
	CHAPTER 10: DEREGULATION/ REGULATORY REVIEW

	Objective

APEC economies will facilitate free and open trade and investment in the Asia-Pacific Region by, inter alia:

a. enhancing the transparency of regulatory regimes (including through the use of new technologies); 

b. eliminating domestic regulations that may distort or restrict trade, investment or competition and are not necessary to achieve a legitimate objective; and
c. speeding up reforms which encourage efficient and well functioning product, labour and capital markets and supportive of institutional framework. 



	Guidelines

Each APEC economy will:

a. explore economy wide processes for the transparent  and accountable identification and review of domestic regulations that may distort or restrict trade, investment or competition;

b. implement and maintain standards consistent with the APEC Leaders’ Transparency Standards;

c.
consider the adoption of regulatory reform to reduce those distortions and their resulting costs, whilst maintaining the achievement of legitimate objectives; and

d.
promote the consideration of competition policy in regulatory reform.


	Collective Actions
APEC economies, taking into account work done in other areas of APEC activity will:

a. publish annual reports detailing actions taken by APEC economies to deregulate their domestic regulatory regimes; and 

b. develop further actions taking into account the above reports, including;

i. policy dialogue on APEC economies’ experiences in regard to best practices in deregulation, including the use of individual case studies to assist in the design and implementation of deregulatory measures, and consideration of further options for a work program which may include:

· identification of common priority areas and sectors for deregulation;

· provision of technical assistance in designing and implementing deregulation measures; 

· dialogue on implementation of APEC Leaders’ Transparency Standards on Regulatory Reform; 

· examination of the possibility of establishing APEC guidelines on domestic deregulation; and

ii. regular dialogue with the business community, including a possible symposium.   

The current CAP relating to deregulation/regulatory review can be found in the Deregulation Collective Action Plan.



	Korea’s Approach to Deregulation/Regulatory Review in 2006

Under the goal of enhancing regulatory reform quality set in 2003, the Korean government is working on a range of regulatory issues in 2006 as well. 
At the outset of the year, the government sets as key tasks reforming regulations of local governments and those failing to keep up with market changes. The Regulatory Reform Committee has published “Regulatory Reform Manual for local governments,” providing training programs for local government officials. Under the catchphrase, “overhaul of regulations lagging behind market change,” each ministry has submitted to the RRC reform plans for individual regulation and subsequent overhaul of those legislations are underway. 
Besides, steps have also been taken to elevate the transparency of regulations. The government has prepared “the Basic Act on Administrative Investigation” as to reduce the burden of those investigated and clarify the process of administrative investigations. The level of transparency, in the process of establishing and strengthening   new regulations, has also been enhanced by such steps as having the RIA disclosed online at the time of pre-announcement of legislation. 
The Korean government is operating a government-wide regulatory reform system; the RRC restrains new and strengthened regulations; the Regulatory Reform Task Force improves bundle regulations involving multiple ministries; the Business Difficulties Resolution Center delivers one-stop resolution to regulatory difficulties felt by businesses. 



	Korea’s Approach to Deregulation/Regulatory Review in 2006

	Section
	Improvements Implemented Since Last IAP
	Current Regulatory Review Policies / Arrangements
	Further Improvements Planned

	General Policy Position, 

including Implementation of

 APEC Leaders’ 

Transparency Standards on 

Regulatory Reform(  

	▪Mandating the disclosure of RIA at the time of pre-announcement of new legislation.
To enhance the transparency of regulation legislation process and reflect the opinions of stakeholders, the RRC mandated the disclosure, through the Internet or other medium, of RIA at the time of pre-announcement of new legislation by each ministry from July 2006.   
▪Receiving Reform proposals and subsequent improvements.
To vitalize economy, the RRC has built a cooperative network with five major economic groups, through which it receives reform proposals on a regular basis. 

In October 2005, for example, it addressed 40 out of a total 75 incoming suggestions and made a set of subsequent improvements.
On the other hand, from 2005, the committee made it regular to meet with foreign business persons and received 25 reform proposals from the America Chamber of Commerce in Korea, 9 of which were met with improvement. As of August 2006, a total of 11 additional reform proposals filed through the AMCHAM are under review. 
▪Overhaul of quasi-administrative regulations.
Quasi-administrative regulations of semi-public agencies such as industry associations, have been streamlined. Throughout the year 2005, 1,006 cases out of a total 2,297 quasi-administrative regulations of semi-public agencies, were overhauled (44 %, 257 abolished; 749 improved). Those include excessive interference of a responsible ministry in the affairs of an association under its edges, regulations on consignment activities, and other unreasonable regulations. 
	1. Strengthening transparency of regulations.
To enhance the level of transparency of regulations, the Korean government is working on the enactment of the Basic Act on Administrative Investigation, overhaul of regulation registration system, and operation of regulatory reform monitoring system.
▪Enactment of the Basic Act on Administrative Investigation.
To reduce burdens on businesses from red tape administrative investigations and safeguard the rights of the public, the office of the Prime Minister is preparing to enact “the Basic Act on Administrative Investigation.” The Act stipulates the principles, methods, and procedures of administrative investigation.

▪Overhaul of regulation registration system.
To provide businesses and the general public with more diverse and organized information on government regulations, the current system of regulation registration is under overhaul to be more user-friendly. 
▪Establishing monitoring groups.
Starting from 2006, the RRTF plans to form monitoring groups for 10 sectors: construction/transportation, finance, public welfare, etc. Each monitoring group consists of 30 members, who monitor reform performance, reform task identifying process, and positive/adverse effects of reform actions.
2. Enhancing effectiveness of regulatory reform.
The Korean government is, to enhance the effectiveness of reform efforts, keeping up its effort for overhaul of regulations lagging behind market changes, regulatory reform of local governments, and one-stop-trouble shooting for businesses without fail.
▪Overhaul of regulations lagging behind market changes.
Each ministry, at the outset of a year, submits to the RRC an overhaul plan on the regulations lagging behind market changes found among its existing regulations and takes autonomous steps for overhauling such regulations.
▪Enhancing regulatory reform of local governments and training programmes.
The RRC has published and distributed “Regulatory Reform Manual for local governments” and provided training for regulatory reform to local government officials. From February to August 2006, a total 44 rounds of training reached 5,326 officials.
▪One-stop-trouble shooting for businesses
With extended operational term until February 2008, the RRTF is following up on 48 reform tasks pursued so far and seeking to identify more bundle regulations impeding business activities while the BDRC recognized as one-stop-trouble shooting service provider for businesses.

	▪Enhancing regulatory quality.
With a policy shift from quantitative to qualitative approach, the RRC seeks to strengthen regulatory control by establishing a database of its review results and monitoring new regulations free from review process and compliance of the regulatory review deadlines of those subject to sunset system.


	Identification and Review of Proposed Regulations


	▪ Publishing “RIA Preparation Manual”
 “Manual on Regulatory Alternative”.
As part of its efforts to quantify RIA, the RRC, in December 2005, developed “RIA Preparation Manual” to be distributed to front-line officials. “Manual on Regulatory Alternative” was also published and distributed for regulatory officials to check against whether there is a regulatory alternative for a given regulation, whether there is another non-regulatory method to achieve the goal and whether it is overlapped with existing regulations. The manual contains types, case study of regulatory alternatives, and samples of regulatory alternative manuals from advanced countries. 

	1. Enhancing expertise and transparency of regulatory  review process.
Responsible for preliminary review of new and strengthened regulations, the RRC has raised private sector representation within itself from 65 percent (13 out of 20 members) to 72 percent (18 out of 25 members) as part of efforts to strengthen expertise and transparency of the review process.
2. Strengthening RIA.
To ensure proper representation of stakeholders’ opinion and ample consultation in the process of newly establishing and strengthening regulations, the RRC mandated the disclosure, through the Internet or other medium, of RIA at the time of pre-announcement of new legislation by each ministry from July 2006.   
A new provision, “Expected problems with regulatory implementation “ has been added to RIA with more stress given to the provision, “Gathering opinions of regulated community & stakeholders”

	▪Building RIA infrastructure.
The RRC assisted by the Korea Institute of Public Administration (KIPA), plans to develop an array of analysis models for RIA and build a RIA infrastructure based on a database of a range of statistics and research data.



	Identification and Review of Existing Regulations
	▪The term of RRTF extended.
The term of RRTF has been extended until February 2008 (changed from August 2006) to complete its ongoing task of streamlining bundle regulations so far identified and detect more bundle regulations needing overhaul. 

	1. Regulatory Reform Committees within each ministry: autonomous overhaul.
Regulatory reform committees within each ministry, since 2004, set regulatory reform goals based on which they pursue overhaul of regulations on an autonomous basis.  In this year, in particular, focus is laid on “reforming regulations lagging behind market changes”. 
Overhaul plans on a total 1,413 - out of 8,029 existing regulations – have been submitted to the RRC for revision. They include regulations: limiting competition such as entry barrier, causing excessive inconvenience of the general public, lacking adequacy such redundant ones, and discriminating based on age or level of education.
2. Regulatory Reform Task Force (RRTF) : Continuous improvement of bundle regulations. 
From 2004, the RRTF has prepared improvement proposals on 48 bundle regulations in 7 sectors including business establishment, management conditions, logistics, and distribution, etc. as of July 2006. Given its positive contribution, its operational term has been extended till February 2008 to keep on identifying and overhauling bulk regulations.

3. Business Difficulties Resolution Center (BDRC): One-stop service for regulatory reform proposals
The BDRC receives regulatory proposals and complaints from businesses and provides one-stop-service. Out of a total 1,017 proposals it accepted, 987 proposals were addressed and 596 (61%) resolved. In the survey, 77 percent of respondents express their satisfaction with the service they had experienced. The centre has also been evaluated as a successful example of regulatory reform by five major economic groups.


	▪Regulatory reform proposals of local governments .
The RRC gathers reform proposals from local businesses and governments and refers them to regulatory reform tasks of the central government
▪Formulating/distributing “Regulation Map”. 
To help citizen and businesses to better understand government regulations, the RRFT plans to compile related regulations in a package and formulate/distribute a “Regulations Map” by which the key regulations can be figured out at a glance. 

	Reform of Industry/Sector Specific Regulation


	▪Regulatory improvement to vitalize foreign investment.
In 2005, a set of plans was made to reform finance-related regulations, to promote foreign investment, and to improve 56 regulations that may restrict competition. To ensure continuity in regulatory reform in economy,  mandatory approval for capital transactions has been replaced with simple reporting compliance.
▪Signing of FTAs
Trade liberalization has been pursued since the Korea-Chile FTA and the Korea-Singapore FTA entered into force in Apr. 2004 and Mar. 2006, respectively. In Dec. 2005, the Korea-EFTA FTA was signed. 
	1. Regulatory improvement in economy and FTAs.
Since the financial crisis of 1997, the Korean government has overhauled/improved economic regulations. Foreign investment was liberalized in 1998, and the foreign exchange market was liberalized in 1999 to promote the most of the Foreign currency transactions related to overseas business activities of corporations and financial institutions. 

In 2003 and 2004, the Acts on Free Economic Zones and special local development zones were enacted to ease regulations related to medical services, education, etc. In 2005, plans were made to reform finance-related regulations, to promote foreign investment, and to improve 56 regulations that may restrict competition. To ensure continuity in regulatory reform in economy, all mandatory approval for capital transactions has been replaced with simple reporting compliance.
Since 2004, trade liberalization has been strongly pursued through the Free Trade Agreements. The Korea-Chile FTA and the Korea-Singapore FTA entered into force in April 2004 and March 2006, respectively. And the Korea-EFTA FTA was signed in December 2005. Plans are being made for FTAs with ASEAN, Japan, Canada, Mexico and the United States (Korea-US FTA is under negotiation). 

	▪Signing of FTA 
Plans are being made for FTAs with ASEAN, Japan, Canada, Mexico, and India. In particular, negotiations are now underway for the Korea-US FTA.


	Improvements in Korea’s Approach to Deregulation/Regulatory Review since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Implemented to Date

	General Policy Position, including

 Implementation of APEC Leaders’

 Transparency Standards on 

Regulatory Reform(   


	To provide a legislative foundation for deregulation policy, the “Special Measure Act for the Deregulation of Corporate Activities” and the “Basic Law on Administrative Regulations and Application” were passed.


	In recognition that regulatory reform was indispensable to overcoming the IMF financial crisis, the Basic Act on the Administrative Regulations (BAAR) was enacted in 1997 and the Regulatory Reform Committee (RRC) was established in 1998.

Korea has strongly promoted regulatory reform, mainly through the Regulatory Reform Committee. The number of regulations has fallen, while the creation of new regulations has been restrained. 

The decisive removal of economic regulations enabled Korea to overcome the IMF crisis and helped enhance freedom and creativity in the private sector. 

 ※ Reduction of regulations: 1,125 in April 1998 → 7,886 in September 2004

(11,125 (existing) - 6,688 (removed) + 3,449 (created)=7,886)
Korea introduced the requirement of a regulatory impact analysis system by BAAR, and ministries should conduct RIAs and submit them to the RRC in case of making new regulations or strengthening existing ones.

Korea institutionalized a systematic review mechanism by drawing up the comprehensive regulatory improvement plan. The RRC gives ministries a guideline of the plan in terms of priorities and target of reform. Ministries formulate their plans according to the guideline and submit them to the RRC.

To manage regulation efficiently and effectively, Korea added an ex ante regulatory review system to the process of government legislation.

Ministries are required to register regulations under their jurisdiction to the RRC in a format including list, content, legal authority and the responsible agency.

To govern the duration of new regulations, the Korean government introduced a ‘sun-setting’ clause in BAAR. Under the regulation sunset system, new regulations have a maximum lifetime of five years after which they are automatically abolished.

The Korean government selected and improved regulations on numerous core issues in various areas such as finance, industry, foreign investment, environment, and etc.

Korea identified numerous subordinate regulations and quasi-administrative regulations, and eliminated/improved numerous regulations relating to administrative procedure, automobiles, housing and education, and etc.

In 2003, the Korean government moved away from decreasing the number of regulations to improving the quality of regulations. To ensure qualitative regulatory reform, it has taken diverse measures.

In 2004, the Korean government established the Regulatory Reform Task Force (RRTF) with two-year tenure, which updates and upgrades “bundle regulations” related to many government agencies. It is well resourced with public servants and civilian experts seconded from businesses and research institutions, who participate actively in regulatory reform process. To abolish or improve regulations that may hamper business activities, the government established the Business Difficulties Resolution Center (BDRC), a one-stop service for dealing with industrial complaints. 
Now the Korean government is drafting the Basic Act on Administrative Research to heighten regulatory transparency, and has decided to make public the results of RIA via the Internet when legislation is notified. In addition, it pursues local governments’ regulatory reform to further increase the transparency of regulatory enforcement.

	Identification and Review of Proposed Regulations


	To ease previous restrictions and to prevent new and potential restrictions, the real-name regulation system was established in January 1996.
	Since its establishment in 1998, the RRC has reviewed about 1,000 regulations every year. It ordered the revision or abolishment of roughly 30% of the regulations reviewed.
Year 

1999

2000

2001

2002

2003

2004

2005

Reviewed regulation
Recommended

(Ratio %)

1,325

455

(34.3)

1,102

400

(36.3)

1,209

397

(32.8)

897

204

(22.7)

947

285

(30.1)

1,054

307

(29.1)

1,386

417

(30.0)

RIAs were required for this review. Ministries had to justify their regulations based on RIA, and the RRC then reviewed and approved their regulatory drafts. The Korean government continues to provide training and education to foster the technical capacity of government officials for RIA.
In order to build an effective ex ante review system for new or strengthened regulations, the review process was simplified. (Apr. 2004) 
Starting 2006, the results of RIA, along with the regulatory drafts, should be revealed on the Internet for 20 days, when legislation is notified. It is expected that the public will better understand regulatory expenses and the reasons why regulations must be strengthened or newly made, thereby expressing useful and practical opinions on regulatory reform.

	Identification and Review of 

Existing Regulations


	From 1993 to September 1996, by selecting a total of 2177 items for discussion, the Committee for the Deregulation Reforms of the Economic Administration Sector has improved legislative and other processes.


	Korea examined all existing regulations and cut them by half in 1998-9. All ministries and agencies were required to set up plans to examine their regulations on a zero basis with a target of halving them. The RRC played a leading role in this reform work by guiding and reviewing ministries' plans.
In order to enhance regulatory transparency, the committee abolished all regulations that have no basis in law.

At the outset of a year, each Ministry submits a plan for its one-year regulatory reform to the RRC in accordance with the BAAR, and rationalizes regulations in its area of jurisdiction according to the plan.

In 2000 and 2005, the Korean government reviewed the by-laws of public-sector organizations such as associations and government-financed institutions, and then identified and rationalized “quasi-regulations” which people think function as “real regulations.” In 2000, 1,208 out of 1,675 such regulations were rationalized and in 2005, 1,006 out of 2,297 regulations (44%) were rationalized. 

Established in April 2004, the BDRC provided one-stop solution to businesses, which encounter regulation-induced difficulties, and relevant Acts and subordinate regulations were revised. As of July 2006, the BDRC dealt with 774 out of the 1,337 complaints that it received.
The Regulatory Reform Task Force, which was launched in Aug. 2004, was an ad hoc institution with 2-year tenure, and has overhauled and improved existing regulations in finance, labor, health, environment and other key areas by selecting core reform initiatives.
In 2006, industrial organizations requested that the operation of the RRTF should be extended to the year 2008, noting that it is very effective in rationalizing bundle regulations. In response, the Korean government decided to get the RRTF operated until 2008. As of July 2006, 45 key objectives were set for improving bundle regulations and 1,421 specific tasks were identified.


	Reform of Industry/Sector Specific Regulation


	In the area of economic deregulation, a greater emphasis was placed on providing an environment where firms could operate without regulatory constraints, and where financial and foreign transactions could be conducted with greater speed.


	Since the financial crisis of 1997, the Korean government has overhauled/improved economic regulations. Foreign investment was liberalized in 1998, and the foreign exchange market was liberalized in 1999 to promote the most of the foreign currency transactions related to overseas business activities of corporations and financial institutions. 

In 2003 and 2004, the Acts on Free Economic Zones and special local development zones were enacted to ease regulations related to medical services, education, etc. 
In 2005, a set of plans was made to reform finance-related regulations, to promote foreign investment, and to improve 56 regulations that may restrict competition. To ensure continuity in regulatory reform in economy, mandatory approval for capital transactions has been replaced with simple reporting compliance.
Since 2004, trade liberalization has been strongly pursued through the Free Trade Agreements (FTAs). The Korea-Chile FTA and the Korea-Singapore FTA entered into force in April 2004 and March 2006, respectively, and the Korea-EFTA FTA was signed in Dec. 2005. Plans are being made for FTAs with ASEAN, Japan, Canada, Mexico and the United States (Korea-US FTA is now under negotiation).



( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Regulatory Reform, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� at the end of this document.


( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Regulatory Reform, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� at the end of this document.  Economies should continue to use 1996 as the base year for previously raised IAP transparency issues, but may use 2003 as the base year for reporting on new transparency commitments per the APEC Leaders’ Transparency Standards.








