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The Benefits of Digital
Licensing & Permitting

to APEC Economies

In-person, paper-based methods for business permit and license applications continue to dominate the
government landscape across a majority of industries in the Asia Pacific. But inherent inefficiencies in the
execution of paper-based application procedures result in projects and planned investments being
delayed, sometimes for months, or even years, as they await necessary approvals. Such delays raise the
costs of investment, but also represent lost employment, slower economic growth, and negatively affect
economic competitiveness. In addition, offline payments for licensing and permitting (L&P) services and
unlinked government databases have a tendency for leaks within the system, since fees are collected at
various stages by different agencies. This increases opportunity for corruption.

Digitalizing government L&P services can lead to faster, more transparent, and less costly permitting
processes, which, in turn, can improve employment rates, limit corruption, increase tax receipts for
government, and accelerate broader economic growth:

° According to the World Bank, there are typically between 12 to 26 steps and milestones in e-permitting,
depending on the digital maturity of the economy. With digitalization, the workload, and time and
number of touchpoints required during the permitting process can be reduced by 30%. The 2020 World
Bank Doing Business Report notes that it takes an average of 168 days to issue a permit. With an online,
transparent process, this can be reduced to 114 days or less. The Republic of Korea, for instance, has
managed to bring down the timeframe to less than 86 days.

° The Organisation for Economic Co-operation and Development (OECD) estimates that with centralized
and traceable L&P processes aided by digitalization, government revenues from L&P issuance can
increase between 25 to 30%.

. Studies show that efficient permitting leads to a 16.5% increase in property tax collection.

. A municipality in Latin America that launched an electronic business licensing and land use system
experienced significant improvement in commercial licensing, with requests for bribes by municipal
agents falling by 74% and those by third parties falling by 85%.

Policy Recommendations: Digital Licensing & Permitting | 3



The onset of COVID-19 has exacerbated existing issues with traditional L&P processes. L&P has slowed
even further, as economies that were too reliant on in-person and paper-based processes are now forced
to institute social distancing policies, and government entities manage with less-than-full workforces. As
of 1 May 2020, 61% of the 190 global economies that the World Bank tracks were no longer facilitating
permit applications due to COVID-19.

On the other hand, the global pandemic has accelerated broader trends towards digital delivery of
government services in a range of sectors, including in healthcare, retail, and education, among others. As
economies emerge from the COVID-19 global stand-still, digitalization has taken on an additional
dimension beyond efficiency and transparency. It has become a measure of an economy’s resilience. It
provides business continuity in an era of remote work, prevents paralysis of key regulatory processes due
to COVID-19, and safeguards individuals. Governments that embraced digitalization were able to better
deliver healthcare and services, meet citizens’ needs, sustain remote work and enable businesses to
operate, and better manage COVID-19 overall.

This report aims to provide foundational elements of an overall strategy that APEC economies can
consider as they seek to digitalize their own L&P processes. They include suggestions for voluntary, APEC-
wide initiatives that can serve as standards-setting measures, which will provide additional impetus for
local governments to comply. Implementation of the recommendations will entail striking a balance
between protecting investor and business data, and facilitating cross-jurisdiction data flows, new ways of
re-organizing governance, and instituting a robust digital infrastructure.

Experts convened via the APEC project, Implementing Digital Permitting & E-Government Measures to
Advance the Post-COVID-19 Economic Recovery: (a) discussed immediate, actionable recommendations
for digitalizing L&P processes; (b) deliberated a voluntary region-wide certification process; and (c) shared
case studies from the OECD; Chile; and Chinese Taipei that provide context-specific examples of
digitalization.

Recommendations for APEC economies:

1. DEFINE and DEVELOP criteria for “holistic” digital licensing

2. DEMONSTRATE political will and leadership to digitalize L&P
processes

3. PROMOTE an enabling regulatory and policy environment
EDUCATE public officials and build capacity among stakeholders

DEVELOP a regional certification model to aid implementation
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Recommendation One:

Define and Develop Criteria

for “Holistic” Digital Licensing

APEC economies should develop a harmonized, consensus definition for end-to-
end, fully-digital L&P — and promote that definition as a regional best practice.

An APEC definition of “holistic” digital licensing is useful, so all economies have a common understanding
of what it entails. This report, in consultation with experts engaged in this APEC initiative, offers that truly
effective digital licensing is one that allows services to be transacted online throughout the entire process,
from start to end. Exceptions may be necessary in specific circumstances when there is a need for
in-person inspections — for example, during building construction — but the process should digitize and/or
automate every procedure that does not require paper-based engagement, or in-person interaction.

The proposed criteria for holistic digital licensing are:

° Availability of information and rules online. Applicants should be able to access information about the
permit application process online so there is consistency and transparency about requirements and steps
involved.

° Ability to pay for, and renew permits online. Aside from convenience, online payments allow better
tracking of cash flows across agencies and minimize opportunity for corruption. For instance, in the U.S.,
approximately 20-25% of emergency funds for Hurricane Katrina relief were lost without proper digital
protocols and means to track them. When online tracking systems were instituted, this figure dropped to
2.3%. During the current pandemic, the ability to make payments online also safeguards individuals and
public health officials, and aids business continuity.

° A single window to apply, process, and track permits. A single window only for the purpose of permit
applications will simply translate online the same bottlenecks that exist in a paper-based process. One
should also be cognizant that a single window is not just about eliminating physical visits to government
agencies, but integrating data so individuals do not have to provide information the government already
has, or input them multiple times during the permit application process. A central online information
repository will address this issue.

In some economies, like Canada, following the Westminster system, the central government does not
have direct relationships with local governments. Establishing a centralized service/repository of
information that can facilitate information sharing may therefore be more challenging.

° Online disclosure of any required mitigation. Larger investments, notably construction projects, require
impact mitigation which is generally a negotiated process. This makes it fallible to corruption, and
arbitrary decision-making. Disclosing mitigation online ensures transparency and accountability, and
engenders trust in the system.
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