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1. Introduction 

Everyone is interested in regulation these days.  

To put this in the broadest context, in a world where regulation appears on the front page of major 

newspapers almost daily, the first order of business is how better regulation can contribute to the economic 

recovery. Countries are taking a broader and longer term view, using the window of recovery to 

strengthen regulatory reform, targeting growth sectors and lifting productivity. A key message is to 

get the level of regulation right, using existing tools.  

If everybody has an interest in better regulation, then someone must have responsibility to assess what 

works well and what doesn’t, to measure and compare progress, to develop proposals for improved 

methods, guidelines, and principles. There is a community of leaders in member countries who have to 

look at regulation, not from a sectoral perspective one at a time, but from a whole of government 

perspective, taking account that regulation is as much a matter of good governance as it is of good 

economic and social policy. When Felipe Duarte, Vice-Minister for Competitiveness, met with colleagues 

at the inaugural session of the new Regulatory Policy Committee at the OECD, he emphasized how 

important it is to deliver results. This calls for a cultural change in public administration, to put the user, 

the citizen or businessman, first, and to give priority to the impact of regulations on productivity. Because 

short-term pressures can compromise consultation and impact assessment, evidence-based decision-

making needs to be reinforced, and better integrated into the decision-making process.  

Good regulatory management can release productivity gains, boosting entrepreneurship and 

investment. This calls for measures that tackle the flow of new regulations, to see to it that they are 

necessary and appropriate, and to estimate the compliance costs that will be incurred, understanding that 

these costs must be compared to the benefits of better regulation. And for measures that reduce or 

eliminate the stock of unnecessary and obsolete regulations that have accumulated over the years. 

Mexico’s programmes for administrative simplification over the life-cycle of a business, and the newest 

Presidential initiative to identify and remove regulations that are no longer indispensable to policy 

objectives, address both issues directly. 

Because domestic regulatory frameworks affect the factors of competitiveness, they matter more, not 

less, in a global, open economy. Put another way, fiscal constraints limit scope for independent monetary 

policy, leaving more flexibility for competition and regulatory policies.  

2. Competitiveness 

Because we all link regulatory reform to competitiveness, a few comments on competitiveness are in 

order. Like governance, we refer to it all the time and try to measure it, comparing cities, regions and 
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countries, but sometimes forgetting that it embodies concepts rather old in economic theory, yet as up to 

date as the Nobel prizes of Douglass North and Robert Engel, and of Paul Krugman. 

The theory can be practical, explaining what we know intuitively about what works and what doesn’t, 

and helping us to avoid mistakes. 

Let me put before you five points which can be found in the writings of Jane Jacobs and Frederick 

Hayek in the 2
nd

 half of the 20
th
 century, in the essays of Frédéric Bastiat in the mid 19

th
 century, and in the 

magisterial books of Adam Smith a century before: 

 Respect what the state can and must do, and what the private sector can and must do, and respect 

these differences: do not transfer or cross-over roles; 

 Co-operate, to bring the respective strengths and competences of the public and private sectors to 

bear on specific problems; 

 Create endowments: social and human capital are not fixed in nature; 

 Add value through innovation, in markets enlarged through competition and trade; and 

 Preserve conditions of liberty and rule of law: the law must protect the public good, not the 

interests of special groups. Regulatory frameworks should release individual talents and 

encourage free enterprise. Information and transparency, and regulatory risk management, are 

essential to this. 

You can see that the Mexican programme for regulatory reform, which can be compared to a 

sophisticated piece of engineering – repairing a part of a machine which must continue to function even as 

it is being worked on – corresponds to principles validated in international experience.  

3. Administrative simplification 

Administrative simplification has been central to regulatory reform policies in many countries during 

the last decade. Its importance is even more obvious now when we are trying to find our ways to re-boost 

the economic growth. Cutting red tape is a relatively inexpensive way to free up resources that are being 

spent by businesses on compliance that can be invested into creating jobs and support economic recovery 

and growth. It works by: 

  Liberating value by reducing transaction costs; 

  Taking the point of view of the citizen; and 

  Promoting innovation and adoption of best practice. 

No longer can we afford such excuses as: “We’ve always done it this way”, or “Things are different 

here.” 

The way the company registration process is organised and executed sends a signal about the 

efficiency of the public sector and its attitude toward business. The challenge for governments is to balance 

the use of administrative procedures as a source of information and a tool to implement public policies, 

against the costs and interference these generate.  

All OECD countries formulated explicit programmes to reduce unnecessary administrative burdens 

imposed on its citizens and businesses by government regulation. Making Life Easier for Business and 

Citizens was the title of the OECD review of administrative simplification and e-government in Portugal. 

Many countries have used methods for measurement and quantification of administrative burdens based on 

the Dutch Standard Cost Model. The experience gathered and analysed by the OECD Secretariat shows 

that quantification proved to be helpful in enabling to set the quantitative targets for reduction and to put 
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pressure on all the actors involved in the simplification projects to fulfil the goals set by national 

governments. Mexico has used the standard cost model to good advantage, measuring the cost of 

“tramites" across the life-cycle of a business, and developing powerful facts to communicate to the public 

The life-cycle perspective, together with a focus on linking federal initiatives to efforts by states to 

improve their regulatory environments, constitute two of the distinctive features of the Mexico approach to 

cutting red tape. An OECD review of Mexico at the end of 2010 would present a model different from that 

of the Netherlands or of Portugal, but of equal merit in the international community. 

The needs of SMEs are particularly relevant in a programme on administrative simplification. SMEs 

provide most new jobs in growth sectors; are most likely to increase workforce participation; and are 

responsible for a significant share of innovation, and of the take-up of ICT. But they face the heaviest 

regulatory costs up front. 

Governments need to address these issues. Active communication with the stakeholders during the 

administrative simplification projects is crucial. Qualitative methods of assessing the administrative 

burden have to be employed as a complement to the quantitative measurement. Regulated subjects must be 

consulted when identifying suitable “candidates” for simplification and the irritation factor has to be taken 

into account. Presentation of the achievements in the area of cutting red tape has to be efficient, showing 

concrete impacts these projects may have on a day-to-day life of individual citizens and businesses.  

Administrative simplification may have opened the door for implementation of other important 

regulatory quality tools by attracting attention of interested subject to this issue. On the other hand, the 

popularity that it has gained may be counterproductive if too much attention is paid to only this one 

segment of regulatory impacts. Administrative burdens may represent only a small part (some estimates 

speak about 20%) of the overall regulatory costs. Attention ought to be paid to the benefits regulation may 

bring. There is no doubt that effective regulation is needed in many sectors of the economy including the 

financial sector. Regulatory costs must be therefore continuously compared to the benefits of 

regulation and OECD will always insist on that. 

The benefits of administrative simplification extend beyond making it easier to start a business, or to 

nurture its growth. Regulatory reform brings dynamic effects to countries: their economies are no longer 

the same, meaning that there are considerable spill-overs of a positive nature. 

First, the full benefits of competition policy can only be realised if business start-ups and development 

are easier. In other words, taken together, easier conditions for entrepreneurs, and stronger competition 

policy, open opportunities for firms to do what they do best: anticipate and meet market needs. And 

competition is essential to dampen inflation. 

Second, reform improves the quality of and access to infrastructure. Business needs customers and it 

needs resources. Infrastructure is essential to bring people and goods to markets, and to provide businesses 

with the services – water, power, land, transport and a clean environment – that they and the people they 

employ need. Investment in infrastructure and access to infrastructure are affected by the regulatory 

environment. Overly complex and time-consuming procedures, concerns about future benefits and how 

they will be realised, all handicap the supply of infrastructure. But without better infrastructures, the delays 

and costs associated with constructing a business site – what it takes to open a business on the ground – 

will more than eat up the gains of a One Stop Shop. Again, there is a win-win situation to be had. 

Mexico has made progress in this regard. In 1995, in our report on Decentralisation and Local 

Infrastructure in Mexico, we asked:  

What kinds of infrastructure investment are more likely to generate SMEs? 
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How can local government promote private-sector involvement in the city as part of its mission? 

How can the benefits of globalisation be matched with social and environmental needs at local 

level? 

These issues are now firmly embedded in policy agendas. 

Third, there is the link to innovation. Simply put, new firms are more likely to be flexible, to generate 

and take up innovations. Regulatory reforms, especially those which tackle obsolete regulations or 

regulations which protect incumbents, are likely to have positive effects on innovation. 

Finally, let me mention rule of law. When businesses encounter overly costly regulatory barriers, they 

take the risk of falling into informality. And corruption increases. Building a strong formal economy is not 

just about improving the collection of taxes; it is about creating a level playing field based on laws that 

apply impartially and uniformly. This is an intangible good, which in its absence leads not only to 

corruption, but to cynicism about how legal processes are manipulated. Cheating on the rule of law is a 

false economy: everyone pays a higher price in terms of security risks and a lack of confidence. 

Multi-level regulatory governance 

The next frontier when making regulation across sectors is to take administrative simplification down 

to the regional and local levels, where people start business, and where most of the investment for green 

growth and in infrastructure will take place.  

In all countries the relationship between levels of governments is characterised by mutual 

dependence. For historical and political reasons, as well as issues of sovereignty, roles and responsibilities 

for outcomes must be shared. Executing tasks, overcoming obstacles and accomplishing policy objectives 

requires co-ordination among government actors. These relationships are complex: they are vertical (across 

different levels of government, horizontal (across the same level of government) and networked with 

private actors outside of government.  

The complexity of these relationships creates the potential for gaps horizontally and vertically in the 

capacities of government to operate effectively. These gaps include: the fiscal capacity of governments to 

meet obligations, information asymmetries between levels of government, gaps in administrative 

accountabilities, and often a lack of human, or infrastructure resources to deliver services.  

Clearly this is a major challenge for governments generally: to become more effective in the design of 

policies and the delivery of services to the public across all levels of government. The 2005 OECD 

Guiding Principles for Regulatory Quality and Performance (OECD 2005) encouraged countries to 

“commit to regulatory reform at the highest political level, recognising that key elements of regulatory 

policy – policies, institutions and tools – should be considered as whole and applied at all levels of 

government.”  

This implies two broad factors for ensuring regulatory quality in a multilevel context;  

 the development of regulatory management capacity at a sub national level with a focus on 

improving the stock and flow of regulation and the facilitation of national markets; and 

 arrangements to promote co-ordination and coherence across levels of government, the 

removal of regulatory overlap and the practical application of the principle of subsidiarity. 

Identifying lessons that can be translated from one jurisdiction to another is a challenge. The 

OECD has been an important source of comparative advice on the performance of regulatory management 
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systems. In some cases lower levels of government can be powerful advocacies for reform and a 

source of good practice.  

One of the key messages is that countries that successfully approach reform in this way can 

expect to reap productivity benefits across the economy, through the redesign of regulatory process 

and the removal of regulatory burdens and better coordinated action.  

Final remarks 

Improving public and consumer confidence in regulatory systems remains a challenge. Countries 

including Mexico which undertook extensive reforms after the banking crises of the 1990s are now in 

better shape. But regulatory initiatives for structural reform may be put on hold because of the negative 

image of reform (especially deregulation) that has developed during this crisis. Communicating and 

increasing awareness of the benefits of better regulation will help boost support for further reforms. 

Solid analysis can be picked up by the media, helping NGOs and business to better understand the benefits 

that properly designed regulation can bring. 

The sense of what is possible in Mexico is already changing. Everyone recognizes the volume and 

quality of diagnostic studies, and those of the Mexican situation are very good indeed. Getting something 

done is harder than knowing what needs to be changed. At the inaugural symposium of the OECD’s 

regulatory Policy Committee last November, Vice-Minister Felipe Duarte emphasized that delivering 

results is what matters. 

As I said at the beginning of my remarks, this is a very dynamic field. Next year, the OECD will 

complete a synthesis study of ten years of regulatory reform, drawing on reviews of 15 EU member states, 

plus studies of Mexico, Japan, Korea, and Australia. We will combine this retrospective view with a 

forward-looking vision of regulation. It is one thing to project current trends a couple of years into the 

future and ask ourselves whether we think these are going in the right direction. It is quite another to start 

from a vision of where we want to be in 2015 or 2020, of what kind of economy and society we want for 

our citizens, and how they will enjoy the benefits of good government which is accountable, transparent, 

and when it needs to be, courageous, and then ask how our efforts to improve regulation will help us 

achieve that vision. 


