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	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 frameworks.



	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.



	Hong Kong, China's Approach to Deregulation/Regulatory Review in 2005

Hong Kong, China believes in market forces and adopts a minimum intervention approach to economic management.  Our regulatory regimes are established to provide prudential supervision (e.g. financial services), to ensure safety, to protect consumer interests, and to encourage investment (e.g. by limiting competition where delivery of the service concerned requires very substantial capital investment).  Our regulatory regimes are also highly transparent.

The Government of the HKSAR has been embarking on a business facilitation programme with the main aim of making Hong Kong, China a genuinely friendly place for both local and overseas businesses.  The business facilitation initiatives are taken forward under the overall steer of the Economic and Employment Council (EEC) chaired by the Financial Secretary of the Government of the HKSAR and comprising legislators, representatives from the academic, business and labour sectors, and directors of relevant government bureaux.  A Subgroup on Business Facilitation was established under the EEC in early 2004 to systematically review government regulations and procedures impacting on business with a view to eliminating outdated, excessive, repetitive or unnecessary regulations so as to facilitate business development and job creation.  The Economic Analysis and Business Facilitation Unit (EABFU) is a unit established under the Financial Secretary’s Office to provide secretariat and executive support.

Dedicated task forces have been set up under the EEC Subgroup to conduct regulatory reviews pertaining to specific business sectors, such as retail, entertainment and construction.  The reviews aim to facilitate businesses by breaking down barriers and streamlining and simplifying procedures. 
Apart from conducting sector-specific regulatory reviews, EABFU also carries out Regulatory Impact Assessment (RIA) studies to assess the costs and benefits of various options for regulatory proposals that impact on business, and to recommend the best option with a view to minimising compliance costs to business. 
Case Study on a Recent Experience of Regulatory Review

In order to protect public safety and maintain the hygiene standard of a metropolitan city, Hong Kong, China requires each cinema operator to obtain a Places of Public Entertainment (Cinema) licence before films can be legally exhibited for public entertainment.  

In early 2005, a review of the regulatory regime of the cinema industry was conducted with a view to developing a more transparent and efficient licensing system, thus rationalising the procedure for applying and renewing licences, and reducing the time for application and the start-up costs of cinemas.  The trade, professional bodies and associations of specialist contractors were consulted and all indicated support.

A provisional licensing system will be put in place by which the Licensing Authority accepts certificates issued by registered professionals and specialist contractors confirming the full compliance of building, fire safety and hygiene standards.  The required legislative amendment is under drafting for submission to legislation.  Departments concerned have been working on early-harvest measures, including sending licensing requirements to applicants prior to Application Vetting Panel meeting, simplifying the process for licence transfer, and rationalising the items shown on layout plans.  A central database on 'common defects' and 'lessons learnt' regarding past applications is being developed for public access by 2005.  These measures facilitate the trade in lodging successful application and will shorten the time for obtaining a licence.  It is estimated that after the implementation of all the rationalisation measures, the trade will have better control of the time of legal commencement of business.  Time required for a cinema to legally commence business can be reduced by half.  Rents and other related start-up expenses will be saved.  This enhanced cinema regulatory system can also benefit the film-making industry since film exhibition is the 'retail-outlet' of film-production.

The Government of HKSAR is now heading towards a greater use of private participation to simplify the cinema regulatory regime.  A standing committee will be established to enlist the participation of the trade in modernising licensing requirements.  Other improvement measures include enhancing the transparency of the licensing system, strengthening the co-ordination of different stakeholding agencies both within and outside the Government and streamlining procedures.


	Hong Kong, China's Approach to Deregulation/Regulatory Review in 2005

	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*

	Sector-specific reviews have been initiated, with priority on those regulatory frameworks affecting the construction, real estate, retail and entertainment sectors.  Task forces have been set up with the involvement of concerned industries’ representatives to provide trade inputs. 
Please refer to the webpage http://www.info.gov.hk/fso/eabfu/eng/bfd.htm for the work on business facilitation.
	Hong Kong, China believes in market forces and adopts a minimum intervention approach to economic management.  Our regulatory regimes are established to provide prudential supervision, to ensure safety, to protect consumer interests, and to encourage investment.  Our regulatory regimes are also highly transparent.
Hong Kong, China maintains a high level of transparency of government laws, regulations and administrative procedures.  All primary and subsidiary legislation (and amendments of them) are published in the Government Gazette and in the Laws of Hong Kong.  They are also available on the Internet at http://www.legislation.gov.hk/index.htm.
The business facilitation initiatives are taken forward under the overall steer of the Economic and Employment Council (EEC), chaired by the Financial Secretary of the Government of the HKSAR, comprising legislators, representatives from the academic, business and labour sectors, and directors of relevant government bureaux.  A Subgroup on Business Facilitation was established under the EEC to systematically review government regulations and procedures impacting on business, with a view to eliminating outdated, excessive, repetitive or unnecessary regulations so as to facilitate business development and job creation. 

Dedicated task forces have been set up under the EEC Subgroup to conduct regulatory reviews pertaining to specific business sectors, such as retail, entertainment and construction. The reviews aim to facilitate businesses by breaking down barriers and streamlining and simplifying procedures. 
The Economic Analysis and Business Facilitation Unit (EABFU) of the Financial Secretary’s Office is responsible for co-ordinating with concerned government bureaux and departments in taking forward the business facilitation initiatives endorsed by the EEC, the aims of which are to, inter alia, eliminate and simplify regulations which hinder Hong Kong, China’s ability to innovate and grow, while maintaining the necessary standards and disciplines.

The Competition Policy Advisory Group (COMPAG) provides a high-level and dedicated forum to review competition-related issues that have substantial policy or systemic implications, and examines the extent to which more competition should be introduced in the public and private sectors to enhance economic efficiency and free trade.  The Financial Secretary is the chairman of COMPAG.   
More information can be found at the webpage on EEC at http://www.info.gov.hk/fso/eec/eng/index.htm; on business facilitation at http://www.info.gov.hk/fso/eabfu/eng/bfd.htm, and at the COMPAG’s webpage at http://www.compag.gov.hk/.

The contact point for further information is:
Business Facilitation Division
Economic Analysis and Business Facilitation Unit,

Financial Secretary’s Office

Tel: (852) 2810 3691; Fax: (852) 2537 7566
E-mail: eabfu@fso.gov.hk
	Short/Medium Term (2006 ‑ 2008)

Continue to undertake business facilitation reviews and related initiatives to cut red tape, deregulate and reduce the cost of compliance.

Continue to cultivate a helping business culture in the civil service.
Short/Medium/Long Term (2006 ‑ 2010)

To implement deregulatory measures where appropriate, as set out in the relevant Chapters in this Individual Action Plan.

	Identification and Review of Proposed Regulations


	We have been conducting regulatory impact assessments (RIAs) on proposed regulatory measures.  An RIA on the proposed nutrition information labelling scheme for food products has been completed. 
	To provide an appropriate regulatory regime in areas such as public safety, health, fair and orderly markets, Hong Kong, China strives to ensure that it does not create unnecessary red tape in achieving legitimate policy objectives and regulators are conscious of the full cost implications of their practices.

EABFU is working closely with government bureaux and departments in conducting regulatory impact assessment (RIA) studies on proposed regulations impacting on business.  RIAs include the assessments of the cost of enforcement to the Government and the cost of compliance to the business sector and consumers, as well as the analyses of the risk of not doing something and the measures necessary to control risk.  Separately, in determining whether regulations will achieve legitimate objectives, all government entities are required to adhere to a Statement on Competition Policy promulgated in May 1998 (content of the statement at http://www.compag.gov.hk/policy), to review critically policies and regulations and to propose initiatives to enhance competition.
Also, in the preparation of new policy or legislative proposals, the government bureau concerned is required to assess the economic implications, with an assessment of the impact on competition where relevant, having regard to the Statement on Competition Policy promulgated by COMPAG in May 1998 (content of the statement at http://www.compag.gov.hk/policy), and take into account the findings of the relevant sustainability assessments.

More information can be found at http://www.info.gov.hk/fso/eabfu/eng/bfd.htm and at the COMPAG’s webpage at http://www.compag.gov.hk/.

The contact points for further information are:

Business Facilitation Division
Economic Analysis and Business Facilitation Unit
Financial Secretary’s Office

Tel: (852) 2810 3691; Fax: (852) 2537 7566
E-mail: eabfu@fso.gov.hk  
B Division

Economic Development Branch

Economic Development and Labour Bureau

Tel: (852) 2810 2128; Fax: (852) 2868 4679 
	Short/Medium/Long Term (2006 ‑ 2010)

Continue with the work on regulatory impact assessments on proposed regulatory activities. 

	Identification and Review of Existing Regulations


	We have undertaken reviews of existing regulations, such as a review on cinema licensing and another one on the places of public entertainment regulatory regime pertaining to theme parks and family amusement centres with a view to making the licensing processes more business-friendly and efficient.    
	To provide an appropriate regulatory regime in areas such as public safety, health, fair and orderly markets, Hong Kong, China strives to ensure that it does not create unnecessary red tape in achieving legitimate policy objectives and regulators are conscious of the full cost implications of their practices.

Separately, all government departments, as well as statutory bodies, are required to adhere to a Statement on Competition Policy promulgated by the Competition Policy Advisory Group (COMPAG) in May 1998 (content of the statement at http://www.compag.gov.hk/policy), to review critically policies and regulations to enhance competition. 
The contact points for further information are:

Business Facilitation Division
Economic Analysis and Business Facilitation Unit
Financial Secretary’s Office

Tel: (852) 2810 3691; Fax: (852) 2537 7566
E-mail: eabfu@fso.gov.hk 
B Division

Economic Development Branch

Economic Development and Labour Bureau

Tel: (852) 2810 2128; Fax: (852) 2868 4679
	Short/Medium/Long Term (2006 ‑ 2010)

Continue to review the business-related regulatory activities to identify opportunities for deregulation.

	Reform of Industry/Sector Specific Regulation


	We have speeded up the licensing process for cinema trade.   

On the advice of the Economic and Employment Council, Hong Kong, China is taking a sector-specific approach in conducting regulatory reviews.  Task Forces with extensive participation of the relevant industry stakeholders have been formed to undertake the review of the regulatory framework relating to the pre-construction property development activities and regulatory activities affecting the retail trade respectively.
	EABFU maintains close contact with the business community to gauge their views concerning the impact of regulatory activities on businesses.  Task forces formed for sector specific reviews comprise trade representatives and professionals to give industry and professional inputs.  We also keep a close watch on government departments’ regulatory activities with a view to eliminating over regulation and reducing the burden on businesses.
More information can be found at http://www.info.gov.hk/fso/eabfu/eng/bfd.htm.
The contact point for further information is:

Business Facilitation Division
Economic Analysis and Business Facilitation Unit
Financial Secretary’s Office

Tel: (852) 2810 3691; Fax: (852) 2537 7566
E-mail: eabfu@fso.gov.hk 
	Short/Medium Term (2006 ‑ 2008)

To undertake the review of the regulatory framework relating to the pre-construction and construction stages of development projects, and regulatory activities affecting the retail and entertainment sectors respectively.
Short/Medium/Long Term (2006 ‑ 2010)
To conduct further sector-specific reviews of the regulatory frameworks as advised by the EEC and its Subgroup on Business Facilitation.   Also to keep close contact with the business sector to identify the need for regulatory review.


	Improvements in Hong Kong, China'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*

	Hong Kong’s regulatory regimes were established to provide prudential supervision, to ensure safety, to protect consumer interests, and to encourage investment.

The Helping Business Programme commenced in 1996 to eliminate and simplify regulations which hinder Hong Kong’s ability to innovate and grow, and to provide a more open and fair environment to achieve growth, while maintaining the necessary standards and disciplines.
Hong Kong, China maintains a high level of transparency of government laws, regulations and administrative procedures.  All primary and subsidiary legislation (and amendments of them) are published in the Government Gazette and in the Laws of Hong Kong.  They are also available on the Internet at http://www.legislation.gov.hk/index.htm. *
	Set up the Business and Services Promotion Unit, a dedicated organization, to assume responsibility for implementing the Helping Business Programme.  (1997 IAP)

Established a Competition Policy Advisory Group (COMPAG) in 1997.  Also promulgated a Statement on Competition Policy in 1998 requiring all government departments, as well as statutory bodies, to, among others, review periodically policies and regulations as well as proposing initiatives with a view to enhancing competition.  To supplement the Statement on Competition Policy and proactively promote competition, COMPAG will be promulgating by end 2003 a set of guidelines, developed in consultation with the private sector, to provide pointers with objective benchmarks and principles to assess Hong Kong, China’s overall competitive environment, to define and tackle anti-competitive practices, and to ensure consistent application of competition policy across sectors.  The private sector will be asked to adhere to the guidelines and to develop sector-specific codes of conduct on the basis of the guidelines.  (1998, 1999 & 2003 IAPs)

Established a Business Advisory Group to advise the Financial Secretary on the development and implementation of the Helping Business Programme and make recommendations on improvement or solutions.

Organized 2 Helping Business Awards Schemes in 1999 and 2001 respectively for all civil servants, and participated in exhibition to highlight deregulation achievements made by departments with a view to instilling a helping business culture in the Government.  (1999, 2001 & 2002 IAPs)

Published booklets about cutting red tape and regulatory impact assessment for reference by government agencies.  (2001 IAP)

Conducted a series of Helping Business Symposia for senior government officials.

Conducted over 100 studies/projects and implemented more than 400 recommendations under the Helping Business Programme since 1996 to eliminate and streamline government regulations and procedures.  (1997 – 2004 IAPs)
An Economic and Employment Council (EEC) was set up in early 2004 to further the business facilitation efforts, among other things.  The EEC is chaired by the Financial Secretary and comprises legislators, representatives from the academic, business and labour sectors, and directors of relevant government bureaux.  A Subgroup on Business Facilitation was also established in the same year under the EEC with the aims of identifying and eliminating outdated, excessive, repetitive or unnecessary regulations so as to facilitate business development and create jobs.  (2004 – 2005  IAPs)   

The Economic Analysis and Business Facilitation Unit (EABFU) is a dedicated Unit established in June 2004 to support the work of the EEC and co-ordinates its business facilitation initiatives in conjunction with government bureaux and departments.  It continues to focus on making Hong Kong a genuinely friendly place for both local and overseas businesses.  (2004 - 2005 IAPs) 
Sector-specific reviews have been initiated.  Task forces have been set up with the involvement of concerned industries’ representatives to provide trade inputs.  (2005 IAP)

	Identification and Review of Proposed Regulations


	The Business and Services Promotion Unit was set up to take forward the Helping Business Programme with the advice from a Business Advisory Group which comprised a mix of prominent local businessmen and senior Government officials.
	With the promulgation of the Statement on Competition Policy in 1998, all government departments, as well as statutory bodies, are required to review periodically policies and regulations as well as proposing initiatives with a view to enhancing competition.  (1998 ‑ 2001 IAPs) 

Developed in 1998 a framework for regulatory impact assessment (RIA) for use in the development of regulatory proposals, which comprised detailed cost-benefit analysis and risk analysis.  12 RIAs have been completed since then.  (1998 – 2005 IAPs)

	Identification and Review of Existing Regulations


	Subsequent to the commencement of the Helping Business Programme in 1996, government-wide and individual governmental departments based studies on the regulatory requirements were conducted to review the regulations.
	Completed a Government-wide stock taking exercise of business-related regulatory activities and established a computerized central database which provided a central reference for the review of monitoring of business-related regulatory activities.  (1997 IAP)

As an ongoing commitment to deregulate and cut red tape, we have commissioned studies and taken forward recommended improvement measures arising from the completed studies.  (1997 ‑ 2005 IAPs)

With the promulgation of the Statement on Competition Policy in 1998, all government departments, as well as statutory bodies, are required to review periodically policies and regulations as well as proposing initiatives with a view to enhancing competition.  (1998 ‑ 2001 IAPs)

	Reform of Industry/Sector Specific Regulation


	Subsequent to the commencement of the Helping Business Programme in 1996, government-wide and individual department-based studies on regulatory requirements were conducted to review the regulations, some of which were industry/sector specific ones.

	Salient regulatory reforms introduced since 1997 include:

Hotel and Guesthouse Industry
Reviewed the licensing of hotels and guesthouses; and implemented the improvement measures like the introduction of multi-year licence up to 7 years to reduce operators’ costs and efforts in licence renewal.

Food and Restaurant Industry

Introduced the provisional licensing system to enable applicants to start operating their restaurants earlier (10 working days as against 6-10 months for full licences) on a provisional basis following certification of compliance of essential requirements, pending the issue of full licences.  This system was subsequently extended to cover all food premises.  (2000 IAP)

Entertainment Industry

Conducted regulatory impact assessments on the proposals to regulate family entertainment centres and karaoke establishments.  Also rationalized a number of entertainment licences administered by different government agencies.  (2001 IAP)

Conducted review on cinema licensing with a view to streamlining the regulatory requirements and speeding up the process.  (2005 IAP)

Medical and Health Industry

Streamlined and speeded up the import / export licensing procedure and registration process of pharmaceutical products.  (2002 & 2003 IAPs)

Vehicle Maintenance Trade

Conducted regulatory impact assessment on the proposed regulatory scheme of the trade and identified options for consideration by the concerned bureau and departments.  (2002 IAP)

Dutiable Commodity Trade

Implemented the Open Bond System to facilitate the dutiable commodity trade and lowered their compliance costs, thereby enhancing their competitiveness.  (2003 IAP)

Construction Industry

Conducted a scoping study of the licensing and other regulatory requirements of the industry and identified areas for further review.  (2003 IAP) 
Retail Trade

Conducted a regulatory impact assessment on the proposed nutrition information labelling scheme for food products and identified options for consideration by the concerned bureau and departments.  (2005 IAP) 
Sector-specific Approach
On the advice of the Economic and Employment Council, Hong Kong, China is taking a sector-specific approach in conducting reviews with priority on those regulatory frameworks affecting the construction, real estate, retail and entertainment sectors.  Task Forces with participation of the relevant industry stakeholders have been formed to undertake the reviews.  (2004 - 2005 IAPs) 


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 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 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.





