
	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 2009

The Lee Myung-bak administration, launched in 2008, placed priority to regulatory reform in the belief that it is one of the most effective methods to improve business environment and augment Korean economic growth potential. As a result, the government has embarked upon massive and broad reform initiatives with focus on key regulations. Also, to overcome current economic crisis, the government has taken strong regulatory reform measures such as “Temporary Regulatory Relief” and “Regulatory Reform for Promoting New Growth Engine Industries”. 

The administration has undertaken measures to overhaul old regulations and implemented institutional and system improvements for enhancement of regulation quality and performance, such as “Regulatory Information System”, “Overhaul of Unregistered Regulations” and “Extending the Application of Sunset Law”. In addition, it has laid foundation for all ministries to carry out regulatory reform proactively by offering better incentives.



	Korea’s Approach to Deregulation/Regulatory Review in 2009

	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(  

	▪ 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 Prime Minister’s Office enacted “the Basic Act on Administrative Investigation” in 2008. The Act stipulates the principles, methods, and procedures of administrative investigation and is expected to enhance the level of transparency of regulations.
▪ Establishment of the Presidential Council for National Competitiveness
In order to maintain the high administrative priority given to regulatory reform, Korea established the Presidential Council for National Competitiveness, an advisor group to the President, and discusses major regulatory reform tasks in monthly Presidential meetings. In doing so, the government can firmly carry out various regulatory improvement tasks such as rationalization of metropolitan area regulations and streamlining of industrial complex procedures.
▪ Perception Survey on Regulatory Reform in 2008
The Regulatory Reform Committee surveyed 3,000 people including citizens, experts and public servants to check satisfaction with regulatory reform efforts and more than 60% of the respondents were satisfied on the average. Ministries got feedback from the result to improve the performance of regulatory reform.
▪ Receiving Reform Proposals and Subsequent Improvements
A total of 1,795 regulatory reform tasks were found in 2008 after government-wide opinion collection from economic organizations and on-site confirmation process, and 908 out of 1,249 tasks that were subject to completion before the end of 2008 were reformed.  The tasks included improvement of corporate ownership structure, enhancement of financial market competitiveness, efficient use of land and so on.

	▪ Completing Regulatory Information System

In August 2009, Korea completed the Regulatory Information System (RIS) for transparent and systemic management of regulation data and to facilitate efficient regulatory operations. By using the RIS, the government can provide businesses and the general public with more diverse and organized information on government regulations in a transparent manner.
▪ Overhaul of Unregistered Regulations
 According to the Basic Act on Administrative Regulations, the head of the central administrative agency shall register regulations with the Regulatory Reform Committee and the committee shall make the list of regulations public. However, there were some regulatory provisions which were not registered. 

In 2009, the committee registered 5,487 provisions as regulations out of 12,486 which Korea Economic Research Institute assumed as regulations. As a result, the transparency of regulations has been increased.
▪ Temporary Regulatory Relief(TRR)
To cope with unprecedented economic crisis in a global scale, the Korean government started TRR, which the government can suspend or ease the existing burdensome regulations temporarily for less than 2 years. After the two-year relief period, the suspended or eased regulations will be restored, excluding regulations deemed to be suitable for permanent elimination.
▪ Reducing Administrative Burdens by using E-government
Korea is committed to reducing administrative burdens imposed on businesses and citizens. Korea has made significant efforts to alleviate administrative burdens that can discourage business operations including foreign firms. Businesses and private citizen benefit from E-government portal services including: Government for Citizens (G4C), Government for Businesses (G4B), and Government for Foreigners (G4F) that are designed to provide a one-stop e-government service for various corporate administrative needs.


	▪ Reducing Administrative Burden by upgraded E-government
To offer world-best on-line civil service and reduce administrative burdens, the Korean government has been establishing an upgraded version of the current on-line administrative service system, aiming to offer almost every civil affair service via the Internet by 2010. 
▪ Developing TRR as a New Regulatory Reform Method
The TRR program has established a new method of regulatory reform by which the government can ease or repeal certain regulations for a predetermined period, while keeping the fundamental tenor of the regulation impact. The Korean government will continue to develop the TRR as a new method for regulatory reform.

	Identification and Review of Proposed Regulations


	▪ RIA system for SMEs
The Regulatory Reform Committee newly adopted RIA for SMEs to assess the impact of new or reinforced regulations on small and medium businesses. To perform this job, Small and Medium Business Administration made Regulatory Impact Assessment Division.
	▪ Publishing Manual for Competition Assessment
The Fair Trade Commission published Manual for Competition Assessment according to the Competition Assessment Toolkit of OECD. Through this manual, the impact of new or reinforced regulation on market competition can be considered more thoroughly in review process.

▪ Revising Manual for writing RIA report
The Regulatory Reform Committee revised manual for writing RIA report in easy terms enabling civil servant to perform RIA thoroughly before creating a new regulation.

	

	Identification and Review of Existing Regulations


	▪ Formulating/distributing “Regulation Map”
To help citizens and businesses to better understand government regulations, the Korean government compiled related regulations in a package and distributed a “Regulations Map” by which the key regulations can be figured out at a glance.
▪ Regulatory Reform Task Force (RRTF) : Improvement of bundle regulations
From 2004 to December 2007, the RRTF implemented improvement on bundle regulations in 7 sectors including business establishment, management conditions, logistics and distribution, etc. As a result, RRTF completed 68 key objectives for improving bundle regulations which includes 1,831 specific tasks.
▪ Reduction of Administrative Investigations

Since 2008, 20% of administrative investigations (80 out of 415) have been reduced to place less burden on citizens and businesses.
	▪ Extending the Application of Sunset Law

The sunset law will be applied to not only new and reinforced regulations but also some amount of existing regulations so that the government will regularly review the feasibility of existence of a certain regulation. In 2009, applying sunset law to 30% of existing economic regulations will be completed. 
▪ Autonomous Regulatory Reform of Each Ministry
Since 2004, each ministry set regulatory reform goals to pursue overhaul of regulations on an autonomous basis. In 2009, ministries submitted 1,167 reform tasks to Regulatory Reform Committee and completed 583 tasks in the first half of 2009.
▪ Regulatory Reform of Local Governments

The Regulatory Reform Committee gathered reform proposals from local businesses and governments. In the first half of 2009, the RRC completed improvement of 151 proposals out of 419.
	▪ Applying Sunset Law to Social and Administrative Regulations

In 2010, applying sunset law to existing social and administrative regulations will be completed.


	Reform of Industry/Sector Specific Regulation


	▪ Regulatory Reform for Businesses

The Presidential Council on National Competitiveness and the Korea Chamber of Commerce & Industry made a taskforce to deal with regulatory difficulties felt by businesses. In 2008, this taskforce received 802 regulatory reform proposals from Korean business groups and foreign chamber of commerce in Korea, 324 of which were met with improvement.
	▪ Regulatory Reform for Promoting New Growth 
Engine Industries
Korea has been making a strong effort to find out and promote 17 new growth engines in 3 areas, namely green technology, advanced convergence and high-value-added service sectors to present a new economic vision for the post-crisis era. To that end, for the successful promotion of the new growth engines, the Korean government is simultaneously pursuing new growth engine regulatory reform. 
Major targets of regulatory reform are as follows. First, newly growing industries that suffer from a disadvantageous market position because of outdated regulatory institutions. Second, areas that need a preemptive regulatory reform to prepare for changes in our future society and technology. Following 8 industries are on the top of the reform agenda as a main target of regulatory reform; new and renewable energy, green transportation system, broadcasting and communications convergence, global education, biotechnology & medical devices, MICE (Meeting, Incentive, Convention and Exhibition) tourism & global health care.

	▪ Reform of Entry Regulations

Since 2009, Korea has reformed entry regulations which decreases market competitiveness and consumer welfare. 29 tasks were set for improvement in 2009, and revision of related provisions and reform of other entry regulations will be continued in 2010.


	Improvements in {Economy’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. 

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.
Since 1998, the RRC has been published the White Paper on the status of regulatory reform implementation and regulatory review so that people can easily get the information on regulatory review and reform.

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. 
The Korean government enacted the Basic Act on Administrative Investigation to heighten regulatory transparency, and made the results of RIA public via the Internet when legislation is notified. In addition, it pursued local governments’ regulatory reform to further increase the transparency of regulatory enforcement.
In 2008, the Presidential Council for National Competitiveness, an advisor group for the President, was established to discuss major regulatory reform tasks.

In 2009, Regulatory Information System was completed fir transparent and systematic management of regulation data and to facilitate efficient regulatory operations. Also, to overcome economic crisis, the Korean government implemented “Temporary Regulatory Relief”, which the government can suspend or ease the existing burdensome regulations temporarily for less than 2 years.

	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.
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.
In 2008, RIA system for SMEs was adopted to assess the impact of new or reinforced regulations on small and medium businesses. Manual for Competition Assessment was also published to assess the impact of new regulation on market competitiveness in 2009.

	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 December 2007, 68 key objectives were set for improving bundle regulations and 1,831 specific tasks were identified.
At the end of 2007, the Korean government compiled related regulations in a package and distributed a “Regulations Map” by which the key regulations can be figured out at a glance.


	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. The Korea-EFTA FTA was signed in Dec. 2005 and the Korea-ASEAN FTA was finally signed in June 2009. Plans are being made for FTAs with Japan, Canada and Mexico (Korea-US FTA is now on the confirmation procedure).
The Presidential Council on National Competitiveness and the Korea Chamber of Commerce & Industry made a taskforce to deal with regulatory difficulties felt by businesses. In 2008, this taskforce received 802 regulatory reform proposals from Korean business groups and foreign chamber of commerce in Korea, 324 of which were met with improvement.

Korea has been making a strong effort to find out and promote 17 new growth engines in 3 areas, namely green technology, advanced convergence and high-value-added service sectors to present a new economic vision for the post-crisis era. To that end, for the successful promotion of the new growth engines, the Korean government is simultaneously pursuing “Regulatory Reform for Promoting New Growth Engine Industries”.


( 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.








