
	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.



	Malaysia’s Approach to Deregulation/Regulatory Review in 2008
The Malaysian economy has undergone substantial deregulation since the mid-1980s. Deregulation in the various sectors such as telecommunications, transport and education services as well as financial services have been taking place.  This was in response to the fast pace of economic growth which necessitates faster and improved delivery of services. Administrative procedures in relation to investment applications, visas and work permits, taxation and customs procedures have been streamlined to reduce transaction costs for business. 


Deregulation was further enhanced through the implementation of Malaysian Incorporated and smart partnerships to foster greater collaboration between the government and the private sector.  In line with this concept, the Government undertook further deregulation, simplifying administrative procedures and increasing the transparency of its processes.




	Malaysia’s Approach to Deregulation/Regulatory Review in 2008

	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(  

	-
	-
	-

	Identification and Review of Proposed Regulations


	-
	-
	-

	Identification and Review of Existing Regulations


	-
	-
	a) Starting a Business
· To review the Companies Act 1965 on the requirement of the company seal, statutory books and share certificates books in order to further reduce the number of procedures and time taken to register a business.
b) Employing Workers
· Review the employee dismissal process and procedures.

· Publish a Guidebook on Dismissal Procedure that provides a checklist detailing the process and procedures for firing and hiring workers in Malaysia.
c) Registering Property

· The 2nd edition Registering Property Guidebook will include guidelines on freehold, leasehold, landed and strata title. The new Guidebook is expected to be published in Malay and English by end 2009.

d) Trading Across Borders

· To engage Permit Issuing Authorities (PIA) on best practices for inspection and endorsement of permits.

· To use Bill of Lading instead of Bill of Manifest to expedite cargo clearance.

· Reduce time taken to export/import by introducing National Single Window (NSW)/ ASEAN Single Window that allows access of information intra-government agencies.

e) Closing a Business

· By 2010:

· To reduce time in insolvency process from 2.3 years to 1.5 years;

· To reduce cost of insolvency process from 15% to 4% of income per capita; and

· To increase the recovery rate from 38.3 cents on dollar to 91.3 cents on dollar.

· To speed up the search and improve traceability of assets through the project on “Asset Search”. Asset Search will be published as a directory of organizations and agencies responsible for the registrations of companies’ assets. The directory will assist the liquidators to trace assets for liquidation processes. In addition, the directory will provide information on:

· Types of assets that can be liquidated;

· Names of contact person and numbers; 

· Methods on assets search;


	Reform of Industry/Sector Specific Regulation


	Hotel Industry

The government has streamlined the licensing procedures for the hotel industry through the following improvements:- 
· establishing a hotel rating system to determine the various licensing requirements for hotel services;

· integrating 14 different types of licenses currently issued by Local Authorities into a single composite Hotel License;

· providing standard composite application forms for various hotel licenses;

· extending the validity period of licenses from current one to three years to one to five years; and

· empowering local authorities to act as one-stop centers for processing applications of licenses for hotel services

In the past, the total number of approvals required for hotel industry is 72 which are issued by 22 agencies in 546 days. Studies conducted show that more improvements could take place to further reduce the approving time to 166 days.

Currently, the number of approvals is reduced to  44  which  are  issued  by 19 agencies in 166 days.  There are four stages in obtaining licences required for this business:

(i)
establishment of the company;


(ii) construction of hotels;

(iii) operation of hotels; and

(iv) post-operation of hotels.

Among the major regulatory improvements achieved are:

· Business Licence 

Business can now commence immediately after submitting applications for licences to the local authorities and upon receipt of the acknowledgements.  The business operators should comply with the conditions stipulated by the local authorities.  No enforcement would be carried out by the local authorities during the two month period. However, the licences of operators will be revoked if they do not comply with the condition after two months in operation.

· One composite licence of multiple licences of the various business activities based on the star ratings of the hotels and hotel apartments.

· Licences are now valid for 1 – 3 years.

Businesses now have the option of applying for a licence for one to three years.  The validity period shall start from the date of application and expires on the same corresponding date the following year(s).  Apart from reducing the queues at the end of every year by spreading the renewal process throughout the year, it reduces the number of times business need to renew their licences.

Construction and Housing Sector

· The implementation of One-Stop Center (OSC) in local governments to streamline and expedite the development approvals process. This system enables all applications to concurrently submit for processing.

· Building Approvals:

· 120 days to process development project approvals.

Certificate of Fitness for Occupation (CFO) replaced with Certificate of Completion and Compliance (CCC) issued by industry professionals that reduced time taken to 6 months from previously 24 months.
Other Regulatory Reforms

a) Starting a Business

· On-line application using e-lodgement via Companies Commission of Malaysia (SSM) has reduced time taken to search applications (incorporation of companies, payments and etc) to 1 hour from 2 days and “file necessary documents” procedure from 3 days to 1 day.  

· Establishment of One-Stop Reference to facilitate business registration for SMEs at SME Corp. Malaysia on 11 August 2008. It provides advisory services on financial and business operations, application for loans and grant schemes, and checking the status of loans and grant applications.
· Reduced charges by Companies secretary under MAICSA:

· from RM3,700 to RM2,800 for incorporating companies; and

· from RM1,850 to RM1,200 for annual corporate fee.

b) Registering Property

· Sistem Taksiran Pindahmilik Hartanah (STPH) introduced by Inland Revenue Board (IRB) for the assessment on stamp duty for landed properties takes only 2 days and requires only 5 steps via on-line application and is available throughout the country. This is an improvement compared with 26 days involving 9 steps, previously.

· Improved efficiency through Valuation Information System (VIS) which enables valuation of property to be undertaken within 10 days compared with one month previously. 

· Published a Guidebook on Registering Freehold Property. 

c) Paying Taxes

· Introduced e-Daftar for companies to submit estimates and revisions of corporate tax liability on-line;

· Reviewed the existing Public Ruling on Entertainment Expenditure to make the position clear as to when a full deduction or a partial deduction can be made and to stipulate the relevant circumstances.
· Submission of tax returns at any Assessment Branch in addition to the Central Processing Centre; and

· Provision of timeline for response to taxpayers’ appeals and objections.

d) Trading Across Borders

· Pre-clearance of Cargo (document verification) based on Estimated Time of Arrival (ETA) reduced time taken for approval process to a day, from 3 days previously.

· The Royal Malaysian Customs (RMC) has put this in place as of 1 July 2008. The implementation of this mechanism is subjected to the following conditions:

· The Manifest is in order;

· Declaration is in order;

· No inspection is required;

· Shipment meets all regulatory requirements including risk assessment; and

· Payment of duty is made.

· Beginning 1 July 2008, RMC facilitates deferred payment of duties to:

· Petroleum warehouses;

· Public and private bond warehouses; and

· Duty free shops.

e) Business Licensing

· Business Licensing Electronic Support System (BLESS) was introduced as an online one-stop centre for application of licenses, approvals and permits that can be made simultaneously.

· The system will show the time taken by the various departments to process the applications, thus ensuring Government departments and agencies adhere to their respective stipulated time.

· BLESS also provides on-line feedback between the Government departments and the applicants as it enables on-line tracking and monitoring of applications and on-line payment of fees.

· BLESS is still in under first phase which:

· Confined the system to the Klang Valley region; and

· Limited to 77 types of approvals, 63 permits and 27 licenses under manufacturing, construction and hotel sub-sectors only.


	Electronic Government

A comprehensive legal framework for efficient and secure electronic Government services is provided under the new Electronic Government Activities Act (EGAA) 2007 which came into effect 1 January 2008.

The Electronic Government Activities Act 2007 gives legal recognition to electronic messages in transactions between government and the public. The Act will provide confidence and indemnity to the people in their electronic affairs while simultaneously enhancing the Government delivery system.

The EGAA 2007 applies to agencies that are ready to handle electronic dealings. It does not grant any additional legal rights or change any substantive law.

Under Section 9 of the Act, the Minister responsible may issue IT Instructions that will be a minimum requirement for the Agencies in undertaking electronic transactions.

Agencies should designate the relevant Act under the EGAA and subsequently, conform to the guidelines stipulated in the instructions for the designated areas.

The relevant Minister may designate any written law or part of it for the purpose of the application of EGAA 2007.  

Hotel Industry

To further expedite the approval process for the Premise License and Advertisement License for hotels by the Local Authority

Enhance the approval process for utilities specifically electricity supply and telecommunication facilities.

Fast track approval processes by the Department of Safety and Health (DOSH).

Expediting approval for Foreign Workers by Medical Examination Monitoring Agency (FOMEMA). 

Fast track approval by The Energy Commission (EC).

Construction and Housing Sector

The Certificate of Completion and Compliance (CCC) came into force on 12th April 2007 to replace the Certificate of Fitness for Occupation (CPO) for completed buildings.

The CCC, based on self regulation is issued by the private sector (architects, engineers, and building draftsman of the project). It seeks to provide better protection for house buyers, cut red tape, or bureaucracy in local government and create a more efficient public delivery system.

On 13 April 2007, The Prime Minister launched two new initiatives:

· establishment of the One Stop Centre (OSC) in all local authorities to speed up all applications in relation to development proposal:

· The current practice of approving development proposals that involve land matters, planning permission, building plans and earthwork plans is done separately and approved consecutively.  Under the new system, all applications can be concurrently submitted to the OSC.  
· The OSC will then circulate them simultaneously to all relevant technical agencies to get feedback within a stipulated time.  Approval for high impact projects, government projects and projects under the BTS concept will be approved within 120 days.  Other projects will be approved within 6 months.  
· The OSC Committee replaces the Planning and the Building Committees at the local authority.  To date, 103 OSCs have been established.

	Reviewing regulatory requirements 

Statutes and regulations will be reviewed to further simplify and eliminate cumbersome regulations and procedures. More self-regulation approaches will be considered to ensure faster approvals for business permits and licenses while promoting greater transparency


	Improvements in Malaysia’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(   


	· Efforts will continue to privatise projects in infrastructure, utilities, transport and education sectors.

· Registration of patents and trademarks within the internationally accepted period.

· Malaysia maintains a liberal and competitive environment for investment.  The main legislations governing investment in the manufacturing sector are the Industrial Coordination Act, 1975; Promotion of Investments Act 1986; Companies Act 1965 and Income Tax Act, 1967.


	-

	Identification and Review of Proposed Regulations


	-
	-

	Identification and Review of 

Existing Regulations


	-
	-

	Reform of Industry/Sector Specific Regulation


	-
	-


Appendix – APEC Leaders’ Transparency Standards on Competition Law and Policy and Regulatory Reform

Introduction

In October 2002, in Los Cabos, Mexico, APEC Leaders adopted the Statement to Implement APEC Transparency Standards (“Leaders’ Statement”), and directed that these standards be implemented as soon as possible, and in no case later than January 2005.

In paragraph 8 of the Leaders’ Statement, APEC Leaders instructed that APEC sub-fora that have not developed specific transparency provisions should do so, and further instructed that such new transparency provisions should be presented to Leaders upon completion for incorporation into the Leaders’ Statement.  Accordingly, the following set of transparency standards on competition and deregulation for incorporation into the Leaders’ Statement were developed.

These principles flow from the General Principles on Transparency agreed to by APEC Leaders at Los Cabos, and provide specific guidance for implementation within the context of competition law and policy and regulatory reform.

Transparency Standards on Competition Law and Policy:

1.  In furtherance of paragraph 1 of the General Principles of the Leaders’ Statement, each Economy will ensure that its competition laws, regulations, and progressively, procedures, administrative rulings of general application and judicial decisions of general application are promptly published or otherwise made available in such a manner as to enable interested persons and other Economies to become acquainted with them.

2.  In furtherance of paragraphs 4 and 5 of the General Principles of the Leaders’ Statement, each Economy will ensure that before it imposes a sanction or remedy against any person for violating its national competition law, it affords the person the right to be heard and to present evidence, except that it may provide for the person to be heard and present evidence within a reasonable time after it imposes an interim sanction or remedy; and that an independent court or tribunal imposes or, at the persons request, reviews any such sanction or remedy.  Proceedings subject to this paragraph are to be in accordance with domestic law.

Transparency Standards on Regulatory Reform:

1.  In furtherance of paragraph 1 of the General Principles of the Leaders’ Statement, each Economy will ensure that its laws, regulations, procedural rules and  administrative rulings of general application relating to regulatory reform are promptly published or otherwise made available in such a manner as to enable interested persons and other economies to become acquainted with them.

2.  In furtherance of paragraphs 2 and 3 of the Leaders’ Statement, Economies recognize the importance of ensuring transparency in the regulatory reform process and of soliciting and responding to inquiries from interested persons and other Economies.  Accordingly, each Economy will, where possible (a) publish in advance regulatory reform measures that it proposes to adopt, and (b) provide where applicable interested persons a reasonable opportunity to comment on such proposed measures.  In addition, upon request from an interested person or another Economy, each Economy will endeavor to promptly provide information and respond to questions pertaining to any actual or proposed regulatory reform measure.

Confidential Information

Economies agree that nothing in these standards requires any Economy to disclose confidential information. (Note: The Leaders’ Statement includes a provision for the protection of confidential information.  This statement is included here to emphasize the importance of the protection of confidential information in the contexts of both competition law and policy and regulatory reform.)
( 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.








