
	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.



	Indonesia’s Approach to Deregulation/Regulatory Review in 2008



	Indonesia’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(  

	Presidential Instruction (INPRES) No. 6 of 2007 on  Accelerating the Development of the Real Sector and Empower of Micro, Small and Medium Enterprises (MSMEs).  

The issuance of this INPRES will increase the transparency of government work plan in accelerating economic growth to alleviate unemployment and poverty. 

INPRES 6/2007 is  the Improvement of INPRES 3/2007 on Improvement of Investment Climate. This INPRES covers  4 (four) elements: 1) Investment Climate Improvement Policy, 2) Financial Sector Reform Policy, 3) Infrastructure Development Policy and 4)  Empowerment of Micro, Small and Medium Enterprises (MSMEs).


	Presidential Instruction (INPRES) Number 6 of 2007 regulates Policies in Accelerating the Development of the Real Sector and Empower of Micro, Small and Medium Enterprises (MSMEs).  The issuance of this INPRES will increase the transparency of government work plan in accelerating economic growth to alleviate unemployment and poverty. 

The INPRES covers 4 (four) elements: 1) Investment Climate Improvement Policy, 2) Financial Sector Reform Policy, 3) Acceleration of Infrastructure Development Policy, and 4) Empowerment of Micro, Small, Medium Enterprises Policy (MSMES). 

More emphasis is directed toward the implementation of the policy packages especially through monitoring of the implementation.

A. Improvement of Investment Climate Policy

In the implementation of the previous policy package for the improvement of investment climate (Presidential Instruction No. 3 of 2006), more than 80 percent of measures were successfully concluded.  Some significant measures are, among others, the issuance of a new law concerning capital investment; simplification of procedures for granting investment approval and for endorsement in establishing a limited company; simplification of  a number of licensing procedures in the trade sector; simplification of procedures for the extension of the validity period of an Expatriate Employment Permit (IMTA) and for granting of an extension of the validity period for a limited stay permit (KITAS); revocation of more than 100 regional regulations that cause a high cost economy; the granting of a fiscal incentive for priority investment activity and a revision of the status of value added tax on agriculture products to become non-taxable goods; simplification of the custom examination procedure, automation of activities in the Bonded Zone (TPB) and cost & time reduction in handling cargo at the ports.

B. Financial Sector Reform Policy

Financial Sector Reform Policy in the Presidential Instruction (INPRES) Number 6 of 2007 is the continuation of the Financial Sector Policy issued in the middle of year 2006. The policy package was aimed to develop competition among banks, non-bank financial institutions, and the capital market to enhance the efficiency of the financial sector. 

A number of ongoing programs in line with this aim are the merger of the Jakarta Stock Exchange with the Surabaya Stock Exchange, the implementation of e-reporting, e-licensing, e-registration, and e-monitoring systems, as well as the implementation of remote trading in the capital market. 

The framework of the 2007 Financial Sector Reform Policy Package is similar to the previous policy package comprising five groups of policies namely Financial System Stability, Banking, Non-Bank Financial Institution, Capital Market, and others.  

C. The Acceleration of Infrastructure Development Policy

The government has issued a regulation concerning the Secretariat to the Policy Committee for the Acceleration of Infrastructure Development (KKPPI) and Procedure and Criteria for infrastructure projects which will be collaborated with private sector.  In addition, the implementation of projects which involves collaboration between the government and private sector was also completed.

The deregulation of land administration is stipulated in Presidential Regulation (Perpres) No. 65 of year 2006. Concerning infrastructure financing, the government issued Minister of Finance’s Decree (PMK No. 38/2006) concerning the control of the implementation and risk management of infrastructure provision.

D. Empowerment Of Micro, Small, Medium Enterprises (MSMES) Policy
The main objective of the MSMES Empowerment policy is to enhance the productivity of MSMES, to promote the effectiveness of programs and activities related to the empowerment of MSMES. This policy is also aimed at giving a more positive signal on the importance of the availability of a joint committee to support MSMES empowerment. 

The MSMES Empowerment Policy Package covers 4 major aspects namely (i) Enhancement of MSMES access to financing sources, (ii) Development of entrepreneurship and Human Resources , (iii) Enlargement of possible market for MSMES products, and (iv) Regulatory Reform. This Policy Package covers 11 policies, 20 programs, and 28 actions.


	Indonesia is finalizing a new economic policy package as a follow up of the previous policy packages as stipulated in the Presidential Instruction (INPRES) No. 6 of 2007 on Policies in Accelerating the Development of the Real Sector and Empowering Micro, Small and Medium Enterprises (MSMEs).

The new economic policy package will cover policies related to::

1. Improvement of Investment Climate;

2. Financial Sector Reform

3. Energy Security;

4. Natural Resources, Environment and Agriculture;

5. Micro, Small and Medium Enterprises (MSMEs);

6. Implementation of ASEAN Economic Community Blueprint;

7. Infrastructure;

8. Manpower and Transmigration Policy.



	Identification and Review of Proposed Regulations


	-
	Indonesia has been preparing a new economic policy package as a follow up of the previous policy packages as stipulated in Presidential Instruction No. 3 of 2006 on the Packages Policies for Improving the Investment Climate and Presidential Instruction No. 6 of 2007 on Policies in Accelerating the Development of the Real Sector and Empowering Micro, Small and Medium Enterprises (MSMEs).


	-

	Identification and Review of Existing Regulations


	-
	Indonesia has reformed regulations, laws and policies in many economic sectors in the effort to increase economic development. The three policy packages were issued in 2006 in order to accelerate economic growth, those are: 

a. Policy Package for Improving Investment Climate;

b. Policy Package for the Acceleration of Infrastructure Development and ;

c. Financial Sector Policy Package. 

Package Policies for Improving the Investment Climate

The Presidential Instruction No. 3 of 2006 in February 2006 on the Package Policies for Improving the Investment Climate aimed at improving Indonesia’s economic competitiveness in an increasingly competitive global environment has been issued. The Package contains the following series of programs and actions:

a. General Policies, including strengthening investment service institutions and synchronizing Regional and Central regulations.

b. Customs

c. Taxes

d. Labor

e. Small and Medium Enterprises and Cooperatives

Policies and Programs for Infrastructure have been prepared separately, but constitute an integral part of this Investment Policy Package.

Policies to improve investment climate consist of programs, actions and outcomes plus a time frame for realization.  Information on who is responsible for each action is also included.

In addition, the government is also resolving problems faced by economic sectors (oil, mining industry, forestry, etc.) and reduce investment costs, including interest rates.

The Policy Package for the Acceleration of Infrastructure Development 

This policy has been an effort to upgrade Indonesia’s infrastructure condition and improving its capacity.  

The Government of Indonesia (GOI) has embarked on a program to reform the infrastructure sector, consisting of three inter-related elements, namely (1) removing any form of monopolistic abuse and increasing healthy competition; (2) eliminating discriminatory practices that obstruct the private sector to participate in infrastructure provision; and (3) re-positioning the government’s role, including the separation of policy making from operational functions.

These reform are captured in four policy frameworks:

a. Strategic Cross Sector Policy Reform;

b. Sector and corporate policy reforms and restructuring of the industry to increase the competition;

c. Regulatory reforms to prevent the abuse of natural monopoly rights and to protect the consumer and investor;

d. Re-alignment of functions/roles of the Minister/Head of Agency/Regional Government Head as policy maker and State-Owned/Local Government-Owned Enterprises (BUMN/BUMD) as operator.

The package reinforces the government’s commitment to accelerate infrastructure provision through public service obligation (PSO) projects and PSP. There are four main items on the Government’s agenda for 2006; (1) establishing an effective policy, regulatory and institutional framework; (2) sector reforms; (3) local government participation; and (4) project transactions.

The Financial Sector Policy Package 

It is a package issued by the Government on July 2006.  This package was put in place to guide the financial sector reform needed in the effort to achieve the national development goals, namely to increase the economic growth of Indonesia, to enhance job opportunity, to improve investment climate and to accelerate infrastructure development.   

The Policy Package of Financial Sector consists of 5 (five) chapters: Financial System Stability, Banking Institutions, Non-Banking Financial Institutions, Capital Market, and Others.

	-

	Reform of Industry/Sector Specific Regulation


	-
	Indonesia has been conducting reform in various sectors. For further information regarding the sectoral reform, please check the related chapter of the Indonesia’s IAP 2008 as well as the website of Indonesia’s government agencies.


	-


	Improvements in Indonesia’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(   


	-
	-

	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.








