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Mexico’s Federal Regulatory Improvement Programme

Mexico’s federal regulatory improvement programme aims not only to produce higher quality regulations that achieve legitimate goals at the least possible cost, but also to instil a process through which regulatory decisions are taken on the basis of careful analysis, transparency and public consultation.  

The focus of the programme, which began in 1989, has evolved from ad hoc deregulation to the consolidation of a system of regulatory management through reforms to the Federal Administrative Procedures Law in April 2000.  

The Federal Regulatory Improvement Commission (COFEMER) co-ordinates the programme with the input of a Regulatory Improvement Council, comprised of business, labour, agricultural, academic and government representatives.  COFEMER’s legal mandate is to ensure transparency in the drafting of federal regulations, and to promote the development of cost effective regulations that produce the greatest net benefit for society. 

Main activities

COFEMER’s approach to regulatory reform is based on its mandate, and encompasses four main activities:

1. Diagnosis of and proposals to reform existing laws and regulations in specific areas or economic sectors. 

2. Transparent and analytical review of all draft regulations.

3. Elimination and simplification of business and citizen formalities.

4. Support for state and municipal regulatory improvement programmes.

These activities result in greater legal certainty, reduced regulatory costs, a sounder and more legitimate form of governance, and a business environment that promotes greater investment and job creation.

1. Diagnosis and reform of existing laws and regulations in specific areas or economic sectors. 

Investigative work

COFEMER, on the basis of its own research and of comments it receives from the Regulatory Improvement Council and other interested parties, reviews the national regulatory framework in order to pinpoint specific problems by area or economic sector.  COFEMER’s most recent diagnoses have been in the areas of:

· transparency and access to government information

· data protection

· water distribution and treatment

· natural gas

· imports of medical equipment for the handicapped

· conflict resolution in the electricity sector

All diagnoses all publicly available at COFEMER’s Internet web site.

Legislative reforms 
The investigative work of the diagnoses has led to a series of legislative and administrative reforms in the past years, including:

· Federal Administrative Procedures Law (2000).  The law was amended in order to consolidate and give greater permanence to federal regulatory reform efforts.  The amendments created COFEMER and the Regulatory Improvement Commission; require regulatory impact statements and full public disclosure for all legislative and administrative proposals so that interested parties may better understand their implications and participate in COFEMER’s review processes; create the legislative basis for the already existing Internet-based Federal Register of Formalities and Services, and stipulate severe sanctions (dismissal and a one year suspension from public service) for public servants that circumvent transparency requirements.

· Bankruptcy and secure transactions laws (2000).  New bankruptcy and secure transactions laws were enacted in order to improve the allocation of business sector resources and facilitate access to credit.

· Reforms to the Federal Metrology and Standards Law (1996, 1997).  An equivalence principle, whereby alternative compliance mechanisms to technology-based standards are allowed, was created; a fast-track procedure for the deregulation of obsolete standards was put in place; and now standards, both compulsory (NOM) and voluntary (NMX), must be reviewed every five years in order to ensure their effectiveness.

· Reforms to the Civil and Civil Procedures Codes and the Code of Commerce (1996).  Cumbersome court processes and formalities were stricken from the Codes, reducing both the number and duration of trials in Mexico City by more than half from 1995 to 1999.  This has resulted in citizens saving approximately 200 million dollars in legal fees since the inception of the 

reforms.  Home mortgage administrative requirements were also simplified, paving the way for their bundling and securitisation.

· Reforms to the Foreign Investment Law (1996).  Procedures for the registration of firms in the Commercial Public Register (Registro Público de Comercio) and for the approval of neutral or indirect investments in sectors subject to foreign investment limits were streamlined. 

· Pension reform (1996).  A system based on individual retirement accounts was created, providing incentives to reduce fiscal fraud or the under-reporting of income.  Efficiency gains are obtained due to the increased competition and transparency of private fund management.  Private savings is stimulated by the possibility of depositing additional voluntary savings into the accounts.

· Mining Law (1996).  Clear, transparent and efficient processes for mine tenders were created.

· Natural gas legislation (1995).  The law and implementing regulations for the natural gas industry were completely overhauled to allow private investment in the transportation, storage and distribution of natural gas.  As a result, the number of consumers will grow to over two million by 2002.  The result is net economic and environmental benefits because natural gas is both cleaner and cheaper than other fuels commonly used in Mexico.

Administrative reforms

In June 2001, President Vicente Fox signed an executive decree ordering a swift deregulation and simplification of business formalities of Mexico during the present year. The Federal Regulatory Improvement Commission (COFEMER) is in charge of supervising the three main activities contained in the decree, and of reporting the corresponding results to the President.

· Elimination and simplification of business formalities.  At least 20% of all business formalities already listed in the Federal Register of Formalities and Services must be slated for immediate elimination or simplification.  All government agencies must identify and submit related formalities to COFEMER before the end of July 2001.  After public consultation and review by COFEMER in August, government agencies will have to legally modify the business formalities before the end of September. 

· High impact business formalities.  Before the end of July 2001, each government agency (ministries and sectoral regulators) must identify at least its five most requested or highest impact business formalities.  The agencies must also produce an analysis of the formalities’ rationale and justification, and propose measures to eliminate or simplify them, including legislative measures.  Any interested parties may submit opinions and suggestions during the month of August.  COFEMER will then comment on the analyses and public opinions. The purpose of these efforts is to detect the main formality-based regulatory barriers to business in order to prepare a miscellany of related legislative and/or administrative reforms by September 2001.

· Submission of two-year improvement regulation programmes.  No later than July 13, all government agencies must submit their draft two-year regulatory improvement programmes to  COFEMER, in order to improve the quality of their rules and regulations. Interested parties may choose to comment on the programmes during August, after which COFEMER 

will make its analysis of the programmes  public.  Final programmes will be complete in September 2001.

COFEMER, in close co-operation with different ministries and the President’s legal counsel, has also drafted reforms to or new implementing rules (reglamentos) in the areas of natural gas, foreign investment, technical standards, mining, and competition.  It played an instrumental role in identifying and clearing obsolete regulations from the legal code by drafting the Presidential decree that would repeal 181 reglamentos, decrees and agreements in 1997. 

2. Transparent and analytical review of all draft regulations.

During the last six years, COFEMER has reviewed and proposed improvements to more than 800 draft legislative and administrative regulations with the help of the Regulatory Improvement Council and ad hoc private sector work groups.
  The transparent review process seeks to improve draft proposals by ensuring that regulations meet their goals with the least possible burden on society.  An essential part of this process has been the use of regulatory impact statements since 1997, which has made the evaluation, analysis and justification of draft regulations standard practice.  Beginning in July 2001, new guidelines for development of regulatory impact statements and for the review process of draft regulations will be available online.  Training seminars will begin in August 2001.

In accordance with the Federal Administrative Procedures Law, all regulatory proposals must be sent to COFEMER and made public at least 30 working days before they enter into effect.  COFEMER must consider all comments and proposals received from interested parties (whether they be domestic or foreign) before rendering its judgement on proposed regulation.  COFEMER does not have the power to veto regulations, but ministries and regulatory agencies must clearly justify disagreements with COFEMER’s judgements.  The list of proposals currently under review can be consulted at COFEMER’s web site.

Recent reviews have led to the introduction of disciplines in the Federal Cinematography Law implementing rules (2001) to avoid monopolistic practices in the distribution and showing of movies, and to the setting of specific time limits (in law) to financial sector formalities applied by the Ministry of Finance, the National Banking and Securities Commission, and the National Financial Services Commission, among other institutions.

Among the most important legislative proposals reviewed and improved in recent years are:

· General Health Law and implementing rules (1997-2000).  Low risk activities were exempted from sanitary licence requirements, and the production and commercialisation of generic drugs was legalised, leading to consumers savings of up to 40% in some cases.  

· Business Chambers Law (1997).  Mandatory affiliation to business associations was eliminated.

· Airports  Law (1996).  Allowed the granting of concessions for the construction and operation of airports.

· Environment Law (1996).  The delimitation of powers between federal, state and local authorities was clearly defined and the cases in which federally required environmental impact statements explicitly and precisely stated.

· Federal Intellectual Property Rights Law (1996).  Parallel imports were allowed and procedures for prosecuting copyright infringements were improved.

· Federal Telecommunications Law (1995).  Conditions for granting radio spectrum and public telecommunications networks concessions were clearly specified, as were the criteria for determining financial, technical, legal and administrative soundness, and the framework for future regulatory measures.

· Railroads Law (1995).  The construction, operation and use of railways were opened to the private sector.

Significant pre-emptive regulatory improvements were also incorporated into major implementing rules (reglamentos) in the areas of labour, safety and inspections, co-production and self-supply of electricity, water, civil aviation, health products and services, and fishing and fisheries, among others.

3. Elimination and simplification of business and citizen formalities.

Formalities are defined as regulations that imply the exchange of information (generally involving forms) between the government and private parties.  A major effort has been undertaken to first identify all formalities and then eliminate or simplify them as much as possible.  The process for business formalities is nearly complete.  Since 1995, over 45% of the business formalities applied by eleven ministries have been eliminated,  and approximately 90% of the remaining ones simplified.  

These formalities can be found in the Federal Registry of Formalities and Services, accessible through COFEMER’s web page, where users can also find a large number of specific forms and user-friendly search tools.

The deregulatory process has now been extended to citizen formalities.  By 2003, only formalities listed the Register will be legally applicable.  Furthermore, all currently listed formalities must be applied exactly in the way they appear in the Register.  

4. Support for state and municipal regulatory improvement programmes.

Given that Mexico is a federal republic, great emphasis must be placed on the improvement of procedures not only at the federal level, but also within state and municipal governments.  Rules, particularly in the areas of environmental protection and road freight, must be made fully 

compatible and complementary in order for the nation as a whole to reap the benefits of improved systems of governance and regulation of private activities.  

COFEMER’s work has helped expand regulatory improvement beyond the federal government.  In the spirit of Mexico’s renewed federalism, the governors of each of the 31 states signed co-ordination agreements with the federal government in 1995, in which the states agreed to implement regulatory improvement programmes similar to the one carried out at the federal level, and the federal government agreed to provide them with technical assistance through COFEMER.  As a result, COFEMER has maintained close contact with state and municipal authorities in order to attain an efficient and complementary regulatory framework in and across all three levels of government.  Among some of the specific actions taken:

· 23 states have signed co-ordination agreements with their most important municipalities.

· COFEMER has helped 17 states in the creation of Internet-based formality registries, and 22 in the design of legislative reforms to set up regulatory management systems, to speed up court proceedings and to facilitate access to home financing.

· As a result of the Business Co-ordinating Council’s participation in the federal reform effort (through the Regulatory Improvement Council), it has published three yearly evaluations (1999-2001) of the quality of regulations in each state and the Federal District (Mexico City) in order to promote awareness of regulatory reform among state governments (www.cce.org.mx).

· In recognition of Mexico’s innovative cross-governmental regulatory reform practices, the Organisation for Economic Co-operation and Development co-sponsored the first international conference on improving the quality of regulation in sub-national governments with the state of Puebla in 2000.

· During 2001, COFEMER will work on a pilot programme on municipal regulatory reform with five major urban areas.

5. Priorities for the future

Short term

· Presentation of every ministry’s and regulatory agency’s two-year regulatory improvement programme to COFEMER by July 13th, 2001, for public comment.

· Formal presentation of regulatory reform commitments measures by the Ministry of Finance (including a registry of fiscal formalities) and other decentralised bodies such as the Mexican Social Security Institute.
· Full implementation of specific regulatory improvement guidelines set out in the recent amendments to the Federal Administrative Procedures Law (including regulatory impact analysis and review process criteria).

· In-depth analysis and reform of customs procedures.

· Completion of the already advanced process of environmental regulation reform.

· Launching of municipal regulatory improvement programmes.

Medium to long term

· Access to government information and data protection..  Clearly regulated access to government documents and records is a top priority.  Also, quality regulation to promote the free flow of information (public and private) could lead to a wide range of vital professional services for small and medium size firms and citizens in general (particularly facilitating access to credit).  Regulation regarding the protection and transfer of personal information by private firms is also of prime importance.  

· Regulatory improvement in non-tradable services.  Design of pro-competitive regulation in the air transportation, telecommunications and electricity sectors, and of network industries in general, even when the state is the sole provider of such services.  The deregulation of some non-tradable services, such as natural gas and road freight, has been extremely successful.  Consumers are now offered more and better services, and benefit from lower prices, in spite of geometric increases in demand.  An independent diagnosis of the institutional architecture, mandate and autonomy of regulatory agencies may also be appropriate in this area.
· Financial sector regulation.  Mexico has a large number of institutions that regulate the financial sector (7 in all);  this implies high administrative costs compared to the practise in other countries.  Federal authorities must be provided with clear, simple and consistent mandates, and disciplines fully consistent with the Federal Administrative Procedures Law.

· Water regulation. Regulatory details need to be worked out in order to ensure the efficient use of water.  COFEMER has prepared an in-depth diagnosis of the challenges in this area.

For more information, please contact:

Mr. Ali B. Haddou-Ruiz

Tel: (52) 57.29.94.16

Fax: (52) 57.29.92.40

e-mail: ahaddou@economia.gob.mx










� For an independent assessment of Mexico’s regulatory improvement programme up to 1999, see OECD, Regulatory Reform in Mexico (Paris: 1999). 


� Prior to May 2000, this work was carried out by the Economic Deregulation Unit of the Ministry of Commerce and Industrial Development (now Ministry of the Economy) and the Economic Deregulation Council.


� All COFEMER’s diagnoses of regulations in specific sectors are available online (in Spanish only).





[image: image1.wmf]_992065859.doc















