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B FERIFENTFIUFIA T MIEEGFNE - UBRE AL
— B L 2R &Y $hid b EAT o

— BETRUESHANIIGE > EETRLTXERINLL R
HAIRT - FHRAGEFRLGRE - Bk AFAENH
Holsdal » BTA—BATRETHEN TR G HH -

GSTHAHFIAEFEAN TR EeRMI FLER !

— BARRBEWEBERERE > RIHNLONPINERLERE o
B NPT HNRAERNBRIER - MR ABEFEHRATAE
NHPAERLZHER A eHNBEL LM EHREE -
Bh o BB HAHERORS  MERTHAEREBELEEY

— BB BEITERGTEYN  TREZEI R AT RS E
U RIREGE T M LA L EZ B -

— FPRFEMRBEBERILHIE > 5 R4 2 By F 2 - 1L
Ep R 4ESR o R AR LSRRI AR NS E M A B R RAR I TR
EHERETBMEASEARE > B bEX BB 2BTIE
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BREFHFEALEEZE SR ARGERL TR LHRE - 5
RETHARABRKLZ LY ECER R RAEGHIEZERL 4
BREBMESRLEEEE UHTHEY -

4 HRZLMAET
(1) B E K (citizen needs) & N3 P4 Ay AR L A o
Q)EEe BB BANELFERNENTITEELY -
GYA® bR EA AR NSRS RETHEELAL -
(4)285 1 & ik (holistic approach) & NP6 B FH X R I -

(5)JE 38 KA 37 89 45 & & A (innovative measurements) 3£ B 4F 4% fu SR
R e

(B)EC S X2+t

I ¥ ECa S T8 ER T LS ECELREZEHU2E A —
IE 0 BATECE £ E ZAEMN2011EEC2E % BECEXEE S
24 B EZECAKERA2010FE1818 R 43 -

2. BAEECE X /& M Ms. HK Holdaway BB % H & mepie 5 5 —
HAFECE] £ /& & #%Ms. Elley Mao 81 3+ £ #2010 4p 42 ; B 8% »
Fr A 4 B 8- 203838 & P B Ms. Huda Bahweres#:/EEC&] £/ o
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= HRBATH A % R B £ 3% 4 (Round Table Discussion on

Strategy for Reducing Administrative Burden co-organized by
APEC EC and OECD)

AeHAA R MEMRITRLEEZERRSE > QHEMNETEEN
(regulatory management reform) ~ #a &k 2% (organizational reengineering) ~ ICT
2R - RFENRE - A8 EE2BE - LA AT EIERIA)K

(—) OECD /> 4 74 32 38 (Public Governance Directorate) ¥ 4% Dr. Josef Konvitz 24
FMEAB > RAREBITHRAERSINTREES

. ERE 5B LI BERIUT 3% (whole-of-government) | #%-
2HRIF RERPAITHME BRAREASERRESG X E -

3. R BARAAMER T FIL 0 SATHAR T AL -

AEIABE S THARPHIEN NS AR EPATE I -

5.3 Al 35 B % %) (incentive mechanisms)3 $ (14T B 8 3E o Hlho f7 38
BHTHEBTREERGARRESY TR TR PR
RATE R A BAR » ZREBE B RFHAE S REATERZATH
AR AR A HH o

6. R FRELFBATEHIE  BHEFHT - DERBGTARREAAH
MEEREON - MRBRARERATRABE BRUEAR B
REFMREEAERXH

TR EB AR > THOBH SR AL G RIRELERE -

(=) Ao KA 2007 34 B &5 72 5 31 # (budget plan) & ] /- 8 3% B RBATE &
¥z 48 BAEE -
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L4l 27 ' ® 4 7k A # 1t 358 4 (Cabinet Directive on Streamlining
Regulation) ;> 7& 3% 83 7% #2.(smart regulation) » & K & A6 37 38 K2 A
Wik & > £ 4 B 5 £ 31 3% 8 86 (international best practices) @ 2008 44
B ¥ ILARES Bk MR (low-impact regulations) & ¥ 3 % % % #.(medium- and
high-impact regulations)# 83 547 L &4 §ifl & — -

2.347 U 2% f§ 4648 3 (Paper Burden Reduction Initiative, PBRI) ; » 2009 #
3AERDADSEBIITHE N EHE20%Z B -

3.3 B T & KK #3F & 43 ¥ £ (Major Project Management Office,
MPMO) | » BAMLE AT RMEER TS BEAKTIEN G 4 &4
A S

(2) ZEBEBEZLEW T oRE » W& PHRE KR EE bR AR BT
B ReRPLEES BRGNS BRI RBERBAEY 0 ZRE LR
BABMAABREEEL BREFHZENTBAR R L HMER 1t
PR  HRER AR E B ERHE AR LS R
FBERBEERHAPEETEES B8R4 ) €4 HR4E
FAREABRFEZRITBEEGNIN  FREBEWBIRY -

(BB EBABATEARBRET BRI AR EER ok

132 % T 80478042 5 98 F 4 (Federal Registry of Formalities) |+ % B 1

BUREE 2R #MEBEEF LRZFE 0% BT ERAE LG
AL BRBAREUTHCEWMEL RO BHBRTH A EALEZ
FTE3E 3k o dhdh 0 2003 £ F 2007 £ 9 B - 3540 344 AT ECR A 0 2008
#£F 2000 F6 A BEIASHEATHES - BE3 BRI ERT > TF
21 BRBITEBRFEBT G -

2BATIER B ERE oM (RIA) » 8 & ¥ER T miTH A -
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3.3 1@ | 4 ¥ B 9942 3 49(Rapid Business Start-up System, SARE) | » & & &
CERFPTLE 72 NFARAT RS o 5% SARE gy " &8 3
% #(Quality Management System, QMS) | » sA¥E KRB E A & F -

(R)EBRERDREEHBRBBITH A HBNER  FSoR

1EBETHEEE L EAREZBHITERBESF > G HILERET
M REBBE—FomRf o #17 " & ¥ %% 4 (Business Impact
Assessment) | # § MBIRRIEY > BRI AL ERHTEER > HERiE
RIEBEMMAET -

2B edt > BIAE RN RRP M FHREEN  RLAHLAEN
HRABINFEZG 2RI - BAYH L -

3L HEMBHMABAZRE A HEEMTMA - HEL - HBMR
HREZF(EBEHMAIEZ6MEA) -

(RN B BREE IR B EPHERERT &

1.4 7 2008 = 6 AHEANERTESE  HHEF AT I EHBE
L WEEFRAIMMT ERBITER LT AL RRIGAE -

20D BB 0 RS BEUR AR E R H B R 4 (Regulatory Impact
Statement) * W B GIERIE - &F - H & - ILEXRFEGLZRAREY
F o BRPEERERRZERER A dEFBESA N aBIiTHEY
#ro BB R BEREH T G EMAME R LM RBER
S MIPAE S RIGIBA N o

BARRBARE - A—ARREOAMAEEITAEHTHEE  BEA
RENEHNBEIRETE -2 HASMEBAIZRE B8 SR
gt Ao EZHBEFERESHFEY  BAEBORALLEINE
HIB VR AR
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4.4 B R RGN - BB REERTHESE > BRIACEHBETE
U

() B ABAT RS B 8

1.d3 48.%% 45 (Ministry of Internal Affairs and Communications, MIC) & & # &)
A8 Bl 3F @“%‘L’ﬁ'/f% BB -

2.8 A& 2007 &£ T g %3745 7k (Government Evaluation Act) ;, % - 344& - B
AR SLEIRTRMR BT R AR  REEFRE NN 2008 8 A
12 B3R & e Rk 157 BB 2k B8R4 -

3HEHBEFARNEORE AR 2L BN RARESV HEBE
BARTELRE TR AL EREIWE -
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Z- ERAKTEHRAERE "RTEH  HREHNZEATE
(Investment Experts Group Seminar on EoDB: Enforcing
Contracts)

(I REATEHBIERSE "HTRY | F2

1.$147 # 4 (enforcing contracts ) 542 A ¥ RE/TRHHHER L 10 HI52

Z— TEFLNEHERELAYABELZBGET > WNrrReRamE
Z R ERRHREF 0 BIWPI BRI R o RETRE
BRI ERE  BHBRERBERDBRAHBE -

2ARBRRBATHE  ZARAFAYRBESTH L ENGTE 040
TIGR A E - B —ANHETRARSBALRET > HELHOMRNRE
HRERI 10% » T @&FFHHTRRD 23%  pbot > RE - FASER
NFRER REFAGCEBRERA - EREAHLH O ENEERT
RA 35%M S ERAABKRANT - AERFRY -

3. ¥k IR B (court reform)&y thpl R & » B sbift H4bdE4R AR L - 383,
ARG UFZHEAZERD - HRGETREURT 7 R EFauies i
Z (DI EEHERRARGTFROXH T TLAL) ) QA RIS Y
BRRIMRA]  )RIBEFH L EE S (DB IET AL OBILES ;5 (6)
HEETRA D (DRSS EFAF L RZIFRRYELHE -

(=) £ B & £ Supreme Court (A0 E )M Lib sl E

M EEEMN 1995 £ URABSMNKRERE - 2aEH
PANFRER RATATEHNORBERE - D TFREENFERF % -
BEAREERRMEGLHE IS BEEAAR L2 ERAH - BT RFE
CBFEHNERERETIH - -BHELRLTAR DRI FEEETEAL
ITHEAMGH AR LB ML EERS - MEREA A T ERI M
& F % (Alternative Dispute Resolution Program) | » BAE M F X A& &y -
FHEXBERERBTHRAZG BN  TER B ETEAMMTAR  NEB L8
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NBHOTHRER  WMEKRESR 2008 ERTHFEDIHETFLESL
( Electronic Filing System ) » & TF4bH KX & A48 M ¥ S04 ol hoik £ 4
RIZRFF »

(Z)FBARRERRH ERER
B R RN 2007 S ERRERRIERABMER 0 MBI YRESR

RZBATHER - B EE T -
LIBABATERGE B AR EEEORSHEFERNERYFIT  H0kHE
RILE & FEANT ABATIE P74 3 E) GOk TR B3 34T -
2L BATE M BRI RBREHATHE c ER R ER G ¥
BHATER BB AT PHATEHLE—&EREFHIT - L—80k
% B & B RA — AR R N AT RAE AT R A R RBAT -
3HEEBEE 3 ARSBER E 3 AHBTEGNBRHEES  EREMN 1S
BREBELE - BE3ARTFAHERBERR  RAER I 2 - R
WIRBHETRAFVERE  SARHE - BEEMETARAATR -
LRV HEPATIR BERES | £ W RFFITHRMA 2 F -
S.UBPIATHE  ERBATARBATEEXZHENES  EEBE - 8
$EutE 2 E o GRIRI LB IRAT RS BATIE N o
6HMBITAMEREES HHITARERBATESEY » B ERBE B AT
SR MBI AT B 40 B AT — AL BT AR RS SR BB S
o RRTHERUANZXLY -

(e s sy " HATRYG | 285

otk T & i* B (subordinate courts)#E 4% 3 & 48 B 3] 7% B0 E 76 2R
R BEASERER S REFFHMHZ X R8E0E
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1.3 3 ki X A48 F1t % #i(Electronic Filing System) » 42659 I % F16H
KEERBRBFRXMF > BTE B A KRBT HMXFZETFEAL -

QHVFRRHLBEENYE 20 EAN L2 R EEHE RIS EEEE
(Specially Managed Civil List)s B b3 EFHBF S AERZEERET S
M BBEHNEE THEEZRRGABRZIZTEE M Ewaie
BREGRFGRBERTANERETEATR

3.3 31 %35 # ;2 4% %] (Court Dispute Resolution, CDR) > &% B #EEHMAA
(mediator) E R MR E R "CDR £ FBANZRAMERE  HLTHEETF
ARBBEEERA RN - B RF3%4A CDR B F8EESRE 5
BETTHTETEEABITLESR  UBANRREEIRS  GFF
FEEBAREE -
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W RERTRIEZRNEF S FEH F(Capacity Building for
Sharing Success Factors in the Improvement of Investment
Environment)

GEEBGECOAEZETER I A(EG)LARLAM A ERTRBEZASNE
ENEMAEE ) R TR SRR (AR B~ T RRE)IRE
HEAECRM -~ PR~ FEE - FHRE) URIIKRET - ARBFE2HLE4
BEDABRAKLERL RREERBN PR - FREREHNEREERLLEH
WEA T -

(—yEMERE TS AT R E RS A E d1u(FDI Regimes and Liberalization) |

| BEIAERERECDDH R LG4 SHmA - A#E% - AN THR
BB E - BENYEEREREAE - BRFSE AT R ECER
Sk AR RS EE)

2B~ #82 ~ Eo FDI 4] B 5T 843 4o FDIL» 3£ & 8% 3R K FDI 893435 -
3FDI B LM RBGAN B BB R Rek a5 o

4FDI A b B R E A Gy —% > TEZRATHE GIbBHEEY
%% -

SARBREENARTRRGTERR » FROT RO RGN
o MRER S REBRBEY  EREEHEF XRRS] FDI- THE
B FDI 99 Sh B R

6 R AR EHNRISIAKRE - REEGHHEREE - FBEAHAT
RREAH TR BFHERENTREEL -

()P RS T B E RIEET LS BRI b AT

BREBBNUERAPECERSFRERMNREB X — MRIFISPAK
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KRR G5 BT L RATHY - LARTRMEHER  REBARKRE
32 45 6 59 78 (weak points) & » A Bl L E L BREE AL T ¢

LARBEHBITER

(i) # 7% 65 & E (quality of consultation) WX ERBREF F AT
B mPBPEAHUSRERENERAKRB LTS PPRBXES Y
ERARRRABIRAERERILNRER S -

(DEpRHFAL 5 FATRPRIEAHCLEE TR TEF R E YR HE
(Roadmap for Economic Reform) |* AoA R TR E LB BT EY
B IREHBSETHAETE - AR FEHRHHBET  FAHK
BRI BBANIARETRABNRE BB HRMA L HE
BEAVERETNEEZR £ nAHELEFBH R E A 5048 A
@2 Fe o 32 55 5 & K P (struggling sectors)F R ELEH 6 0 FHI&
HE e

LESHREMMEDESE  RIFOREERALRIIIAKRET RICER MK
AR PRMBZFTHMMEZAEDRA BB LK - PR GAIE
S IESME O ATEHPIREEEREAARNCETHB - FERE
EhoaMERGSE BREIHE > AN RGTEHEMERA (IR
EHRARE HEARE - RBEFEE)NTHH -

3A8.4% F B 3809 55 38 (weak points) ¢ FPJE EUFF AR 3L National Team - %8
BHIPIE R R DR E R RATBR T 0 - B BFRETL
B KA 7 &2 2 $A4 National Team #5424 ©

(2)E &L "APECH BB R 0 - BB A REF ARG &S

A, APEC 2 B 6t g 64 2 B (pattern) ~ W 5B EH B E 5 ~
FDI & GDP #4234 » F #5414 APEC € B 225 1980 £ % 2007 2% B
HEEHETTE S BRATHE R HRER HERHAT ¢ -
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1LEBER
(WAPEC BN B EA BB ZH R -

(T ECRR(ER - mEXR AN R RENEEE LY 5 HH
ke ExEEN -

(i) o A By ¥ B BB o

(V¥ BB EE B2 GDP 23REABH -
2.3 R E R

()APEC &N 2 P B 41 B A 8h % GDP R 8 2 Ak ©
(DEH BT ERAYUNE G » AFLT RSB A -

(i) & 3% B & # & (Regional Trade Agreements) < #E 4 & 4% 1 #5 B 4F Bk &Y
BAT ©
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R RRRERBMTR

——

Al

AMAERENNy  APEC £ R BB MITHEHEY - 3 AME © 5
RBHLEBE A EEMREMNBMAAZES ARSI UEYS
& e

()BBEAL: BEFREFTRENE  BEMAPIITHER  — &
REFACEFRERATTHAFARBH TS - TEHEAFRAL
B SRR G LR R ERTERBE R TEUEFRE E
LRSS A Pk s —8 - AP BRERBEREZH -
AMEBEREX  BRTEBHIF LY -

(D) BREEY BRTIARGRORN G ARG AES
WRES  AABRREERE A2 E - OECD £ % Dr. Josef Konvitz
HHAHRAEARBRT M SN AGARE  BRAAERRZEE - K
B RAEE A E R A o b FRTFRFERHEZIF N E48 B
PR > RAEBURERIPFTER —BRARNFER > HEHA
HEBR ARREEE AR TLFEACEMMERABS
BERRBERSR > SHTEREARRZBEE > B E R
B RARS  BARMMEE

(Z) BAHPEHAPATR FF RS Z O BB 5T H 23R
B B AT B KRR o

 RBYRBTZAERRE > AREBEYUOFHREZLE > HIEEAR

EWBR B-ERE -KRBALA T PATES R ILE 88 4 £ APEC
21 HEBEBIELE 16 £ PBELTEER » BBMT 2H BT
R OIEFRXM4EFIE 7THEH > HTARE®R B a8 B¥ ik
Pl E IR IFEFILARRH AR EFT R T R
BERMF 2 AL T HRAELE -

B AIPY G e A R g
() ARGHOBRAESZ "RALNFIICELY  FTHAEE B
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hl

W EAACERABREAEG  c BRLCEARAHALR Y
EW 4o TR BT - AEVHEABARLENERGRE N A
LEBREANSIIEEMERMWEA - R RRRBETEHHE LA
RGN BATEEHE%  BRRERAERR » R AE
LRECRBEMOAELT B EL -

(=) 4H A SRPIL IR - FRATH RIS, - & B R 2008 45 9 T #UR
B aAREEMe BT ETSHEARE - RYAFRMEES
1 APECEC AP X i ERELCREH S T AWITEEY
BIFMEHL BROUREGRETERG T EE T2 LR T B
G A EHY EC R E2EN - SHEBORBRREFEHE
B MMM E RN -

HEAERNEC BRAFHERTARHSE ERZLE > flde ¢ KB 2006
fERREHELBITTAPEC—OECD R4 E# L6 X EMFE | B
K ERE H 2008 SR T EFEEMEE ) F - fHH APEC
BT R R FEMA LAISR 2010 2% B A TN X4 T - B8
BHFHHEC EFERZERRERLLGNER -

EMBFTATAM TAPEC &HAE BRI EARES G HLBR
(The APEC Voluntary Reviews of Institutional Frameworks and
Processes for Structural Reform) | # & @2 ¢ PuE—F 7
EEHFERIT LA FHME -
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APEC Economic Committee 2
Singapore, 23-24 July 2009
Praft Agenda
DAY 1
9:00-9:20
1. Chair’s opening remarks and introductions
2. Adoption of the EC2 plenary agenda
3. Report on SOM2

The SOM Chair will give a brief presentation on the outcomes of SOM2 and its implications for the
work of the Economic Committee.

9:20-12:45
4. Meetings of “Friends of the Chair” groups

For members to be able to attend all the FolC sessions of their interests, each FotC meeting will be
given a non-overlapping time slot.

FotC coordinators will be asked to circulate a one page note, by a week before EC2, that briefly
expresses what they plan to discuss during this FotC sessions. This will help participants decide which
sessions to attend as well as what to focus on.

9:20-9:26 Request of ABAC on procedural fairness of competition policy

9:25-09:55 SELI |

9:55-10:25 Competition Policy

10:25-11:00 Coffee Break

11:00-11:30  Public Sector Governance

11:30-12:15 Regulatory Reform

12:15-12:45 Corporate Governance

12:45-14:30 Lunch Break

13:00-14:30 Working Lunch of the PRIBE Steering Group

14:30-15:30

5. Prioritisation of Regulatory Reform to Improve the Business Environment, Supply Chain
Connectivity initiative (SCI) and an overall review of capacity building programme in the EC

Singapore will be invited to report on the preliminary list of priority areas for reguiatory reform to
improve the business environment, based on the World Bank’s study on the Ease of Doing Business
(EoDB) in APEC, the ABAC survey and the EC survey of the priority regutatory reform areas for APEC
economies. £EC Chair will also update the meeting on the discussions which took place at SOM2
regarding the PRIBE report and the preliminary list of priority areas submitted to SOMZ for
consideration.

Peru will be invited fo brief EC on its report on the Supply Chain Connectivity Initiative (SC1).
EC Chair will provide an updated roadmap of PRIBE, SCI and propose other possible pricrity areas of



capacity building programmes within the EC based on the results of both the PRIBE report, SCI report
and the capacity building survey that was circulated to economies last December.

15:30-16:30
8. APEC Economic Policy Report
1} 2009 AEPR

Part 1 of AEPR: A Regulatory Framework to Facilitate Structural Reform
Australia will brief the EC on the draft of Part 1 of the 2009 AEPR, and member economies will have
the opportunity to provide feedback.

Part 2 of AEPR: Regulatory Reform in Enhancing the Domestic Business Environment
Singapore will brief the EC on the draft of Part 2 of the 2009 AEPR, and member economies will
have the oppertunity to provide feedback.

Part 3 Individual Member Economy’s Report
Singapore will brief the EC on the summary of IERs, and member economies will have the
opportunity to provide feedback.

2) 2010 AEPR
The US will provide an outline of 2010 AEPR.
16:30-17:00 Coffee Break
17:00-18:00
7. Brainstorming Session on Structural Reform for Restoring the Growth

The aim of this brainstorming session is 1o discuss possible directions of the structural reform initiatives
in APEC faking account of the current economic conditions within the APEC region. The fopics of the
discussion may include the role of structural reform in addressing the challenges imposed by the
current economic crisis and rebuilding the basis for sustainable growth, which in part was discussed at
the round table on the implications of the crisis for structural reform at EC1 in February. The discussion
will have implications on the directions of the LAISR initiatives in 2010 and the post LAISR agenda.

More specifically, possible issues for discussion can be:

- What type of the policy measures could facilitate restoring the growth in the shot-run as well as
strengthening the basis for growth in the long-run?

- What would be the expected role of structural reform in overcoming the crisis and ensuring
long-term growth?

- What needs fo be done to ensure that efforfs to reap the benefits of globalisation through
economic integration and structural reform are not derailed amidst the increasing domestic
pressures that are likely to rise against it, especially if global economic growth continues to be
weak?

- What policy measures could be taken to facilitate rmore domestic demand-led growth?

- How should the measures to sfrengthen human capital and social safety net be designed fo
facilitate the growth?

—  Are the current five LAISR themes still relevant and useful beyond 20107

—  Are there any other policy areas that EC should address beyond 20107

The discussion will be conducted as a brainstorming session, which is not aimed at producing decisive
outcomes. Lively discussion with exchange of ideas among EC members is expected. A brief note for
discussion will be prepared by the EC Chair,

18:00-18:30

Meeting of AEPR Coordinating Group

EC Chair, Vice Chairs, Australia, Singapore and the US as well as interested economies will discuss
how the 2008 AEPR and 2010 AEPR are to be organised.
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DAY 2
9:00-10:00

8. Proposal on carrying out a stock-take of the progress in implementing the LAISR Forward
Work Programme and structural reform in APEC economies

EC Chair will propose a process of conducting a stock-take of the progress in implementing the LAISR
Forward Work Programme and structural reform in APEC economies. EC was directed in 2008 by
ministers responsible for structural reform o report back to APEC Leaders in 2010 on the progress that
had been made in these areas.

Possible Issues for Discussion include:

what are possible deliverables to APEC Leaders in 20107

how should the stock-take exercise be carried out?

what would be the key messages to APEC Leaders?

what are possible next steps for strengthening efforts on structural reform

{

H

!

10:00-10:15

9. Report from APEC Secretariat Project Management Unit (PMU)
PMU will brief EC on the APEC projects approval process for 2009
10:15-12:30

10. LAISR Forward Work Programme

FotC Coordinators and CPLG Convenor will be invited to update the EC on their respective work
programmes, economies with initiatives underway or recently completed will be invited to provide the
EC with an update on progress/outcomes of these initiatives, and initiatives/project proposais seeking
EC endorsement will be discussed.

Regulatory Reform

e Voluntary or Self-review of Institutional Frameworks and Progresses {Australia)

» Update on a proposed workshop on Public Consuliation in the Ruie Making Process (the United
States)

o Project proposal on the SME Promotion Plan (the United States)

o Proposal on participation in the review of the APEC-OECD Checklist on Regulatory Reform (Japan)

11:00-11:30 Coffee Break

Competition Policy
¢ LUpdate on a proposed APEC Training Course on Competition Policy (CPLG Convenor)
+ Proposal on competition policy issues related to key infrastructure sectors (Hong Kong China)

Public Sector Governance
e Update on the work programme of the public sector governance FotC (New Zealand)

Coarporate Governance
e Update on a proposed Workshop on the OECD Principles of Corporate Governance (the Umted
States)

Strengthening Economic and Legal Infrastructure

e (ibd} Refocusing of SELI Work Programme on insolvency, debt collection and corporate
rastructuring to address the current crisis

e Update on the Seminar on Capacity Building for Sharing Success Factors in the Improvement of
investrment Environment-Phase 2 (note: seminar currently scheduled for 27 July)

e Final report on the Study of Cross-border Merger and Acquisition within APEC and their impiications
for Exports, FDI and Economic Growth (Hong Kong China)

3



Policy Support Unit (PSU)

The role of PSU in the EC process (PSU Manager)

12:30-14:00 L.unch Break

14:00-15:00

11. Update on fora work programmes

e 8 00

Senior Financial Officials’ Meeting (SFOM) Chair or Representative — Update on work programme
Committee on Trade and Investment (CTI) Chalr — Update on work programme

Competition Policy and Law Group (CPLG)} Convenor — Update on work programme

APEC Business Advisory Council (ABAC) Representative — Update on work program, in particular
the ABAC EoDB Survey

(tbd) Pacific Economic Cooperation Council (PECC) Representative — Update on work programme

15:00-16:00

12. Round Table Discussion on the Improving Public Sector Governance Quality: Practice and

Measurement

Round table discussion will be led by Chinese Taipel. The aim of the discussion is to provide a platform
for economies to exchange practices and experiences related to the measurement of public sector
governance, Possible topics for discussion include:

What innovative approaches, initiatives, instruments or tools have economies recently implemented
to measure good public governance (i.e. transparency, integrity, accountability, or overall
measurement)?

What motivated the use of these measurements?

What benefils or risks resulted from implementing these measurements of good public
governance?

What challenges did economies face in implementing these measurements?

What key essentials or lessons were learned from economies’ experiences?

16:00-16:30

13. Other Business

Review of EC Operations
Discussion led by EC Chair on the follow-up fo the proposals made at EC1 on the EC's operation.

Other items

APEC Secretariat report

14. Chair’s closing remarks







A= BC2E&#H 4 — % R(XH 45k - 2009/SOM2/EC/000)







Asia-Pacific
Economic Cooperation

2009/SOM2/EC/000
Agenda item: 13

Document Classification List

Purpose: Consideration
Submitted by: APEC Secretariat

@g’%{ Second Economic Committee Meeting
Mf;;fé\?x Singapore
APEC 2009 é 23-24 July 2009

Singapore




uofjeiepisucd aepun | M Jreyd NOS L Jadef uoISSNosI] ~ UMOIE) SAISNU| 10} Bpuaby ayy PLOOZ/ZNOSB002
suoday AlWouoos

yeig | M atodebuig 9 [enpialpy] jo uolie|dwod ((Hd3y) Hoday Aoiod JWouod3 334V | SLO/DT/ZNOS/B002
SOIUOUNDT T4V U swoley Aoteinbey

yeig | p asodeBuig 9 - MBINBAQ ¢ Jeideyd yelq ((Hddy) Hoday Aolod oiwiouoo D34V | ZLO/OF/ZNOS/6002
nadY W uswdosAug ssauisng o aacidw) o} wioiey Alojembay

yeag i M asodefiuig 9 Buunseay 'z 181deyd (Hd3y) Hoday A0 JIWIOU0DT DHJY YRIg LEOFOTZINOS/B00Z
WHOESY [BINIONIIS Slelioe O] jlomaies 4

yeug i M ellAsny 9 AojenBay v 11 sejdeyd yeiq (Hd3y) Hodey Aoljod owiouood 03dY | 0LO/OFZNOS/600T

[ Heyd o3 g synsay| aleuuoiseny) Buipling Auoedes sapuwo) olwouodg | 4600/03/2N0S/E002
synsay AlBUluRid

M Heys D4 g Asnung Buiping Ajioedes espiuiwio) oiuouCo syl jo SIUBRYBIH | BEOO/OT/ENOS/E00Z
SapILLLIeD

I8 ieys 03 g 21WOU00T DY dY) UM seweiBoid Buiping Ayoede) Buisiuold BOO/OT/ZINOS/B002

uojeiapisuod J9pun | M niad g D3dV $8040Y AjARORUUOD ureyD B800/03/ZINQS/B00Z
ureyd Alddng ey ul

M Heyd NOS g spuodayoy) : Jepiog sy} $s0.10Y,, ([ uonefieiy oluouody jeuobey LO0/ORTNOS/B00Z

I #4243 NOS g D dY W ustiuolAuR ssaursng oy Buiaoaduw 900/3312INOS/B00C
WBWUONALT Ssausng

uoielepisuoo Jepuny | M asodebulg G oy} Buinoiduuy Jo) oy AojeinBay jo uones|uoud o poday SO0/D3/ZINOS/B002
saser) uognedwos Ul ssaule

UoheIRRISUOD Jopun M avay 14 BInpanold Jesodold (Ovgy) [Iounod Alosiapy sseuisng D3JY POC/OATNOS/B00C

7104 SIUBUIBACL)

IS 10088 2lignd 0 SOUBUIBACD JOJ0BS UGN UO UOISSNOSIQ SIgRIpUnoY 3y} jo AlBLWNG | e00/03/ZNOSIB002
(znos) Bugespy

M Heys 0d € S[BIOIO I0IUSS PUCDSS 0] Woday s By (DT) 99O JIUoUCY] 200r03ITINOS/6002

I Ay 03 14 6007 Bunsa|y selILILOT) SHUOUCDT pUoDeS - Bpuaby pajejouuy yeiq 100/O3IZINOS/B00E
6002

jusuNoop [BUIBi] | M jeugjaI08g J3dyY € Suileapy 9RILILIOD DILIOUGDT PUCOSS - 81T LOIBOYSSE|D JUBWINDO | 000/03/ZN0S/B002

ON | SOA
Ag penwiang way| am *ON JUSWIN30
(arqeondde asaym) UONOLISON aseajay epuaby B N3 d
ajeq uonoMIsaleg 10} uoseay alangd

3517 UOHROHISSE|D JUILNIoY




M ey ‘Buoy] Buoy L Yoo Bupo)Say J0} LISy [BINJONIS U0 Uoissag Suulcisuiely mwo\omamﬁowaoow
M euiyY ‘Buoy) Buoy 04 Aojod uoeduiod uo seomnosay jo AydesBolaig patosies | 820/03/ZNOS/B00Z
S 1eLEIBI00S DALY £l SSRIAIOY UHDISY |[BINDINIS U0 Hodey O3dy mmoﬁmﬁaomwaoom
M jeuealosg 03dy 1541 sjuswidoiana(] D3dY U0 Hodey 1eLeedas OIdy wmo\umamzowwaoom
solomyeg
uohiesepisuco tepun | b EIS3UOPU| €i BPNH SN JO AD HeUD-e0IA (D) SSHILWOD SIWOUOOT J0) UOHBUILION S20/03/ZNOB/6002
uclieispisuco Jepun | M Jeyd 03 £l JUDLUYSIGR]ST JO SlUIg ] Bl JO MaIAsYy ¥20r04/ZN w,waoom
WSWSINSES|N PUE 8001 ANEND SoUBUIBAOD
M fadie] eseutyD Zi Joyag oignd Buiaoldull uo sigeIpUNOY B Joj Jaded uoIssSNosi(] £ZO/DF/ZNOB/B00Z
uonEIuasald - (dOD) 1ONpold JISsW0q $$0I0 pue
{1g4) weunsaay] 10ai(] ubeiod pRlyuesLD) ‘sUodXg 10} SUCED L)
M Buiy) ‘Buoy Buoyy ol Jisl ), pue Ddy UIMIAA sUODISINbOY pue siabiop Jopiog-ssors | eZz0/03/2INOS/6002
(401D} 1oNpoL4 DNSBLUOC] $S0IE) pue
: Y101d) weunsaau| el ubisiod playusssn) ‘spodxg 10} suoiedu)
ey M euly) ‘Buoy Buoy ol lBU L pue O34V UILHAA SUolisinboy pue siabisly 1opiog-esoig Z2O/0TZNOS/600Z
ueig | p _BlBlSNY HeyD D5 ol SHIOMBWEI [BUOHNYISU] JO MBIABY 10} 1aded sonss] O} sjuslipustly mwmo\ow_.NEowwaooN
yeig g M BllBISTY “WByD O3 ol (yeiq leutwgald) syIOMaUIRI [BUOHNIISU] JO MBIABY 10} Joded sanss) wwm\ow\wiow._,w\moom
aswey) Bumel] uo Asaing sy} Jo synsey
uopRIepISUCd Japun ¢ M 914D ol ] xipusddy -Aoijod 7 me] uonpadiued uo ssine) Buiuell siing | B0Z0/0I/ZWNOS/B00Z
folod
_ uoliesepisuco Jepun ¢ M 914D oL / men uotnadwio) uo asnog Buiuier§ asning oy Jof yeig Aeuunsld 020/03/2INO/6002
awweBold YIOAA plEmIog :
uohesepisuod Jepun ;M 1eyH 54 oL (MSIV) wiojey leinonig Justisidi o} epusby siepes peleplosuod BL0/D3/ZNO /6002
uoljelspisuod sspuny ¢ M s9)815 payun ol sassaulsng Jo swi| juswysijgels3y pue dn-Lels bupnpay uo [esodold wwo\uw\wﬁo@mocm
1eLelenag Nady Joedw] UBWINE BY) SSIPPY 0}
M | Hun yoddng Aaljod 0l saiboleng Aolod pue sesuodsey SARORYT [SISUY DIWOUEOT [eqolD 3yt | L10/DT/ZINOS/B00Z
(resodoid) 0107 U 95104ex3 9. 1 -%¥0015 (MSIVT)
uolelapIsUOI 19U | A reyd 53 g uLojay fermonig justusidu) o} epushy siepest jo dewpeoy) oy} 910/D3/ZNOB/6002
(el 12UOISIAOLL) epusBy (HSIVT) wioPy
ucheIBpISUOD Japuny | ireyp o3 L [einionug Juswaidiuy o} epusby s1epeaT 1804 10§ $9Nss} 8|qISSOd §10/03/2NOS/6002
ON | S8A wany
Ag papiwgng oL "ON JUSWINS0
(sjqesndde ataym) uoioLISaY asea(ay epusby ’ d
ale[] uUCiSIRSIA( 10} uoseay alangd




r ey NOAS LE ey (NO-S) Bunespy sieloyO soueul] Joiueg Aq ajepdn 9E0/DIITNOS/BO0Z
) asen) s ueder — uswebeury pue aonoRld -
M uedep A Atfent) asuelsA0D 10j08g dljgnd Bulrosdu| - Lotssnosi(] age ], punoy SEO/DF/CINOS/BO0E
UOIIEMBAS] BOUBLLIDAOLD)
M ledie | asauIyD 4 al|dnd 1edie | ssauyy) Joj wisisAg maN v (Bupeyg souspedxy | FEO/O3/ZNOS/E002
M ey NOS € sjepdn pue maineaQ - epusby 500Z O3dV SEO/OAZINOS/BO0E
M Bisauopy| Zh BIS2UODU] Ul 83UBUIBACD 10J093 DHAN 2E0/D3ITINOS/IB00Z
ODIXaN
JO LUORBASILIWPY JGRd J0 ANSIIW SU) JO UDINGLAUOD W - JUSLIaINSeayy
pue aoijoid [AlBNT) S0UBIBA0D) 10309 oljgnd Buinoidu
8 oMXaN A UC UOISSNISIC S|qEIpUNey pasodold :R2UBLIBACK) J0J0aS JHINd LE0/03/2INOS/S00T
(Do) 12yD By Jo SpUBLL T3S UO SJUI0Y UOISSNosIg- ssiliMoY (1N38)
s uedep ¥ amoniseyu; [ebs oruoucoz Buiusyibualg asmn4 jo Buunonnsay 0EO/0TIZNOS/BO0Z
aouauadxy seuy) ‘Buoy BuoH
ON | SOA e
Ag paprugng a3 "ON JUSWNo0
{o1qesydde asoym) uonoLISaY asesjay epusby BiL N3 d
ayeq uonolMIsaiag 10} uoseay olignd




M4 =: Issues Paper for Review of Institutional Frameworks (Preliminary Draft).
(X #4538 © 2009/SOM2/EC/021)







Asia-Pacific
Economic Cooperation

2009/SOM2/EC/021
Agenda ftem: 10

Issues Paper for Review of Institutional Frameworks
(Preliminary Draft)

Purpose: Consideration
Submitted by: EC Chair & Australia

‘%:i\gi} Second Economic Committee Meeting
/ Singapore
23-24 July 2009

\
APEC 2009 é\
Singapore




Issues Paper for Review of Institutional Frameworks
(Preliminary draft)
Prepared by EC Chalr fd Austratia
10 July, 2009

Background

EC members discussed the way of implementing the Review of Institutional Frameworks at EC1 in
February 2009, based on the proposed roadmap on voluntary reviews of institutional frameworks and
processes for reform. The issues arsing from the discussion include:
- whether there is any added value for those five economies that had already completed the
APEC-OECD Checkiist to carry out a voluntary review
- whether EC should adopt two tier approach in which volunteer economies can choose either
peer or self review
—~  the expected role of PSU in supporting the review

This paper consists of two parts. The first section proposes some amendmenits to the roadmap of the
review {o reflect the comments suggested at EC1. The second section provides a preferred set of
attributes of effective institutions or processes that support structural reform in order to help the EC
members {0 understand the nature of the review. The latter, with possible modifications, could be a
core part of the first edition of the “Handbook”, which will be prepared by the PSU.

1. Proposed amendments to roadmap and processes

The following section summarises the major points of the proposed moedifications to the roadmap for
review (see Appendix 1 for the modified roadmap).

Processes for review

® A basic framework is kept the same as the original proposal where a consultant or the Policy
Support Unit (PSU) is to carry out the reviews and produce a draft report.

e |t is made explicit that the volunteering economy has a choice between a self review or a peer
review.

® In a self review, the volunteering economy edits the draft report before tabling it for discussion at
the Economic Committee.

® In a peer review, the draft report will be tabled for the review at the Economic Commitlee without a
prior screening by the volunteering economy. The volunteering economy has, of course, a chance
to make comments on the draft at a peer review session. The report will be finalised by the PSU
itself, or by the consultant with the support of the PSU.

® The report may of may not be published depending on the decision of the volunteering economy.
If it is to be published, the draft report shouyld either be modified takina account of the EC's
discussion or be accompanied by the record of EC’s discussion. Even if the report is not published,
the agenda of the EC meeting that includes the review as an agenda item will be made a public
document.

Proposed schedule

¢ The PSU has offered to prepare a handboock to help guide the review. The second section of this
paper, with possible modification, will be a core part of the first edition of the "Handbook for
Voluntary Review of Institutional Frameworks”. It will be finalised intersessionally so that
economies can start to consider if they are willing to volunteer.

® Volunteering economies will be invited to offer themselves for a review in September so that the
first discussion on a draft report can be conducted at EC1 2010.

& After the completion of a few reviews, the Economic Committee should evaluate the scope and
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the processes adopted as well as the sef of questions and adjust them as required.

@ EC's consideration of the review for-an economy should take-2-3 hours. if an-EC -meeting is-te -
review more than one economy, it would need to have a special session in addition to the plenary
meeting.

® After reviewing several economies, EC will develop a synthesis report that summarises what EC
has so far learnt through the reviews.

Complementary nature with the “APEC-OECD Integrated Checklist on Regulatory Reform

Although the first chapter of the APEC-OECD Integrated Checklist on Regulatory Reform, namely
Horizontal Criteria concerning Regulatory Reform, contains similar guestions to those listed below, the
proposed review has a number of different aspects from the application of the Integrated Checklist.

First, the main focus of the review will be the role of a horizontal institution, although we will pay
attention on the functions of sector-specific institutions as well. The review can be conducted without
necessarily involving line ministries.

Second, the review is not decomposed with respect to policy fields, such as regulatory, competition
and market openness, but seeks for an institution that can cover all such aspects. Its viewpoint is more
synthetic and comprehensive.

Third, it focuses on more institutional aspects and policy process than the Iintegrated Checklist, as an
appropriate institutional setting may be effective in making sure that reform orientation is sustained and
applied for various issues.

Fourth, the PSU or the consultant will provide a support to the volunieering economy in helping to draft
the responses to questionnaire, preparing the initial draft of the review and providing clear
recommendations for improving institutional framework.

In summary, the proposed review is broader but more concise than the application of the Integrated
Checklist. Thus an economy which has already applied the Integrated Checklist is well recommended
to volunteer for this review as they can expect new findings that would result in an improvement in the
design and management of a horizontal institution even if there already exists one.

2. Proposed examining points of the review

Although it is difficult to identify a complete set of the attributes of effective reform institutions/process
backed by solid empirical analyses, building a broad consensus on a set of " working hypotheses”
could provide the reviewers or PSU with rough guiding principles to conduct the review of institutional
framework. At a later stage, such working hypotheses should be reviewed periodically to reflect the
latest experiences of member economies.

Features of effective institutions that support structural reform

A political economy approach to structural reform examines the political determinants of change and
how governments can use institutions, strategies and processes fo achieve reform through consensus.,
The Ministerial Meeting of Structural Reform {SRMM) in 2008 discussed various aspects of a political
economy in promoting structural reform. As a part of the discussion at SRMM, a discussion paper titled
“The Political Challenges of Structural Reform” (2008/SRMM/002) fried to extract the attributes of
effective institutions or processes for reform from the experiences of member economies. The
suggested features of reform institutions/processes include:

1} Mandate: A mandate to undertake policy research, analysis, review and advise government and
other stakeholders, including citizens is infegral fo an effective institutional framework supporting
structural reform.

2} Governance: Membership of the responsible board, commission, taskforce or inquiry should
include a range of stakeholder views and interests drawn from different sectors of the economy
including government, citizens and business.




3) Budget: Cerfain, secure budget funding is necessary to ensure that institutions have adequate
resources to perform its role in advancing structural reform free from political interference,

4y - independente: nsfitutions shodld have legal ofinformal ihndependernce from governmant and not
be subject to government policy when performing its role.

5y Authority: Institutional authority is necessary so that it is a persuasive advocate for reform. The
appointment of a sirong chairperson who is influential and credible amongst stakeholders,
including government, citizens and business, will enhance the authority of an institution.

8) Transparency: Transparency has fwo aspects: firstly, institutions should conduct public
consultation; and, secondly, analysis and recommendations formulated by the institution and
presented to government should be made public.

7) Economy wide perspective: This means all analysis and recommendations made by the
institution are based upon a complete and comprehensive understanding of the net benefits and
costs of reform.

A set of questions in Review of Institutional Framework

The following set of questions specified in the proposed review of institutional framework has come out
from the discussion at SRMM. Each question is linked to one or several attributes suggested in the
aforementioned discussion paper. Appendix 2 summarises the discussion or analyses which could
help understanding the aim of questions, drawing on the existing reports including the discussion
papers submitted to SRMM, AEPRs and APEC-OECD check-list on regulatory reform.

a) What institutions or institutional processes are in plface to promote structural reform and policy
within the economy?
This question asks a general seilting of framework for reform. Some aspects of the attribute
1 {mandate) and § {authority) may be relevant.

b) Are institutions responsible for presenting an economy-wide perspective or are they focused upon
specific sectors or Industries? Are institutions or processes in place to facilitate whole of
government policy development and coordination?

This question is directly linked to the attribute 7 (economy wide perspective)

¢} What governance arrangements are in place to ensure that institutions and processes are
independent, and are seen to be independent, from govemment or particular interest groups'?
How do these arrangements ensure that a broad cross section of community perspectives,
including govemment, business and citizens are represented? What factors are important in
ensuring that these institutions and processes are authoritative and credible across society?
This question is directly linked to the attribute 2 (governance).

d) Is the analysis and advice provided by policy review institutions presented in a transparent way*?
What obligations, if any, are placed upon government to consider, accept or reject their analysis
and advice? s the government required to make public its response?

This question is linked to the latter half of the attribute 6 (transparency).

e} What institutions or processes are in place to facilitate public consultation processes and
dialogue? Are these processes transparent?
This question is linked to the first half of the attribute 8 {transparency).

f}  Describe how institutions and processes interact to drive structural reform?
This question asks how regulatory processes or policy tools could help institutions to promote
reform. Some elements of the attribute 1 (mandate} are relevant.

g) What mandate do these institutions have to perform its role? s this mandate legal or otherwise in
nature?
This question is directly linked to attribute 1 (mandate).

' This question has been slightly modified by adding “or particular interest groups” at the end of the sentence.
2 This question has also been slightly modified by adding “provided by poficy review institutions” following
“research and analysis™.



h) Are these institutions or processes required fo conform fo existing government policy in the
provision of its analysis and advice?
' This question-asks whether-the -reform -institutions-have ithe mandate-to explore alternative-
options beyond the existing policies. Hence, some aspects of the attribute 1 (mandate) are
relevant.

i) Are budget and structural reform policy the responsibility of one institution or body such as a
central ministry or department?
This question is linked to some aspects of the attribute 5 (authority).

) Do these institutions and bodies have secure, cerfain and adequate budget funding fo perform its
role?
This question is directly linked to the attribute 3 (budget}.

Additional set of questions

In addition to the above original set of questions, it would be useful to discuss whether there are any
addiional questions to cover important elements of reform institutions. The following set of questions is
such an example. .

k) In what way do these institufions make sture that they are equipped with stfficient expertise in
addressing sectoral issues and that such expertise is not unduely affected by the vested interests?
This question is finked to the attributes 4 {independence) and 5 (authority).

I} How much are these institutions equipped with professional staff and/or analytical tocl that enables
analyses of the impacts of reform, including overall impact on growth?
This guestion is linked to the attributes 3(budget) and 7{economy wide perspective).

m) Have there been any efforts, in terms of institutional setting or management, with an aim to enable
the economy to hit the best balance between the continuity/consistency in reform initiative and
flexibility to cope with a possible change in the political leadership?

This guestion is linked to the attributes 1 {mandate) and 4 (independence).

Possible introductory step

In order to facilitate a kick-start of the review process, it may be a good idea to invite volunteering
economies fo the introductory process, in which those economies are asked to explain how they have
managed each process of reforms based on their experiences of particular successful reforms. More
specifically, the following set of initial questions will be asked in the context of those particular reforms.
Such introductory step could help volunteering economies {o proceed smoothly to the next set of
questions described above, while providing the reviewers (PSU or consulfant) with useful background
information. Moreover, comparison of the samples of successful reforms and the institutional setting of
the reviewed economies could enable the reviewers to extract implication of institutional settings for
reform relatively easily. An example of the set of initial questions is as follows.

- How and by which institutions was the problem identified in the first pface?

- Which insfitutions or processes developed policy options for solution?

- In what way were the stakeholders consulted?

- How was the final decision made?

- How was this decision communicated within the government?

- What processes were required to implement the decision?

- How and by which institutions was the effect of the reform evaluated?

Issues for Discussion

To reach an agreement on the broad direction of the review, EC members would be reguested to
discuss the following issues.

Q. Is the set of attributes of institutions/processes for reform described above comprehensive enough
to cover the experiences of member economies? If not, what should be added?




Q. Do questions in the review of institutional framework appropriately reflect the aftributes of
institutions/processes for reform?  If not, what are the suggested modifications?

Q. How effective would the approach with an infroductory step as described above (starting with
analyses of successful cases) be? Is there any suggestion for incorporating case studies in a different
and more effective way?



Appendix 1

The Roadmap of Voluntary-or-Self-review of Institutienal Frameworks and Processes for-reform
{revised)

Background

On 3 — 5 August 2008, the Ministers of the APEC economies convened an APEC meeting on structural
reform in Melbourne Australia. At the conclusion of the meeting, the Ministers provided the following
instructions {o the Economic Committee in the Joint Ministerial Statement.

Reviews of insfitutional frameworks

We agree on the importance of building robust institutional frameworks and processes that can help
governments achieve sustainable structuraf reform.

With the aim of complementing the APEC-OECD Integrated Checklist for Regulatory Reform, we ask
the Economic Committee to further develop a process of voluntary reviews or seff-review of
economies’ institutional frameworks that support structural reform. This will assist in building and
maintaining effective institutions to support reform efforts.

Action point
We ask the Economic Commiftee to report back to APEC Leaders through Senior Officials on the
progress of developing the voluntary or self review process.”

This paper provides an idea as to how the Economic Committee may progress the development and
implementation of the reviews based on the discussion at £EC1 2009 and preceding EC meetings.

Proposed objective
As per the Joint Ministerial Statement, the objective of the reviews should be fo assist the APEC
economies to build and maintain effective institutions to support reform efforts.

Proposed scope

The reviews should be aimed at:

. carrying out a review of how reforms are generally initiated and decisions made in the
volunteering economy and through this process, identifying key institutions or institutional
processes that are in place to promote and drive structural reform and policy;

. analysing the institutions’ capacities against an agreed standard set of questions (set out in
Appendix 2} ;

. identifying significant gaps, including lack of appropriate instifutions; and

. making clear and practical recommendations for the volunteering economy to consider in order

fo strengthen iés institutional framework and processes for reform.

Proposed process for reviews

. Engage a consultant (either paid by member economies’ contributions or by APEC funds) or the
Policy Support Unit fo carry out the reviews.

. Provide the consultant or the PSU with clear terms of reference, including the objective and the
scope of the reviews, and a point of contact for the volunteering economy.

° The volunteering economies should provide a point of contact for the consultant or the PSU to
engage with and help facilitate information gathering and consultation.

, The consultant or the PSU will carry out the review over 2 — 3 months and produce a draft report
with clear recommendations.

. The volunteering economy has a choice between a self review and a peer review.




in a self review, the volunteering economy edits the draft report before tabling it for discussion at
the Economic Committee.

In & peer review, the draft report will be tabled for the review at the Economic Committee without
a prior screening by the volunteering economy. The volunteering economy has, of course, a
chance to make comments on the draft af a peer review session. The report will be finalised by
the PSU itself or the consultant with a support of the PSU.

The report may or may not be published depending on the decision of the volunteering economy.
If it is to be published, the draft report should either be modified taking account of the EC's
discussion or be accompanied by the record of EC’s discussion. Even if the report is not
published, the agenda of EC that includes the review as an agenda item will be published

The Economic Committee will provide assistance as necessary for the vélunteering economy fo
implement recommendations.



Appendix 2

‘Appendix-2-summarises the discussions and -analyses relevant to- each-guestion: of the institutional:
review, drawing on the existing reports including the discussion papers submitted to SRMM, AEPRs,
APEC-OECD check-list on regulatory reform and others.

a) What institutions or institutional processes are in place to promote structural reform and policy within
the economy?

Discussion Paper titled “How a Regulatory Reform Framework Facilitates Structural Reform”
{2008/SRMM/006) provides a hroad picture of mechanisms and institutions to oversee regulatory
reform.

Structural reform is often driven by a central oversight body which has primary responsibility for reform.
Various other insfitutions also play an impertant supplementary role in promoting reform.

-~ Central oversight body vary widely in function and design. lis function often includes the
advisory role, the gatekeeper role and the advocacy role.

- Executive or key policy decision-making body is a key source of regulation in proposing
new laws fo parliament and in establishing secondary rules to give effect to primary
legislation.

- Legislative body such as parliament has formal responsibility for reviewing and enacting
primary legislation.

- Independent regulators are public bodies in charge of regulating specific aspects of an
industry by enforcing rules, dispensing penalties and authorising the issue of licences.

~  Independent, external advisory bodies are often established to provide official and expert
advice to government on specific regulations and aspects of an industry.

b) Are institutions responsible for presenting an economy-wide perspective or are they focused upon
specific sectors or industries? Are institutions or processes in place to facilitate whole of government
policy development and coordination?

2007 AEPR suggests in its second chapter, “Using nstitutions to support Structural Reform”, that a
policy review institution needs to look beyond narrow sectional interests, and to consider net gains on
the economy as a whole; As fracing though all the economic effects of a particular reform on all the
various stakeholders can require considerable analytical capacity, it is important to ensure that a policy
review insfitution has access to analytical resources including skills in modelling and cost benefit
analysis,

APEC-OECD check-list suggests that, fo avoid unnecessary duplications and confradictions, all
appropriate official bodies including authorities of regulation, frade and competition as well as private
sector bodies with regulatory responsibilities should be informed and consulted when planning a
reform. It is also suggested that a lack of coherence and consistency among central, regional and local
regulations may reduce the quality of the reform strategy. Where regulatory powers are shared
between levels of government, the establishment of formal mechanisms for coordination within and
between governments could increase the benefits of reform.

c) What governance arrangements are in place to ensure that insfitutions and processes are
independent, and are seen to he independent, from government or particular interest groups? How
do these arrangements ensure that a broad cross section of community perspectives, including
government, business and citizens are represented? What factors are important in ensuring that
these institutions and processes are authoritative and credible across society?

Institutions responsible for reform must be seen as independent from particular interests. Reputation of
credibility and impartiality of reform institutions can serve to promote reform by fostering consensus on
key issues.

In this regard, the governance of the institutions needs o be set to ensure independence through, for
example, appointing board members to reflect wide range of community perspectives. SRMM/G02
suggests that the membership of the responsible board, commission, taskforce or inquiry should
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include a range of stakeholders' views and interests drawn from different sectors of the economy
including government, citizens and business.

As suggested by many studies, the efforts to provide high quality research and to improve
transparency in consultation and communication process would also help building credibility and
reputation of impartiality.

d) Is the analysis and advice provided by policy review institutions presented in a {ransparent way?
What obligations, if any, are placed upon government to consider, accept or reject their analysis and
advice? Is the government required to make public its response?

A policy review institution can improve the quality of policy-making by conducting research and
analysis and by informing stakeholders as well as the general public of their outcomes. The guality of
analysis underlying reform can affect prospects for both adoption and implementation of reform.

SRMM/@02 and 2007 AEPR suggest that a policy review institution needs {0 ensure the transparency
of the argumenis and analysis put to it Conducting public consultation can help increasing
transparency. Furthermore, it is also important to ensure that analysis and recommendations
formulated by the institution and presented to government should be made public to increase the
transparency of its own advice to government.

a) What institutions or processes are in place to facilitate public consultation processes and dialogue?
Are these processes transparent?

Effective communication and consultation efforis serve to generate support for reform and to enable
the authorities to identify potential problems. 2007 AEPR suggests that policy development process
ideally requires two rounds of consultation, one at the inception of policy review to start develop ideas
and again after the preparation of a draft report that outlines the full analysis and possible solutions.

SRMM/002 and 2007 AEPR stress the importance of the role of an independent policy review process
or institution in providing analyses and policy options, while building poputar acceptance of reform
through an ongoing dialogue with all stake holders.

2007 AEPR also suggests that transparency can he increased for example by holding its consuliations
in the form of public hearings, or by publishing summaries of its consulfations shortly afterwards.

[ f} Describe how institutions and processes interact to drive structural reform?

SRMM/002 refers to the interaction between institutions. An effective institutional framework may
comprise one or more institutions or bodies, while the role and interactions between institutions may
also differ from time to time. The interaction between the different bodies that make up the institutional
frameworks supporting structural reform and the relationship between these institutions and
government is a critical factor in determining their effectiveness in advancing structural reform and
building consensus. Whilst the outward form of this relationship may vary, high level access to
government and senior decision makers is critical.

Regulatory tools and processes for improving the quality of reguiation such as Reguiatory Impact
Analysis {RIA) could help enhancing the performance of institutions responsible for reform. RIA is
widely used as a tool for systematically analysing and communicating the impacts of new and existing
regulations. Reform institutions or specialised bodies often oversee RIA process and get feedback
from the RIA exercise, which, in turn, can be used for planning broad reform policy. Further details of
the RIA are described in SRMM/006.

g) What mandate do these institutions have to perform its role? |s this mandate legal or otherwise in
nature?

SRMM/006 provides some examples of the roles that institutions responsible for reform are expected
to play.
—~  The advisory role invoives providing advice and support to regulation makers to assist them
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in complying with government policies aimed at regulatory quality assurance. This can
involve the publication and dissemination of written guidance and the provision of training on
topicssuch as-aspects of the RIA processes and techniques. - 1t may also involve-a-mere-.
specific, ‘hands on’ approach, whereby the central unit provides advice to regulators in the
context of their development of particular regulations. ,

— The gatekeeper role involves challenging and controlling the quality of draft regulations.
This function centres on the ability of the oversight body o question the technical quality of
RIA and of the underlying regulatory proposals and is likely to be based on compliance with a
checklist. The gatekeeper function may also involve checking and enforcing compliance
with procedural requirements, such as aspects of the consultation process.

~  The advocacy role involves the promotion of long term regulatory reform framework goals,
including policy change, the development of new and improved tools and institutional change.
This role sees the oversight body as an active player in the policy formulation process.
Sometimes this advocacy role is undertaken by an external body appointed by government.

h) Are these institutions or processes required to conform to existing government policy in the
provision of its analysis and advice?

SRMM/002 suggests that i'nde'pendent policy review and advisory bodies commonly have a mandate
to act as an independent voice for structural reform that extends beyond an immediate short term
timeframe and adopts a long term focus to drive reform.

2007 AEPR also suggests that the policy review agencies should not be bound by current government
policy. Such mandate enables policy review institutions fo provide a full critique of current government
policy setfings in conducting its review, which is a necessary first step in developing and promoting
structural reform.

g) Are budget and structural reform policy the responsibility of one institution or body such as a central
ministry or department?

SRMM/002 suggests the importance of a role of central ministries and agencies in promeoting reform. A
central ministry with explicit responsibility for structural policy is well placed to advance structural
reform on a whole of government basis due to its horizontal, economy wide perspective, access to
senior decision makers and capacity to secure budget funding. lis central coordinating role alse means
it can build consensus by negotiating policy approaches between different, sectoral interests that may
exist within the government. Control of the government’s budget will also mean a central ministry has
the authority to require adherence fo, and implementation of, structural reform policy.

Policy coordination from a central ministry perspective is particularly valuable where sectoral or
industry based ministries have primary carriage of sectoral policy and an economy wide perspective is
needed to maintain the integrity of structural reform policy on a whole of government basis.

hy Do these instifutions and bodies have secure, certain and adeguate budget funding to perform its
roie?

As 2007 AEPR suggests, a policy review institution will be subject to inevitable attack from vested
interests, and so needs o protect its credibility and independence in the face of such attacks.
Credibility is enhanced if the organisation has the resources to ensure that its analysis is of highest
guality. In this sense, secure, certain and adequate budget funding is necessary o ensure that
institutions have adeguate resources fo perform its role in advancing structural reform free from
political interference.
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Amendments to 2009/SOM2/EC/021
Agenda ltem: 10

Amendments to Issues Paper for Review of Institutional Frameworks

The following text is to replace the existing section on Processes for review on page 2 of the Issues
paper.

“Processes for review

« After some discussion, the Friends of the Chair Group on Regulatory Reform agreed on 23 July
2009 that the review will not adopt a two-tiered approach in which volunteering economies can
choose either peer or self reviews. Instead, it will have only one approach which will be used
consistently for all reviews.

» The Policy Support Unit (PSU) or a consultant .with the support of the PSU will carry out the
reviews.

» The PSU or a consultant with the support of the PSU will actively engage the volunteering
economy throughout the review.

» The PSU or a consultant with the support of the PSU will produce a draft repont.

+ The volunteering economy will be able to provide, in writing, its respense {0 the draft report. This
response will form part of the report to be tabled for discussion at the Economic Committee.

« Following the discussion at the Economic Committee meeting, the PSU or a consultant with the
suppert of the PSU will finalise the report.

+ The volunteering economy will decide whether or not the report will be published.”

The following text is to repiace the existing 2™ dot point of Proposed schedule on page 2 of the issues
Paper.

“Wolunteering econcmies will be invited to volunteer themselves for a review in October 2009 so that
‘the first discussion on a draft report can be conducted at £C2 2010.”
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PRIORITISATION OF REGULATORY REFORM FOR IMPROVING THE BUSINESS
ENVIRONMENT

Background

1, At SOM 1 in February 2009, APEC Senior Officials and the Economic Committee agreed that
the three main elements of an APEC Action Plan on the prioritisation of regulatory reform for
improving the business environment would involve:

{a) ldentifying priority areas for regulatory reform, using the 10 Ease of Doing Business
(EoDB) areas as the basis for prioritisation’

{b) Building capacity for reform, with a focus on priority areas identified

{c) Setting measurable targets for our reform efforts, to demonstrate {o businesses that
progress has been made through APEC.

2. The EC-World Bank study on Ease of Doing Business in APEC noted that economic crisis
was a strong impetus for reform. The current economic downturn has indeed added greater urgency
for regulatory reform initiatives, to ensure that APEC remains open for trade, businesses are able to
flourish and workers are able to find jobs despite difficult conditions.

3. The EC-World Bank study highlighted that a desire by economies to improve competitiveness
is a key driver for ensuring successful regulatory reform. It is thus fimely for APEC member
economies fo commit to implementing impactful reforms. Reforms where progress can be measured,
so as {0 send a strong signal to businesses that APEC is moving. Reforms that improve our domestic
business environment, foster continued economic growth and development in the Asia-Pacific region,
and ultimately ensure a more competitive APEC emerging out of the crisis.

Preliminary List of Priority Areas ldentified by the Economic Commitiee

4. This paper lays out the APEC Economic Committee's preliminary list of priority areas for
regulatory reform for SOM2's consideration. The evaluation was prepared by a special EC PRIBE?
fask force formed at EC1, taking into account feedback and analysis from three different sources:

(a) Feedback from an ABAC survey of our business stakeholders, to ensure that we are
receptive to the needs of businesses

(b} Feedback from APEC member economies on their reform priorities, {0 ensure that we are
cognisant of the domestic agenda of member economies and can adapt our programmes
to meet their needs ‘

(c) Results of a World Bank consuttancy study on the economic impact of requlatory reforms,
to ensure that we pursue reforms which are truly impactful in improving APEC’s economic

competitiveness.
{A) Listening to Stakeholders — ABAC Survey of Business Priorities
5. ABAC conducted a survey® to determine the top areas of regulatory barriers faced by

businesses when doing business in APEC. As businesses are the drivers of growth, employment and
economic development in APEC, obtaining and responding to feedback from business stakeholders in
APEC is a key focal point of PRIBE. As part of the survey, businesses were asked to identify priority
areas for reform as well as recommend possible improvements that APEC member economies could
undertake in these priority areas

6. Thus far’, the ABAC survey on business priorities has reached out to more than 200
respondents operating across APEC member economies and from a variety of sectors. The top three

" Explanatory notes on the World Bank’s Doing Business indicators are at Annex A. The strength of the EoDB
indicators is that they are tangibie figures that can be used fo monitor progress. But, we recognise that no
indicator is perfect, and even the Worid Bank has been fine-tuning the indicators over fime.

2 PRIBE = Priaritisation of Regulatory Reform for improving the Business Environment.

? A sample ABAC survey form is at Annex B.

“ The ABAC survey was slated to close by end April 08, but the deadline was extended to 30 June 2006 to allow
more businesses to respond. The finalised ABAC survey resulis will be faken into account in the final submission




priorities identified by the responders are in the areas of Dealing with Permits, Starting a Business;
and Protecting Invesfors. The areas of Employing Workers and Getting Credit are tied 4" The
average rank for various areas is at Exhibit 1.

Exhibit 1: Average rank of Priority Areas in ABAC survey

Dealing with Pemmits
Starting a Business
Protecting Investors

Getting Credit
Employing Workers
Enforeing Contracts

Trading Across borders

Paying Taxes

Registering Property

Ciosing & Business
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{B) Responding to Demand ~ EC Survey of Economies’ Reform Priorities

7. A similar survey on priority areas for reguiatory reform was conducted concurrently by the EC®.
This PRIBE survey was disttibuted to APEC member economies, asking for their priority areas for
regulatory reform to improve the business environment in APEC. Thus far, responses have been
received from almost two-thirds of APEC member economies. From the survey, economies’ top five
priorities, in order of priority, are Sfarting a Business, Dealing with Permits, Trading Across
Borders, Enforcing Contracts and Getting Credit. The average rank for the various areas is at
Exhibit 2.

Exhibit 2; Average rank of Priority Areas in the EC's PRIBE survey
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Protecting Investors
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o SOM2, but has not been incorporated in this version that is being circulated to EC for comments. This version
yses the results presented at ABACH1.
® A sample EC survey form is at Annex C.




{€C) Ensuring Impact in Action - World Bank Study on Economic Impact

8. A final source of analysis was the EC-World Bank study commissioned by EC in 2008, and
completed in 2009, to measure the impact of regulatory reform in APEC on economic outcomes. The
EC-Worid Bank study analysed the impact of regulatory reforms associated with each of the EoDB
indicators, and proposed recommendations on how reforms could be carried through to ensure that
they achieved their goal of improving the business environment.® Regulatory reform in 3 areas were
identified by the World Bank sfudy to be statistically significant in terms of having an impact on
economic outcomes, namely Getting Credit; Starting a Business; and Enforcing Contracts,

9. Each of these indicators was associated with a different positive economic oufcome. For
example, an improvement in the credit information index was associated with higher investments.
Reducing the time needed for starting a business was associated with higher firm entry rates and
credit disbursement to the private sector. These reforms as well as a reduction in the time and
number of procedures it takes to enforce contracts were associated with higher investments in
external-financing-dependent (i.e., capital-intensive) industries, as investors and banks were probably
more comfortable financing businesses in such environments.

10. The EC-»WO!‘]d Bank study did not analyse the lrnpact of Trading Across Borders on
economic outcomes’, because a CTI-World Bank study on “Transparency and Trade Facilitation in
the Asia-Pacific”, completed in 2007, had already analysed the impact from improvements in the
EoDB sub—indicators of Trading Across Borders. It found that reforms associated with Trading
Across Borders were significant in improving the coliective trade performance of APEC econommies®.

Piecing the Pieces Together — Priority Reforms for APEC

11. As reform prioritisation needs to take into account all three sources of inputs, Exhibit 3 brmgs
together the top fourffive EoDB indicators® suggested by each data source. Each indicator is given a
score of 1 each time it appears in the fop five indicators of a specific data source. With the highest
score of 3, the first Her of priority indicators are Starting a Business and Getting Credit. A second
tier of priority indicators, with a score of 2, are Enforcing Contracts, Trading Across Borders; and
Dealing with Permits. These represent the confluence of priority areas identified by all three sources,
and form EC’s preliminary recommandatlons on priority areas of regulatory reform to improve the
domestic business environment™®

Exhibit 3: Collation of priori reforms |deﬂtif ed from the 3 dlffeafent sources

ﬁmp!oylng Workers

N

Protecting Investors
Registering Property
Paying Taxes
Closing a Business
* Based on the 2007 CTI-World Bank study on Transparency and Trade Facilitation in the Asia-Pacific

[~ 131~ 1F

5 An Executive Summary of the World Bank study is at Annex D, and the full study is at Annex E.

" The CTi-Word Bank study is attached at Annex F. Annex G contains a summary of what the various World
Bank studies found about the most impactful indicators.

It was estimated by the CTI-World Bank study that improvements in trade policy predictability and simpflification,
which includes improvements measured by the Trading Across Borders sub-indicators, could improve collective
trade performance in APEC econornies by US$148billion.

¥ £C was asked to identify 3-4 priority areas, but as this is the preliminary list of priority areas, we have taken the
liberty to identify up to 5 areas, so that there is a greater element of cheice — out of these 5 preliminary areas, 3-4
priority areas can then be identified for APEC. Only 4 areas of significant impact were identified by World Bank
siudles as such, World Bank's analysis is restricted io 4 areas.

W A more detailed discussion on the EC PRIBE survey findings on these priorifies is at Annex M.



Target Setting — Possible Yardsticks to Measure Progress

12. As highlighted during discussions at SOM 1, high-level commitment to measurable
improvements is important. Reform targets add impetus and help to sharpen the focus of capacity-
building activities, and ensure that they result in concrete outcomes. This is also what businesses are
asking for.

13. To demonstrate APEC's commitment fo improving the APEC business environment o
ameliorate the impact of the cuerrent economic crisis, we couid set a near-term interim target to be
achieved by 2011, so as to demonstrate unequivocally that APEC is moving quickly to address the
crisig, A fonger-term target could also be set for 2015 to maintain momentum in reform.

i) Improving APEC’s Competitiveness:
Improvement of X Ranks in the Average Ranking of APEC Economies

14, A possible yardstick of progress made by APEC could be a colfective improvement in APEC’s
average ranking in the priority EoDB indicators. For instance, a target could be set for the average
rank of APEC economies fo improye by X places in each priority area, :

15. The EC would however highlight that a target to improve the average rank of APEC
economies would be a moving target, as non-APEC economies could also improve in the interim. But,
this precisely reflects the_"competition” that APEC faces. Setting a moving target would focus APEC
economies to ensure that their regulatory reform efforis are targeted at continually improving their
business environment to keep up with the competition. This is however not a zero sum game. Besides
fostering the growth of businesses in APEC, an improved business environment in APEC would also
encourage greater regional and global trade and investment flows beyond APEC, benefiting both
APEC and non-APEC economies. APEC's target would also raise awareness of the EoDB indicators
globatly, which could help create a global impetus to improve the global business environment to the
benefit of everyone.

if) Ensuring Real Improvements:
a) Y% Reduction in the Number of Procedures, Cost, and Time

16. The EC-World Bank study defined a “reform” as an improvement of any one of the EoDB sub-
indicators in absolute terms by more than 10%. Many of the sub-indicators measure the number of
procedures, the cost and the time it takes to complete certain tasks associated with each area. As
such, an appropriate yardstick of measurement could then be the percentage change in the value of
the sub-indicators. A targset that commits APEC to an average Y% reduction in the number of
procedures, cost, and time related to the sub-indicators in a priority area would automatically
translate into tangible improvements in the APEC business environment, clearly ariculating how
regulatory reforms will make it administratively easier, cheaper and faster to do business in APEC.

17. I is worth noting that 4 out of the 5 preliminary priority areas identified earlier all lend
themselves fo such a yardstick for measuring improvements. For instance, the number of procedures,
the cost and time required to legally start and operate a company are the sub-indicators of the
Starting a Business indicator’', Only the sub-indicators of Gelting Credit do not lend themselves
naturaily to an explicit statement of how much easier, cheaper or faster it has become fo operate in
APFEC as a resuif of our collective efforts af regulatory reform to improve the business environment ir
APEC.

b} improvement of Z Ranks in the Average Ranking of APEC Economies as Compared with the
2009 Ranking Table - Ceteris Paribus '

18. A third approach could be fo target improvements in APEC's average rank vis-a-vis where the
world stood in 2009. This means taking the absolute score for sach of the indicators in a subsequent
year (say 2010), comparing it with the ranking tabie In 2008, and figuring out what rank the economy
would now stand if all other economies were to remain in their 2009 positions. It is not a moving target

" Annex A also provided a demarcation of the various sub-indicaters under each of the 10 World Bank Doing
Business indicators into indicators associated with proceduras, cost and time.




as we are calibrating ourselves against the performance of all economies in 2009, i.e., based on the
absolute scores in 2008. We could caiculate this for all economies and figure out the new average
rank of APEC economies based on the 2009 ranking tabie. The target could then be for the average
rank in each priority area to improve by Z places vis-a-vis the 2009 ranking fable.

18. However, we note that this is a complex concept to communicate to the public, and it may not
necessarily be a better target than te outright commit to Y% improvements as suggested in {ii}(a).

Submitted to SOM2 for Consideration

20. The EC is not in a position to determine appropriate values of X, Y or Z, but this could be an
issue that Senior Officials could deliberate upon further. However, given that the EC-World Bank
study had defined a “reform” as an improvement of any one of the Doing Business indicator by more
than 10%, a vaiue for Y that is at least 10 or higher may be more appropriate.

21 This report is submitted to SOM2 by the Economic Committee.



Annex A

EXPLANATORY NOTES ON EASE OF DOING BUSINESS

The methodology that is used in each of the Ease of Doing Business areas is
laid out below. More information can be found at hitp://www.doingbusiness.org.

a. Starting a Business

This topic identifies the bureaucratic and legal hurdles an entrepreneur must
overcome to incorporate and register a new firm. It examines the procedures, time,
and cost involved in launching a commercial or industrial firm with up to 50
employees and start-up capital of 10 times the economy's per-capita gross national
income {GNI}.

The sub-indicators are:

all procedures required fo register a firm,

average time spent during each procedure,

official cost of each procedure, and

the minimum capital required as a petcentage of income per capita,

s ® ® @

b. Dealing with Construction Permits

This topic tracks the procedures, time, and costs to build a warehouse,
including obtaining necessary licenses and permits, completing required notifications
and inspections, and obtaining utility connections.

The sub-indicators are:
« all procedures to build a warehouse,
« average time spent during each procedure, and
« official cost of each procedure.

c. Employing Workers

Doing Business measures the regulation of employment. It specifically
examines the difficulty of hiring, nonstandard work schedules and paid annual leave,
and the costs and rules governing redundancy termination.

The sub-indicators are:

» Difficulty of hiring index: Applicability and maximum duration of fixed-term
contracts and minimum wage for frainee or first-time employee.

« Rigidity of hours index: Scheduling of nonstandard work hours and annual
paid leave.

« Difficulty of firing index: Notification and approval requirements for termination
of a redundant worker or a group of redundant workers, obligation to reassign
or retrain and priority rules for redundancy and reemployment.

= Rigidity of employment index: A simple average of the above three indices.

« Fhing cost: Notice requirements, severance payments and penaities due
when terminating a redundant worker, expressed in weeks of salary.




d. Registering Property

This topic examines the steps, time, and cost involved in registering property,
assuming a standardized case of an entrepreneur who wants fo purchase land and a
building that is already registered and free of title dispute.

The sub-indicators are:
» number of procedures legally required to register property,
time spent in completing the procedures, and
the costs, such as fees, transfer taxes, stamp duties, and any other payment
o the property registry, notaries, public agencies or lawyers. The cost is
expressed as a percentage of the property value, assuming a property value
of 50 times income per capita.

e. Getting Credit

This topic explores two sets of issues—credit information registries and the
effectiveness of collateral and bankruptcy laws in facilitating lending.

The sub-indicators are:
» a Legal Rights Index, which measures the degree to which collateral and
bankruptcy laws facilitate lending,
« a Credit Information Index, which measures rules affecting the scope, access,
and quality of credit information,
public credit registry coverage (% of all adults), and
private credit bureau coverage (% of all aduits).

f. Protecting Investors

This {opic measures the strength of minority shareholder protections against
misuse of corporate assets by directors for their personal gain.

The sub-indicators are:
transparency of transactions (Extent of Disclosure index)
liability for self-dealing (Extent of Director Liability Index)
shareholders’ ability to sue officers and directors for misconduct (Ease of
Shareholder Suit index)
= strength of Investor Protection index {the average of the three index)

g. Paying Taxes

This topic addresses the taxes and mandatory contributions that a medium-
size company must pay or withhold in a given year, as well as measures of
administrative burden in paying {axes.

The sub-indicators are:
+ total number of tax payments per year
time it takes to prepare, file and pay (or withhold) the corporate income tax,
the value added tax and social security contributions {in hours per year)
+ total amount of taxes and mandatory coniributions payable by the business
as a percentage of commercial profits



h. Trading Across Borders

This topic looks at the procedural requirements for exporting and importing a
standardized cargo of goods. Every official procedure is counted -- from the
contractual agreement between the 2 parties to the delivery of goods ~ along with
the time necessary for completion.

The sub-indicators are:
+« number of all documents required to export/import goods,
time necessary to comply with all procedures required to export/import goods,
and
e cost associated with all the procedures required to exportfimport goods

i. Enfarcing Contracts

This topic looks at the efficiency of contract enforcement by following the
evolution of a sale of goods dispute and fracking the time, cost, and number of
procedures involved from the moment the plaintiff files the lawsuit until actual
payment.

The sub-indicators are:
« number of procedures from the moment the plaintiff files a lawsuit in court
until the moment of payment,
s time in calendar days fo resolve the dispute, and
« costin court fees and atforney fees, where the use of attorneys is mandatory
or common, expressed as a percentage of the debt value.

J- Closing a Business

This topic identifies weaknesses in existing bankruptcy law and the main
procedural and administrative bottlenecks in the bankruptcy process.

The sub-indicators are:
« average time to complete a procedure,
» cost of the bankruptcy proceedings, and
« the recovery rate, which caiculates how many cents on the dollar claimants
{creditars, tax authorities, and employees) recover from an insolvent firm.

A-3
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Annex B

ABAC - Ease of Doing Business
Survey

Drawing reference from the World Bank Doing Business Survey, this ABAC "
Fase of Doing Business" Survey identified 10 areas of doing business™* {such
as Starting a Business, Dealing with Permits, efc) which companies may find
challenging, due to the ievel or type of regulatlons implemented by the main
APEC* economy they operate in.

* Please click on Explanatory Note for reference.

# The 21 APEC economies are Australia, Brunei Darussalam, Canada, Chile, China, Hong
Kong, indonesia, Japan, Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Peru,
Philippines, Russia, Singapore, Chinese Taipei, Thailand, United States and Vietnam.

Instructions:

For each Area of Doing Business from (a) to (j), please rank on a scale of 1 - 10,
with 1 being the area which is mgg;_;mgqgaquor APEC economies to

implement reforms and 10 being the area which is least important for APEC
economies to implement reforms.

1. Ranking for Areas of Doing Business (do not assign the same ranking more
than once) :

Area of Doing Business _______Fig.'l@.g___—m..
a. Starting a Business !

b. Dealing with Permits

]

. Employing Workers

d. Registering Property
e. Getting Credit
Protecting Investors

h

g. Paying Taxes

h. Trading Across Borders

i. Enforcing Contracts

j. Closing a Business

2. In terms of Starting a Business, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

> Number of procedures to legally start and operate a company
C Time required to complete each procedure
> Cost required to complete each procedure

http://survey.sbf.org.sg/surveys/abac_ease of doing business survey.htm 25/03/2009
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C Paid-in minimum capital
: Others, pls specify: | ;

3. In terms of Dealing with Permits, please select the most important aspect
which you feel shouid be first reformed by the main APEC economy which you
operate in;

> Number of procedures to legally build a facility

0 Time required to complete each procedure

> Cost required to complete each procedure
C Others, pls specify: [ :

4. In terms of Employing Workers, please select the most important aspect
which you feel should be fi rst reformed by the main APEC economy which you
operate in:

G Difficuity of hiring

: Rigidity of hours

¢ Difficulty of firing

C Rigidity of employment

¢ Firing cost

€ Others, pls specify: |

5. In terms of Registering Property, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

¢ Number of procedures to legally transfer fitle on immovable property

: Time required to complete each procedure

€} Cost required to complete each procedure
> Others, pls specify: ! ;

6. In terms of Getting Credit, please select the most important aspect which you
feel should be first reformed by the main APEC economy which you operate in:

: Strength of legal rights

> Depth of credit information

> Public credit registry coverage
> Private credit bureau coverage

¢ Others, pls specify:|

7. In terms of Protecting Investors, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

> Extent of disclosure

& Extent of director liability

 Ease of shareholder suits

¢ ‘Others, pls specify: |

8. In terms of Paying Taxes, please select the most important aspect which you
feel should be first reformed by the main APEC economy which you operate in:

> Number of tax payments for a company

http://survey.sbf.org.sg/surveys/abac_ease_of doing_business_survey.htm 25/03/2009
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 Time required to comply with 3 major taxes
: Total taxrate

¢ Others, pls specify: i

9. In terms of Trading Across Borders, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

* Number of documents required to export & import
 Time required to export & import

2 Cost required to export & import

3 Others, pls specify: I - |

10. In terms of Enforcing Contracts, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

 Number of procedures to enforce a contract
¢ Time required to complete each procedure
> Cost required to complete each procedure

C Others, pls specify:i _ |

11. In terms of Closing a Business, please select the most important aspect
which you feel should be first reformed by the main APEC economy which you
operate in:

C Time required to recover debt
> Cost required to recover debt
> Recovery rate for creditors

< Others, pls specify: } 3

12. Reference your answers o Q2 - Q11, please suggest reforms or policies that
would address those Areas of Doing Business.

Area of Doing Business Suggested Reforms:

a. Starting a Business

b. Dealing with Permits

¢. Employing Workers

d. Registering Property

f. Protecting Investors

g. Paying Taxes

h. Trading Across Borders

i. Enforcing Contracts

|
|
|
|
e. Getting Credit i é
l
l
l
I
|

j- Closing a Business

http://sﬁrvey.sbf.org.sg/surveys/abac_ease__of__doing_business_survey.htm 25/03/2009



Annex C
SURVEY ON PRIORITISATION OF REGULATORY REFORM FOR
IMPROVING THE BUSINESS ENVIRONMENT (PRIBE)

1. This objective of this survey is to identify priority areas of capacity building for
reform that is aimed specifically at improving the business environment within APEC.,
This is just one of the focus areas of the Regulatory Reform FotC. This survey is also
not meant to supersede the earlier survey sent out by the EC Chair to determine the

economies’ demand for capacity building efforts across the 5 LAISR themes.

Instructions:

2. Building on discussions arising from the Senior Officials Meeting 1, as well as
the joint Economic Committee and Investment Experts Group Seminar held on 16-17
Feb 2009, the format of this survey is built on the World Bank's Ease of Doing
Business index, though economies can also indicate priority areas beyond these
indicators.

3. The World Bank's Ease of Doing Business index consists of 10 areas listed
below, from (a) to (j). Please rank each area of Doing Business an a scale of 1-10,
with “1” being the area with the highest priority for APEC to implement reform and
capacity building efforts and "10” being the area with the Jowest priority.

Area of Doing Business * . [ 'Ranking | Area of Doing Business .~ ... | Ranking |
a. Starting a Business f. Protecting Investors

b. Dealing with Permiis g. Paying Taxes

c. Employing Workers h. Trading Across Borders

d. Registering Property i. Enforcing Confracts

e. Getting Credit j- Closing & Business

4. In each area of Doing Business, the World Bank has identified several sub-

indicators. These are listed below. For each area, please rank the sub-indicators that
your economy feels should have the highest priority for reforms and capacity building
efforts within APEC.

For instance, in "Starting a Business”, you could indicate that “Time required to
complete each procedure” should have the highest priority among the 4 sub-
indicators, and hence rank it as 1. Lowest pricrity would be either 3 or 4, depending
on the number of sub-indicators in that area.

Starting a Business
Number of procedures to legally start and operate a company
Time reguired to complete each procedure
Cost required to complete each procedure
Paid-in minimum capital
Any suggestions of how capacity building can be carried out?

Dealing with Permits
Number of procedures to legally buiid a facility
Time required to complete each procedure
Cost required o complete each procedure
Any suggestions of how capacity building can be carried out?




Employing Workers

Difficulty of hiring Rigidity of employment
Rigidity of hours Firing cost
Difficulty of firing

Any suggestions of how capacity building can be carried ocut?

Registering Property

Number of procedures to legally transfer title on immovable property
Time required to complete each procedure

Cost required to complete each procedure

Any suggestions of how capacity building can be carried out?

Getting Credit
Strength of legal rights
Depth of credit information
Public credit regisiry coverage (% of all adults)
Private credit bureau coverage (% of ail adults)

Any suggestions of how capacity building can be carried out?

Protecting Investors

Exdent of disclosure
Extent of director liability
Ease of shareholder suits

Any suggestions of how capacity buiiding can be carried out?

Paying Taxes

Number of tax payments for & company

Time required to comply with corporate income tax, value added tax, and
social security contributions

Total tax rate (% of profit)

Any suggestions of how capacity bullding can be carried out?

Trading Across Borders

Et Number of documents required to export & import
Time required o export & import
Cost required fo export & import

Any suggestions of how capacity building can be carried out?

Enforcing Contracts

Number of procedures to enforce a contract
Time required to complete each procedure
Cost required to complete each procedure

Any suggestions of how capacity building can be carried out?

Closing a Business

c-2



Cost required to recover debt
Recovety rate for creditors
Any suggestions of how capacity building can be carried out?

3 Time required to recover debt

5. Please indicate if there are any additional comments.

6. Please indicate If there are other priority areas in regulatory reforms aimed at
improving the domestic business environment that you feel strongly about, that are
not listed in the EoDB survey, but for which your economy feels regulatory reform will
result in improvements in the business environment of APEC {if any).

7. Please also share examples of useful regulatory reforms currently underway
{or had been carried out previously, or planned in the near future) from your economy
which are aimed at reducing the regulatory burden on business so as to improve the
domestic business environment (if any).

8. Finally, please indicate which member economy you are from, and provide a
point of contact from your member economy so that we can ask further clarification
questions if required:




Annex D

The Ease of Doing Business in APEC: The Impact of
Regulatory Reforms'

Executive Summary

The business environment plays a central role in promoting national
competitiveness which, in turn, underpins rapid and sustained economic
growth. By participating actively in the global economy, APEC economies
have benefited from trade, capital flows, and transfers of knowledge to hone
their competitiveness, promote employment and raise incomes. There is
great diversity among the economies of this group, but all of them have
undertaken significant regulatory reform to build stronger market institutions,
improve government services, and make it easier to do business in their
territories.

This study has three aims: (i) to measure the impact of formal regulations and
regulatory changes on aggregate economic outcomes; (i} to assess the
impact of regulatory enforcement across locations and firms; and (jii) to draw
lessons from eight economy case studies by evaluating those dimensions of
reforms that lie beyond narrowly defined quantitative indicators. While the
first two parts of this study mine information from World Bank databases,
chiefly the Doing Business indicators and Enterprise Surveys, the third draws
upon background reports by knowledgeable experts from the covered
economies. The case studies facilitate a discussion of the quality of reform,
supplementing the simple counts of reductions in the number of procedures
and the costs associated with them.

How does the formal regulatory environment affect aggregate economic_
outcomes? ‘

Using the Doing Business indicators, which benchmark ten areas of regulation
across time, the first finding is that the ranking of economies correlates well
with investment, business entry (a proxy for competition), and employment.?
Causality is difficult to establish, for several technical reasons. However, the
finding, for example, that the rate at which new firms are created is associated
positively with how quickly firms can be established in formal regulatory
environments provides a powerful rationale for some of the reforms we see in

! This study is a product of the World Bank, requested by the Ministry of Trade and industry of the
Republic of Singapore on behalf of the Economic Committee of APEC. The findings, interpretations,
and conclusions expressed in the study do not necessarily reflect the views of the Executive Directors of
the World Bank or the governmentis they represent.

% The ten areas covered are: starting a business; transferring property; dealing with consiruction
permits; accessing credit; employing workers, enforcing contracts; protecting investors; trading across
borders; paying taxes; and closing a business. The data counts the number of procedures and the time
and cosis of compliance, relying in inputs from a small number of professionals in each area. The
coverage now extends to 181 economies, with six years of data for most. See Doing Business 2008,
World Bank, Washington DC and www.doingbusiness.org




APEC economies. Business formation, global integration, and finance are
three areas where much of the regulatory effort has focused. There is also
some evidence fo suggest that reducing delays in the enforcement of
confracts can stimulate the growth of investment, while easier entry
regulations for firms and greater flexibility in recruitment and layoff rules
increase the privaie secltor's access to finance from formal financial
institutions.  Significantly, for many sets of “improvemenis” in regulatory
reform indicators—for example, expanding credit information—outcomes are
better in economies where overall governance (the control of corruption) is
better. A general observation about this part of the assessment is that
interactions among different regulatory clusters need to be taken into account,
and that there may be other unobserved characteristics that could account for
observed economic outcomes. The link between changes in cuicomes and
regulatory reform is complex, and needs fo be tested rigorously.

Do gaps between de jure and de facto regulations matter?

While Doing Business captures data on the formal regulatory requirements
faced by firms, the Enterprise Surveys provide detailed statistics on the actual
experiences of firms.® By combining the information from both sources, it is
possible to gauge the importance of enforcement and the broader governance
environment. Specifically, the analysis shows that consistency in
enforcement is very strongly associated with higher economic growth.
Similarly, although firms spend more time dealing with government officials in
economies where regulatory burdens are higher, regulations as well as
interactions with officials can be beneficial to growih when the rule of law is
stronger. This is also true of other measures of the condition of the business
environment, for example, access to finance. More procedures are not
always considered to be harmful.

However, there is great variation in enforcement across and within individual
economies and across different fypes of firms, which translates into sizeable
differences in the economic outcomes from regulatory reform. Regulations,
taxation, and governance are the most significant factors affecting firm
performance in middle income economies. For low income economies, the
availability of adequate and uninterrupted electricily supplies and access to
finance are the top reported constraints. MHigh income economies report much
lower levels of constraints overali, although the regulatory framework seems
to be the most binding.

Can we learn useful lessons from the in-depth case studies of regulatory
reform?

The two previous sections showed that both formal regulations and the
enforcement of those regulations determine the effectiveness of regulatory
reforms in achieving better economic resulis. Buf, analyses that are limited fo
guantifiable indicators may not tell the whole story. Gaps in the quantitative

¥ The data cover over 100 countgies, and are based on interviews with more than 70,000 entrepreneurs and
senior managers of firrns of varying size, sector of operation, and ownership. They include subjective and
objective measures of the business eavironment,




analysis of these two factors can he filled by case studies that describe the
political and institutional context in which they operate. Toward this end, the
study concludes with case studies of regulatory changes in eight APEC
economies.*

For low- and middle-income economies, the desire to improve national
compelitiveness in an increasingly integrated world is a prime motive for
initiating regutatory reforms. For economies in transition from gne system to
ancther— for example, China and Vietnam— national leaders have grasped
the need for root-and-branch regulatory change. However, in all the cases
studied, complementary reforms in other parts of the economy were important
in supporting successful regulatory change. For example, when policymakers
embed regulatory reform within broader reforms of public administration, they
increase the probability of success. At the same time, however, changing the
mindset of officials turns out to be the most difficult challenge of a public
administration reform, especially moving public agencies toward a service
crientation. Moreover, the alignment of incentives with goals requires
simultaneous action on several fronts, including information, education and
communication programs on top of changes in remuneration. The use of IT
has praven to be very effective in addressing governance issues, chiefly by
permitting the transparent and parallel processing of fransactions and
. reducing the scale of abusive bureaucratic intervention. Finally, extensive
and continual consuitation with all affected parties, backed up by a systematic
monitoring and evaluation mechanism, help make regulatory reforms
effective, yet flexible enough to cope with changing needs.

 The 2005 Company Law in China; Customs and Border-Related Reforms in Korea; Real Estate
Industry Reforms in Malaysia; Business Registration in Mexico; Secured Transactions in Peru; Credit
Reporting Systems in The Philippines; Tax Administration in Thailand; and Land Titling in Vietnam.
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The Ease of Doing Business in APEC: The Impact of Regulatory
Reforms

Preface

'This report was prepated by the World Bank at the request of the Ministry of Trade and Industry of
the Republic of Singapore on behalf of the Economic Committee of APEC. The principal authors
are Deepak Bhattasali, Mary C. Hallward-Driemeier, and Yue Li.

This report is in three parts. We have taken a number of approaches to address the issue of the
impact of regulatory reforms. Part I looks at cross-economy variation, sector variation within an
economy at a point in time, and aggregate variation withinn economies over time, using the Doing
Business indicators that are produced annual by the World Bank Group. Part IT uses firm-level data
from the World Bank’s detailed Enterptise Surveys, looking at issues of enforcement and
interactions of regulations with other dimensions of the business environment. Part III contains
eight in-depth case studies to examine the significant factors shaping individual reform efforts.

The case studies of regulatory reform in eight APEC economies are based on inputs provided by
experts on each of the economies. They include: Hongbin Cai (China), Junsok Yang (Korea),
Mahani Zainal Abidin, Izzatina Aziz, Steven Wong and Terence Too (Malaysia), Miriam Bruhn
(Mexico), Raha Shahidsaless (Peru), Marjo Elevado (Philippines), Cheanchom Tongjen and Kirida
Bhaopichitr (Thailand), and Vo Dang Hung (Vietnam).

We would like to thank Christopher Tan and Wet Yang Cheong of the Ministry of Trade and
Industry of the Republic of Singapore and participants in two meetings organized by the APEC
FEconomic Committee (in Peru and Singapore) for helpful comments on earlier versions of these
reports.







The Ease of Doing Business in APEC: The Impact of Regulatory
Reforms'’

Executive Summaty

The business environment plays a central role in promoting national competitiveness which, i turn,
underpins rapid and sustained economic growth. By participating actively in the global economy,
APEC economies have benefited from trade, capital flows, and transfers of knowledge to hone their
competitiveness, promote employment and raise incomes. There is great divessity among the
economies of this group, but all of them have undertaken significant regulatory reform to build
stronger market institutions, improve government segvices, and make it easier to do business in their
tetritories.

This study has theee aims: {f) to measure the impact of formal regulations and regulatory changes on
aggregate economic outcomes; (i) to assess the impact of regulatory enforcement across locations
and firms; and (i) to draw lessons from eight economy case studies by evaluating those dimensions
of reforms that lie beyond narrowly defined quantitative indicators. While the first two parts of this
study mine information from World Bank databases, chiefly the Doing Business indicators and
Enterprise Surveys, the third draws upon background reports by knowledgeable experts from the
covered economies. The case studies facilitate a discussion of the quality of reform, supplementing
the simple counts of reductions in the number of procedures and the costs associated with them.

How does the formal regulatory environment affect aggregate economic outcomes?

Using the Doing Business indicators, which benchmark ten areas of regulation across time, the first
finding is that the ranking of economies cosrelates well with investment, business entry (a proxy for
competition), and employment.” Causality is difficult to establish, for several technical reasons.
However, the finding, for example, that the rate at which new firms are created is associated
positively with how quickly firms can be established in formal regulatory environments provides a
powerful rationale for some of the reforms we see in APEC econornies. Business formation, global
integration, and finance are three areas where much of the regulatory effort has focused. There is
also some evidence to suggest that reducing delays in the enforcement of contracts can stimulate the
growth of investment, while easier entry regulations for firms and greater flexibility in recruitment
and layoff rules increase the private sector’s access to finance from formal financial institutions.
Significantly, for many sets of “improvements” in regulatory reform indicators-——for example,

1 This study is 2 product of the World Bank, requested by the Ministry of Trade and Industry of the Republic of
- Singapore on behalf of the Economic Committee of APEC. The findings, interpretations, and conclusions expressed in
the study do not necessarily reflect the views of the Executive Directors of the World Bank or the governments they
represent.

2 'The ten areas covered ate; starting 2 business; transferring property; dealing with construction permits; accessing
credit; employing workers; enforcing contracts; protecting investors; trading across borders; paying taxes; and closing 2
business. The data counts the numbez of procedures and the fime and costs of compliance, relying in inputs from a
small number of professionals in each area. The coverage now extends to 181 economices, with six years of data for
most. See Doing Business 2008, World Bank, Washington DC and www.doingbusiness.org




expanding credit mformation-—outcomes are better in economies whete overall governance (the
control of corruption) is better. A general observation about this part of the assessment is that
interactions among different regulatory clusters need to be taken into account, and that there may be
other unobserved characteristics that could account for observed economic outcomes. The link
between changes in outcomes and regulatory reform is complex, and needs to be tested rigorously.

Do gaps between de jure and de facto regulations matter?

While Doing Business captures data on the formal regulatory requirements faced by firms, the
Enterprise Sutveys provide detailed statistics on the actual experiences of firms.” By combining the
information from both sources, it is possible to gauge the importance of enforcement and the
broader governance environment. Specifically, the analysis shows that consistency in enforcement is
very strongly associated with higher economic growth. Similarly, although firms spend more time
dealing with government officials in economies where regulatory burdens are higher, regulations as
well as interactions with officials can be beneficial to growth when the rule of law is stronger. This
is also true of other measures of the condition of the business environment, for example, access to
finance. More procedures are not always considered to be harmful.

However, there is great variation in enforcement across and within individual economies and across
different types of firms, which translates into sizeable differences in the economic outcomes from
regulatory reform. Regulations, taxation, and governance are the most significant factors affecting
firm performance in middle income economies. For low income econonies, the availability of
adequate and uninterrupted electricity supplies and access to finance are the top reported
constraints. High income economies report much lower levels of constraints overall, although the
regulatory framework seems to be the most binding.

Can we learn useful lessons from the in-depth case studies of regulatory reform?

The two previous sections showed that both formal regulations and the enforcement of those
regulations determine the effectiveness of regulatory reforms in achieving better economic results.
But, analyses that are limited to quantifiable indicators may not tell the whole story. Gaps in the
quantitative analysis of these two factors can be filled by case studies that describe the political and
institutional context in which they operate. Toward this end, the study concludes with case studies
of regulatory changes in eight APEC economies.*

For low- and middle-income economies, the desire to improve national competitiveness in an
increasingly integrated world is a prime motive for initiating regulatory reforms. For econormies in
transition from one system to another— for example, China and Vietnam— national leaders have
grasped the need for root-and-branch regulatory change. However, in all the cases studied,
complementary reforms In other parts of the economy were important in supporting successful
regulatory change. For example, when policymakers embed regulatory reform within broader

¥ The data cover over 100 countries, and are based on interviews with more than 70,000 entrepreneurs and senior
managers of firms of varying size, sector of operation, and ownership, They inchide subjective and objective measures
of the business environment.

4 The 2005 Company Law in China; Customs and Border-Related Reforms in Korea; Real Estate Industry Reforms in
Malaysia; Business Registration in Mexico; Secured Transactions in Peru; Credit Reporting Systems in The Philippines;
Tax Administration in Thailand; and Land Titling in Vietaam.



reforms of public administration, they increase the probability of success. At the same time,
however, changing the mindset of officials turns out to be the most difficult challenge of a public
administration reform, especially moving public agencies toward a service orlentation. Moreover,
the alignment of incentives with goals requires simultaneous action on several fronts, including
information, education and comsmunication programs on top of changes in remuneration. The use
of IT has proven to be very effective in addressing governance issues, chiefly by permitting the
transparent and parallel processing of transactions and reducing the scale of abusive bureaucratic
intervention. Finally, extensive and continual consultation with all affected parties, backed up by a
systemnatic monitoring and evaluation mechanism, help make regulatory reforms effective, yet
flexible enough to cope with changing needs.







The Ease of Doing Business in APEC: The Impact of
Regulatory Reforms

Part I: Impact on Aggregate Economic Outcomes
Evidence from Doing Business Data’

Abstract:  This paper uses several approaches to examine the relationship between
measures of regulations and regulatory reforms with economic outcomes (growth,
investment, firm entry, unemployment). Doing Business indicators are analyzed across
economies at a point In time, across sectors within economies, and within economies over
time. The relationships between the Doing Business indicators and economic outcomes are
strongest looking at cross-economy correlations. Looking across sectors within an economy
also indicates that sectors more exposed to certain regulations are indeed affected by them
relatively more. Looking over time, those with weaker initial indicators have generally been
more likely to introduce reforms. There is some evidence that changes in indicators are
associated with higher rates of investment, firm entry and lower unemployment, particulatly
when allowing for variations across economies and over time. However, when applying the
more stringent test of looking at the effects of reforms within economies over time, the
relationship is no longer robust for most of the indicators. Allowing the impact to vary by
broader measures of institutional quality does provide additional insights, with the impact of
reforms being somewhat more significant in better-governed economies. A more stringent
test, the panel estimates, are hard to estimate precisely given the relatively short period
covered by the data, and will be worth reexamining as the data series expand.

" The findings, interpretations, and conclusions expressed in the study do not necessarily
reflect the views of the Executive Directors of the World Bank or the governments they
represent.
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Note: This paper is prepared for the discussion at a Brainstorming Sessicn on Structurai Reform for
Restoring the Growth
6 July, 2009

1. Background

APEC economies have been hit by the most severe financial crisis that they have ever experienced.
To address the challenges that APEC economies are facing, the Economic Committee (EC) held, in
February 2009, a round fable discussion exploring the implications of the global financial crisis on
structural reform (see Annex for the summary record of the round tabie). The round table discussion
raised some new important topics that need fo be addressed in promoting structural reform and in
pursuing a more balanced and sustainable growih. These topics include:

a) Priority reform areas for resuming growth such as research and development, innovation including
green fechnology, and entrepreneurship; investment in infrastructure; greater international
collaboration on transparency; and further deregulation to improve the business environment

b) Importance of social resilience initiatives including social safety nets, investing in human capital
and measures for increasing employability

¢) Focus on long-term issues such as environment and aging population to building the basis for
sustainable growth

d) Necessity for more domestically driven growth to increase resilience

Locking ahead, a number of the above topics that EC identified in the February round table are likely fo
be further discussed at the upcoming meetings of the APEC Ministers Responsible for Trade (MRT),
SOM2 and the SOM-SFOM Symposium. SOM Chair has indicated that a discussion on addressing the
crisis and preparing for recovery is on the draft agenda for the MRT with particular focuses on
“inclusive growth” and "sustainable growith”. The former implies a form of growth whose benefits are
shared more widely across society, while the latter is aimed at pursuing growth strafegies that produce
a lower carbon footprint. On “inclusive growth”, the SOM-SFOM Symposium and SOM2 will examine
the key elements of economic restructuring (e.g. industrial upgrading, worker retraining) and social
resilience (e.g. social safety nets, income supplements), with a view to initiating a capacity building
programme for sharing experiences.

Although these topics go beyond the current remit of EC, it wouid be worthwhile for EC to consider the
possibility of these areas being incorporated in some way into the post LAISR agenda beyond 2010.
While it may not necessarily be feasible for the EC to take a lead on these issues, the EC could play an
important role in helping to shape an APEC strategy towards addressing these new policy issues, as
well as provide an EC input on individual initiatives put forward by SOM.

While the importance of pursuing structural reform remains unchanged even in the midst of a global
financial crisis, it may be a good time for the EC to consider how it could streamline the existing
activities under the current five priority LAISR themes. We shouid also examine the key areas that
would form the focus of our activity in a post LAISR framework beyond 2010.

2. Issues for discussion

EC will hold a brainstorming session on structural reform for restoring the growth at £EC2 plenary on 23
July. The aim of this brainstorming session is to discuss the new challenges posed by the current
global financial crisis and to exchange views on the possible scope of the post LAISR agenda beyond
2010, including how we may accommodate some of the new policy areas outlined above.

More specifically, the main issues for discussion will include two sets of questions. One is on what
needs to be done (A) and the other is on how EC should identify and choose priority areas (B).

A. Global economic condition and its policy implication

a) Challenges posed to the prospect of growth in the region
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Besides the weaknesses in the financial sector, the current crisis has revealed the vulnerability of
APEC economies in many areas. In particular, the deterioration of labour market conditions indicated
- by higher unemployment-rates-poses-threats to most vulnerable groups including youth, women-and-
the elderly. Lack of sufficient social safety nets and effective tools to increase employability
exacerbates the damage on human capital, which could constrain the growth prospect in the
long-term.

Some APEC economies share a common economic structure which is characterised by heavy
dependence on exports of manufactured goods and close mutual connection through complex supply
chains. This economic structure appears to be vulnerable to a large shock to the world economy.
Shifting to a growth led more by domestic demand requires further reforms in domestic markets,
especially in the services sector, and a boost in consumption through a reduction in precautionary
savings that are generated by the insufficient coverage of social security.

To take a longer-time horizon, an ageing population and climate change will be the most significant
challenges for many APEC economies.

A study conducted by PECC® suggests that an aging population could reduce per capita growth and
damage the fiscal position in many APEC economies. This implies the need to ensure efficient
provision of social welfare services as well as strengthening the basis for growth to mitigate the decline
in the working age population.

In terms of sustainable growth, both developed and developing members of APEC will be urged fo
strengthen efforts to reduce carbon emissions over the next several decades. To avoid serious
damage to economic growth, the adoption of energy efficient technology and products will be one of
the most urgent tasks for many APEC economies.

Q1. What are the most serious consfraints on long-term growth of APEC economies?
Q2. How urgently do APEC economies need to address those challenges?
b} Expected role of APEC

Since APEC is a forum for facilitating economic growth, cooperation, trade and investment in the
Asia-Pacific region, APEC needs to tackle challenges that could pose a threat to its ultimate goals. The
most important and urgent task is to prevent the spread of scepticism about the benefit of globalisation
and to ensure that regional economic integration and structural reform allow us to enjoy those benefits.
In this regard, APEC should continue to strengthen the efforts for promoting long-term growth by
addressing constraints, while paying attention to the issues related to social resilience, which could be
a major threat to frade and growth.

As mentioned earlier, the issues related to “inclusive growth” and “sustainable growth™ are scheduled
to be discussed at the coming MRT, SOM2 and SOM-SFOM Symposium. On "inclusive growth”, SOM
Chair proposes to share experiences in the areas of soclal resilience and economic restructuring
through capacity building programmes. There might also be scope to address such issues via other
means, for example through a study on monitoring and reviewing the social development in the region.
On sustainable growth, SOM Chair proposes to discuss this issue in the context of avoiding trade
barriers related to environmental goods.

Q3. What needs to be done fo ensure that efforts to reap the benefits of globalisation through
economic integration and structural reform are not derailed amidst the increasing domestic
pressures that are likely to rise against it, especially if global economic growth continues to be
weak?

Q4. How could APFC addrass the issues relafed to long-term growth?

Q5. What would be the best approach towards building social resilience?

! “Aging and Economic Growth Potentials in the Pacific Region”, Structural project of Pacific
~ Economic Outlook, Pacific Economic Cooperation Council, 2007
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B. Implication for EC and the post-LAISR agenda
c) Role of striictiiral reforin in'the ¢ufrent conjuhcture

When the EC established the APEC Work Plan on LAISR towards 2010 (LAISR2010) in 2005, the
world economy was enjoying a boom and world frade was growing significantly. However, since the
onset of the global financial crisis, these positive developments have begun to reverse, posing a
number of new challenges to APEC economies. Although the importance of continuing structural
reform was reaffirmed by all the EC members at EC1 this year, the priority of certain reforms might
have shifted to those that address the problems incurred by the crisis.

Furthermore, as nearly four years have passed since the adoption of LAISR2010, progress has
already been made in various areas of reform. Notably, EC has published three editions of APEC
Economic Policy Report, which cover the benefits of structural reform in general, public sector
governance and competition policy, while a new edition focusing on reguiatory reform is in the pipeline.
EC has also conducted a wide range of meetings including an inaugural Ministerial Meeting on
Structural Reform, seminars, training courses, symposiums and round fables. In taking stock of all that
EC has achieved since 20085, and in light of the current globat situation, now is a good opportunity for
the £C to review, update, and adjust where required, the existing five LAISR themes.

d) Possible new priority areas for the post-LAISR agenda beyond 2010

Given the dramatic changes in the economic circumstances and the need to address new challenges
arising from the crisis, the scope of the post-LAISR agenda is likely to be broader than that of the
current LAISR framework.

e) The emphasis on behind-the-border structural reform issues

In the past EC devoted most of its time and work on economic outlook issues as well as
macroeconomic policies. In 2005, with the LAISR mandate given by Ministers, EC focussed its
attention on structural reform issues with a recognition that regional integration should be
accompanied by behind-the-border measures in addition to the at-the-border measures. Recently, EC
has staried o discuss, to a ceriain extent, across-the- boarder measures as well.

Assuming that EC continues to commit itself to pursuing structural reform, there may be several new
possible directions that EC could consider giving more attention to. One example would be more
emphasis on the interaction between structural reform and regional economic integration (REI). SCl is
an obvious exampie of where these two issues intersect, but there may be other issues with important
but less apparent interaction. Such issues may lead to the development of greater collaboration
between EC and other APEC committees and sub-fora. Involvement of experis from line ministries
would be also helpful in this regard.

Ancther possibly new direction for the EC would be a stronger focus on the economic effects of
structural reform. Although it is often difficult to quantify exactly the benefits of reform, more discussion
on the positive effects of reform, including the macro-economic impacts, would be helpful to maintain
and strengthen the momentumn for reform. In this regard, the PSU has proposed to carry out a study
that seeks to analyse the tangible benefits arising from structural reform. The World Bank's EoDB
study is also in line with this idea.

in considering the post-LAISR agenda and any new directions that it should take, it is also important
that we first assess the level of support among ecanomies for how the EC has progressed to date.

Q6. Is there broad support in your economy on what EC has been pursuing in the recent past?

Q7. How do you feel for EC attaching more importance on the interaction of regional integration and/or
economic impacts of reform?

(f) Uneven weights among the current 5 LAISR agenda



As we are just initiating a stock-take exercise of LAISR, it may be a little bit too early to conclude what
we have learned through LAISR. However, it has become increasingly apparent that the tntensaty of
-werk-load-has been-unevenly distributed-amang the five - LAISR themes: -

As is seen in the recent PRIBE initiative, Regulatory Reform issues are wide-ranging and they are
behind almost all structural issues. There are many regulatory issues related to regional integration.
SELI can also be wide-ranging but so far its focus has not much been discussed.

On the other hand, Corporate Governance and Public Sector Governance have both regulatory
aspects as well as non-reguiatory aspects. They have less direct linkages with regional economic
integration. As for Competition Policy, it has many important linkages with regulation.

Thus, there has been a concentration of activities in the area of Regulatory Reform. This imbalance
may need to be addressed in designing the post LAISR agenda. One option would be, as is currently
taken, to establish another group to deal with “hot issues” while leaving general issues to be addressed
in the Regulatory Reform FotC, but there may be other, possibly more drastic, solutions.

Q8. What are the possible ways fo rebalance the burden among the 5 FotC groups?
{q). Approach toward sector-specific issues

Ancther point that needs to be discussed would be how we should involve line ministries if we are to
deepen discussion in specific areas of regulatory reform or competition policy.

Although the current EC members have a good understanding of the importance of general reform
initiatives, they may not necessarily have particularly deep sector-specific knowledge. One obvious
option is to invite line ministry experts to EC, but they may not be willing to participate, especially if
there are other fora in which they discuss sector-specific regulatory issues (eg. the Competition Policy
and Law Group). We may have to specify our own perspective which is different from such fora.

Q9. How much and in what way should we go into sector-specific issues? What should be the
comparative advantage of EC in discussing sector-specific issues?

{h). Ways of selecting priority areas
In identifying the post-LAISR priority areas, there can be different approaches.

One would be based on surveys on demand or potential benefits. The recent PRIBE approach is a
typical example of this.

Another possibility is to set a guideline in view of the comparative advantage of APEC and to take up
priority areas in light of such a guideline. Taking account of the current global economic crisis, possible
examples for such a guideline would be the following!

i} reforms that would enable alf the people to enjoy the benefits of regional integration
iiy reforms that would make economies more resifient to shocks
iif) reforms that would fead to a growth more dependent on domestic demand

Of course, there may be others and there is some overlapping in the above three. So we may wish to
incorporate all of these elements into a set of guidelines.

Yet another approach would be to set priority areas on an ad-hoc basis, reflecting the interest of
member economies. Here, the implicit criterion would be how much economies find it useful to learn
from the experience of others.

Q10. Among the above three approaches, which seem most appealing? Should we rather take a
hybrid approach combining all of the three?

3. Proposed processes




it is proposed that a small steering group be set up within EC to further discuss a concept of a new
agenda for the EC and the possible scope of the post-LAISR framework. To follow up on the
discussion arising from thé round tabie, the stéering group will work intefsessionally on devéloping the
shape a concept of a new agenda.

For further developing the post-L AISR agenda and its roadmap, Japan will host a High-level Policy
Round Table around the summer of 2010. High-level participants from the governments including
ministerial or deputy level, academics and representatives of business will be invited to discuss the
possible elements of the post-LAISR agenda. Further details of the meeting will be announced at EC2,

4. Arrangements of the brainstorming session

As the brainstorming session is not aimed at producing decisive outcomes, lively discussion with
exchange of ideas ameng EC members is expected. EC Chair will make some introductory remarks
with an explanation on the process for considering the post-LAISR agenda. Following the EC Chair
remarks, any member is welcome to provide hisfher own ideas. Any early inputs to the EC Chalir office
on any of the above issues would be welcome. As for the proposal on the High-level Policy Round
Table, we would appreciate the submission of EC members' responses by 13 July so that we can help
facilitate discussion of this issue at SOM2.



Annex

-Summary-Record of the-Roundtable-discussion: ‘
“Implications of the Global Financial Crisis on Structural Reform”
February 2009, Singapore

EC Chalir outlined the key issues that would form the basis for the roundtable discussion (Document

2009/SOM1/EC/007), including how we should maintain and strengthen the structural reform initiatives
against the headwinds of the economic crisis, and how we can avoid the possible spread of
protectionism or moral hazard in implementing emergency policy measures.

The following economies made presentations during the roundtable discussion: Hong Kong China,
Chile, Chinese Taipel, Japan, Singapore, the United States, Australia, Indonesia, Mexico, Viet Nam,
Canada, Lead Shepherd of Human Resource Development Working Group (HRDWG), Representative
of ABAC and Manager of PSU. The preseniation made by Chinese Taipel drew on document
2009/SOMA/EC/031revi.

The key lessons from the presentations are as follows:

Concerns were expressed on the risks that emergency policy measures not only "at the border” but
also "behind the border” could contain protectionism implications. The importance of economies not
falling back in terms of market opening and frade and investment facilitation in the current crisis was
reemphasised as removing market impediments is greatly beneficial in the longer term to improving
overall efficiency, growth and development. In this regard, many stressed the need to reaffirm
Leaders’ commitment made in Lima in November 2008 to refrain from implementing new barriers fo
frade.

Despite concerns that the crisis could reverse momentum for structural reforms, many economies
have continued efforts to promote structural reform measures. Several economies reported that the
strategies to address the crisis taken by the economies were composed of both short term
measures aimed at expanding domestic demand and promoting employment and longer term
sfructural reform measures aimed at improving the business environment and increasing
productivity and competitiveness.

Encouraging views were expressed on the importance of taking advantage of the crisis to create
political consensus to pursue structural reform. It was stressed that a series of measures was
required to activate the domestic market, increase employment, increase the infegrity of the
financial system by strengthening regulation, and to increase the economy’s growth potential
through investing in human capital and creating more investor-friendly regulations. In this regard, it
was suggested that the EC might have a role in identifying priority structural reform measures that
would help in the recovery of financial and capital markets, and thus reduce the length and cost of
the crisis. One idea mentioned was reviewing insolvency and bankruptcy laws in a way that would
effectively address those companies that are no longer competitive.

Several economies mentioned their specific structural reform measures which had been
implemented as a part of the measure to address the crisis. Those key reform areas include: an
emphasis on research and development, innovation, and entrepreneurship; investment in
infrastructure, particularly those for increasing connectivity; more efficient legal framework; greater
international collaboration on transparency; the measures addressing environment and elderly
care; and further deregulation to improve the business environment. It was suggested by the PSU
manager that abolishing so-called “nuisance taxes”, which is a material red-tape administrative
burden on the corporate sector, could provide a long-term structural benefit without having a huge
impact on the economy's fiscal position.

Several economies stressed the necessity for more domestically driven growth, given the fact that
the export-oriented economies may suffer more from the current crisis. It was suggested that those
economies dependent heavily on export should expand domestic demand through targeted fiscal
expenditure and social security reforms, while structural reform measures may have a role to play
in each of the above areas. In this regard, it was stressed that structural reform efforts should
reflect the implications of macrogconomics.




Many economies stressed the need to pay more attention to human resource development. This
could prevent protectionism through a reduction in income disparities. It can also allow the
‘Economy to shilft thie tabour foree into promising industries. Increased employabitity could lead tu -
smaller precautionary savings. However, possible conflicts may arise when setting policy targets in
times of crisis. For example, tension could develop between increasing productivity and increasing
participation in the workforce. A number of economies recognised the importance of focusing on
social inclusiveness and bringing people back to employment.

The Lead Shepherd of the HRDWG discussed the importance of social safety nets in the current
crisis, and how the work of the HRDWG in this area might ease the burden on EC in terms of
promoting structural reform. HRDWG would shorily be submitting a project proposal for APEC
funding which had three objectives: (a) monitoring performance of social safety nets and related
interventions; (b) building HRDWG members own capability to assess the effectiveness of social
safety nels and related interventions; and (c) analysis of what is and is not working from these
interventions. HRDWG Lead Shepherd expressed interest in working closely with the EC as this
project progresses.

ABAC expressed its appreciation for the various measures taken by governments, as well as APEC,
to tackle the current crisis. ABAC also strongly supported structural reform, which it regarded as
important for sustaining economic growth. -

EC Chair, in summarising the roundtable discussion, was encouraged by the range of views that
had been expressed by members on how economies could take advantage of the current crisis to
promote structural reform initiatives. EC Chair concluded by leaving open the possibility of a
follow-up roundtable discussion on this topic at EC2.
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Introduction

The EC “Friends of the Chair” Group on Public Sector Governance has proposed that a
one hour Roundtable Discussion on /mproving Public Sector Govemarnice Quality:
Practice and Measurement be held during the 2009 EC2 plenary meeting. The aim of
the discussion is to provide a platform for economies to exchange practices and
experiences related to the measurement of public sector governance.

This Roundtable Discussion foliows from the Roundtable Discussion on Recent Public
Sector Changes and Principles of Good Public Sector Governance that was held at
EC1 2009. At EC1, economies shared information on recent public sector changes in
the region and reflected on the general principles of good public sector governance. At
EC2, this Roundtable Discussion will focus specifically on how economies measure the
performance of public sector governance.

Good public sector governance strengthens the national economic environment and
improves public service performance. |n the last iwo decades, developing principles
and indicators to evaluate public sector governance has evoived into a core issue for
international organizations and governments. Based on proposed guidelines and
general principles of good public governance, it is the goal of this roundtable discussion
to offer a forum for economies to share practices and experiences regarding the
measurement of public sector governance. Economies are invited to present how good
governance principles are applied to measure and improve the quality of public
governance performance.

APEC EC established the framework of good governance in the 2007 APEC Economic
Policy Report, and provided nine generalized high-level principles to economies,
including:

» Rule of law
« Transparency
«  Accountability
- Managing the performance of public sector agencies
+ Public sector ethics and probity
» Responsiveness of stakeholders
Political and bureaucratic structures
- Good policy and institutions
- Risk management

Besides APEC, the OECD, the United Nations and the World Bank have also engaged
in developing indicators and researching public sector governance in recent years. This
roundtable supports discussion and interaction among economies to understand how
those high-tevel principles of good public governance are put into practice and are
used to measure and to improve governance guality in various economic contexts.




Implications focusing on building an integral indicator of public governance or on
measuring a specific aspect of governance, such as fransparency, accountability,
integrity or responsiveness, are all welcomed in this discussion.

Format

We propose that one hour be allocated to the roundtable discussion during EC2, and
that the format of this discussion would be as follows:

Introduction by Chinese Taipei (5 minutes)

Presentations from economies (Canada, Japan, New Zealand, Chinese Taipei
and other economies on a voluntary basis, each for 5-10 minutes)

General discussion, framed around the above questions (15 minutes)
Wrap-up remarks by Chinese Taipei (8 minutes)

Discussion topics

To stimulate a focused and beneficial discussion, the FofC group requested economies
to consider and submit a response on a voluntary basis to the following questions

What innovative approaches, initiatives, instruments or tools have economies
recently implemented to measure good public governance (i.e. transparency,
integrity, accountability, or overall measurement)?

What motivates the use of these measurements?

What benefits or risks resulted from implementing these measurements of good
public governance?

What challenges did economies face in implementing these measurements?
What key essentials or lessons were learned from economies’ experiences?

Submissions from Canada, Japan, New Zealand and Chinese Taipei (in alphabetical
order) have been collected and synthesized as below to facilitate discussion.



Synthesis of Submissions

@ \What innovative approaches, initiatives, instruments or tools have economies
recently implemented to measure good public governance (i.e. transparency,
integrity, accountability, or overall measurement)?

The approaches to or measurements of good public governance vary in different
economies. Some economies have taken actions to decrease unnecessary
administrative burden, rules, regulations and directions, such as heavy paper work and
complicated and overlapping procedures. Measures of empowerment and deregulation
are also employed to eliminate barriers obstructing government efficiency.

end-September, 2009 and will be re\nsed in 2010 and 2011 accordmg to expert groups
review and opinions.

On the other hand, some economies regard measurement of good public
governance as the basic infrastructure for quality improvement of PSG and attempt to
develop some more quantitative methods. For example, Chinese Taipei has launched
the ‘Chinese Taipei Public Governance Indicator’ for measuring the performances of
public sector governance.

CTPGE conmsts of 7 mdlcators ' mcluding Rule of Law ._Governm@nt Eﬁ"c:ency,
Responsrveness Transparency, -Corruption .. Control, - Accountability .-and " Public
Pamc:patlon ‘Each md;cator contams 2105 sub dlmensmns to systematzcaliy eva!uate




Some econcmies provide the comprehensive framework to evaluate the
performance of PSG. New Zealand, for example, has launched a performance
improvement framework by The Treasury and State Services Commission (88C). The
framework is expected to drive improvement at the agency level as well as the sector
and system level,

® What motivates the use of these measurements?

In order fo respond to increasing citizens' demands and expectations of public
services, many economies launched initiatives to enhance the quality of FSG.
Economies aim to demonstrate the improvement in a clear-cut way to the public. The
imporiance of periodical evaluation of public sector performance is also mentioned,
which not only ensures the budgets are spent properly, but also sets the adequate
standard of performance that should be achieved.

® What benefits or risks resulted from implementing these measurements of good
public governance?

Benefits

Economies have mentioned that implementing performance management is
beneficial to respond to citizens’ expectations adequately, such as shortening waiting
time, simplifying and accelerating procedures and improving convenience. By regularly
publishing the results of a PSG quality review, government transparency could be
improved and public trust in government could be increased in the long run.

One of the most obvious improvements has been seen in governments’
expenditure management system. The use of meaningful evidence to assess



performance ensures alignment of programs and spending with government priorities,
effectiveness, efficiency and value for money.

.prOCQSS BT ; : :" SR ;
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v' Continuous documents reviews may lead to extra administrative workloads.

v Periodically published results of a PSG review could be used as political
ammunition and a more agile governmental response to communicate with
the civil society and to tackle the issues is required.

@ \What challenges did economies face in implementing these measurements?

Economies find that shifing public sector cuiture to achieve the reforms is a major
challenge. The primary obstacles to achieving government-wide reform are the scope
of the changes required, the complexity of the processes to be reformed and the need
for a fundamental shift in atfitude (culture shiff). It is also chalienging to create an
environment to facilitate the reform strategies. Economies frying to measure the quality
of PSG encounter further challenges when coliecting suitable and periodically
comparable data. Under these circumstances, establishing reliable indicators becomes
to a complex task.

The mam chatlenge of buﬁdmg CTPGI at ’[hts stage :s to select reliable: pramary data
suitable for time-series analysis. Although Chmese Taipei has gathered several relative
international indicators to construct the seven dimensions of public sector governance,
different releasing perlods and the change of releasing contents of these reference
indicators make :the task difficult. Researchers also.face exira challenges when
distlngmshmg the operational - definition of two | dtmensuons Responsiveness and
Government Efficiency. Further discussions are still requwed o av0|d overlap when

constructing indicators of these two dimensions.

& What key essentials or lessons were learned from economies’ experiences?

v" Monitoring the performance of public sector governance with a time-series
basis is essential for good governance. Although obvious improvements
towards public governance performance are not observed in the short-term,
efforts aiming to improve public sector performances should not be given up
easily.

v" Promoting the participation of academia and civil society may be a helpful
and innovative strategy to improve the quality of public sector governance.




Appendix 1: Economy Respoenses

Canada

1. What innovative approaches, initiatives, instruments or tools have economies
recently implemented fo measure good public governance (i.e. transparency,
integrity, accountability, or overall measurement)?

Budget Implementation

Implementing the Government's Economic Action Plan has provided the Treasury
Board Secretariat with an opportunity to promote and test its broader management
agenda focused on creating an enabling environment to help departments deliver
on prigrities quickly and effectively. The evolving management agenda affirms the
importance of balanced and risk-sensitive oversight and emphasizes a results-
focused, risk-sensitive and principles-based approach that moves away from a
more fraditional “command and control” style of management. As such, efforts have
been made to provide departments with increased authorities as the hasis of
greater autonomy and ownership over their various programs, and more discretion
as to how best deliver results for Canadians.

« TBS has recently introduced two mechanisms to streamline departmental
interactions with Treasury Board (TB) regarding budget-related items:

o similar requests for spending authorities are now bundled together in
abbreviated submission process (TB Aide-Memoire)

o departmental omnibus submissions aliow departments to introduce a
variety of authority requests under one cover

« TBS' Office of the Comptroller General (OCQ) is scrutinizing the internal audit
and risk-targeted delivery of advice by chief audit executives to senior
management in order to manage risks associated with expedited funding
processes.

« TBSis playing a lead role in the development of periodic reports to Parliament
on the implementation of Budget 2009 and has developed a reporting
framework to track the impiementation of budget initiatives, including the
development of standardized templates for tracking progress and performance
reporting, in consultation with Finance, PCO and key departments.

Spending on the Right Priorities

This key pillar of effective government aims to ensure that taxpayers' money
supports activities which reflect government priorities, is efficiently spent and
achieves results. Two initiatives in particular represent leading approaches in this
regard:

» Strategic Reviews. Launched in 2007, Strategic Reviews of existing spending
are a key element of the Government's expenditure management system and
ensure alignment of programs and spending with government priorities,
effectiveness, efficiency and vaiue for money. A key component of Strategic
Reviews includes the use of meaningful evidence to assess performance (i.e.,



use of performance measurement frameworks, evaluations, audits,
benchmarking, international comparisons)

Renewed Policy on Evaluation: In effect since April 1, 2009, this policy is part
of a wider effort to update, strengthen and refine the suite of TB policies
governing government operations. The new policy on evaluation uses a risk-
based approach to planning evaluation coverage of direct program spending
within federal depariments and agencies.

Management Performance in Support of Innovation

In 2008-09, TBS launched a government-wide action plan to quicken the pace of
change towards a management regime that is more conducive to innovation to
deliver better results for Canadians. Among the areas where work will continue
over the medium-term are:

Web of Rules Initiative. The government is scrutinizing the burden imposed on
departments and agencies by Treasury Board policies, directives, standards
and other internal rules and regulations. The web of rules is the tofality of these
prescriptive, overlapping, and opague rules and reporting requirements,
coupled with outdated and inefficient adminisirative processes and systems
within the government that stifle innovation and impair the ability of public
servants to deliver services to Canadians.

Addressing the web of rules requires both immediate action and long term
solutions to support the cultural shift necessary to eliminate the rules which
impede effectiveness and impose unnecessary checks, generating a risk-
averse environment and providing few incentives for innovation.

Immediate action is focused on: eliminating ineffective and unnecessary rules;
reducing the reporting burden; and, modernizing administrative processes and
systems. While measures that comprise this mulii-year initiative have enabled
the Government of Canada fo achieve some success by clearing away some
obstacles or barriers to more effective government, and disentangling the web
of rules, efforts in 2009-10 will be focused on moving forward to support and
encourage more innovative government.

Reforming Grants and Contributions (Gs & Cs). A comprehensive Action
Plan has been developed to bring management excelience to the administration
of grants and contribution delivery across government, ensuring that the
government delivers these programs in a fair, cost-effective and efficient
manner. Federal grant and contribution programs support the work of
thousands of community non-profit organizations across the country that serve
the needs of communities in ways that are more efficient and more effective
than governments operating through direct programming

The Action Plan is now in its second year of implementation. A Centre of
Expertise at TBS provides overall stewardship to this reform and whole-of-
government leadership.
~  Six Departments have pioneered a number of improvements and fools,
and together have made a significant contribution to advancing the




reform initiative. This progress is now being shared in order to expand
the impact of change across more Departments.

- Implementation of the Action Plan will result in fundamental changes to
the way all federal departments understand, design, manage and
account for their Gs and Cs programs. The key vehicle for change is
the implementation of risk management principles for all aspects of
Grants and Contributions management,

Management Accountability Framework {MAF). After five years of
application, an independent evaluation was recently undertaken to examine
MAF as a management performance assessment tool, its methodology and
administrative practices {reducing reporting burden and streamiining
administration), and the benefits of MAF relative to costs. Implementation of
the Evaluation Report's recommendations will start in 2009, and will focus on:

- Implementing a risk/priority-based approach;

- Strengthening the assessment methodologies to incorporate
overarching principles for assessing managerial performance;

- Strengthening governance to involve client departments in bringing in
changes to the MAF process and strengthening collaboration in using
the MAF resuits to drive departmental and government-wide
improvements;

- Improving engagement and communications with stakeholders; and,

— Formalizing a role within TBS fo oversee the assessment methodologies
and the management of horizontal issues and action plans.

Risk Management. The goal is to achieve an appropriate balance across
government between risk, innovation and control, in order to improve decision-
making and results, optimize the allocation of resources, and increase flexibility
and innovation. TBS is strengthening risk management across the government
in two ways: first, by adopting risk-based approaches to TBS activities, and
second, by acting as an enabler of effective risk management within other
federal organizations, generating a broad policy framework to lay out core
principles in this regard, and establishing a centre of excellence in risk
management.

Government-wide Medium-term Planning (MTP)

In February 2009, the Clerk launched an integrated MTP process to position the
federal government for the post-recession environment (2010 and onwards). In
support of this work, the government is launching discussions, consultations and
other activities related to the future role of government, including its institutional
relevance and alternative governance models. This process will examine a variety
of drivers and dynamics, engage senior management across government and
leverage international expertise in the development of a medium-term agenda for
Canada.

o In addition to highlighting some key external and internal trends that are
driving the need for change in public sector management, and the
opportunities and chalienges that this has created, it is expected that this
work will lead to the development of some possibie future directions to
broaden and deepen the current management agenda in order to respond
to these trends.



What motivated the use of these measurements?

Public sector reform efforts, in Canada and abroad, reflect the importance of
responsive, flexible and more innovative government to address significant public
policy challenges. A variety of economic, demographic and technological
pressures are combining to focus increased attention on the enabling role of
government management reforms and approaches fo finding solutions.

in terms of the recent innovative approaches {o implementing the Government’s
Economic Action Plan an accelerated approach was adopted to ensure the fimely
movement of funds to departments for spending on economic stimulus measures.

The Third Report of the Prime Minister's Advisory Committee on the Public Service
(February 2009) and the Sixteenth Annual Report from the Clerk to the Prime
Minister on the Public Service of Canada both recommended strengthening federal
risk management capacity and adopting a government-wide principles-based
approach to risk management. These reports have bolstered initial efforts to
improve federal risk management.

The reform of Gs and Cs management processes has been called for by the
Auditor General (2006), federal departments, and their recipient groups for some
time. The government appointed a Blue Ribbon Panel in June 2006 to review
policies and practices related to Gs and Cs and identify opportunities for
improvement. Key conclusions were that fundamental change in the way the
federal government manages its Gs and Cs programs was required; that not only
was it possible to simplify administration while strengthening accountability, but that
it was absolutely necessary to do the first in order fo ensure the latter and that
making the necessary changes to an area of government as vast and complex as
Gs and Cs would require sustained leadership at the political and senior public
service levels. The Auditor General had also echoed concerns regarding the need
to reduce administrative burden, by applying sensible risk management to the rules
surrounding how we monitor and report on Gs and Cs.

Refining MAF provides an opportunity, after five years of successful application, to
reflect evolving performance expectations and standards critical in shifting the risk
avoidance culiure to one of risk management and innovation.

The recently launched MTP exercise recognizes that it is critical to highlight the
significant role that the management agenda plays in creating an environment in
government that directly or indirectly stimulates, enables or constrains capacity to
support economic growth.

What benefits or risks resulted from implementing these measurements of
good public governance?

Budget Implementation: the unprecedented efforts to accelerate the investments
contained in the Economic Action Plan are now paying dividends, with 80% of this
fiscal year's (2009-2010) initiatives aiready being implemented. Furthermore,
Canada continues to be in the strongest financial position of any G-7 country. The
development of these expedited processes has also provided an opportunity to
further test or develop the government's management capacity to engage in
intelligent risk-taking.

Strategic Reviews: The two previous rounds of Strategic Reviews, covering 38
federal organizations and approximately 45% of direct program spending, identified
aggregate ongoing savings and reallocations of almost $1 billion. Strategic




Reviews are a key element of the Government’s expenditure management system
and feed into the Budget planning process.

MAF: is now being used to gauge management performance in all departments
and agencies. Organizations are demonstrating year-over-year improvements in
their management capacity and performance with favourable progress achieved in
management priority areas. MAF allows the government to identify organizations as
having high- and low- levels of management performance, helping generate a
management agenda more attuned and responsive to different needs and
capacities.

Gs and Cs: Implementation of government reforms will resuit in fundamental
changes to the way all federal departments understand, design, manage and
account for their Gs and Cs programs. From the recipient point of view, this will
enable a shift in focus from unnecessary reporting burden, to a greater emphasis
on service 1o clients and achieving results. The key vehicle for change is the
implementation of risk management principles for all aspects of Grants and
Contributions management.

MTP: The focus on public sector governance in the context of government-wide
medium-term planning recognizes that developing sophisticated and
comprehensive approaches to Canada’s public policy challenges over the medium
term will all fall short of their intended aim without the foundation of an effective
management regime. |t is widely accepted that sound public sector management is
essential to a well-managed and innovative public service and to the success of
efforts on all policy fronts.

What challenges did economies face in implementing these measurements?

Meeting the expectations of Canadians and sustaining an increased level of
government intervention will be a challenge due to rising costs, increasing
demands and diminishing capacity resulting from pressures to reduce debt in the
face of a diminished tax base and demographic pressures.

Risk management; There are significant challenges to fully implementing risk
management in government, as it presents a different way of doing business, both
within TBS and in other federal organizations. A risk-smart cuiture requires a shift
from rules and risk avoidance to flexibility, innovation, risk tolerance and risk
mitigation. This shift needs to occur at many levels: the public service, the political
level and the public.

Gs and Cs: The primary obstacles to achieving government-wide reform are the
scope of the changes required, the compiexity of the processes to be reformed and
the need for a fundamental shift in atfitude (culture shift) from risk aversion to risk
management. Sustained leadership is being provided by the Deputies Committee
to overcome these barriers.
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New Zealand

While, New Zealand is supportive of good governance and enhancing governance, we
have not established any specific measures of our governance framework. As a result,
our response will talk about our approach to supporting performance in the public
sector.

Recent changes to the accountability documents

in a past response to APEC Economic Committee in February 2009, we discussed that
we had restructured the accountability documents to provide for clearer specification of
what was being purchased, and much more focus on reporting to Select Committees on
both agency and sector performance.

We have yet to produce our first set of annual reports based on the new specification, so
we are only part way through the implementation process. The focus for annual reports
is on telling a performance story building off the improved ex ante specification in the
Statement of Intent and Information Supporting the Estimates.

The most recent work on improving governance and the accountability document has
been focused on training people in good performance measurement. This training has
reinforced how to specify outcomes, impacts and ouiputs and how outcomes, impacts
and outputs together tell a performance story.

With the current economic environment, Ministers continue to focus on the government's
fiscal situation in New Zealand. The need for efficient and effective spending means that
performance information is increasingly important for decision making.

What innovative approaches, initiatives, instruments or tools have economies
recently implemented to measure good public governance (i.e. fransparency,
integrity, accountability, or overall measurement)?

" The New Zealand Government has not implemented any new approaches to
measuring public governance. The New Zealand government is focused on ensuring
that the systems and processes in place are used to support performance.

A change of government has meant less progress on improving cutput measures and
more focus on ensuring that the public sector is aligned to the priorities of Ministers and
producing the right outputs. The current government has had an exchange of letters
between the Prime Minister and Ministers to agree on the priorities for each Minister.
These priorities have then been reflected in the accountability documents. The New
Zealand accountability documents (presented to Parliament with the budget) detail the
links between the appropriations and the government’s priorities.

To respond to the economic crisis, the Minister of Finance has engaged directly with
chief executives and asked them to undertake a fine by line review of their expenditure
forecasts to identify savings. This has involved identifying those programmes that are
inconsistent with or not effective in achieving the government’s priorities.

The Treasury and State Services Commission (SSC) are working this year to pilot and
refine the performance improvement framework. The performance improvement
framework is an initiative to drive performance improvement across the state sector. The

11



framework is expected to drive improvement at the agency level as well as the sector
and system level. The framework consists of:

+ A comprehensive model for performance improvement at an agency, sector and
system level interlinking management practices and results, including indicators
of good management practices

» A cycle of formal performance assessments that assesses performance,
identifies priority areas for action, and ensures that these are implemented to
drive improvement

« An improved central agency approach to assessing, supporting, informing and
focussing performance across the State Services

s An analytical tool that will identify strengths and weaknesses in individual
agencies; sectors; and ultimately at a system level, and drive initiatives for
improvement

We are also picking up ideas from our indigenous popuiation’s approach to
stewardship. For example they take a very long view of stewardship that is seen in the
way they hold assets for the long term and seek to manage them for the long term.
The Treasury has been working on a capital asset management approach for capital
intensive departments, that takes a longer term view of capital requirements and
expenditure than our traditional four year budget focus.

Staff turnover in agencies continues to be an issue as people working on accountability
documents leave the public service, move to other agencies or other areas within
agencies. The high staff turnover limits the amount of knowledge and skills in good
quality specification available to achieve a step change in the accountability documents
across government.

The Treasury, SSC and the Office of the Auditor-General {OAG) are working together to
develop long term indicators of improvement in quality performance information. This
work is not yet complete. The aim is to be able to measure whether the quality and
level of performance disclosure is increasing over time. The Treasury, 8SC and OAG
plan to develop indicators based on the significant areas of expenditure and to
measure the information in the existing accountability documents. The objective is to
create an indicator or indicators that test whether the work undertaken by the Treasury,
SSC and OAG support departmental and Ministerial decision making through
enhanced transparency in government,

Benefits

The benefits we expect from understanding the level of disclosure that we have in
accountability documents are:

« Understanding what impact the work of SSC, Treasury and OAG is having on
performance reporting, and whether we need to change what we are doing

+« Whether the level of performance information reporting is improving over time

Risks

The risks to the work to improve performance information and transparency are:

« Continued high turnover of staff working on the accountabilily documents

12



Accountability documents are viewed as compliance documenis and are not
seen as useful by depariments and Crown entities

That there is a focus on the negative aspecis of performance, reported out of
context from overall performance
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Chinese Taipei

® ‘What innovafive approaches, initiatives, instruments or fools have economies
recently implemented to measure good public governance (i.e. transparency,
integrity, accountability, or overall measurement)?

Building a series of reliable indicators to monitor the integral government
performance is essential to the accomplishment of good governance. To pursue this
objective, Chinese Taipei has endeavored to establish ‘Chinese Taipei Public
Governance Indicator (CTPGI), an innovative holistic evaluation tool, to trace the
governance quality of public sector in several key dimensions annually. The Research,
Development and Evaluation Commission (RDEC) of Chinese Taipei is leading the
innovation and commissioned National Taiwan University (NTU) to initiate Taiwan
Fublic Governance Research Cenier (TPGRC) in 2008 to facilitate academic and
practical discussion on CTPGI.

CTPG! incorporates 7 key dimensions of public sector governance (PSG)
proposed by APEC, the OECD and the World Bank. it aims to illustrate the quality of
PSG via synthesizing the subjective and objective data. More details are described
below.

The content of CTPGI

To monitor the holistic performance of PSG, CTPGI consists of 7 indicators,
including Rule of Law, Govemment Efficiency, Responsiveness, Transparency,
Corruption Control, Accountability and Public Participation. Each indicator contains 2
to 5 sub-dimensions to systematically evaluate the quality of PSG of Chinese Taipei.
(See Chart 1)

Data Source and Analysis

CTPGI uses a meta-analysis approach to synthesize data collected from expert
opinions, international organizations, domestic statistics, and research reports. The
evaluation of each dimension relies on both subjective and objective data. The source
of subjective data comes from the questionnaire survey answered by the
representatives of an evaluation committee from the academia, enterprises and
government. The survey topics are selected by the TPGRC and the questionnaires are
created with reference fo national and international research. Before distribution, the
questionnaires are tested by experts to ensure their reliability and validity, Each year,
experts from enterprises, government and academia are invited, on the basis of their
professional positions, {o participate in an expert panel and fo give their assessments
of Chinese Taipei's achievements in public governance.

The obiective data is principally gathered from the statistical figures released by
the national government and international organisations. For example, data from World
Bank, OECD and International Institution for Management Development (IMD) are the
main references.

To sum up, CTPGI is an innovative approach that has been used to measure
Chinese Taipei's performance of public governance. As a creative tool of governance
evaluation, CTPGI intends to become the important reference for Chinese Taipei.
While the initiative of CTPGI is in its beginning stage, the consentaneous structure of
objective data source still requires elaborated discussions among the academia,
enterprises, public sector, and the civil society.
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Chart1

® ‘What motivates the use of these measuremenis?

Good governance in the public sector is the cornerstone of economy growth,
national competitiveness, and democracy development. Chinese Taipei recognizes the
importance of PSG and urges to develop practical measurements of PSG for following
reasons.

1. To create a comprehensive measurement of PSG and shed lights on strategic
administrative reform

Monitoring government performance has long been an important issue and has
interested numerous researchers in Chinese Taipei. However, past research and
evaluations merely focus on one or few specific dimensions of government
performance instead of concentrating on a more holistic review of the quality of PSG.
Chinese Taipei is aware that the comprehensive measurement of the quality of PSG is
the foundation of improvement. Considering performance of each key dimension of
PSG simultaneously can generate a cross-cutting insight of strategic administrative
reform beyond departmental boundaries. Therefore, Chinese Taipei prioritizes the task
of the establishment of CTPGI and devotes fo create a measuring method of the quality
of PSG.
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2. To set a baseline and time-series analysis of the performance of PSG

Periodical comparison of the performance of PSG can guide efforts of
advancement accordingly and provide more robust evidence to formulate strategic
administrative reform. However, due to high complexity and vast resources required, a
robust time-series analysis of the performance of PSG remains absent. Chinese Taipei
recognizes the government must play an important role to facilitate the establishment
of long term measurement of PSG. Research independence is also essential to avoid
political bias and ensure the trustworthiness of the measurement. As a result, RDEC
commissioned NTU to initiate the independent research center, TPGRC, to integrate
perspectives of the measurement of PSG.

® \What benefits or risks resulted from implementing these measurements of good
public governance?

Due to increased complications of social problems and higher public expectations
for government accountability, the public sector faces the new challenges of
responding to and safisfying citizens’ expectations. Chinese Taipei believes that
independent CTPGI Research Annual Report plays an important role in responding to
the civil society by publishing the governance performance of the public sector. The
results of periodical measurement not only identify improvements and deteriorations in
the key dimensions of governance, but also provide rooms for rational discussion over
holistic government performance. These discussions could deepen democracy and
contribute to strategic actions to improve international competitiveness of Chinese
Taipei.

Although regular publishing of the results of CTPGI could increase government
fransparency, public trust in government may not necessary improve accordingly in
short term as we expect. One of the risks needs to face is that dissatisfying results of
the measurement could be used as political ammunition and a more agile
governmental response to communicate with the civil society and to tackie the issues is
required.

& What challenges did economies face in implementing these measurements?

The main challenge of building CTPGI at this stage is to select reliable primary
data suitable for time-series analysis. Although Chinese Taipei has gathered several
relative international indicators to construct the seven dimensions of PSG, different
releasing periods and the change of releasing contents of these reference indicators
make the task difficult. Researchers of TPGRC also face extra challenge when
distinguishing the operational definition of two dimensions: Responsiveness and
Government Efficiency. Further discussions are still required to avoid overlap when
constructing indicators of these two dimensions.

The establishment of CTPGI is only the first step to carry out good governance. In
the long run, the real challenge lies in the employment of TGPI results to improve the
quality of PSG. While increasing governance performance involves cross-departmental
efforts, successful strategic reform used to improve the quality of PSG demands high
coliaboration and intense communication across departments. It is still a long road of
transforming measurement results into responding measures to improve the quality of
PSG.
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@ What key essentials or lessons were learned from economies’ experiences?

Measuring the quality of PSG is the starting point of strategic improvement. We
must know how the government performs in order to propose improvement targets and
plans. Although Chinese Taipei has found that there are plenty challenges needed fo
be tackled, the establishment of CTRGI is foo important to give up.

As reviewing the research process to date, we suggest that government support
and participation of the academia and civil sociely are both essential to make a
trustworthy time-series analysis possible. Although the government has the resources
and bears the accountability to carry out such complex and long term measurement,
cooperation with the academia and civic participation can help bring innovative strength
into the public sector to build measurement of the quality of PSG. The initiative of
TPGRC has simulated rich discussion among the government, the academia and civil
society as a good start. As the research of CTPGI is still in its early stage, we expect to
have more exchange of indicator construction of PSG with other economies to advance
the research results.
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Round Table Discussion
Improving Public Sector Governance Quality
- Practice and Management -

1. What innovative approaches, initiatives, instruments or tools have economies
recently implemented fo meastire good public governance (i.e. fransparency,
integrity, accountability, or overall measurement)?

+ {n "Basic Policy 2008 for Economic and Fiscal Reform” (Cabinet
Decision, 23 June, 2008), the promotion of “Reform of Quality ”
is initiated in addition to “Reform of Quantity” towards “Simple
and Warm Government” as a task of the administrative reform

+ Quiline of "Reform of Quality” in the Government of Japan

< Aim of the Reform>>
1} Improving productivity of administrative services
2) Enhancing “Customer Satisfaction” to meet public expectations
—Promotion of “Business Process Re-engineering”(BPR)




< Process of the Reform>
1) Choosing areas of BPR for each ministry

{e.qg.: counter service, subsidy provision, permit procedure
application and issuance of licences... )

2y Figuring out needs of/fassessment by the public
— seiting a target goal is necessary as an indicator of
improvement

3) Reviewing and optimising operational processes so as to
meet the target goal

— utilising methods used in private sectors, and taking
advice from private sectors where applicable

4y The BPR Plan of each ministry for 2009 will be decided by
late-September

-+ gach ministry will decide BPR plan for 2010 and 2011
by the end of previous years.

2. What motivates the use of these measurements?
+ The target goal is set to facilitate the public understanding of the
achievement of BPR.

3. What benefits or risks resulfed from implementing these measurementis of good
public governance?

+ Shortening waiting time, simplifying/speeding up procedures, and
improving convenience are expected, though depending on areas of BPR.

4. What challenges economies face in implementing these measurements?

+ Creating an environment which facilitates BPR is required.

{e.g.: Prime Minister's Award, encouraging boftom-up suggestions,
and collaboration with those in charge of personnel/policy
evaluation system)

5. What key essentials or lessons were learned from economies’ experiences?

+ This exercise has just started, and the outcome will be reviewed at
the end of this year. Then the BPR Plan will be revised accordingly.
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Strong Political Support

= Since the new administration took office in May 2008,
“deregulation” has been a key policy priority for
revitalizing the economy. The Premier has instructed
ministries to:

@ pursue rigorous dereguiation.

= first “loosen” a “control” mentality, then review
regulations with a more relaxed perspective instead.

@invite reform proposals from top down, bottom up
and via all other channels.

#~make regulatory reform the vehicle for improving
the quality and efficiency of public governance.

@*conduct systematic review of regulation to avoid the

reemergence of redundant regulation over time,
after a particular area is deregulated.




Defining Reform Policy

Deregulation and Rebuilding
] l

In July 2008, the Cabinet announced “deregulation and
rebuilding” as the main theme of medium-term policy.
The goal is to increase competitiveness through
deregulation and tax reform, investment and infrastructure
building, and clean and efficient governance.

Target Areas for Reform

Entry barriers to Flows of capital
the service and human
industry resources

N

Reform Policy

Regulation of
business
operation

Cross-industry
business
operation




Mechanism for Implementing Administrative Simplification

Sources of
Suggestions
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Overcoming Barriers to Administrative Simplication

The case of abolishing the minimum capital requirement
for starting a business

Background

® The World Bank Doing Business Indicators have been
used as a gauge for the wellness of the regulatory
framework.

B “Starting a Business” was singled out as a focal area.

B Abolition of the “minimum capital requirement” in the
Company Act was identified as a key to improving the
business environment.

M The CEPD, as the coordinator for Doing Business reform,
proposed to the competent authority, the Ministry of
Economic Affairs (MOEA), that the minimum capital
requirement be abolished. &




Overcoming Barriers to Administrative Simplication

Barriers to the Reform

EmResistance to change

The MOEA

1) worried that without the minimum capital requirement for
company incorporation, it would encourage criminal
activities such as using a company as a tool to commit
fraud or cheating;

2) argued that the CEPD’s proposal was inconsistent with the
domestic legal system, i.e., the civil law system.

Overcoming Barriers to Administrative Simplication

Barriers to the Reform

m Conflicting interests

Despite business groups’ welcome for the proposal,
accountants opposed the change because of their interest in
the existing requirement, in the Company Act, to obtain an
audit certificate from an independent CPA as a prerequisite
for setting up a new company.

w Lack of information and supporting data

The CEPD’s original proposal was based solely on the World
Bank’s survey resuli, without other references or discussion
of such matters as cost and benefit analysis.




Overcoming Barriers to Administrative Simplication

Steps taken to
overcome barriers

mResearch and analysis

% The CEPD presented a comparative study on different
countries, which highlighted how Japan, though also a
civil law-based economy, abolished the minimum capital
requirement in 2005.

% The MOEA was willing to re-evaluate the reform proposal
after further analyzing the cost and benefit.

Overcoming Barriers to Administrative Simplication

Steps taken to
overcome barriers

rintensive consultations with stakeholders

% The CEPD’s vice chairman visited the MOEA to explain
the rationale of the reform proposal and try to win the
ministry's support for it.

U The MOEA invited CPA associations, business groups,
lawyers and corporate law specialists to discuss the
reform proposal.

U The MOEA and the CEPD met with representatives from 4
major CPA associations to stress the need for reform of
the minimum capital requirement. 0




Overcoming Barriers to Administrative Simplication

Steps taken to
overcome barriers

sPowerful support

% The panel of ministers without portfolio passed a
resolution that instructed the MOEA to draft a revision of
the Company Act to delete the minimum capital
requirement. '

% On April 14, 2009, the legislature passed the amendment
to abolish the minimum capital requirement.

i

Sustaining the Momentum

@ The recent administrative simplification was started with a
manageable scope in “economic regulations.” The reform is
being extended to non-economic issues, with an emphasis
on reducing bureaucratic procedures across the board.

@A website has been created to enhance public participation
in administrative reform. A visitor can make deregulatory
suggestions, read reform proposals made by others along
with the relevant government response, and check the
progress of regulatory changes.

#"The mechanism for implementing administrative
deregulation remains at work to sustain the reform
momentum.

Thank you | 1




