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APEC-OECD Co-operative Initiative on Regulatory Reform: Third Workshop

Jeju Island, Korea 16-17 October, 2002.

WORK PROGRAMME 2003-2004

01.
APEC and OECD have agreed to pursue the APEC-OECD Co-operative Initiative. This note reports on the First Phase (2001-2002) and proposes a Work Plan for the Second Phase (2003-2004) in order to expand and deepen regulatory reform amongst the 44 economies of APEC and OECD. The central proposal is to work collectively during the next four events on the creation of an integrated checklist to help countries to self-assess their progress in terms of implementing the common principles on regulatory reform.

02.
Delegates to the High Level Conference in Jeju Island Korea, the 18 October 2002 are asked to:

· Discuss and bring additional elements and suggestions on the 2003-2004 Work Plan for the APEC-OECD Co-operative Initiative. 

03.
In addition, Member economies are asked by 15 November 2002 to: 

· Provide in writing any final comments on the Co-operative Initiative and the 2003-2204 Work Plan for further improvements.

· Indicate their willingness to participate in the Task Force, referred in paragraph 20.

Indicate their potential voluntary contributions 

04.
Based on these responses, any final revisions will be made as necessary, and the final Work Plan will be agreed by APEC and OECD. 

The APEC-OECD co-operative Initiative on Regulatory Reform

Work Plan 2003 – 2004

October 2002

FOSTERING REGULATORY REFORM IN APEC AND OECD ECONOMIES

1 MACROBUTTON NUMBERING .

Market oriented economic reforms continue to be at the core of the OECD and APEC agendas for strengthening market functioning to achieve better living standards. Along with trade and investment liberalisation and facilitation, regulatory reform is needed in OECD and non-OECD economies to improve the potential for market-led growth. Regulatory reforms – including deregulation, re-regulation, and institution-building – aim at revitalising market functioning through economic liberalisation and market opening, including withdrawal of the state from ownership and from intervention in market entry, market exit, and pricing, while building new market-oriented regulatory regimes. 

A COMMON APEC-OECD AGENDA ON REGULATORY REFORM

2 MACROBUTTON NUMBERING .

APEC and OECD economies have embraced similar concepts of regulatory quality as the foundation for further progress on regulatory reform. Regulatory quality is at the core of the OECD’s 1997 Report to Ministers on Regulatory Reform and the OECD’s current in-depth reviews of regulatory practices in its member economies.
 In the 1997 Report, Ministers from OECD economies reached agreement on a broad set of principles for regulatory reform, covering economic and, social regulations, and government formalities. The September 1999 APEC declaration for supporting growth through strong and open markets included the APEC Principles to Enhance Competition and Regulatory Reform. The APEC and OECD principles on regulatory reform are alike in many respects, and can establish the basis for a common agenda and joint work (see Annex).

3 MACROBUTTON NUMBERING .

APEC and OECD members agreed that significant gains could be achieved through collaboration between the two organisations. A joint work on regulatory reform was endorsed at the APEC Ministerial Meeting on November 2000 in Brunei Darussalam. That meeting and support by various OECD committees provided the ground to launch the APEC-OECD Co-operative Initiative to implement the principles on regulatory reform adopted by the member economies of the two organisations. 

4 MACROBUTTON NUMBERING .

The agreement permitted the two organisations to move forward in raising the necessary financing, and scheduling and organising events and other deliverables to allow workshops to proceed. The programme is based on the idea that a series of related events that help establish durable networks will be more valuable than a one-off event. Networks permit the development over time of a common understanding of issues that is impossible in one-off events. They permit a more stable and complex policy dialogue to occur which builds trust between economies. Reports can be iterative and increasingly effective as information and confidence is built.

THE 2001/2002 PROGRAMME OF THE APEC-OECD CO-OPERATIVE INITIATIVE

5 MACROBUTTON NUMBERING .

In 2000 and 2001, the joint work focused on an exchange of information on good regulatory practices and concepts built around the common agenda established by the APEC declaration and OECD principles. Substantive work was achieved during the launching conference and the three subsequent workshops (see below). At each event, over 100 attendees participated. Speakers and participants were invited from different backgrounds. Several international organisations, including the European Commission, the World Bank, and the private sector and trade union representatives also participated.
The opening conference: Challenges in regulatory reform: taking stock of progress and future challenges 

6 MACROBUTTON NUMBERING .

The opening conference, held in Singapore on 22 – 23 February 2001, provided an opportunity to update participants on major developments in regulatory reform. The conference took note of the 1997 OECD principles a regulatory reform, and the principles agreed by APEC heads of state in September 1999, and examined how economies are implementing the principles through building regulatory capacities suited to the domestic conditions of each economy. Participants also discussed the implementation of the principles from their own economy experiences.

Follow-up to the initial conference: capacity-building workshops
 

7 MACROBUTTON NUMBERING .

Through a series of workshops, a broad range of regulatory reform policy issues was addressed. The workshops permitted to exchange views and experiences on regulatory reform, to discuss economy experiences and medium-term challenges for regulatory reform while working to identify common interests in improving regulatory practices to support market functioning. 

First workshop held on 19 -20 September 2001 in Beijing, China 

8 MACROBUTTON NUMBERING .

The workshop focused in its first session on launching and sustaining a broad regulatory reform programme. Participants discussed three key aspects to enhance capacities to promote reform. A first area of agreement was the need to implement and enforce clear high quality regulation principles, such as consultation with the regulated parties or verification that benefits will cover costs and burdens imposed by new regulation. A second issue covered the need to set up an institutional architecture to monitor reform process and drive reforms. An important issue discussed was to ensure that new institutions are accountable for results. In this respect, proper communicating with affected interests was stressed. A third topic discussed dealt with the governmental efforts to simplify business regulations to reduce formalities and red tape inhibiting business start-ups, market entry, and growth. 

9 MACROBUTTON NUMBERING .

The second session of this workshop focused on how the APEC and OECD competition principles of regulatory reform can be placed at the centre of sustainable growth policies through their general policy framework for regulation. Different approaches and dimensions were discussed. First, the role of competition advocacy and advice was underlined. Second, speakers and participants addressed the need for pro-competition restructuring of public utilities to create competitive markets of former government monopolies and to regulate residual natural monopoly elements with access regimes. Third, participants shared experiences on the design of effective sectoral regulators for public utilities, including the setting up of efficient and effective relationships between these bodies and the competition authority.
Second workshop held on 24 -25 April 2002 in Merida, Mexico 

10 MACROBUTTON NUMBERING .

The first session of the Workshop concentrated on sharing experiences and discussing common and best practices when implementing a Regulatory Impact Analysis (RIA) system. RIAs — the systematic assessment of positive and negative impacts of regulation and alternatives — has indeed helped many economies to reduce regulatory costs on businesses, while maximising the effectiveness of government action in protecting public interests. RIA has also been instrumental in improving transparency and communication with concerned interests. During the session questions such as the setting up of an institutional framework for a successful RIA system, the use of proper analytical tools and methods in RIA systems, and the mutually reinforcing tools of RIA and public consultation and communication were discussed. 

11 MACROBUTTON NUMBERING .

Discussions during the second session focused on the relationship between regulatory reform and trade facilitation, and especially on simplification of customs procedures and harmonisation of standards. It proved to be a most effective and in-depth dialogue between OECD and APEC economies on their respective work in the field of market openness. The session provided an important opportunity to discuss some aspects of the Doha Development Agenda, such as institutional capacities building, in the area of trade facilitation. It was also an occasion to explore some country experiences in terms of using regulatory reform as an instrument of integration into the multilateral trade and investment flows.

Third workshop to be held in Jeju Island in Korea, 16-17 October 2002.

12 MACROBUTTON NUMBERING .

The meeting will concentrate on (1) the importance of transparency in the regulatory framework and (2) on a first stocktaking exercise on regulatory reform in financial services, telecommunications and electricity sectors. A High Level Conference on 18 October 2002 hosted by the Korean Government, will assess the results of two year APEC-OECD Co-operative Initiative and discuss the launching of a new biannual phase of continuing co-operation in the area of regulatory reform.

RESULTS OF THE 2001 – 2002 CO-OPERATIVE INITIATIVE

13 MACROBUTTON NUMBERING .

A central result of the Co-operative Initiative has been the strong understanding by member economies of the benefits of a politically supported and permanent regulatory reform programme. The events also permitted to get practical knowledge of experiences and initiative in different context. From Canada to China, from the Philippines to the United Kingdom, participants had the possibility to discuss and share the progress and challenges in regulatory reform and its contribution to sustainable growth in OECD and APEC economies. A third intangible asset of the first phase was to see the emergence of a network of reformers among the APEC and OECD economies sharing concepts and ideas on structural reform, regulatory governance, competition policies and trade openness. As often underlined, the co-operation in both of the organisations’ name is achieved through open dialogue between peers.

14 MACROBUTTON NUMBERING .

However, though the dangers of ‘one-size-fits-all’ solutions were reiterated frequently, participants also stressed the need to continue sharing the details of past and current initiatives. Indeed, success of reforms and the avoidance of failures are based on grasping and preventing errors during the design as well as their proper implementation. This is even more important, as reforms become more complex and risks to society and economy larger. In that sense, agreement exists on the need to continue building capacities to help economies to apply the principles. A potential area of opportunity would be to invest work in the development of concrete criteria and benchmarks to assess and self-assess progress. 

Extending the APEC-OECD Co-operation

15 MACROBUTTON NUMBERING .

Capitalising on the experience and the developing network of reformers, APEC and OECD have agreed to launch a Second Phase of the Co-operative Initiative, building on three workshops and a final conference. The strategic goal of this Second Phase, which will cover 2003 and 2004 will continue to support regulatory reform in APEC and OECD economies. The new phase should further the relationships between regulatory reform and the development of market led economic growth. Furthermore, the new phase should set up the basis of a monitoring system on regulatory reform based on self-assessment, permitting increased flow of Foreign Direct Investment, trade, ideas and common initiatives. 

16 MACROBUTTON NUMBERING .

As for the first phase, the Initiative will be implemented through a series of four events (i.e. three workshops and one final conference). In terms of output, the joint work will present by 2005 to the respective Executive Bodies of APEC and OECD a draft Regulatory Integrated Checklist for self-assessment on regulatory, competition and market openness policies. The APEC-OECD Regulatory Checklist should promote the individual and collective implementation of the APEC and the OECD principles by building domestic capacities for quality regulation.

Box 1.
Central definitions
Regulatory policies: regulatory policies are designed to maximise the efficiency transparency and accountability of regulations based on an integrated rule-making approach and the application of regulatory tools and institutions.

Competition policies: competition policy promotes economic growth and efficiency by eliminating or minimising the distorting impact on competition of laws, regulations and administrative policies, practices and procedures; and by preventing and deterring private anti-competitive practices through vigorous enforcement of competition laws.

Market openness policies: policies affecting the degree of exposure of a country to international competition; in other words, policies influencing the range of opportunities open to foreign suppliers of goods and services to compete with domestic counterparts in a particular national market (e.g. through trade and investment). These policies operate through border barriers as well as through measures behind borders.

THE USE OF REGULATORY CHECKLISTS

17 MACROBUTTON NUMBERING .

Regulatory checklists are flexible management tools that can be used for a variety of purposes within governments. In the past decade, many governments have adopted regulatory checklists for use by officials to help self assess the capacities and performance of their policy tools. Such instruments go under many names: “directives,” “guidelines,” and “codes”. Although regulatory checklists vary widely in form, status, and purpose, they often consist of a series of questions to be answered. In practice, these checklists are management tools intended to transmit crosscutting policy or administrative concerns directly to officials responsible for regulation. They create a framework in which specific concerns are targeted. Checklists are also important tools for raising awareness and benchmarking capacities. They identify options, provide information to decision-makers, and help design legal instrument to be drafted. They also provide reference points against which the decisions themselves will be made, and quality standards to assess how well regulators are doing. 

18 MACROBUTTON NUMBERING .

The proposed APEC-OECD Regulatory Checklist will include the most relevant questions for achieving effective approaches to designing and implementing regulatory, competition and market openness policies. It will be developed in the course of the four meetings proposed, drawing on and refining as relevant the principles for good regulation as well as the checklists being developed or already agreed in APEC and OECD. It will also draw on other relevant checklists being developed elsewhere (World Bank, OAS, UNCTAD, etc), including at the sectoral level or in the context of multilateral negotiations. The Checklist will be an integrated tool, which will avoid separating the three categories, which often do not reflect the political reality confronting many decision-makers. Indeed, a number of issues concern the three areas (e.g. transparency) and some concepts behind “best practices” in each category are generally similar. The goal will be to provide a whole-of-the-government tool for managing and monitoring regulatory reform. 

WORKING METHODS FOR THE CO-OPERATIVE INITIATIVE

19 MACROBUTTON NUMBERING .

The development of the APEC-OECD Regulatory Checklist will take about 40-50% of the time allocated to each workshops. In parallel to these discussions, each event will provide for further information exchange on good regulatory practices and concepts that can contribute to understanding the necessary elements for the Checklist. The final conference in 2004 will complete the discussions and agree on a common presentation and communication vehicle for the Regulatory Checklist. The conference will also discuss the follow up and implementation mechanisms to be launched in the next phase of the Co-operative Initiative.

20 MACROBUTTON NUMBERING .

It is also proposed to establish an APEC-OECD Task Force. On a voluntary basis and working through electronic means, the Task Force will be help to manage the Initiative at the operational level and to prepare the draft Checklists and the agenda and follow-up of each workshops.

PROPOSED PRELIMINARY CALENDAR

21 MACROBUTTON NUMBERING .

In order to reduce the number of meetings and costs associated with travelling, an innovation of the Second Phase will be to organise the events back-to-back with other APEC or OECD-related meetings. The following tentative schedule is proposed for consideration:

· May 2003, back-to-back with the APEC – Competition Policy and Deregulation Group (CPDG), Thailand on the Regulatory Policies aspects of the Checklist.

· December 2003, back-to-back with the OECD Regulatory Policy Forum (RPF), Paris, on the Competition Policies aspects of the Checklist.

· Spring 2004, back-to-back with the APEC – Committee on Trade and Investment or Group of Services (GOS), or the APEC – Competition Policy and Deregulation Group (CPDG), location to be decided on the Trade Policies aspects of the Checklist.

· Fall 2004, final conference, location to be decided, on the finalisation of the Checklist.
RESOURCES

22 MACROBUTTON NUMBERING .

APEC and OECD have provided financing for 2003, however, this work would continue to be largely contingent on voluntary resources.




· Open and Competitive Markets are the Key Drivers of Economic Efficiency and Consumer Welfare;

· Recognising the strategic importance of developing competition principles to support the strengthening of markets to ensure and sustain growth in the region and that these principles provide a framework that links all aspects of economic policy that affect the functioning of markets; 

· Recognising that these principles are non-binding and will be implemented by each member economy voluntarily, consistent with the way APEC operates; 

· Recognising that the adoption of these principles for policy development needs to take account of, and encompass the diverse circumstances of economies in the region and the different priorities that arise from these circumstances; 

· Recognising that member economies will have flexibility to take into account their diverse circumstances in implementing this framework;

· Recognising that policy and regulation in APEC economies may properly have objectives other than promoting competition; 

· Recognising that exemptions and exceptions from a competition driven regulatory framework may be necessary and that these will be implemented in a way that minimises economic distortions, giving consideration to this framework; 

· Recognising that an improved competitive environment is beneficial to small and medium sized enterprises, and that extensive consultation has occurred with the business community in developing these principles; and 

· Drawing upon relevant inputs from various APEC fora and the Pacific Economic Cooperation Council’s “Principles for Guiding the Development of a Competition-Driven Policy Framework for APEC Economies”; 


APEC endorses the following principles:

Non Discrimination 

(i) Application of competition and regulatory principles in a manner that does not discriminate between or among economic entities in like circumstances, whether these entities are foreign or domestic. 

Comprehensiveness 

(ii) Broad application of competition and regulatory principles to economic activity including goods and services, and private and public business activities. 

(iii) The recognition of the competition dimension of policy development and reform which affects the efficient functioning of markets. 

(iv)) The protection of the competitive process and the creation and maintenance of an environment for free and fair competition. 

(v) The recognition that competitive markets require a good overall legal framework, clear property rights, and non discriminatory, efficient and effective enforcement.

Transparency 

(vi) Transparency in policies and rules, and their implementation. 

Accountability 

(vii) Clear responsibility within domestic administrations for the implementation of the competition and efficiency dimension in the development of policies and rules, and their administration.

Implementation


To achieve this,* APEC Member Economies will make efforts to:

1) Identify and/or review regulations and measures that impede the ability and opportunity of businesses (including SMEs) to compete on the basis of efficiency and innovation. 

2) Ensure that measures to achieve desired objectives are adopted and/or maintained with the minimum distortion to competition. 

3) Address anti-competitive behaviour by implementing competition policy to protect the competitive process. 

4) Consider issues of timing and sequencing involved in introducing competition mechanisms and reform measures, taking into account the circumstances of individual economies. 

5) Take practical steps to: 

· Promote consistent application of policies and rules; 

· Eliminate unnecessary rules and regulatory procedures; and 

· Improve the transparency of policy objectives and the way rules are administered. 

6) Foster confidence and build capability in the application of competition and regulatory policy. This will be achieved, inter alia, by: 

· Promoting advocacy of competition policy and regulatory reform; 

· Building expertise in competition and regulatory authorities, the courts and the private sector; and 

· Adequately resourcing regulatory institutions, including competition institutions. 

7) Provide economic and technical co-operation and assistance and build capability in developing economies by better utilising the accumulated APEC knowledge and expertise on competition policy and regulatory reform, including by developing closer links with non APEC sources of technical expertise. 

8) Build on existing efforts in APEC to help specify approaches to regulatory reform and ensure that such approaches are consistent with these principles. 

9) Develop programmes, including capacity building and technical assistance, to support the voluntary implementation of the approaches to regulatory reform developed by relevant APEC fora.

10) Develop effective means of co-operation between APEC economy regulatory agencies, including competition authorities, and ensure that these are adequately resourced.

The 1997 OECD policy recommendations on regulatory reform

1. Adopt at the political level broad programmes of regulatory reform that establish clear objectives and frameworks for implementation.

· Establish principles of “good regulation” to guide reform, drawing on the 1995 OECD Recommendation on Improving the Quality of Government Regulation. Good regulation should: (i) be needed to serve clearly identified policy goals, and effective in achieving those goals; (ii) have a sound legal basis; (iii) produce benefits that justify costs, considering the distribution of effects across society; (iv) minimise costs and market distortions; (v) promote innovation through market incentives and goal‑based approaches; (vi) be clear, simple, and practical for users; (vii) be consistent with other regulations and policies; and (viii) be compatible as far as possible with competition, trade and investment ‑ facilitating principles at domestic and international levels.

· Create effective and credible mechanisms inside the government for managing and co-ordinating regulation and its reform; avoid overlapping or duplicative responsibilities among regulatory authorities and levels of government.

· Encourage reform at all levels of government and in private bodies such as standards setting organisations.

2. Review regulations systematically to ensure that they continue to meet their intended objectives efficiently and effectively.

· Review regulations (economic, social, and administrative) against the principles of good regulation and from the point of view of the user rather than of the regulator.

· Target reviews at regulations where change will yield the highest and most visible benefits, particularly regulations restricting competition and trade, and affecting enterprises, including SMEs.

· Review proposals for new regulations, as well as existing regulations. 

· Integrate regulatory impact analysis into the development, review, and reform of regulations.

· Update regulations through automatic review methods, such as sunsetting.

3. Ensure that regulations and regulatory processes are transparent, non‑discriminatory and efficiently applied.

· Ensure that reform goals and strategies are articulated clearly to the public.

· Consult with affected parties, whether domestic or foreign, while developing or reviewing regulations, ensuring that the consultation itself is transparent.

· Create and update on a continuing basis public registries of regulations and business formalities, or use other means of ensuring that domestic and foreign businesses can easily identify all requirements applicable to them. 

· Ensure that procedures for applying regulations are transparent, non‑discriminatory, contain an appeals process, and do not unduly delay business decisions.

4. Review and strengthen where necessary the scope, effectiveness and enforcement of competition policy. 

· Eliminate sectoral gaps in coverage of competition law, unless evidence suggests that compelling public interests cannot be served in better ways. 

· Enforce competition law vigorously where collusive behaviour, abuse of dominant position, or anticompetitive mergers risk frustrating reform. 

· Provide competition authorities with the authority and capacity to advocate reform.

5. Reform economic regulations in all sectors to stimulate competition, and eliminate them except where clear evidence demonstrates that they are the best way to serve broad public interests. 

· Review as a high priority those aspects of economic regulations that restrict entry, exit, pricing, output, normal commercial practices, and forms of business organisation.

· Promote efficiency and the transition to effective competition where economic regulations continue to be needed because of potential for abuse of market power. In particular: (i) separate potentially competitive activities from regulated utility networks, and otherwise restructure as needed to reduce the market power of incumbents; (ii) guarantee access to essential network facilities to all market entrants on a transparent and non‑discriminatory basis; (iii) use price caps and other mechanisms to encourage efficiency gains when price controls are needed during the transition to competition.

6. Eliminate unnecessary regulatory barriers to trade and investment by enhancing implementation of international agreements and strengthening international principles.

· Implement, and work with other countries to strengthen, international rules and principles to liberalise trade and investment (such as transparency, non‑discrimination, avoidance of unnecessary trade restrictiveness, and attention to competition principles), as contained in WTO agreements, OECD recommendations and policy guidelines, and other agreements.

· Reduce as a priority matter those regulatory barriers to trade and investment arising from divergent and duplicative requirements by countries.

· Develop and use whenever possible internationally harmonised standards as a basis for domestic regulations, while collaborating with other countries to review and improve international standards to assure they continue to achieve the intended policy goals efficiently and effectively.

· Expand recognition of other countries' conformity assessment procedures and results through, for example, mutual recognition agreements (MRAs) or other means.

7. Identify important linkages with other policy objectives and develop policies to achieve those objectives in ways that support reform. 

· Adapt as necessary prudential and other public policies in areas such as safety, health, consumer protection, and energy security so that they remain effective, and as efficient as possible within competitive market environments. 

· Review non‑regulatory policies, including subsidies, taxes, procurement policies, trade instruments such as tariffs, and other support policies, and reform them where they unnecessarily distort competition. 

· Ensure that programmes designed to ease the potential costs of regulatory reform are focused, transitional, and facilitate, rather than delay, reform.

· Implement the full range of recommendations of the OECD Jobs Study to improve the capacity of workers and enterprises to adjust and take advantage of new job and business opportunities.

�.	Canada, Czech Republic, Denmark, Greece, Hungary, Italy, Ireland, Japan, Korea, Mexico, Netherlands, Poland, Spain, Turkey, United Kingdom and United States. 


�.	The Proceedings of Beijing and Merida Workshops are available at: www.oecd.org/regreform


�.	See OECD (1993), “The Design and Use of Regulatory Checklists in OECD Countries”, PUMA/REG(93)3.


* 	Recognising that efforts will seek to avoid the duplication of work of other fora, as appropriate
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