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As the Lee Myung-bak administration was
inaugurated amid public expectation for
economic recovery in 2008, it put its priority on
regulatory reform from the initial period in state affairs
and has been comprehensively pursuing the goal.

Introduction
Regulatory Reform of
the Lee Myung-bak
Administration
As the Lee Myung-bak administration was
inaugurated amid public expectations for
economic recovery in 2008, it placed the top
priority of state affairs on regulatory reform
from the start and continued to comprehensively
pursue that goal.

005

Into the Life of the People, into the Front of Businesses

Beyond the Crisis

Into the Life of the People,
Into the Front of Businesses

Regulatory Reform Philosophy of the Lee Myung-bak Administration

“When I visited the Daebul Industrial Complex in Mokpo during the campaigning for the 17th
presidential election, I heard complaints from representatives of the businesses there calling for
removal of an utility pole, which was allegedly hampering transportation of materials. They said they
had repeatedly called on related authorities to get rid of the pole, but they found a few months later that
it was of no avail, and I believe there remain no change.”
All the people may remember President-elect Lee Myung-bak’s comment, made while attending the
first meeting of the presidential transition committee on Jan. 18, which stirred up the entire nation 2008.
Media outlets began to raise the issue of the “bureaucratic red-tape”, prompting the related officials to
embark on removing the utility pole on Jan. 20 and moving another one inside the sidewalk.
Later, the poles earned both the reputation as the symbol of Lee Myung-bak-style regulatory reform and
the nickname of an example of such a “bureaucratic red-tape” by public officials. This also became the
starting point of the Lee Myung-bak administration’s bold regulatory reform under the motto of “business
friendly.”

Regulatory reform as the top agenda of state affairs
Regulatory Reform is a process of coordinating various interests. It is difficult for the government to press ahead with regulatory
reform of key policies without the strong belief that such policies may cause conflicts among various interest groups.
Recognizing that regulatory reform is the most effective way of improving business environment and expanding the
growth potential without requiring extra costs, the Lee Myung-bak administration put regulatory reform as one of the
top presidential agendas and set up a strong government organization for regulatory reform, the Presidential Council on
National Competitiveness(PCNC), based on a firm commitment toward that end from the start. President Lee has presided
over all the meetings of the PCNC and drove the implementation and outcomes of regulatory reform tasks. Thanks to such
efforts, the administration proactively managed to deal with major tasks that had remained unresolved from the previous
administrations, including regulations of land use on the Seoul Metropolitan area, industrial complexes, and the use of
national land.
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Putting priority on pragmatism and economy rather than politics and ideology
The administration boldly removed unnecessary regulations which had remained immune from regulatory reform mainly
in the areas of business, finance and land use. To this end, the administration proposed changing its way of thinking to the
effect that “the regulatory issues of the Seoul Metropolitan area could be resolved through discussions in the perspective
of national development,” and relaxed the regulations on the setup of factories in the capital area extensively. The
administration also carried out dramatic measures to raise the competitiveness of the financial industry, which had lagged
behind other industries given the size of the nation’s economy, as it eased the regulations on the separation of financial
and industrial capitals, including a cap manufacturing companies’ owning bank shares. It also made a great contribution to
coping with the global financial crisis by initiating the Temporary Regulatory Relief(TRR) program, a counter device to the
Regulatory Sunset System.
Revamping of the existing regulations in conformity of global standards is also a key regulatory reform task. It aimed at keeping
various regulations in conformity of global standards so that Korean companies can compete with world-class enterprise in the
global market as well as foreign companies can do business in Korea without inconveniences. In line with this, it engaged in
on-site research, examination of foreign cases to reflect the best practices into the regulatory reform package.
Pursuing policies in the interests of people and businesses and exploring solutions from the field
In order to carry out regulatory reform in the field in a vivid fashion, the administration consistently checked the sites so
that solutions of the difficulties can be systematically connected to regulatory reform tasks. In particular, in 2009, the
Ombudsman for SMEs was established to regularize online and off-line communication channels through which difficulties
of SMEs are transferred.
Regulatory reform exploring from the field began in earnest. In line with the onsite regulatory reform, 'small but meaningful'
regulatory reform were made. For example, small-size freight cars’ parking and stopping in downtown areas was allowed,
and gas stations were given a green light for introducing drive-in service and eateries. The Lee Myung-bak administration
introduced a regulatory reform method of exploring complaints from every person and every nook and corner of the business
community, the first such kind of measure being taken since its inauguration, indicating its commitment and philosophy
toward regulatory reform that are closely related to people’s livelihoods and business sites.
Many unreasonable legal interpretations and legal executions of regulations that bring about difficulties at business sites
could be dealt with speedily by the administration within the current system. The administration quickly resolved such
problems so that people and companies could feel the benefits of such regulatory reform.
Strengthening partnership between public and private
The regulatory reform of the Lee Myung-bak administration features broad participation by businesses and people in the
reform process, which is exploring tasks, arranging solutions and assessing performance. The administration set up the
Public Private Joint Regulatory Reform Task Force. It is composed of civil servants and staffs from both the PCNC and the
Korea Chamber of Commerce and Industry, with a goal of resolving the difficulties faced by companies and creating an
environment favorable to businesses. The task force, established in 2008, had explored roughly 2,000 regulation cases
subject to regulatory reform through meetings with local and business representatives and revamped more than half of
them through inter-ministry consultations.
The Lee Myung-bak administration also strengthened incentives for civil servants in charge of regulatory reform such as
education and compensations to prompt them to work harder so that people could feel the impact of regulatory reform in
their daily lives.
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A meeting took place on October 21, 2010 with the attendance of some 20 business people
and officials from related authorities in the Dongdaemun area to discuss issues and difficulties
facing small and medium businesspeople. The topic included the reassessment of wages for longserving janitors at primary and middle schools and the improvement of methods of settlement for
manufacturing companies. The meeting took on significance in that the Regulatory Reform Task Force
members visited the site and took up the issues that had remained unresolved at the level of the regional
chambers of commerce and industry to obtain opinions.

Adopting the whole-of-government approach
Key lump regulations are mostly inter-connected to the affairs of multiple ministries. It is very crucial for the Prime Minister’s
Office(PMO) and the PCNC to coordinate the diverse stances across the ministries.
The PMO, the PCNC, and each ministry were prompted to compete in pursuing regulatory reform through the systematic
assignment of duties according to the resulting effect and importance. Out of regulatory reform tasks of the existing
regulations, the PMO and the PCNC were in charge of dealing with core regulations and lumps of regulations which
involving multiple ministries. The Regulatory Reform Task Force was supposed to grasp the difficulties faced with businesses
from the filed and monitor the effects of the regulatory reform regularly. In an effort to deal with new or strengthened
regulations, the PMO established a seamless regulatory reform system reviewing the need and feasibility of regulation by
reflecting people’s stances, not those of the relevant agencies.

Whole-of-government approaches are effective. Broad, whole-of-government reform
programs show that the government is committed to reform and can increase the confidence of
the both citizens and investors in the capacity of government to ensure a high quality regulatory
environment. This approach has produced great results in Korea.
(OECD, April, 2010, the 2nd Regulatory Reform Committee)

Implementing on a step-by-step basis according to priorities
The administration systematically carried out regulatory reform on a step-by-step basis according to priorities, considering
the characteristics of the key regulations.
In the initial period of the presidential term, regulatory reform was focused on urgent tasks that could produce results in a
relatively short period of time. It went on focusing on revamping of restrictions on industrial complexes, startup a business
procedures, boosting of foreign investments, and onsite difficulties faced with SMEs. Later, the administration selected more
essential tasks with a wide impacts on the nation, such as revamping of regulations on the use of national land, easing
of regulations in the Seoul Metropolitan area for strengthening national competitiveness, and expanding of future growth
engines. The reason for pursuing major tasks with a far-reaching impacts later was to create an environment favorable to
creating social consensus, designed to raise people’s acceptance toward reform.

✚ 1993 • Administrative Reform Committee
Reformed about 6,000 regulations

✚ 1997 • Regulatory Reform Promotion Meeting
Reformed about 100 regulations

✚ 1998 • Introduced Regulatory Review

Reduced existing regulations by 50%

✚ 1998 ~ • Basic Act on Administrative Regulations
Regulatory Reform Committee

✚ 2004 • Launched Public Private Joint Regulatory Reform Task
Force Reformed bundled regulations

✚ 2009 • Introduced Temporary

Regulatory Relief(TRR)
program Introduced ‘Sunset
for Review’

✚ 2012 • Regulatory Improvement for
Economic Revitalization

Part 1
The System and Policies of
Regulatory Reform
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Chapter 1 Regulatory Reform System

Regulatory Reform – Why It Is So Important
Regulatory reform is an effective policy tool that enables the creation of jobs and an
increase in people’s convenience without requiring extra public expenditures. Easing
of regulations such as ‘hidden tax’ has the same effects as extending the budget
while contributing to the advancement of the economic structure by facilitating private
autonomy and creativity. It also helps enhance the quality of people’s lives by easing
unreasonable regulations that trigger inconveniences while establishing needed
regulations in the areas of health, environment, and safety. Bold reform of unnecessary
administrative regulations is essential to enhancing the national competitiveness in
an era of unlimited global competition by guaranteeing free economic activities and
facilitating competition.
Korean Regulatory Reform Is Evolving with Time
Regulatory reform in previous governments
Korea managed to achieve noticeable economic growth through government-driven
development strategies during the 1960s and the 1970s by which the government had
actively intervened in the market. In the 1980s, however, there was a growing need
toward reform of the regulations which the government had produced. The previous
administrations had pursued regulatory reform consistently since 1980 whenever there
was a public consensus on the need for regulatory reform of unreasonable regulations
and unnecessary costs resulting from outdated administrative practices.
Against this backdrop, starting from the 1990s, the Korean government began to
proactively pushed regulatory reform, establishing institutional foundation such as the
Basic Act on Administrative Regulations and the Regulatory Reform Committee.
The Kim Young-sam Administration (1993.2~1998.2)
To push reform of government regulations, the Committee for Reform of Economic
Regulation was organized by the Economic Planning Board in March 1993, the
Presidential Commission for Administrative Reform in May 1993, the Industrial
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Regulation Review Committee organized by the Ministry of Trade, Industry and
Energy in September 1993 and the Joint Review Council of Administrative Regulation
organized by the Ministry of Government Administration in May 1994. During this
administration, the reform of government regulations was not carried out by a single
organization. Instead, various government ministries attempted to reform regulations
on a competitive bases, making this administration distinctive from other ones.
The government also introduced laws including the Act on Special Measures for
the Deregulation of Corporate Activities, and the Framework Act on Administrative
Regulations and Civil Petitions
The Kim Dae-jung Administration (1998.2~2003.2)
As pointed out above, the Kim Dae-Jung Administration was launched in 1997 during
the period of the Asian financial crisis. As Korea was a recipient of an IMF bail-out
fund, the government had to implement various regulatory reforms required by the
IMF. Therefore, regulatory reform was a major political goal of the Kim Dae-Jung
Administration from its initial phase. The Regulatory Reform Committee(RRC) was
established under the president in accordance with the Basic Law on Administrative
Regulations legislated at the end of the Kim Young-Sam administration.
In addition, regulatory reform promotion organizations were established by ministries
and local governments and the organizations were inter-operated so as to promote
regulatory reform consistently. The Regulatory Reform Committee with legal authority
prescribed to register all of the regulations managed by each ministry according
to the Basic Act on Administrative Regulations. In addition, advanced regulatory
reform systems, such as the regulation registration review system, Regulatory Impact
Assessment, regulatory sunset system and an advanced review system for the new and
strengthened regulations were introduced and operated.
The Roh Moo-hyun Administration (2003.2~ 2008.2)
The regulatory reform efforts were focused on improving existing regulations instead
of reducing the number of regulations, centering on bulk or bundled regulations that
reached across multiple ministries. Toward that end, it attempted to overhaul bundled
regulations intertwined in many agencies with complicated and conflicting stipulations.
To this end, the administration set up the Regulatory Reform Task Force composed of
representatives from public and private sectors under the direct control of the PMO in
an effort to conduct regulatory reform from the prospective of those demanding such
reform. In order to help solve the difficulties faced with businesses, the administration
set up the regulation report center while making various efforts toward regulatory
reform by enacting a relevant law to help ease the burden on companies, caused by
administrative investigations conducted by the administration.
Center of regulatory reform – the Regulatory Reform Committee
Regulatory reform is pursued in two directions: ‘curbing new and strengthened
regulations’ and ‘reforming existing regulations.’Curbing new or strengthened regulations
means preventing each ministry from introducing or strengthening inefficient regulations.
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When ministries make new regulations or strengthen the existing ones, the RRC as the
final gatekeeper reviews the necessity and feasibility before they are legally enforced.
In the meantime, revamping of the existing regulations means improving unreasonable
contents of the existing regulations or abolishing or supplementing them in line with the
rapidly changing social and economic environment. The administration needs to explore
regulatory reform tasks, essential for the implementation of national agendas such as
key presidential policy goals. This means regulatory reform can be the effective tool to
facilitate the implementation of the president’s major policy agenda smoothly.
The Regulatory Reform Committee (RRC) is in charge of the two functions based on the Basic
Act on Administrative Regulations. The RRC also makes regulatory information and regulatory
review results open to people through the Regulatory Information System(RIS), while utilizing it
to collect opinions. The RRC establishes itself as an overseeing body for regulatory reform.
Structure and Role of the RRC
Co-chair : The Prime Minister, A private chair
Members
Public : Minister of Strategy and Finance, Minister of Public Administration
and Security, Minister of Knowledge and Economy, Minister of the Prime
Minister’s Office, Chairman of the Fair Trade Commission, and Minister of
Government Legislation – six members
Private : Experts from various sectors – up to 17 members
Role
Drawing up the basic directions of regulatory reform
Review of new and strengthened regulations
Evaluation of regulatory reform
Institutional improvement of regulatory reform
International cooperation with OECD, APEC for regulatory reform

When each ministry introduces or strengthens its regulations, the RRC reviews the
necessity and feasibility of the regulation proposals. If the regulation proposals are
reviewed as unnecessary or unreasonable, the RRC advises the ministries to abolish
or amend them. After being examined and decided by the RRC, the regulatory law
is passed onto the Ministry of Government Legislation. The Ministry of Government
Legislation checks whether the RRC’s recommendation was reflected or not.
The RRC is also seeking to ease or abolish bundles of existing regulations across
multiple ministries according to the key national agendas.
In addition, the RRC issues the annual guidance on regulatory reform to the ministries.
The ministries are asked to submit their annual plans for regulatory reform in
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accordance with the guidance and the RRC establishes the Comprehensive Regulatory
Reform Plan based on the plans submitted by the ministries. The Comprehensive
Regulatory Reform Plan is reported to the president after deliberation at a cabinet
council meeting and is announced at the end of February.
The RRC is encouraging voluntary efforts of ministries toward regulatory reform by
examining regulatory reform efforts and performance of ministries. The examination is
not completed by quantitative output but by qualitative assessments by experts, and it
includes a satisfaction survey on regulatory reform.
Finally, through management and operation of the regulatory information system, the
RRC makes public the regulatory information and the results of regulatory review. The
RRC has emerged as the central oversight organization in the Korean regulatory reform
system.
The Lee Myung-bak Administration’s Regulatory Reform System:
How It Has Changed.
Regulatory reform system by the market principles
Before the inauguration, Lee Myung-bak administration began to design a regulatory
reform system through the analysis of previous governments’ system. It tried to overcome
the demerits of previous systems and to make the public see the benefits of regulatory
reforms easily. The answer to the question unexpectedly came from a simple switch of
idea.
It was based on the idea to make various entities compete in the regulatory reform
market without confining them to their own authorities. It was designed to introduce
the competition of the market for the government’s regulatory reform system. This came
from the idea that the government will be able to provide various kinds of regulatory
reform products that can satisfy consumers and win them over once the relevant
agencies were engaged in fair competition in the market of regulatory reform.
New organizations for regulatory reform
The Presidential Council on National Competitiveness (PCNC) was established in 2008 as a new
presidential regulatory reform organization. While the RRC focused on examining the new and
strengthened regulations, managing the regulatory information and regulatory reform of each
ministry, and the rearrangement and management of regulatory reform-related policies, the
PCNC put an emphasis on strengthening national competitiveness by controlling key policies
that have a great impact on state affairs and bundles of regulations that involve multiple
ministries. But no clear boundaries of work scope between the two organizations were drawn in
dealing with reform of existing regulations, so that they can engage in mutual cooperation and
competition for the regulatory projects.
The establishment of the PCNC under the umbrella of the presidential office (the
Presidential Decree No. 20651) reveals the new administration’s resolution to revive
the national economy as a key national policy agenda by enhancing the national
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competitiveness. The PCNC is making its utmost efforts to create an environment
favorable to businesses and investment in order to attract both domestic and foreign
companies and an educational and research environment to nurture high quality
human resources that will lead a knowledge-intensive economy as well as to create an
advanced society that corresponds to an advanced economy.
President Lee Myung-bak called on business groups such as the Korean Chamber of
Commerce and Industry to proactively participate in the drive toward regulatory reform
during the first meeting of the PCNC committee held on March 13, 2008. “I hope the
business groups will work closely with the government to resolve the difficulties facing
businesses through close monitoring.”
The government recognized that regulatory reform thus far had not been enough to
reflect the voices of business, so it embarked on preparing frontline regulatory reform
system under the joint participation of both public and private sectors.
In line with this, the government established the Public Private Joint Regulatory Reform
Task Force composed of government officials and staffs from the PCNC and the Korea
Chamber of Commerce and Industry, with the goal of reforming regulations in the fields
of business. The Task Force hosted meetings jointly with local chambers of commerce
and associations to engage in talks with the relevant people and visited industrial sites
and engaged in face-to-face dialogues with business folks.
The Task Force is a private entity made up of experts and dispatched government officials
and it is able to make fast decisions regarding the regulatory issues and their reform
proposals. Through such a mechanism, the percentage of acceptance of cases needing
reform was raised to the 80 percent, which had thus far remained at only 30 percent.
Regulatory reform system
President

Presidential Council on
National Competitiveness
Executive Office of
the Council

Prime Minister

Regulatory Reform
Committee

Regulatory Reform
Bureau

Regulatory Reform
Task Force
• Ministries (revamps laws, carries out regulatory reform), local governments, central agencies (execution from
the field, improvement of local regulations)
• Participation by those regulated such as economic organizations, research institutes, and ordinary citizens to
ensure consumer-based regulatory reform
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Chapter 2 								
Creating New Frameworks for Regulatory Reform

The Temporary
Regulatory Relief
(TRR) program that
changed regulatory
reform paradigm

Counter idea to Regulatory Sunset System – 		
introducing the Temporary Regulatory Relief
In early 2009 when the world was trying to cope with the global economic crisis, the
Korean government also mobilized all possible means, formulating up to US $18.8
billion in stimulus package and expanding public spending. But public spending was
limited and the government was in need of taking immediate steps to attract foreign
investment.
At that time, the Korean government introduced the TRR program. This featured
exempting or easing of regulations for a certain period of time in bids to overcome the
economic crisis and reinstating the regulatory execution after a suspension period.
Despite the government’s constant efforts toward regulatory reform, every regulation
represented its own policy necessity. Such regulations involved various interests and
the government had to waste time due to unproductive disputes when attempting
regulatory reform. So there was a growing need for a turnaround in the way of thinking
to induce private investment, which had been shelved due to various regulations. Given
this, the government decided to implement the TRR program which had never been
experimented in other countries.
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The TRR program Vs. The regulatory sunset system
The TRR program and the sunset system have similarities in that both
deal with regulations which are not subject to immediate abolition or easing
due to their acknowledged necessity. But the sunset system had problems in
generating prompt effects under the lingering economic crisis, as it was meant
to abolish or review regulations after the sunset period.
In comparison, the TRR program can show prompt effects as regulation
is stopped or eased from the time of implementation until the end of the
suspension or delay. It can prompt private investment, which had been halted
due to economic uncertainty and various regulations.
Korea’s TRR program can be regarded as a totally new regulatory reform
measure never experimented in other countries regarding reform of existing
regulations.
The only case for reference was the ‘Regulatory Relief Programs’ of the Reagan
administration of the U.S., which suspended the implementation of regulations
set up by the previous Carter government for 60 days for review.

The TRR program helped create investment and jobs by instigating an investment
sentiment among the business community by showing the government’s willingness to
overcome the economic crisis at an early stage. This new regulatory reform program of
applying a special favor of a time-out period drew attention and acclamation as a new
bid to tackle the economic crisis.
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Introduced
the Regulatory Sunset for Review system and widened the subject
of sunset regulations
Keep it a rule to abolish the regulation when its time is up
Despite the administration’s steady efforts toward regulatory reform, the public’s
feeling about the effects of regulatory reform were insufficient thus far. In particular,
unreasonable and unclear administrative regulations dampened the private
sector’s economic activities and curbed national competitiveness. Accordingly, the
administration needed to regularly assess and verify regulations regarding their
necessity in attempts to equip itself with a more efficient regulatory reform system.
Regulatory Sunset for Review
The Regulatory Sunset System refers to setting the valid period of each regulation
which limits people’s rights or imposes duties. But the previous effect-losing Sunset
System was hardly adopted due to its legal instability.
The Sunset for Review System was introduced to carry out regulatory reform in a more
comprehensive and systematic manner while overcoming the limits of the Sunset
System. The new system has the built-in merit in that it can maximize the goal of the
Sunset System by reviewing the feasibility of the regulation without undermining its
legal stability.
Types of Regulatory Sunset System
classification

Effect-losing sunset
Loses effect with expiry of sunset
period

content

Additional legislation is needed to
renew the valid period

Sunset for review
Redesign abolition of regulations
or improvement by reassessing
feasibility with expiry of the sunset
period
Does not need additional legislation
to maintain status quo, as demanded
by review outcomes.

Introducing the Sunset for Review
The Lee Myung-bak administration began to push for the implementation the Sunset
System on existing regulations in line with recommendations from the private sector.
The government studied the possibility of introducing the Sunset System on all existing
regulations twice in November 2009 and June 2010. And it concluded that 1,600
regulations out of a total of about 7,000 existing regulations (23 %) are subject to the
sunset system for review.
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Results of expanded implementation of Sunset System
Regulations subject to the Sunset System shall be made public and systematically
managed through the Regulatory Information System. It enhances the public trust in
regulatory reform.
The number and portion of applications of the Sunset System since 2010 continued
to increase, indicating the fact that the new system is evaluated to have successfully
taken root.
Implementation of Sunset System during 2010~2012
No. of
No. of
No. of
No. of Review of Implementation Implementation Implementations
Regulations (A)
of Sunset
of Sunset for of effect-losing
System (B)
Review
Sunset System

Portion (%)
(B/A)*100

2010

1086

128

112

16

8.34

2011

1304

134

128

6

9.73

2012

1662

157

143

14

10.59

In Korea, ministries reviewed all their regulations to determine which
ones to eliminate following these principles
All regulations are to be examined on a “zero-basis”: Regulations that hinder
competition and markets are to be eliminated; and those regulations that are
required for the preservation of the environment, public safety or health should
be modified to perform as efficiently as possible.,” according to OECD’s 4th
committee meeting on regulatory policy held in April, 2011, positively assessing
the Korean government’s regulatory sunset policy.
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Discovery of Hidden Regulations Raised Satisfaction to a Level
People Could Sense
What is the regulation registration system?
With the legislation of the Basic Act on Administrative Regulations in 1998, the Korean
government introduced the regulation registration system. In the case of the setting up
of new regulations or changing or abolishing registered regulations, they shall need to
register them within 30 days after the promulgation and implementation of the laws with
regulations, and the RRC is required to post the registered regulations on the RRC website.
The regulation registration system is the government’s efforts to manage regulations
more systematically and to provide consumers like individuals, and businesses with
easier access to information of the regulation.
Despite the policy goals, however, there had been a limit to the operation of the
registration system due to a difference of interpretation of regulations, coupled with
ministries’ reluctance in decreasing the number of regulations, and a lack of a system
for managing and checking the registered regulations at each ministry. Recognizing the
issue, the PMO embarked on a full-fledged improvement of the unregistered regulations
of each agency in 2009.
Currently Registered Regulations
Economic regulations

Division

(Dec. ‘12)

Social regulations

Administrative
Total
Industrial Consumer Social
regulations
Access Price Trade Quality Environment
disaster safety discrimination

No. 1,085 124 968 543

583

195

1,110

416

2,070

7,084

Organizing Unregistered Regulations – Find the Hidden Regulations
Organizing unregistered regulations under Law (acts, enforcement orders, enforcement
rules)
The PMO drafted the ‘plan for improvement of unregistered regulations’ in February,
2009 and completed registration of 2,276 regulations through comprehensive surveys of
existing regulations, starting with administrative organizations with lots of regulations
such as the Ministry of Strategy and Finance, Ministry of Knowledge and Economy,
Ministry of Health and Welfare, and subsequently in the second half covering 15
administration agencies, including the Ministry of Foreign Affairs and Trade, Ministry of
Justice, Ministry of Public Administration and Security, etc.
The PMO also laid groundwork for the substantial management of the regulatory
registration system by, for instance, clarifying the judgment criteria of regulations which can
cause inconvenience due to abstract stipulation and possible differences in application, as
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it set up the Regulatory Information System connected to the Regulatory Review to enable
a systematic check and substantial management of the regulatory registration system.
Improvement of unregistered regulations on administrative rules
The PMO had completed the revamping of unregistered regulations based on related
laws in 2009, and began to improve each ministry’s administrative rules in 2010. In
particular, a considerable number of regulations made by each ministry still remained
unregistered so far because they were under blind spot, so exploring and registering the
unregistered regulations became the urgent task.
In this regard, the PMO conducted a survey of all administrative rules of three ministries
the Ministry of Land, Transport and Maritime Affairs, the Ministry of Health and
Welfare, and the Korea Food and Drug Administration during the period between
February and May 2010. As a result, the PMO came up with a plan for revamping
unregistered regulations of administrative rules while ameliorating the guideline
of judgment for administrative rules. It also explored all unregistered regulations
on administrative rules in 31 administrative agencies from July to the end of the
year, finalizing a list of unregistered regulations subject to registration through interministerial consultations.
A survey of all 34 administration agencies showed that the number of total
administrative regulations reached 7,982, of which 11.6 percent or 927 cases was
classified into regulations subject to registration. Such administrative rules were
registered as regulations and put under systematic management.
A reduction in blind spot for regulatory management
With the completion of registering regulations related to administrative laws and rules over
past two years, the PMO managed to grasp the total administrative regulations and expand
the scope of regulatory management to a great extent. Subsequently, people are able
to have easy access to substantial regulatory information and the public’s satisfaction is
expected to go up as the regulatory management goes in conformity with people’s needs.

"All regulations are required to be registered at the Regulatory
Reform Committee in accordance with the Basic Act on Administrative
Regulations. All related information is searchable and available on the
website of the Regulatory Reform Committee”
(OECD in its 4th regulatory policy committee)
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Scope of Regulatory Reform Has Been Expanded to Quasi-Biding
Administrative Rules of Public Organizations
Quasi-binding Regulations have remained immune from regulatory reform
Public organizations provide public administrative services commissioned from state
and local administrations through internal stipulations such as articles of association
and clauses. In the process, stipulation limiting people’s rights or imposing duties,
similar to administrative regulations could sprout out, they are referred to quasi-binding
regulations. Such rules have remained immune from regulatory reform for the reason
that they don’t take any legal form, though they have similar effects as administrative
regulations in reality.
Correction of Unreasonable rules, creating clear criteria
The PMO discovered a total of 1,097 quasi-binding regulations through an 8-month
full-fledged survey of 101 public organizations (22 public and 79 semi-public entities)
from March 2010. In detail of the research, a majority of quasi-binding regulations
were related to the obligation of actions, reports, and data submission. Among the
administrative agencies, the Financial Services Commission ranked top with the biggest
number of quasi-binding regulations accounting for 54 percent of the total, followed by
the Ministry of Knowledge and Economy with 21.4 percent, and the Ministry of Land,
Transport and Maritime Affairs, accounting for 6.4 percent.
In its initial stage in January 2011, the PMO overhauled 32 quasi-binding administrative
regulations, mostly about unfair contractual relations, excessive execution of authority
and arbitrary discretion by public organizations. It also announced a plan to revamp
10 cases of unfair contractual relations, including the ones of the expansion of SMEs’
participation in the procurement market in February 2012.
The most sticking example of quasi-binding administrative regulations was related to
irrational rules on supply terms of services, including the ones obligating companies
to pay construction or examination fees in advance and shortening the expiry period
of claims for damages. Ineffective rules were also pointed out to be abolished such as
preventing those in hatred-provoking dress from entering horserace courses that the
regulation had difficulties in discerning such people in question. Some public entities
were also found to have exercised excessive authority enabling to fire employees on the
spot in public facility rental companies by the reason of violation of duties to maintain
decent appearance. In respect to contracts and tenders of government offices, there had
been also access restrictions of SMEs or startup. For example, only large corporations
hiring more than 50 certified public appraisers or established more than 6 months ago
could participate in the bids from Korea Land and Housing Corporation.. It was also
pointed out that the public corporations applied unfavorable contract rules to SMEs by
demanding more contract guarantee in case SMEs didn’t qualified joint guarantee.
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The Korean government took measures to improve such quasi-binding administrative
regulations and planed to press for its efforts to prevent public organizations from
wielding excessive authorities on the people.
Cases of improving quasi-binding regulations
Division
Improvement of contract
relation on facility lease
and use

Content
Those wanting to receive natural gas should pay total
construction fees in advance.
▶
▶ Makes

it a rule to pay in divided payment, but advanced
payment also is acceptable
* Korea Gas Corp, 「Rule on Provision of Natural Gas」

Improvement of excessive
execution of supervisory
authority

The listed companies shall not refuse the participation by
executives and employees of the Korea Stock Exchange in regular
and extra shareholders’ meetings
▶
▶ The
 same rule shall be applied only for the purpose of
protecting investors and if the meeting result is closely
related to important market measures.
* Korea Exchange, 「Rule on listing of shares in the market」

Enhancement of
transparency regarding
subjective discretionary
regulations

Preventing those in hatred-provoking dress from entering
horserace course
▶
▶ The
 regulation shall be abolished as it is ineffective due to
difficulties in discerning such people in question.
* Korea Racing Authority 「Detailed rules on maintaining work order」

Improvement of
unnecessary regulations

Those wanting to sign a contract with Korea Coal Corp. shall
submit certificate of tax payment
▶
▶ The
 regulation was abolished as it is unnecessary, not related
to the corporation’s business
* Korea Coal Corp 「Guidance of Corp’s businesses」

Participatory expansion
of SMEs in public
procurement market

Only judicial persons with more than 50 property appraisers can
take part in the bid from the LH Corps.
▶
▶ Those

with fewer than 50 appraisers can also participate in
contracts when the projects are worth less than 30 billion won.
* Korea Land and Housing Corp, 「Guidance on selection of
property appraisers and appraisal examination」

Improvement of contract
relations unfavorable to
SMEs

Companies were subject to different contract guarantee money
in accordance with the existence of a cross guarantee when
seeking contracts with public entities
▶
▶ Co-surety

was abolished by applying the national contract act
* 21 organizations like Gas Safety Corp., 「Accounting guidance」
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Strengthening Regulatory Review
Regulatory review system
Each ministry needs to receive an review from the RRC when trying to make new or
strengthened regulations. The committee decides whether the regulations need its
regulatory review in consideration of the possible impact upon the people’s livelihood and
socio-economic activities within 10 days after receiving the application for examination.
In the case of significant regulations, the review should be completed within 45 days
after the application is accepted. In the case of the unavoidable extension of the
examination period, the deliberation can be extended within the boundary of 15 days at
a time with the decision from the committee.
Strengthening regulatory review via change in review procedures
Introduction of preliminary review system
In the previous governments, the subcommittees had come up with a final decision on
major regulations. But the Lee Myung-bak administration introduced the preliminary
review system in which committee members with expertise share their opinions in
order to come up with a more detailed and serious conclusion.
Two-track review system
In the previous administrations subcommittees discussed agendas and the agendas were
referred to the plenary session if necessary in accordance with the step-by-step approach.
But in the Lee Myung-bak administration the relevant subcommittees are supposed
to deal with agendas involving specialized and technical contents despite their
significance, while the major regulations are to be dealt with at the plenary session
should they be regarded to have a far-reaching impact upon the entire society in
accordance with a two-track approach.
As a result, the number of plenary sessions attended by all committee members
increased and the importance also heightened. This meant the ministries may regard
the review process more important because their regulatory proposals need passage
through the plenary sessions. On the other hand, the people may welcome the stricter
and substantial review as they are the ones subject to the regulations.
Enhancing regulatory quality through recommendation of regulatory review
During the 2008-2012 period the RRC conducted reviews of 5,898 new and strengthened
regulations and classified 1,184 as major regulations. Among them the committee
recommended either the cancelling or improvement of 634 regulations, or 54 percent of them.
- Recommendations for cancelling: When the regulations lack objective and substantive
data, flaws in terms of the legislative process.
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- Recommendations for improvement: When the regulations have possible major negative
impact, or when it is impossible to monitor the compliance of regulations
Major recommendations from regulatory review
Agenda

Review
Conclusion

Review points

Regulatory revision on
appointment of areas
excluded from the
separation of roles between
doctors and pharmacists

The ministry attempted to exclude drug stores
Recommend
stationed in highway service areas, airports, and cancelling
massive outlets from the list of area not applied
to the separation of roles between doctors and
pharmacists.
▶
▶ The
 RRC reviewed it as a lack of objective
ground.

Revision of enforcement
The ministry tried to specify the qualification of
rule on promotion of game business on the enforcement rule.
industry
▶
▶T
 he RRC concluded that there was a lack of
legal ground.

Re-review

Revision of medical law,
medical equipment law,
enforcement rules of
pharmacists

The ministry attempted to introduce six articles Recommended
on donations for family events, gifts on traditional improvement
holidays, lecturing fees, consulting fees, and
points for credit card uses – as rebate in trading
of medical products between pharmaceutical
companies and medical institutes.
▶
▶ The
 RRC reviewed it was not proper for the
objective of legislations.

Legislation of Cap-andTrade law on greenhouse
gas emission

The ministry tried to regulate forcibly and strictly Recommended
by determining the time for introduction.
improvement
▶
▶ The
 RRC reviewed it to be lacking balance
with similar laws given the international
trends and international competitiveness of
related industries

Life Cylcle of Regulation
Legislative Bill
- Ensure the legal ground of
regulation

Introduce Bill
(Vice Ministers′ Meeting,
Cabinet Meeting)

AnnounceLegislation

Review Regulations

Reviewby the
Ministry of Government
Legislation

Register and Enforce
Regulation

Revise or Repeal
Regulation

- Register and disclose
regulations

- Regulatory proposals
- SMB Ombudsman

- Announce the RIA report
- Stakeholder Consultation

Deliberate, Vote on
and Promulgate by the
National Assembly
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Improvement of Regulatory Impact Analysis
Introduction and management of Regulatory Impact Analysis
The purpose of the Regulatory Impact Analysis(RIA) lies in inducing reasonable
regulatory decision-making and offering the optimum regulatory alternative in
consideration of the regulatory cost, social benefits and impacts. Analysis of regulatory
effect, in accordance with article 2 of the Basic Act on Administrative Regulation, refers
to “providing criteria for judgment of the properness of the regulations by foreseeing
and analyzing the impact of regulations upon the daily lives of the people and socioeconomic and administrative aspects.”
Necessity of Regulations
Identifying Policy Objectives
(Definition of Problems)
Necessity of New Enactment or
Reinforcement of Regulation

Review of Regulatory Alternatives Appropriateness & Feasibility
and Cost-Benefit Analysis
of Regulations
Appropriateness of Regulations
Review of Regulatory Alternatives Consultation with Stakeholders
Cost-Benefit Analysis and
Feasibility of Regulatory
Comparison
Enforcement (Resources and
Capabilities)


Strengthen
alternative function while removing waste of administrative
capacity
To enhance the efficiency of the RIA, the government revised a guidance manual in
December, 2008, specifying the details of groups subject to regulations and interested
parties.
In order to raise the effectiveness of the administration and prompt the preventive and
substantive compiling of the analysis, the committee had the ministries utilize the draft
of the RIA without having to create additional data. It also encouraged them to use the
RIA report for regulatory review.
One of the remarkable changes was the removal of similar and unnecessary factors
in the RIA guidance and addition of multiple regulatory alternatives in cost benefit
analysis. In addition, the intensity and methods of regulations, and whether they limit
market competition and impact due to the difference in size of the businesses were
added in the contents of the RIA report.
Remarkable Improvement of the Regulatory Information System

Efficiency
of regulatory review and transparency of regulatory information
has been raised
Though the Lee administration put priority on regulatory reform in state affairs, the
information and history related to regulations had not been managed perfectly,
making it difficult to search for information on regulations. Given this, there has been
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a widespread notion that systematic informatization is needed regarding regulatory
information, regulatory registration, and regulatory review..
Against this backdrop, the Lee Myung-bak administration set up a basic plan for setting
up a regulatory information system in 2009 and has been carrying out the project for
the improvement of the function. Currently, the entire life cycle of regulations has been
digitized and dealt with online, which are new and strengthened regulation proposals,
regulatory review data, registered regulations, expired regulations, and annual
regulatory reform performance reports.
Through a systematic management of regulatory information system, the government
could raise the regulatory quality and enhance the administrative efficiency. In addition,
in 2012, the government upgraded the system that is able to integrate and manage of
all regulations of central and local governments.

Regulatory Information Portal
(www.rrc.go.kr)

T he Regulatory Information Portal provides related information in transparent
and easy way
The government has been providing consumers with regulatory information portal
services by comprehensively overhauling the homepage of the Regulatory Reform
Committee (www.rrc.go.kr) from November 2010 for people and businesses, to offer
regulatory information in easier and more convenient ways.
The regulatory information portal is expected to lessen the inconveniences of users who
had so far searched for each law and regulations one-by-one, ensuring more systematic
regulatory management.

support for
regulatory
review

provision of
regulatory
information

setup of system for
supporting
regulatory
reform projects
management
of regulatory
reform tasks

regulatory
registration
management

In South Korea, more systematic support has been provided with
the adoption of the Regulatory Information System (RIS). It is an online
system that covers the entire process of regulatory reform, ranging from
regulatory review to registration, reform task management and access to
regulatory information. At the Regulatory Reform Committee (RRC) web site
(www.rrc.go.kr), citizens and stakeholders can make regulatory suggestions
on existing regulations and every newly introduced regulation is required to
consider and reflect opinions of stakeholders through legislative notices.
(OECD, April, 2011, the 4th regulatory policy committee)
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Licensing & Permission System was Improved in a PeopleCentered way
Introduction of ‘negative system’ in licensing and permission system
Laws concerning licensing had been so stiffly legislated and operated that the nation
has failed to promptly cope with the rapidly changing global economic trend, having
become the target of criticism for triggering unnecessary social cost.
In October 2010, the Lee Myung-bak administration made a change in the perspective and
frame of the licensing and permission system, shifting a focus from regulators to people
and from the positive system - ‘in principle all prohibited, yet exceptions permitted’ - to the
negative system - ‘in principle all permitted, yet exceptions prohibited.’
Under the former positive system, only the cited are restrictively allowed, while under the latter
negative system, all are permitted with the exception of the cited. These steps are designed to
enhance the private creativity at the maximum level under the new regulatory system.

Abolition
of unreasonable licensing and permission system and streamlining
of licensing process
The government targeted superficial and unreasonable licensing process that hampered
smooth business management and hindered creative R&D, for example, requiring
licensing for those in the stage of R&D.
It also changed the excessive licensing practices which brought about public burden
and administrative waste while undermining job creation and foundation.
In addition, the government shortened the licensing period from 30 to 20 days to
facilitate prompt licensing issuance.
It also streamlined the licensing system by introducing the ‘automatic licensing system,’
which automatically issues the license unless the agencies deal with the licensing
within a set period of time.
Administrative Rules as Virtual Guidelines of Legal Execution
Improved in the Interests of People
In case in-house rules of government cause inconvenience to people
There have been many cases where ‘administrative rules’ have inflicted inconveniences
on the people and burden on businesses because they have direct impact upon the
people’s livelihood, though they are in-house rules of administrative organizations.
However, administrative rules are made and revised only through in-house processes
and they had not been exposed to outside control. Thus, it may result in administrative
inefficiency. Accordingly, there had been a widespread perception that the improvement
of administrative rules was significant and more urgent than any other things for
successful regulatory reform to reap substantial fruit.
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Steady
exploration and improvement of illegal and improper administrative
rules
Against this backdrop, the government began to set up a system of reviewing
administrative rules in September, 2009, with the goal of permanently improving
administrative rules. The government deliberates and improves the administrative rules
which determine people’s rights and duties without legal ground or are regarded to be
unrealistic. A total of 406 cases has been explored and 298 of them has been revamped.

No. of examination

No. of exploration

No. of improvement

2008

-

114

101

2009

1,426

159

131

2010

1,855

45

39

2011

2,350

30

25

2012

3,469

58

2

total

9,100

406

298

Part 2
Regulatory Reform: How we did it

“Government will
also eliminate outdated regulation
and strive to lower
the entrance barriers.”
- Congratulatory Remarks of
President Lee Myung-bak, t
he 49th Trade Day
Commemoration Ceremony
(December 5, 2012)

Regulatory Reform, Best Examples
By shifting viewpoints, ‘Temporary Regulatory Relief’ has been conceived as a new method of 		
regulatory reform in order to overcome the economic crisis.

Overcoming the Economic Crisis
through Temporary Regulatory Relief
The TRR can have prompt effects of regulatory reform
as regulations are stopped or eased from the time of
implementation until the end of the relief. (30p)

Improvement the Business
Environments and Startup Procedure
The Lee Myung-bak administration established the
StartBIZ system, which enables a business to be set
up online through simple steps. (37p)

Reforming the Nationality System
The government reformed the nationality
system to permit dual nationalities for highly
skilled individuals, improved the automatic loss
system of another nationality. (83p)

Improvement of the Industrial
Complex Licensing Procedur
The previous two-phase procedure was
simplified into the Industrial Complex Plan so all
required processes can be completed within six
months. (40p)

Regulatory Reform in New
Growth Engine Industries
The Lee Myung-bak administration has been
actively engaged in regulatory reform to better
prepare for the future by enhancing growth
potential. (73p)

Rationalization of Regulations in
the Seoul Metropolitan Area
The Lee Myung-bak administration allowed
the establishment and expansion of factories
maintaining the frame work of “The Seoul
Metropolitan Area land use plan”. (42p)

Expansion of Online
Administrative Services
The government developed plans for the
advancement of civil affairs services with the
goal of ‘improving the civil service system for
citizens’ convenience.’ (66p)

Relaxation of Competition-restricting
Market Entry Regulations
Designation of SME-Suitable
Products
The announcement of SME-suitable products
was designed to discourage large corporations
from doing business in those markets opened
up by SMEs. (51p)

The Lee Myung-bak administration has improved
competition-restricting regulations and striven for
regulatory reform to foster competition. (47p)
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Chapter 1
Jump Starting Recovery during 				
a Global Financial Crisis

Overcoming the
Economic Crisis
through Temporary
Regulatory
Relief(2009)

Background
The Temporary Regulatory Relief was a new method for regulatory reform that was first
studied in February 2009. At the time, the global economic downturn had arrived and
the Korean economy, intimately linked to the global crisis, was in desperate need of
countermeasures.
Global Financial Crisis
The world economy was in a continual state of depression. Korea, which is highly
dependent on exports, was also greatly affected by the global circumstances. In the 1st
quarter of 2009, OECD countries saw a growth rate of -2.1% compared to the previous
quarter, setting the record for the lowest growth rate since the 1960s.
＊2009 Quarter 1 growth rate (in comparison with previous quarter, %) US -1.6, Japan
-4.0, Germany -3.8

Background of Temporary
Regulatory Relief

Global
Financial Crisis

Temporary
Regulatory Relief
Limitations of
Fiscal Policy
Measures

Limitations of
Existing Regulatory
Reform Measures

Limitations of Fiscal Policy Measures
Korea prepared a stimulus package of US $26.3 billion, which slowed the economic
plunge. However, with private consumption expenditures and capital investment on a
downward trend, there was a need for additional countermeasures to induce private
investment.
Limitations of Existing Regulatory Reform Measures
Regulations exist to meet specific policy priorities, and may reflect the influence of
particular stakeholders. Therefore, pushing ahead with permanent regulatory reform
is difficult. The regulatory sunset, reexamines or eliminates individual regulations
after their designated term. Thus, it is difficult to expect an instantaneous effect as a
regulatory reform tool.
▶
▶ By

shifting viewpoints, ‘Temporary Regulatory Relief’ was conceived as a new
method of regulatory reform to overcome the economic crisis.
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Improvements
Alleviation of Difficulties in Private Business Establishment and Investment
In order to attract investments in the private sector during the period of relief, the focus
was put on short-term investments, such as building additional factories or vitalizing
the industrial complexes. In addition, the government also focused on the relaxation of
requirements for the establishment of small- and medium-sized enterprises (SMEs) and
independent businesses.
Alleviation of Regulations on Location and Expansion
The strict regulations that were imposed to protect the environment and prevent the
concentration of population in a particular area were eased for two years. In turn,
private investors who were previously interested in participating in the market faced
fewer barriers to invest.
Vitalizing Foreign Investment
Regulations that had applied discriminately to foreigners were eased so as to stimulate
foreign investments.
Simplification of Licensing/Permission Procedures and Reduction of Burden
Charge
The licensing/permission procedures were simplified. Fee exemption or elimination
facilitates businesses’ creation and investment. In the event of an exemption or
reduction, businesses were granted extended time for payment or make installment
payments to reduce the financial burden.
Burden Reduction in Business Operations
To meet new demand, regulations that limited business activities were eased.
Moreover, in-house training and administrative exams were significantly improved.
Rationalization of Limitations on Business Activities
In the past, the range of incidental businesses of medical corporations had been limited
to restaurants and convenience stores. However, through temporary regulatory relief
accommodations and bookstores were additionally permitted within some cases.
Relief of Major Regulations on Business Operators on the Basis of Environment
and Safety
Social regulations, such as environment and safety, were largely excluded from Regulatory
Relief. In contrast, regulators applied certain air pollution regulations that were scheduled
to be reinforced in 2010, were applied with flexibly to meet policy goals and protect
citizens.
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Relief of In-house Education Requirements for Business Managers
Under prior policy, business managers had to undergo in-service training on-site to
enhance the compliance with the environmental and sanitary obligations. However,
reflecting the development of the communication technologies including the Internet,
the government allowed diverse training modalities and locations.
Support for SMEs and the Working Class
To promote business activities and reduce the burden on SMEs and the working class,
eligibility requirements for government support were loosened or the range of support
was extended.
Relaxation of Support Requirements for SMEs
In order to expand the support for SMEs, which are especially vulnerable to economic
crises, numerous requirements were dramatically relaxed.
Additional Support for SMEs in the Local Areas
In order to vitalize local economies, which are much less developed than in the Seoul
Metropolitan area, additional support has been planned for the local areas.
Expansion of Support for the Working Class
In order to reduce the hardships of the working class, the period for unemployment
benefits has been extended from 60 days to 90 days. In addition, diverse measures
to relieve burdens have also been set up such as with student loans where default
registration has been postponed until two years after graduation.
Major Improvements Regarding Temporary Regulatory Relief
Goal

Improvements

Facilitation of
Investment

50% reduction of farmland preservation charges for two years for
installations in free economic zones

Facilitation of Overall
Business Activities

Postponement of the implementation of the strengthened air pollutant
emission standards for one year for the benefit of companies in
economic difficulties

Facilitation of SMEs’
Business Activities

Extension of the 50% reduction of corporate and income taxes by two
years for SMEs and venture firms located in non-capital regions.
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Effects
In boosting the economy, the Regulatory Relief is only one of many policy measures.
Therefore it is difficult to calculate the precise economic effect of the Regulatory Relief
Programs. The following are the results of analysis about more than 100 cases that
were relatively easy to quantify.
Economic Effect Worth Over US $5.6 billion
Because of the relaxation of requirements for establishing businesses and investments,
approximately US $4.7 billion worth of new investments have been made.
Measures such as burden charge reduction have led to an annual cut of approximately
US $700 million of burden on businesses.
The immediate economic burden of US $300 million that would have been imposed
without regulatory relief was postponed by one or two years. Therefore these measures
contributed to economic recovery.
New investment led to the creation of approximately 50,000 new jobs.
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The Second Crisis, a Quick Response
After overcoming the first crisis, the Korean economy again faced severe difficulty
with the global economic downturn in 2012. To overcome this crisis, the government
announced 236 regulatory reform measures in September 2012. In addition to
permanent deregulations, the measures included 26 cases of temporary regulatory
relief, reflecting the cases from 2009. To generate an economic turnaround as quickly
as possible, the government completed the process by identifying problems, developing
policy measures, coordinating interdepartmental communications, and the public
announcement of new policies within one month, showing the government's initiative
and determination to create economic recovery.
Investment Stimulation is the First and Foremost Key to Economic Recovery
The government focused on three main fields in selecting the regulation improvement
tasks. First, to stimulate investment and drive business establishment, fees and
regulations related to industrial complexes were suspended. The development burden
charge was temporarily reduced for one year, and tourist accommodations benefited
from a fee reduction for fees related to tourism-induced traffic. The waste burden
charge on small and medium plastic manufacturing firms was also reduced. In addition,
the due date for the payment of various burden charges was delayed and the term
of installment payments was also extended. The regulations governing parking lots
within industrial complexes were relaxed to promote construction of additional factory
buildings and also strengthen the link between industry and academics.

Alleviating
Obstacles to Business Activities through reforming Duplicated
Trainings and Commission Burdens
Secondly, to reduce barriers to businesses' activities, burdens such as duplicated
trainings and a commission charge were seriously reformed. In the past, if a food
sanitation business manager had been operating more than two similar businesses, he
or she had to undergo redundant sanitation trainings. Now, managers may participate
in one training. In addition, many economic burdens were alleviated, including the
elimination of commission approval related to underground water and stream water
usage., Similarly, reforms eliminated the commission charge for the private use of
stream water for six months, and the reduced payments for the private use of roads. In
the past, offences such as violating the management standard in processing facilities
resulted in both a penalty and business suspension. However, the administrative
system has been improved so that violations result in a business suspension only. Minor
violators receive a fine only. In addition, unnecessary paperwork was also abolished
through online processing of tasks such as: acquiring a seal certificate when transferring
a health-food business; applying for waste licenses; and reporting of recycling , all of
which, make the procedure much simpler.
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Alleviating
Hardships of SMEs and the Working Class, the Majority of the
National Economy
Lastly, to alleviate hardships for SMEs, the membership fee for the chamber of
commerce and business was temporarily lowered. Also, to ease hardship on the
working class, financially burdened families were exempted from the college
application fee. Furthermore, insignificant building facilities for public houses can be
freely replaced and demolished without the permission or reporting to the related
government office. In the past, wedding ceremonies could not be held within park
facilities due to regulations. However, weddings in city parks are now encouraged for
the spread of a sound wedding culture.
Regulatory Reform: Groundwork for Economic Growth
Of 236 tasks of regulatory reform, 42 major tasks were completed all at once under the
supervision of the Prime Minister’s Office to swiftly show the effect of improvement.
Other regulatory reforms are currently underway in related government offices. Recently
the OECD has highlighted Korea’s 2009 Temporary Regulatory Relief programs and the
deregulatory responses as representative cases for economic stimulus .
Major Regulatory Reform Tasks for Economic Revitalization
Area
Accelerating
Investment and
Business Origination

Details
Temporary reduction/exemption of charges for development in the
planned zone (1 year at 50% for the Seoul metropolitan area, and
100% for other regions)

Temporary suspension of various usage fees and charges, such as
Reducing the Burden on
underground water development charge, stream water usage fee, etc.
Business Activity
Abolition of requirements for submitting redundant documents
Easing requirements for the establishment of SME-affiliated research
Reducing the Burden on institutes
SMEs and Low
Reduction/exemption of the college application fee for the
Incomers
beneficiaries of the national basic living security program
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Hearing from Private Sector Experts
The government strove to overcome the global financial crisis by relieving regulations
through various measures including the two aforementioned measures. A representative
case of such efforts was the Multi-Sector Meeting for Economic Stimulus, which was
launched in the second half of 2012. This meeting sought advice from experts across
sectors to generate a cross-section of opinion. In this meeting, participants discussed
the current economic situation and potential measures to revitalize the economy. This
greatly contributed to the economic recovery by reforming policy as proposed by the
private sector.
Eliminating Specific Difficulties for Business
Through reform, more SMEs were eligible for an early payment for surtax refund;
the additional supply of foreign labor alleviated the human resources shortage.
Also, there was an increase in field training assistance. Additionally, there was a
change in the method for calculating the green land ratio, to correct pre-existing and
unreasonable regulation. This change included measures such as excluding the ocean
part in calculating the area of industrial complex. Furthermore, measures for economic
vitalization, such as allowing the establishment of downtown duty-free shops for
foreigners and regulation improvement for the marine leisure industry, were swiftly
adopted.
In order to reform the current system, which does not permit remote treatment between
doctor and patient, it was decided to study the introduction of remote treatment and
to exempt health food stores from reporting requirements in the meeting. Measures to
improve citizens’ convenience and jump-start the domestic market, such as allowing
insurance companies to do business with overseas insurance products in order to
attract foreign patients, were established as well.
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Chapter 2
Vitalizing Investment and Creating Jobs

Improving the
investment
environment for
businesses

“Unnecessary regulations will definitely be alleviated. A nation’s
competitiveness cannot be achieved when it takes three to four years
to build one factory. In the future, it will take no more than six months to
build a factory.”
- President Lee Myung-bak, Congratulatory remarks on the 35th Commerce and
Industry Day (March 19, 2008)

Improvement the Business Environments and Startup
Procedure
Background
Importance of Business Establishment
Business establishment is an important driver of economic growth as it creates jobs
and added value. In particular, the establishment of technology businesses plays an
important role in facilitating the establishment of additional other businesses and in
turning the economy into a knowledge-intensive one.
Complicated Business Establishment Procedure
According to the World Bank, when establishing a corporation in Canada, one
needs seven documents submitted online and it takes five business days to process.
Meanwhile, in Korea, it has previously taken at least 17 business days to establish
a business because of complicated procedures and entrepreneurs must visit several
different institutions because of the lack of interconnection among related institutions.
This was extremely inconvenient for entrepreneurs.
Direction for Improvement
The government considered ways to simplify the business establishment process
and to reduce the burden on entrepreneurs. This was not for the convenience of the
administration, but actually for the convenience of the consumers and the prospective
business owners.
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Improvements
Establishment of the Business Establishment System at Home (StartBIZ)
The Lee Myung-bak administration set up a “Business Establishment System at Home
(StartBIZ)” which improved the business establishment process and requirements
by allowing online business creation. This initiative eliminated the inconvenience for
entrepreneurs of having to visit different governmental institutions. Different portal
systems of banks, administration, Supreme Court, Government Tax, and the four major
insurances were connected, which enabled a step-by-step processing system when one
applies for the establishment of a business.
Establishment of the Industrial Land Condition Information System
Establishment of the “Industrial Land Condition Information System” in which one
can confirm industrial complex, lease complex, and industrial sites on sale all at once
enabled those wanting to establish a business to easily locate an available site.
Effects
The SmartBiz system reduced the number of days it took to establish a business from
167 days to 68 days, and thus reduced costs.

Total Equity Investment Restriction was implemented
to prevent conglomerates from trying to increase
the number of interrelated enterprises by crossshareholding and reinforce a company’s investment
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Time Saving in the Business Establishment under StartBIZ System
Procedure (2008)

Period

Procedure(2010)

① Decision Making for
Incorporation (Name Search, etc.)

1

Name Search (Restrain the use of
same names in the same district)

①

1

② Raising Capital and
Constructing the Organization
(Making a corporate seal, etc.)

1

Making a corporate seal

②

1

③ Authentication of the Articles
of Incorporation and Minutes

1



④ Issuing a Certificate on the
Custody of Paid Contribution

1



⑤ Obtaining the Corporate
Registration Tax Bill

1

⑥ Payment of the Corporate
Registration Tax

③

1

Integrated Processing by
 Business Establishment System
at Home (StartBIZ)

4

⑦ Registration of Corporation

2

⑧ Registration of Entrepreneur

7

⑨ Joining the Four Major
Insurances

1

⑩ Report Employment Rules
to the Employment and Labor
Office

1

Report Employment Rules to the
Employment and Labor Office

④

1

17
days

4 stages

10 stages

Stage Period



7 days
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Improvement of the Industrial Complex Licensing Procedure
Background
Shortage in the Industrial Complex Supply
In the late 1990s, the construction of new industrial complexes in Korea stagnated due to the
1997 Asian Financial Crisis. The actual rate of increase of industrial complex supply halted
at 2.5% while the increased rate of demand for whole business sites was 3.3%. This led to
supply shortage problems. This was exacerbated by an even more complicated procedure for
development licensing as a result of friction with other urban functions and the increase in
urban land value.
Complicated Industrial Complex Development Licensing and Permission Procedure
On average, it took two to four years to complete the industrial complex development
licensing/permission process. During the process, one had to seek approvals from
environment, traffic, and pollution agencies, and such deliberation took two to four years on
average.
High Prices for Business Sites
The price of industrial land in Korea was five to ten times more expensive relative to
major Asian countries, such as China and Malaysia, which disincentivized businesses
from growing their production facilities in Korea or moving to Korea.
Improvements
In order to solve these problems, the Lee Myung-bak administration established
measures to improve the industrial complex development licensing procedure at the 1st
Meeting of the Presidential Council on National Competitiveness on March 13, 2008.
Improving the Industrial Complex Licensing Procedure
The previous licensing procedure which consisted separate steps to approve the
development plan and the implementation plan, was merged into one ‘Industrial Complex
Plan’ for enabling completion within 6 months. In addition, similar procedures were
integrated to promote interdepartmental cooperation, collection of resident opinion, and
deliberation of various committees, so as to operate as efficiently as possible.
Reduction of Land Price in Industrial Complexes
The Lee Myung-bak administration implemented policies such as establishing Land
Banks, providing a rental industrial complex only for SMEs by utilizing state-owned
land, expanding the development of mixed industrial complexes, and supplying longterm rental industrial land.
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Effects
Swift Supply of Industrial Land
As the licensing procedure, which had been a major obstacle for expansion in industrial
complexes, has been simplified, each local government is applying the new expedited
procedure.
The licensing procedure was much quicker than a statutory period. In the case of the
Ewha Industrial Complex in Ulsan, it took 51 days after application; for the Ochang 2nd
General Industrial Complex in Chungbuk, 50 days; and the Chunan 3rd General Industrial
Complex, 82 days.
Securing International Competitiveness
Now, companies wishing to be part of industrial complexes report that the business
environment does not fall behind nearby rival countries, and that it is more
advantageous to move into an industrial complex in Korea rather than one in a foreign
country, when Korea’s sophisticated level of IT and infrastructure, convenient supply
chain, front/back industry support, etc. are taken into consideration.
Licensing Procedure in Industrial Complexes
Before
Two phase approval system
24~48 months on average
After
One phase approval system
Integrated approval procedure within 6 months

Ⓠ What is the total equity
investment restriction?
Ⓐ It is a regulatory policy which
limits the total amountof shares
one company may hold of another.
It applies when the two companies
belong to a same conglomerate. It
was implemented in order to prevent
chaebol groups from aggravating
the financial structure and recklessly
expanding their businesses by using
its corporate funds to establish
another company or acquire other
businesses.

Total Equity Investment Restriction, the Symbol of Corporate
Regulation, Abolished
Total Equity Investment Restriction was implemented to prevent conglomerates from trying to
increase the number of interrelated enterprises by cross-shareholding and reinforce a company’s
investment. However, it has been pointed out that this policy limited business activities such as
free investment and management and, therefore, was a hindrance for conglomerate investments.
In March 2009, the Lee Myung-bak administration abolished the total equity investment
restriction on the grounds that the effectiveness of the regulation had significantly decreased
due to changes in the economy, and that it no longer aligned with global standards.
The abolishment of the total equity investment restriction is assessed as a regulatory reform to
promote a business-friendly environment and generate business investment and the revitalization
of the market.
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“When the economy is going through difficult times, we shouldn’t
stop investments where they are possible and not take away jobs where
they can be created. At a difficult time like this without new investments, it
is wrong to prevent companies from expanding.”
- SBS Special ‘Round Table Talk with the President’ (January 30, 2009)

Background
For the last 40 years, as Korea became quickly industrialized and urbanized, the
core managerial functions, such as politics, economy, and culture, became more
concentrated within the metropolitan area. The Seoul metropolitan area refers to
three metropolitan cities with Seoul as the center. The area of land covers only 12%
of the country, but the population in this area makes up half of the total population (50
million) of Korea and the GDP is also half of Korea’s total GDP (US $540 billion). The
concentration of economic activity in the metropolitan area had led to a widening gap
between the capital area and other regions and was followed by inefficiency, pressing
the need for a Metropolitan Area Regulation. However, as the regulation continued over
time, reverse discrimination against the metropolitan area made companies limit their
investments, which further led to the reverse effect of spreading economic depression
to the local regions.
To strengthen national competitiveness, the Lee Myung-bak administration underwent
aggressive reforms on a government-wide scale in order to drastically change the Seoul
Metropolitan Area Regulation.Thus, it maintained the framework of the regulation,
but modified regulations that were excessive and unreasonable. At the same time, it
established an institutional mechanism under which the local regions can benefit from
these activities for harmonious land development.
Improvements
In December 2008, the Lee Myung-bak administration amended related laws and
allowed the establishment and expansion of factories, regardless of scale and industry,
in the industrial complexes in overpopulation control areas and growth-management
control areas. In the case of areas that are not part of industrial complexes, high-tech
industry businesses, which have a low concentration of population due to its automated
factory systems, were permitted to increase their existing factory expansion. In addition,
in order to vitalize the local economy, the Incheon Free Economic Zone located in the
Seoul metropolitan area was converted from an overpopulation control area to a growth
management control area. Meanwhile, public corporations were allowed to build new
offices within the metropolitan area.
In addition, in the environmental conservation control areas where pollution regulation
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control was in effect, business activities were supported by allowing the construction of
large-scale buildings and training facilities, permitting the creation of tourist attractions
and an urban area development plan, and abolishing limits on the size of offices and
warehouses.
Effects
As Seoul Metropolitan Area Regulations were reasonably modified, investments from
companies that were permitted to expand their existing factories have been rapidly increasing.
According to a study by Gyeonggi-do province conducted in October 2012, 256 companies in
the metropolitan area invested a total of approximately US $6.4 billion and created 24,276
new jobs.
A plan to return the profits generated from the Seoul Metropolitan Area Regulation
modification to the local regions was also put forward. A Regional Mutual Development Fund
was created in 2010, which will raise US $28 million per year from the portion of the local
consumer tax that is allocated to the metropolitan area for 10 years, generating a total of US
$2.8 billion. This is to encourage investment in the non-metropolitan local governments.

Rationalization of Regulations in the Seoul
Metropolitan Area
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Example: Abolishment of Regulations Against Constructing or Expanding
Factories in Metropolitan Industrial Complexes
Before
Control the scale of factory expansion according to the type of industry for
industrial complexes within Seoul Metropolitan Overpopulation Control Areas
and Growth Management Control Areas.
After
No limit on the scale of factory expansion, regardless of industry, for industrial
complexes within Seoul Metropolitan Overpopulation Control Areas and Growth
Management Control Areas.

Division of Metropolitan area according to Readjustment Plan

Growth Management Control Area

Environmental Conservation Control Area
Overpopulation Control Area

■ Overpopulation Control Area
■ Growth Management Control Area
■ Environmental Conservation Control Area

Growth Management Control Area

What is the Seoul Metropolitan Area Readjustment Plan?
This details the schema for the overall planning and execution of readjusting the
Metropolitan area, thereby adequately arranging population and industries that are
excessively concentrated in the metropolitan area. It is a plan to readjust the metropolitan
area and balance development. The metropolitan area is divided as follows:
Overpopulation Control Area: An area where population and industries are too concentrated
or have the potential to become so and, therefore, need to be moved or readjusted.
Growth Management Control Area: An area that intentionally attracts people from the
overpopulation control areas and needs to adequately manage its industry conditions
and urban development.
Environmental Conservation Control Area: An area in which the natural environment
needs to be conserved (ecosystem, water quality of the Han River, green belt)
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“Regulatory reform is the best way to increase investment and jobs
without spending any money. With thorough, on-the-spot inspections, I
will endeavor to alleviate the regulations that are preventing investments
as soon as possible. I will aggressively abolish any regulations that are
outdated or do not fit the global standard.”
- President Lee Myung-bak, Opening Session Speech for the18th National
Assembly (July 11, 2008)

Complex/Multifunctional Regulations related to Land Usage
In order to prevent reckless development induced by industrialization and urbanization
since the 1960s and to develop and sustain land in a balanced manner, the Korean
government imposed and expanded numerous regulations on land use. Based on the
National Land Planning Law, a total of 421 regions/districts were designated and
operated under 116 individual laws. The designated usage of those regions ranges from
housing, traffic, environment, agriculture, forestry, tourism, etc.
However, the control-oriented complex land use regulation created accumulated
inconveniences to residents’ and businesses activities, and the Lee Myung-bak
administration concluded that it would be urgent to review and readjust the various
land-related regulations on the perspective of the residents and companies.
Change to Simple and Transparent Land Usage System
The Lee Myung-bak Administration has set up the following efficient land usage plan to
resolve inconveniences and difficulties for the residents and businesses:
Before
Complicated, Overlapped, Conflicting Usage of Region
Centralized City Planning System
Strict & Siloed Land Supply System between Different Fields
After
Simple, Coinciding, Transparent Usage of Region
Region- Decentralized & Integrated City Planning
Flexible Land Supply System
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For this purpose, the Lee Myung-bak administration announced “Ways to Efficient
Land Use for Strengthening National Competitiveness” on October 30, 2008. It included
methods to merge zoning districts with similar purposes such as the preservation of
the ecosystem, preservation of the forest, preservation of cultural assets, etc. It merged
several restricted district concepts that had similar missions like securing a safe water
source and improving water quality, and has also merged four district concepts with
overlapping regulations into 1 district concept.
Such efforts of the government resulted in a reduction of zoning districts from 421 in
2008 to 318 in 2012. Therefore, the land usage system has become simpler and more
transparent, enabling the easier establishment of a business plan and the exercise of
citizens’ property rights. This is also expected to reduce the amount of time needed for
administration processes for land development.
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Chapter 3
Creating a Fair Competition Environment and
Mutual Groundwork for Large, Medium, and Small
Enterprises

Relaxation of
Competitionrestricting Market
Entry Regulations

“Government will also eliminate outdated regulations and strive to
lower the entrance barriers.”
- Congratulatory Remarks of President Lee Myung-bak at the 49th Trade Day
Commemoration Ceremony (December 5, 2012)

Background
Entrance regulation refers to prior regulation that restricts the right to enter and engage
in businesses in a specific industry or field. Because this discourages business initiation
in the first place, this is an onerous regulation from the perspective of businesses.
Accordingly, the Lee Myung-bak administration, for the recovery of our economy’s
potential growth rate, prioritized the readjustment of entry regulations in different fields
of the economy. Therefore, the government decided to focus on the creation of jobs and
economic recovery starting in 2009, and with the Fair Trade Commission as a driving
engine, it has decided to identify and readjust entry regulations that do not meet global
standards.
Improvements
Some government regulations are maintained as normal practices even after their
purpose has been accomplished. Also, there are cases where its practical regulation
effect has disappeared or the principle of competition has been violated because
of excessive market entry restrictions despite technological improvements or better
operations management.
The Lee Myung-bak administration has reformed anti-competitive regulations in
different fields of the economy and strove for deregulation to eliminate monopolies
and initiate competition. It began implementing 26 reforms in 2009, 20 in 2010, and
19 in 2011 as priority tasks for the entry regulation. In 2012, it examined prior tasks for
improvement and confirmed 20 more regulation improvement tasks.
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Basic Direction

Improvement tasks

Reduction of Public Monopoly
Area
(19 tasks)

Expansion of LNG station operator coverage, Improvement of
Monopoly Structure of Housing Warranty Market, Opening
of Post Office’s Credit Card Delivery Operations to the Private
Sector, etc.

Improvement of Unreasonable
Entry Requirement and Longterm Monopoly Structure
(27 tasks)

Increase of designated Liquor Tax Cork Manufacturers,
Improvement of Pilot Entry Regulation, Improvement of
Bulk Handling Shipper’s Entry Regulation, Free Trade Zone
Residence Requirement Improvement, Improveming the
Registration Standard of Vehicle Rental Businesses, etc.

Improvement of Service Sector
Which is Closely Related to
Citizen’s Life
(19 tasks)

Permission for Sale of Non-prescription Medicine in Stores
other than Pharmacies, Permission of Vehicle Rental
Franchise Business, Improveming the designation system
for Travel Agencies That Have Exclusive Rights to Chinese
Tourist Groups

Effects
Economic Effect of Relaxation of Entry Regulations
Free Entry
Encouragement of
Business Establishment

Competition Initiation
Creation of Jobs

Improved Productivity

Improved National
Competitiveness

The Lee Myung-bak administration has eliminated or relieved excessive entry
requirements in various fields such as the petroleum-LPG importing business, free trade
zone residence requirement, air transportation business, and shipping business. This
enhanced the participation of private enterprises and facilitated new market entry.
Both of which lead to an improved level of customer service through competition. In
some markets, new businesses’ entry led to actual change in the competition structure,
demonstrating visible effects. According to the Korea Institute for Industrial Economics
and Trade (KIET), when entry regulation reduces by 10%, 75,000 jobs are created, which
is expected to greatly affect the economy.

049

Regulatory Reform
for SMEs, Small
Merchants, and
Industrialists

Regulatory Reform: How we did it

Beyond the Crisis

“Small merchants and industrialists are the blood vessels of our
economy, accounting for more than 88% of all businesses… The
government will aid you in every way possible for your efforts to bear fruit.”
- Congratulatory remarks of President Lee Myung-bak, 2009 National Meeting
for Small Merchants and Industrialists (September 10, 2008)

Reduction of the operation burden of SMEs and small merchants and industrialists
The Korean government has created measures to improve the business environment by
identifying ‘small but important’ regulations for small-scale private business operators
who own restaurants and public baths.
For example, small rice-cake shops were not able to purchase processed rice, which is
cheaper than regular rice. This was because of a regulation stipulating that only stores
that had a manufacturing area of more than 33m² are eligible to buy processed rice.
By relieving this regulation, approximately 5,400 small rice cake stores sized between
16.5m² and 33m² benefited from this action. This was equivalent to 32% of all existing
rice cake shops.
Moreover, permission for the use of a karaoke machine in regular restaurants, the
rationalizing of stores’ recyclable empty bottle collection commission, and reduction of
duration for public bath gas rate deposits were all reformed to improve the business
regulation on the small merchants and industrialists.
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Operation of the Ombudsman Policy, which listens to the difficulties of SMEs.
In order to reflect the opinion of the SMEs, which have relatively smaller voices, the
government allowed for a permanent regulatory reform by setting up an Ombudsman
Office for SMEs.
Since its inception, the Ombudsman Office for SMEs has registered 3,634 cases of
difficulties and dealt with 3,338 of those cases. Among them, after hearing that the
mandatory usage of accredited certificates was a barrier for active electronic banking,
the related regulation was reformed to enable small transactions of less than US $282
through smart phones without accredited certificates. Such reform has enabled the
related SMEs to reduce costs by US $250 million annually, which has been used to
apply for the application for the accredited certificate.

Example: Operation of SMEs Ombudsman Policy
Before
Regulatory Reform has been pursued under the supervision of the
government in a top-down approach, making it relatively difficult for the
SME’s concerns to be reflected.
After
The government has found unreasonable regulations in between private
and public areas and by considering their difficulties, it has suggested the
regulatory reform in related institutions which provided for a communication
channel for regulatory reform.
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“Before businesses and SMEs blame each other, if they change
their mindset to have a positive attitude toward each other, it will lead
to better results and this will be a cornerstone for a new business culture.
I hope they build lasting relationships based on trust and a positive evaluation
of each other.”
- Closing remarks of President Lee Myung-bak at the 72nd National Meeting for
Economic Response

Restricting indiscriminate expansion of conglomerates by
designating SME-appropriate industries
Background
According to data from 2010, SMEs account for 99.9% of all industries in Korea and
86.8% of all employment, with 3.12 million businesses and 12.26 million employees.
For SMEs’ stable operation and growth, which will contribute to household and
economic development, a policy for protecting and promoting them is needed. However,
decreased demand from the global financial crisis and conglomerates’ indiscriminate
market entry has threatened the operations of SMEs.
Accordingly, the Lee Myung-bak administration made “Plans for the Mutual Growth
of Large, Small and Medium Businesses” in an effort to relieve difficulties that SMEs
might face. In this regard, the system of “SME-Appropriate Industries” has temporarily
(for three years) restricted the entrance of conglomerates in sectors in which SMEs can
remain competitive in order to protect the business domains of the SMEs.
Improvements
The system of ‘SME-Appropriate Industries’ is either restricting the entrance of the
conglomerate or recommending a reduction of or transfer in businesses where the
conglomerates have already entered if the field is considered to be more efficient for
SMEs than for conglomerates. When there is an application from an SME, there is a
review of the market size, number of SMEs, appropriateness of SMEs, and consumer
satisfaction. The industries are selected through the discussions of the National
Commission for Corporate Partnership, but if the Commission does not reach a consensus,
it requests the mediation from the Small and Medium Business Administration.
In the case of selected industries, if a conglomerate has not entered the market yet its
entry is restrained, and if a conglomerate has already entered the market, a restriction
on expansion, business reduction, or a business transfer are recommended based on
consideration of the market size, number of SMEs in the given market, minimum efficiency
scale, and consumer satisfaction. Also, to keep track of the progress, the Appropriate
Industries Reporting Center has been set up and together with related institutions such
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as the Korea Federation of Small and Medium Business and the Federation of Korean
Industries monitors developments.
While the basic principle for the regulation of SME Appropriate Industries is voluntary, if
there is any violation after monitoring the compliance, a correction is recommended and
such results are publicized so the public can be aware of the fact. As for the SMEs that
deal in products related to appropriate industries, self-help methods such as operation
rationalization are induced for enhanced competitiveness and ultimately for selfassistance.
Effects
As of the end of December 2012, 82 SME-appropriate industries have been set with a focus
on manufacturing businesses, such as laundry soap.
Specifically, four sectors including tailor’s shops or cooling towers have been recommended
for entry restraint; 42 sectors including tofu and ready-mixed concrete have been
recommended for expansion restraint; 34 sectors including kimchi and antifreeze have been
recommended for business reduction; and two sectors including laundry soap and insulated
wire have been recommended for business transfer.
In addition, there has recently been a review for the expansion of SME-appropriate
industries to include subsistence service industries such as restaurants. Designating
appropriate industries protects the SME’s market, which is otherwise subject to challenges
from indiscriminate market entry by conglomerates. Also, because voluntary implementation
is the principle of this action, it plays a pivotal role in relieving the conflict between large
businesses and SMEs and in contributing to mutual growth by reasonably dividing roles
between them.
Currently Selected SME Appropriate Industries (December 2012)
Total (82)
Sector

Business transfer
(2)
Laundry soap,
Insulated wire

Business
reduction (34)
Renewable tire,
Antifreeze, LED
lamp, DVR, etc.

Expansion
restraint (42)
Ready-mixed
concrete,
Quicklime,
Vehicle black
box, etc.

Entry restraint (4)
Tailor’s shop,
Cooling tower,
Zinc dust, Other
plastic package
container
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Before
Inefficient regulation for conglomerate’s indiscriminate market entry
After
Recommending conglomerates hand over their businesses designated as SMEappropriate industries
Ex) When a conglomerate signs a supply contract with another conglomerate
for products that belong to the ‘expansion restraint’ sector of another
conglomerate ▶▶ Recommending the cancellation of the contract
Ex) In the case that a conglomerate supplies expansion restraint sector products
as an OEM through its affiliated company ▶▶ Encouraging contracts between
a conglomerate and a SME by recommending compliance with the program

Mutual Growth of Conglomerates and SMEs is promoted through
the calculation and announcement of Win-Win Index
A Win-Win Index is a quantified index for evaluating businesses in terms of a shared business
outcome, cooperation with SMEs, and compliance with subcontract legislation. This is
regularly calculated and announced to promote mutual growth between conglomerates and
SMEs and is calculated by adding up the National Commission for Corporate Partnership’s
calculation of the sentiment index for mutual growth and the Fair Trade Commission’s
evaluation of the outcome of the fair trade and mutual growth agreement.
Target businesses are drawn from the top 250 sales businesses. These firms have large
ripple effects on mutual growth based on their industry characteristics, cooperative
relationships with SMEs, and other ripple effects. In 2013, 74 businesses are expected to
be selected for the evaluation. (56 Businesses were evaluated in 2012)
According to the result of evaluation, enterprises with outstanding performance will
be given an advantage in public procurement participation and will be exempt from
subcontract review in documents.
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Example: Mutual growth between conglomerates and SMEs through the
announcement of Win-Win Index
Before
Absence of mechanism for mutual growth between conglomerates and
SMEs
After
Evaluation of mutual growth rate · Announcement of the result and voluntary
correction leading to cooperation between conglomerates and SMEs

Mutual Growth of Conglomerates and SMEs
is promoted through the calculation and
announcement of Win-Win Index
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“Improve the credit card commission system so that the legislative
intent of protecting small merchants can be well reflected.”
- President Lee Myung-bak’s, Cabinet meeting (March 13, 2012)

Reduction of Credit Card Commissions on Small and Medium
Affiliates
Introduction of a Rational Credit Card Commission Charging System
Previously the credit card commission was based charges on an unreasonable industrial
classification system first introduced in 1978. Since then there have been numerous
controversies over the commission’s appropriateness and fairness.
The introduction of a rational credit card commission charging system that suggests
a specific standard in which the credit card company can charge a different fee and
offer different benefits to different member stores based on objective data has brought
fairness to the commission system for the first time in 35 years.
Prevention of Large affiliates’ Unfair Practices
Credit card commissions for large affiliates have been lowered due to their superior
bargaining power, while minor member stores have been charged with higher
commissions, which highlighted the appropriateness and fairness problem of credit card
commissions between affiliates. In the case of small and medium member stores, as
credit card usage has become more common, their discontent with the unfair practice
has even been expressed through collective action. It was because the unfair practice
has resulted in the increased burden of credit card commissions on smaller member
affiliates and the widening gap in credit card commission rates between smaller and
larger affiliates.
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Reforms eliminated several unfair practices of large affiliates, such as requiring an
unreasonably low commission and abusing their bargaining power by demanding other
financial benefits from credit card companies when they could not otherwise lower
their commission fees. The net effect of these practices was that large affiliates paid a
lower commission.

Application
of Preferential Commissions on Small and Medium Credit Card
Affiliates
As the discontent of small and medium affiliates over credit card commissions rose,
the credit card businesses have voluntarily selected small and medium affiliates and
have applied preferential commissions on them since August 2007. Small and medium
affiliates, as voluntarily defined by credit card companies, originally included stores with
less than US $45,000 in annual sales, but they have been extended to those with less
than US $180,000 in annual sales. Also, the commission rate has been lowered from
about 2.0% to 1.5%.
The Korean government made the application of preferential commissions for small and
medium credit card affiliates compulsory along with the introduction of a reasonable
commission system to reduce the burden of inflated commissions on small and
medium affiliates. Small and medium affiliates were defined as having annual sales
of US $180,000 or less so that most ordinary businesses could be included and the
preferential commission was set within 80% of the previous year’s average credit card
commission.
Example: Application of Preferential Commissions on Small and Medium Credit
Card Affiliates
Before
The increasing use of credit cards, which are a payment method that result
in high fees, led to discontent among small and medium enterprises over the
commissions paid to credit card companies.
After
As commissions fall in most sectors, including restaurants, convenience
stores, and opticians shops, the impact of commission on small and medium
credit card affiliates is reduced as well.

057

Prevention of
Irregular Inheritance
and Gifts by Taxing
Work Funneling and
Protecting SMEs

Regulatory Reform: How we did it

Beyond the Crisis

“A win-win strategy for conglomerates and SMEs is a specific action
plan for a just society.”
- APEC video message (October 28, 2011)

Establishing a Win-Win Environment by Creating a fair
Competition Environment
SMEs are important to the national economy. They are the building blocks of industries,
and play an indispensable role in the job creation. To support them, the government has
rationalized related regulations by readjusting unbalanced systems and reforming the
less advanced business practices to raise not only the companies’ but also the nation’s
competitiveness.
Strengthening Regulations on Unfair Inside Transactions by Conglomerates
An example of unreasonable and unfair business practices comes from unfair inside
transactions such as funneling work to subsidiaries. Others, like the ordering of products
or services between conglomerates’ subsidiaries, create as an entry barrier even when
the SMEs in the same field have adequate competitiveness. To fix this , the government
has accounted for the benefit of unfair inside transactions, such as the funneling of
work, as a gift and therefore charged a gift tax to major stockholders of the enterprise
that received the work. This enabled the gap between the conglomerates and the SMEs
to narrow and the benefit of growth to be equally shared.
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Turning Point in the Eradiation of Unfair Subcontract Practices
Several parties indicated that in order to achieve a win-win situation between
conglomerates and SMEs, conglomerates’ unfair economic status relative to SMEs should
be changed and a balanced relationship between the two should be reestablished. This
was a major impediment to mutual growth. Therefore, the government adjusted and added
to original policies, which would set up voluntary business practices and complement the
bargaining power of the SMEs, which are relatively inferior to the conglomerates.
First of all, by having the associations negotiate with the conglomerate instead of individual
SMEs for the supply unit cost, SMEs received assistance in obtaining the proper cost in a
fair environment. In addition, in order to prevent technology extortion by the conglomerates,
the government included in the subcontract legislation clause the prevention of the
conglomerates to demand the SME’s technology documents without proper reasons. The
regulation was strengthened so that if the conglomerates misused the SME’s technology,
they would have to compensate them for up to three times the amount of damages.
Example: Improvement of Unfair Subcontract Practices
Before
Unreasonable and unfair contracts between conglomerates and SMEs were
common and the imbalance between them had been intensified.
After
The safety net for SMEs has been created and a contribution to mutual
growth and a just society has been made.

Establishing a Win-Win Environment by Creating a
fair Competition Environment
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“Korea’s national status has been raised to global levels and,
therefore, national standards and certification systems have to be
developed accordingly. A standard certification system has to start from
a zero-base and be reformed in a revolutionary method by only reintroducing
necessary ones.”
- President Lee Myung-bak at the Presidential Council on National
Competitiveness (July 13, 2012)

Reducing time and cost in individual certification systems by
eliminating overlap
The testing and certification system was different across ministries, and similar
redundant ones kept being created, which added to the mounting burden of complicated
and overlapping certification systems. In order to resolve this problem, the government
reformed 168 cases of certification systems. Of 134 products that had overlapping
KS (Korean Industrial Standards) and KC (Korea Certification), such as LED lamps, it
allowed for the test result from one certification to be valid in the other certification.
As a result, the cost of testing the product has been reduced from an average of US
$2,116 to US $865, and the number of days for testing products has been reduced from
an average of 49 days to 22 days. Also, the examination period for test certification has
been shortened and the documentation burden has been reduced as well.
Until the 1980s, the KS certification represented the best quality, but recently it has
been a burden on businesses, and so its factory examination period has been reduced
from two days to one and the cost of examining the product in the factory has been
reduced by 36%. Also, the operation managers training obligation has been eliminated,
halving the cost, and outsourcing the management of test and examination equipment
has been permitted. Frequent requirements of the official score report had resulted
in redundant official examinations at additional cost. However, the validity of an
examination was extended to more than one year, removing unnecessary procedural
burdens on enterprises.
Through this reform of the certification system, 8,200 SMEs are expected to see US
$110 million of direct cost reduction and, through the reduction of certification days and
more sales, the expected effect of the reform amounts to US $400 million.
Example: Improvement of LED lamps’ overlapping examinations
Product

Before (Examination Criteria)
Duration (days)
120

After (Expected Effect)

Cost
US $2,671



Duration (days)

Cost

100

US $1,140
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Creation of a System to Solve Standard/			
Certifications Overlapping Problem
The responsibility of the KS’s development and operation, which was exclusively
under the supervision of the Korean Agency for Technology and Standards has been
distributed to related ministries according to their fields, which enables technology
standards to harmonize with those of individual ministries and conform with
international standards. In addition, when each minister adopts a new technology
standard or certification system, they will check whether it overlaps with any preexisting standards or policies.
The government readjusted the public procurement certification incentive system
which had caused excessive certification demand, by reducing the stages of the
current certification system from five to three, giving certification scores to series
models when a basic model is a certified product and exempting repeated submissions
of a score report for the certified product. This reform has reduced costs of by US
$11,000 (a 30% reduction) and has cut 20 days of entry period of related businesses
into the public procurement market, which will benefit the competitiveness of about
4,600 businesses.
Example: Improving the Certification Incentive System of the Public Procurement
Before
Five-stage certification classification system, modification products had
to get a separate certification, repeated submissions of score reports for
certified products
After
Three-stage certification system, giving certification scores to series models
according to a basic model, the exemption of repeated submissions of score
reports for certified products
▶
▶ Reduction of US $11,000 (30% reduction) in cost and a cut by 20 days
of the market entry period for about 4,600 businesses in the public
procurement market

In addition, major countries’ recent trends in regulations related to testing and
certification will swiftly be acquired and provided for consumers, such as export
companies and the consulting industry. Also, a support group against TBT (Technical
Barriers to Trade) will provide exports companies consultations for foreign testing and
certification regulations. Also, export companies will be supported, and the testing and
certification industry will grow through the development of experts in the domestic
testing and certification industry and the common use of testing facilities.
Moreover, in order to establish a standard/certification infrastructure with the
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goal of becoming a powerful nation in the knowledge industry, Korea will carry out
international standardization and R&D at the same time in the fields of high speed
technological advancement, for example in the IT sector. To support the private
sector’s standard/certification activities, individuals’ and institutions’ standardization
performance will be included in the performance of R&D.

Improvement of Duplicated National Standard and
Certification Systems
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Chapter 4
Alleviating the Public Burden and Promoting
Convenience in Daily Life

Strengthening
Welfare Support for
the Working Classes
and the Vulnerable

“We understand that protecting the vulnerable and increasing
the middle class is the way of true national integration. Actually,
approximately 70% of the Lee government-led tax reduction is benefiting
working Classes and middle and small sized corporations.”
- The 17th radio and internet-based speech of President Lee Myung-bak (June 15, 2009)

Making real livelihood welfare that people can feel.
For the vulnerable, living a healthy life in a stable home with their own money and
without worry about taxes or medical bills is a real concern and a lifelong dream. The
Lee administration has been implementing policies to both improve the system and
correct errors in the field to protect the vulnerable, not just alleviate regulations.
First, the government expanded the coverage of the national health insurance, which
plays a crucial role in health care management of the people, and improved insurance
to lower the burden on the public. In the case of severely burned patients, the co-pay of
20% for hospitalization and 30%~60% for outpatient clinics was reduced to only 5% of
the total sum of treatment benefit. For cancer, the co-pay was reduced from 10% to 5%,
and in cases of rare incurable diseases, from 20% to 10%. In cases of MRI diagnosis of
spines and joint diseases, health insurance became applicable, and insurance coverage
for pregnancy and childbirth have been gradually expanded from US $188 per person to
US $470 since April 2012.
The government also relaxed the eligibility requirements for disability benefits and the
recipients of national basic livelihood security (which guarantees a basic livelihood to
poor people by providing supports). Starting from July 1, 2010, it has excluded pension
payments for the disabled from the income calculation of the national basic livelihood
security recipients, and raised the deduction rate of earned income of the disabled
who participate in the self-sufficiency programs from 30% to 50%. In July 2010, the
government revised the enforcement rule of the National Health Insurance Act and
made retroactive applications possible for insurance payments to purchase related
devices before registering as a disabled person, in order to alleviate the economic
burden of the disabled. Moreover, it extended insurance coverage for electric scooters
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and wheelchairs to patients with heart lesions and respiratory disorders, where they
previously only applied to brain lesions and physical disabilities. Also batteries, as a
consumable good, are included on the payment list.
Example: Retroactive application of insurance payment before registration as a
disabled person
Before
Benefit for devices for the disabled can only received at the time of purchase,
if the applicable person has been recognized as disabled, and he or she can
be recognized within six months of diagnosis of the disease. Even though the
person has been recognized as disabled, there was no reimbursement for the
devices purchased before such recognition.
After
The system was improved so that the devices purchased before recognition
of disability can receive retroactive benefits after being recognized as
disabled.

Since September 2010, the government has been promoting a plan to extend the
enrollment of temporary workers in the national pension. Temporary workers who
work 60~80 hours a month had previously not been eligible for the workplace based
pension plan in which employees and employers make matching contributions. Without
matching, employees are self-insured and must pay entirely on their own.
In response, the government has modified eligibility rules so that temporary workers
with 60~80 working hours a month could join the workplace based pension plan.
Affected workers include part-time lecturers who work for more than three months in a
row and employees who work with the approval of business owners regardless of their
working hours. This has resulted in 56,000 workers newly applying as workplace based
insured persons who now receive an equal match of their contribution from business
owners, for four months from September to December 2010, alleviating the burden of
pension contributions.
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Example: Reforming the qualifications for a workplace based insured person
Before
Only persons who work more than 80 hours a month were eligible as
workplace insured persons.
After
Workers who work more than 60 hours a month are eligible for workplace
based pension plan. Even for those working less than 60 hours a month, a
person has worked for more than 3 months in a row, like part-time university
lecturers or ‘people with the approval of their employer regardless of working
hour’ can be qualified as workplace based insured persons.

Other major reforms for the vulnerable are the following:
Expanding eligibility for the national basic livelihood security
through the relaxation of income/property criteria
Introducing the special housing supply system for newlyweds
Granting qualification for ‘the homes for workers program’ to workers of
businesses with fewer than five employees
Expanding eligibility for the employee health insurance and workplace based
pension plan for temporary workers and part-timers
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“The reason why administration agencies and public institutions
exist is to provide the best public service to citizens. We should transfer
what the market can do best to the market, while the government operates
the infrastructure that is fundamental to the living of citizens, reforming public
service as a working public institution.’’
- President Lee Myung-bak at the 17th Transmission Committee (2008)

Reorganizing the Certificate of Seal Impression System Following
the Global Standard.
South Korea’s certificate of seal impression system was introduced as a rule in 1914,
in the era of Japanese colonization, and was settled as the current policy in 1961,
continuing as such until now. The certificate of seal impression is a document proving
that the seal is the same as the one registered in the administrative agency. This policy
has been utilized for citizens’ property rights due to its low cost and simple process in
Korea where notarization is not commonplace. However, using the certificate of seal
impression does represent an inconvenience, undermining the utility of the system. To
align the system with global standards, the government has composed a ‘governmentwide task force’ for seal impression improvement’ and actively pushed forward the
reorganization.
For the first step, the government abolished 60% of the central government’s civil affairs
requiring the certificate of seal impression (125 out of 209 cases), easing inconvenience
on the public. As a result, people do not have to turn in a certificate of seal impression
to administrative agencies, except for cases involving real estate, transfer of claim,
and notarization-related matters. As most of the matters requiring the submission
of the certificate of seal impression, excluding disposition of major property, such as
real property, have been abolished and social/economic expenses have been reduced
while increasing the convenience of the people. In turn, the government has created
an alternative measure as a second step. The government has introduced the ‘personal
signature confirmation document’ policy and electronic personal signature confirmation
system that a person can apply for on their own online. If those systems prove to be
suitable alternatives, the government is planning to make a final decision regarding
the abolishment of the certificate of seal impression system, after going through
discussions with parliament and surveying public opinion.
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Expansion of Online Administrative Services
Background
High Cost of Handling Civil Affairs Cases
In Korea, administrative agencies handled approximately 5,000 kinds of civil affairs as
of January 2009. With the establishment of “e-government”, applications for 1,000
of them have been available online, but only 188 kinds of documents can currently
be issued online. Even among those documents that are available for issuance and
application online, there have been several cases in which the applicant has had to
print the document on paper and visit the administrative agency in person to submit it.
Social and economic costs due to this were significant as well. Records show that
many individuals and corporations must visit public agencies an average of 74.9 times
annually to issue and submit various types of documents.
The Necessity of Improving Civil Affairs Service
In March 2009, the government developed plans for the advancement of civil affairs
services with the goal of ‘improving the civil service system for citizens’ convenience.’
With the vision of building a world-class online civil service system, the government
plans to advance the system through the simplification of civil affairs processes and
required documents, improving governance, readjusting the legal system, and reducing
overlapping documents and integrating similar cases, and at the same time enabling
almost every possible civil affair to be handled online.
Improvements
Providing Online civil Affairs Service
In December 2009, the government completed the advancement of civil affairs service
and presented the results. It reduced the number of civil affairs processes and required
documents for nearly every civil affair before making it available online, resulting in the
simplification. It has become possible to remove 3,020 kinds of documents out of 5,000,
or 61%, and 1,208 types can be issued online. In particular, civil affairs in 20 areas that
are directly related to people’s lives such as moving, employment, and real estate, have
become available to be handled all at once through ‘Civil affairs 24,’ eliminating the
inconvenience of visiting many administrative agencies.
Providing Service for the Vulnerable and Foreigners
The government has also pushed forward plans to restore the fairness of service through
improvements in service for the vulnerable at the same time. First, for the disabled,
it has strengthened the search and registration functions through software (widget),
voice information, and keyboard, and introduced a helper program for the disabled so
that people can find civil affairs related to the welfare of the disabled and other useful
information. For foreigners and multicultural families, the reforms provide the 15 most
frequently used civil affairs such as applying for a passport, birth registration, and alien
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registration in five languages (English, Japanese, Chinese, Thai, Vietnamese), foreigners
who are not familiar with Korean could easily use the civil affairs services.
Moreover, with the increasing popularity of smartphones, 10 types of civil affairs that do
not require personal identification procedures including identification card confirmation,
building registration browsing and viewing building history abstracts , are now available
through smart phones.
* Civil Affairs 24: An online system that makes public documents that the public needs
in on a daily basis available online.

Effects
Through the efforts of the government to reduce civil affairs, such as expanding the
online issuance of civil affairs documents, and enabling major civil affairs documents
to be confirmed and sharing them inside the administrative agencies, the number of
civil affairs submitted in 2010 has fallen sharply by more than 100 million cases. In late
2010, online civil affairs applications were 260 million, which accounts for about 50%
of total civil service applications, for the first time exceeding the 240 million in person
cases in which the applicants visited the civil affairs office.
‘Civil Affairs 24,’ which is an online civil affairs system for all the people, has added
more than 10 million members since it was launched in October 2002, with an average
of 22 million hits every day, for a total of 440 million known to have used the system.
The most frequently used civil service is the resident registration, with the issuance
of 13 million cases annually, and 520 thousand cases of online moving-in notification,
with expected total effects of reducing social and economic costs in terms of visiting
administrative agencies (US $ 56.4 million annually) and reducing carbon emissions (68
thousand tons annually).
Expected annual average reduction of administrative costs through the use of
online services
Annual average reduction in
administrative costs

US $ 642 billion

US $ 481.5 billion

US $ 561.8 billion

US $ 401.3 billion

25%

30%

35%

40%
Usage of
online services
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Rationalizing Regulation to Protect Military Installations to
benefit the Local Economy and Population
Korea has continually been a divided country since World War II. Because of this,
Korea’s military facilities take up 9.1% of the whole territory, which is 9 billion and
110 million㎡(as of late 2009). Due to problems caused by the management of military
installations, the rights of the people living in their vicinities are infringed upon and their
property rights are limited, increasing the discomfort of the residents.
Accordingly, in October 2009, the government rationalized the regulation system
of military installation protection zones and proposed ‘Effective measures for the
management and transfer of military installations’ to reorganize the facilities and
transfer them at the right time. It also improved the ‘criteria for designating military
protection zones’ so that a protection zone could be designated in a locations of most
dire need, and decided to regularly conduct propriety evaluations regarding the scope
of the protection zone and regulation levels, as well as to strengthen the fairness of
evaluation procedures. Moreover, sports facilities could be built inside the protection
zones, including at dumps. Also, other improvements were made in coming up with
rational criteria for consultation with the local authority and residents considering the
characteristics of the residential area and military installations, strengthening the local
government’s power in approving development projects and the discretionary exemption
of property taxes on the lands inside the protection zones.
Example: Relaxing the limit on building heights in the flight safety zone
Before
Uniform limitation on buildings over 45 meters, not considering local
differences
After
Differentiation of limitation on building heights reflecting the local conditions
such as geological features
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‘’The service industry is crucial in creating jobs for young people,
and among those, tourism and leisure industries are future industries
that create a huge amount of jobs. Thus, the tourism industry is not just
simple tourism, but it has great significance’’
- President Lee Myung-bak in an emergency economy meeting and a national
employment strategy meeting (July 15, 2010)

Vitalization of tourism industry with private investment through
regulatory reforms
The tourism industry is one of the most representative of the higher value-added service
industries that are crucial in producing jobs and obtaining foreign currency. The Lee
Myung-bak administration recognized the importance of the tourism industry early on,
and has put great efforts into making policies that can achieve the goals of job creation
and obtaining foreign currency. The government realized that regulations related to the
tourism industry work as obstacles of industrial development and tried to find a way to
improve this. As a result, in 2008, the Lee administration established the proposal for
‘Strengthening the Competitiveness of the Tourism Industry’ focusing on deregulation
and tax supports.
In 2009, it simplified administrative procedures related to tourism development such as
skipping the approval procedure for the designation of a tourism complex, which took
eight months and reducing the two-step environmental evaluation procedure to one
step. Thus, the time required for tourism development, which originally took an average
of 37 months was reduced by more than two years. Moreover, the criteria for the
minimal area necessary for the approval of a tourism complex was eased from a million
㎡ to 500,000㎡, and provided national land temporarily at low interest rates in order to
attract more investment in tourism development.
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Example: Shortening the development period for tourism complex
Before
Approval procedure for changing zoning plans before applying for the
tourism complex designation (Previously took about eight months)
Two-step environmental evaluation procedures for designating the tourism
complex status
▶
▶ Takes an average of 37 months
After
Skips the approval procedure for changing zoning plans before applying for
the tourism complex designation
Reduces the two step environmental evaluation procedures for designating
the tourism complex status to one step
▶
▶ Takes an average of 10~13 months

Also, the Korean government implemented regulatory reform on sports facilities in
order to create more jobs and stimulate the local economy. By relieving the criteria
for constructing sports facilities and golf course accommodations and expanding and
building profit-oriented facilities inside of stadiums, these reforms have triggered more
than US $25 billion of private investment. Also, the government relaxed the criteria for
building golf courses, while building extra golf courses and lowering the cost, achieving
the goal of the popularization of golf.
Along with this, it improved the criteria for the small sized physical fitness facility
industry, and eliminated the entry barrier of the industry. In 2012, the number of foreign
tourists exceeded 10 million, showing that the tourism industry has risen as one of
the representative industries of Korea. The Lee Myung-bak administration’s regulatory
reforms targeted at the tourism industry have facilitated the development of tourism.
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’Law cannot transcend the change of times in the world’s
environment. There are still numerous laws that are difficult to comply
by, and do not fit into current society. We need you to actively work
to change old laws in order to create a future based on law and order.’’ Congratulatory remarks of President Lee Myung-bak at the 6th Korea Lawyers’
Meeting (August 25, 2008)

Amendment and abolishment of laws that are difficult to comply
with or cause inconvenience to people’s lives
The Lee Myung-bak administration has set a national target of ‘realizing a society
where laws and principles are kept by creating a legal culture based on the people,’
and has put a lot of efforts into improving the laws, with the principle that “Laws that
are difficult to comply with should be made easier.” Among these, administrative rules
have directly affected the lives of the people, discomforted them and burdened the
corporations, even though they are internal regulations of administrative agencies.
Thus, the government modified about 10,000 cases of administrative rules that have
been actual standards of law enforcement, and resulted in improving 1,684 of them.
Among these, 81 cases resulted in economic benefits of up to US $ 9.7 billion.
*Administrative rules: Regular rules that the administration sets up to regulate the
administration internally and do not have the force of law.
Improvements of major administrative rules/procedures
Task

Before

After

Reviewing
administrative
processes related
to cultural assets
investigation

Takes 140 days for surface
survey, results notification, and
excavation approval

Process down to 40 days through
amendments in related laws and
the establishment of the online
system

[Integrated guidelines
for the development
and operation of the
agricultural industrial
complex]

Barrier to the promotion of the
local economy, due to limitations
on the agricultural industrial
complex (industrial complex for
income creation in farming and
fishing villages, 358 sites) to a
maximum 1.66 million㎡

Expansion of the designated
area of the agricultural industrial
complex to the scope of relevant
laws (2 million㎡)
＊ Total 4,148 thousand㎡ of
extra complex is available for
development
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Task

Before

After

[Integrated guidelines
for building a
megalopolis]

Limitation on heights of the
buildings in areas that have
been cleared of development
restrictions based on industry
types
(less than 5 floors for tourism
businesses, less than 7 floors for
distribution complexes)

Promoting development adapted
to local characteristics and
conditions within the scope of the
district unit plan by abolishing the
building height regulation
＊Benefits on 140.7 ㎢ of
development-restricted zone

Efforts to Resolve Even Trivial inconveniences of Citizens
The Lee administration tried to address multiple inconveniences that could burden
citizens. It established a ‘task force for removing inconveniences from citizens’ lives
which investigated tasks for improvement. Ministers reviewed a total of 568 tasks for
improvement, including 93 for the vulnerable, 45 for farmers/fishermen, 150 for small
businesses, and 280 for the common people.
Main achievements on removing inconveniences in people’s lives
Classification

The vulnerable

Farmers/fishermen

Small businesses

Common people

Current situation

Improvement

Registration as disabled persons: Hospital (Diagnosis) ▶▶
Local office ▶▶ Hospital ▶▶
Local office (registration)
Local office
Inconvenient to pay utility bills
Pension paid on 25th of every
because the basic senior pension
month to resolve inconvenience
is paid at the end of the month
Numerous regulations on
Ease regulations based on ‘Public
accommodations and restaurants Health Act’ and
when designating the farming/
fishing experience village status ‘Food Sanitation Act’
Lacks in the awareness of gift
cards for traditional markets
as each local government
individually issues them

Gift cards for traditional markets
integrated into ‘Onnuri’ gift card

Excessive burden of fire
inspections on small businesses

Relief of fire inspections on small
businesses for a year

Imposing administrative
punishment on minor crimes,
leading to an increase in the
number of criminals

Converting 74 administrative
punishments to administrative
fines
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Chapter 5
Preparation for Future Society through
Strengthening the Growth Potential

New Growth Engine
Industries and Green
Growth

“In order to achieve both economic growth and the reduction of
greenhouse gases, we have established and are carrying out a fiveyear green growth plan which invests 2% of annual GDP to green industry,
green technology, and the establishment of green infrastructure. Such an
effort was possible for South Korea because of its appropriate judgment:
turning the society and economy into a low-carbon system itself would be a
driving force to new growth, which creates new industries and more jobs.”
- President Lee Myung-bak’s speech at the United Nations (UN) Climate Change
Conference 2009 in Copenhagen (December 17, 2009)

Regulatory Reform in New Growth Engine Industries
Background
The concept of a new growth engine industry was introduced as an economic
development vision to provide continuous economic and income growth despite the
challenges posed by the global environmental and natural resource crisis and the advent
of the aging era. It was expected to become a source of job creation and industrial
diversification, assuming that the number of businesses in the sector grow continuously.
However, at the same time, it was pointed out that unreasonable regulations abounded
and the stage was not set for this new industry to flourish amid the fast-changing global
economic conditions. Under these circumstances, the Lee Myung-bak administration
intended to do away with such regulations in order to better foster new growth engine
industries.
Improvements
Regulatory Reform of New Growth Industries Prior to Financial Assistance
In May 2009, the Korean government decided to invest US $23 billion into new growth
engine industries for five years, (2009 through 2013) in order to strengthen the future
growth potential and ensure stable growth.
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Considering that new growth engine industries are usually in the stage of technology
development and market development, the regulatory reform was mainly concentrated
in three sectors as follows:
① Sectors which need preemptive measures for technology standards in accordance
with technology development
② Sectors which require policy improvement for development of market and increase of
demand
③ Sectors which act as an impediment to business operators’ investments and operations
In addition, among the 17 different new growth engines, eight sectors in the need of
policy improvement, such as renewable energy, broadcasting and telecommunication
convergence, and green transportation systems, have been selected as priority sectors.

New growth engines: 8 priority sectors in the need of policy
improvement
Renewable Energy, Green Transportation Systems, Broadcasting and
Telecommunication Convergence, Global Education, Bio/Medical Machines,
Conventions/Exhibitions/Tourism, Global Healthcare

Selection of sectors that need prior improvement measures
After approximately 30 expert meetings composed of an experts’ task force in priority
sectors, the Prime Minister’s Office responded to the obstacles businesses face and has
collected a wide range of opinions from economic institutions, such as the Federation
of the Korean Industries, related ministries, and local governments and identified 550
tasks. In October 2009, there was a coordination and consultation process focused on
tasks that were expected to have a positive effect on job creation, and in November
2009, 175 top priority tasks were selected.
Among the 175 tasks, tasks required prior improvement measures for new growth
driving force in each sector were as follows: 53 tasks in the medical sector, 24 in
the broadcasting and telecommunication sector, 14 in MICE (meetings, incentives,
conventions, and exhibitions) and the tourism sector, 16 in green transportation systems,
and 15 in the renewable transportation system.
Suggestion of Direction of Growth Engine Industries on New Technological
Standards
In the case of hydrogen-fueled vehicle stations, it was impossible to build them in the past
because there were no safety regulations in place. As such, the industry was limited to a
station for R&D. In response, safety regulations for hydrogen-fueled vehicle stations were
established, thus providing a foundation for a greater supply of hydrogen-fueled vehicles.
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Standard for establishing hydrogen-fueled vehicle stations and light rail transit
Hydrogen-fueled vehicle station
Before
Absence of safety standard (with Only one exception for R&D stations)
After
Creation of related safety standards (Regardless of its purpose)

Effects
Investment Expansion and Production Increase
Between 2009 and 2011, annual capital expenditures amounted to US $14.1 billion a
year in the private sector, turning new growth engine industries into one of the most
promising investment destinations since the global financial crisis. The combined total
production of the industries reached approximately US $5.268 billion during the three
years and its ratio to GDP increased from 3.8% to 5.8%.
Export Growth and Job Creation
With successful inroads into overseas markets by companies enhancing global
competitiveness in the new gr\tries, the industries’ ratio of total exports increased from
5.0% to 7.3% over the three year period starting from 2009 and its exports almost
doubled to US $40.6 billion. Furthermore, it contributed to the creation of decent jobs
in positions such R&D , which resulted in new jobs for approximately 231,000 people
between 2010 and 2011.

New growth engine policy’s
synergy effect amplified
through regulatory reform

076

Regulatory Reform of the Lee Myung-bak Administration(2008~2013)

New growth engine policy’s synergy effect amplified through
regulatory reform
Selection of regulatory reform tasks in light of SME participation
The purpose of regulatory reform in the new growth engine sector is to responsibly
adjust regulations to spur economic development. The registration standard for
greenhouse gas reduction businesses was limited to a reduction rate of more than 500
tons a year, which made the participation of SMEs difficult. Considering such a difficulty,
the government allowed for a confederation of businesses to apply to be a greenhouse
gas reduction business. Also, the government strengthened its assistance to SMEs by
increasing the number of assistance beneficiaries of small and medium hospitals’ local
emergency medical centers and institutions in vulnerable areas.
Meanwhile, among investment-limited sectors for venture-capital firms, such as real
estate businesses, financial businesses, accommodations, and general restaurants, the
government allowed investment in accommodations and general restaurants, which
laid the groundwork for the establishment of SMEs in multiple sectors.
SME related tasks:
Permission for the application of the confederation of
businesses to be a greenhouse gas reduction business
Before
Impossible to apply as a confederate when applying for a greenhouse gas
reduction business
After
In the case of low-level GHG reduction business, many projects can be
merged. When applied together, assistance to the authentication cost of 3
million won per project will be provided.

Relief of venture-capital firm’s investment restrictions
Before
① Accommodations and Restaurants ② Financial and Insurance businesses
③ Real Estate businesses ④ Ballroom businesses
After
Allows investment in businesses that do not offend the public morals, such
as accommodations and restaurants
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“The government plans to increase the ratio of public servants
with a high-school diploma, discover new jobs in the private sector,
and expand the employment of recommended skilled individuals. I believe
that mutual development begins in a society where people can realize their
dreams with skill and effort. I hope to open a society without discrimination by
educational background where persons with no college diploma can be fairly
treated and achieve.”
- President Lee Myung-bak’s 77th Radio/Internet Speech (October 31, 2011)

Abolishment of Discrimination Based on Academic Background
and Shift Toward Ability-based Society
The Korean government actively pushed regulatory reform on discrimination based on
academic background in order to create a more meritocratic. In July 2010, in respect
to the personnel management of the government and public institutions, the prime
minister’s office decided to abolish or alleviate 287 regulations, or 91% of the 316 that
remain.
104 regulations on job positions, such as the position of a KFDA examinant which
required the candidate to have a bachelor’s degree or higher, were abolished under the
discretion that such job positions do not require expertise, and 91 positions eliminated
academic background regulations.
Furthermore, 40 institutions, including the Korean Film Commission, which gave
different wages according to academic background, abolished the points system for
academic background, eliminating discrimination.
In turn, the private sector is expected to participate voluntarily, further driving the
transition from an academic-based to ability-based society.
Example of Abolishing/Relieving Discrimination Based on Academic
Background
Before
Limited applicants to those who have a 4-year college diploma
Giving extra points to college graduates when calculating pay raises
After
Qualification alleviated to either deletion of academic background regulations
or “above high school diploma”
Abolished extra points for college graduates
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Expansion of Job Welfare through Abolishment of Age
Discrimination Regulations
With the advent of an aging society, flexible labor markets, and so on, the upper age
of employment is gradually rising due to the increase in the demand for re-entry,
individuals having more sophisticated academic credentials, and the increase of youth
unemployment. Despite this trend, age limits for employing public servants still exist,
and have become an obstacle for citizens who want to work in a public office.
In November 2008, the Korean government abolished the age limit for employment
as a public servant and thereby expanded the opportunity of citizens. This led to
various individuals with private sector experience working in the public sector, which
contributed to the development of an open, competitive public office culture.

Business establishment is one of the most important pillars of
the national economy in that it creates jobs and added value for
sustainable economic growth
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‘’We cannot neglect the financial industry, which is lagging behind
in competitiveness when compared to the size of our economy. Instead,
we need to strengthen the function of credit evaluation and monitoring of
asset soundness.’’
-Administrative policy speech of President Lee Myung-bak regarding budget
bills and fund operation plans for 2009 (October 27, 2008)

Relaxing excessively stiff financial industry regulations
Relaxing the separation between industrial and financial capital for increasing
the competitiveness of financial industry
South Korea has separated between industrial and financial capital, so that a
corporation cannot posses more than a certain percentage of shares in a financial
business and vice versa. However, this separation policy that prohibits industrial capital
from possessing over 4% of voting shares of a bank (holding company) has been
criticized for weakening the competitiveness of the financial industry with excessively
stiff regulations.
In the light of this criticism, the government prioritized regulatory reform in order to
establish a foundation for the development of finance and industry. Especially through
the expansion of bank capital, the government has made huge improvements in
the separation regulations by reforming the rules governing the possession of bank
regulation stocks and revising the system of financial holding companies in order to
promote the competitiveness of Korea’s banking industry and the stability of its financial
system.
Limit on industrial capital’s possession of bank stocks eased from 4% to 9%
The government has relaxed the limit of industrial capital’s possession of bank stocks
from 4% to 9% while maintaining the main framework of the separation policy, and also
strengthened criteria for PEFs (Private Equity Funds) to be considered as an industrial
capital when the funds’ industrial capital is invested in a PEF as a limited partner. In
the past, when an industrial capital investor held more than 10% of the shares, even
as a limited partner, the PEF was considered an industrial capital investor, but after
the amendment, the PEF is only recognized as an industrial capital investor when its
investment is more than 18%.
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Relaxation of separation between financial and industrial industries
Limit on industrial capital’s possession of bank stocks
Before
4%
After
9%

Criteria requiring PEFs to be considered as industrial capital investors
(Amount of share that the industrial capital invests as a limited partner)
Before
More than 10%
After
More than 18%

Setting up a foundation for the development of financial industry
The Financial Services Commission amended the ‘Act on Capital Market and Financial
Investment’ in December 2012 and permitted SPACs (Special Purpose Acquisition
Companies). This has resulted in opening a gateway for individual investors to
participate in M&As of top-ranking companies that prevented ordinary people from
participating in before, since it required large sums of capital. As of January 2013, a
total of 22 SPAC companies have been established and operated.
In February 2010, for the purpose of revitalizing corporate restructuring by utilizing the
capital market and funding supports, the government temporarily permitted the PEFs for
corporates’ financial stability and mutual fund system, making it possible to purchase
new stocks, bonds with warrants, and corporate bonds issued by mid-sized corporations
without participation in management.
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“The Lee administration will try hard to build a business friendly
environment. We are going to reform regulations that do not fit with
global standards and amend tax laws. Under the goal of being an East
Asian financial hub, our financial industry is going to go through drastic
changes”
- Congratulatory speech by President Lee Myung-bak in a meeting co-hosted by the
United States Chamber of Commerce and the Korea-US financial world (April 17, 2008)

Revising regulations to align with global standards to attract
foreign investment
Foreign investment increases jobs and raises growth potential
Since the 1997 financial crisis, Korean society has grown aware that foreign investment
can raise the growth potential of the economy and is crucial for job creation. Moreover,
expectations rose that Korean companies could be improved and economic progress
could be promoted through competition with foreign investment corporations.
Accordingly, the Korean government has put great efforts into stimulating foreign
investment. Among these efforts, the government mainly targeted industries that are
fundamental to the nation’s economic policy and can thus maximize economic impact.
Attracting foreign investment creates unlimited competition with the world
In order to increase foreign investment, laws and policies that do not fit the global
standard must be reformed and a variety of incentive policies for investment
corporations must also be implemented at the same time. It should not be overlooked
that countries such as Ireland and Singapore receive foreign investment with fairly
favorable conditions.
Improving investment attraction policy from the foreign investors’ perspective
The Korean government has chosen 49 tasks including the establishment of a system
for attracting foreign investment and improving the investment environment. Also,
the government has built strategies for attracting investment by choosing the fields
of emphasis and strengthening the function of ‘Invest Korea,’ as well as improving
the policies through designating the R&D building sector for foreign investment, and
revising rules of optional contracts regarding land invested by foreign corporations.
In particular, the government extended the period of the foreign investment execution
plan from three years to five years, and decided to apply existing rental fees if the share
of foreign investment falls due to capital increase, as part of its efforts to do its best in
attracting foreign investment.
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Expansion of support regarding group-type foreign investment area
Before Improvement
Foreign investment implementation period: 3 years
Exemption period of rental fees: 3 years (1%)
After Improvement
Foreign investment implementation period: Extended to 5 years
Exemption period of rental fees:
Extended to 5 years (1%)

Improving living conditions for comfort of investors
The government has increased the supply of rental houses for foreigners and revised
regulations regarding the operation of foreign schools, providing convenience for foreign
workers.
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“Crisis always comes with opportunity and the key to grabbing that
opportunity was in ‘people.’ The world’s new challenge is ultimately
looking for a creative mind to overcome this crisis. In this way, I believe
that the theme of the forum, ‘Creative mind and Global Cooperation’ is very
appropriately timed.”
- President Lee Myung-bak’s congratulatory speech at the Global Talent Forum
(November 5, 2008)

Reforming the Nationality System
Background
Under the global economy system, the exchange of talented individuals is becoming
a core of national competitiveness. However, the nationality system of Korea only
approved of a single nationality, and the requirements for acquiring Korean nationality
were relatively more complex than in other developed countries.
This kind of nationality system was an obstacle hindering the exchange of skilled labor
between countries.
To solve this problem, the Korean government reformed the nationality system to permit
dual nationalities for highly skilled individuals, improve the automatic loss system of
another nationality, and provide for reasonable policy options of those with multiple
nationalities.

Improvements
Permitting multiple-nationality for individuals in global-level high-quality
labor force
Previously, a foreigner had to live in Korea for more than five years to acquire Korean
nationality. However, the system has been improved so that highly desirable individuals
can easily acquire the Korean nationality through special naturalization, regardless of
the period of residence or age.
In addition, the requirement that the immigrant abandon his or her foreign nationality
was relieved for married immigrants, overseas adoptees, or repatriated people over 65
years of age. Therefore, multi-nationality is permitted.
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Multi-nationality Individuals
Total

Born

(As of 2012, Unit: 1 person)

Unable to
HighSpecial
Elderly
abandon
Married quality Adoptee repatriate
Reforeign acquirement
labor
nationality

26,846 11,599 10,603

29

34

2,022

535

1,673

Other

351

The Implementation of Nationality Selection Demand System and Order
System
Until now, multi-nationality was not approved because it allowed some parties to avoid
various duties such as mandatory military service, while enjoying the privileges of
Korean citizenship.
Taking this into consideration, people born with multiple-nationalities could be permitted
if they signed a vow not to exercise the right of the foreign nationality during their stay
in Korea. In addition, the ‘Nationality Selection Order System’ was implemented to
supplement the procedure of losing a nationality. When the government orders a multinationality individual to select a nationality, he/she must choose within a year or else
the nationality will be lost.
Status-Quo of Nationality Selection
Year

(Unit: 1 person)

Year 2009

Year 2010

Year 201

Year 2012

Total

1,056

1,503

2,862

2,041

Nationality
Selection (Ratio)

170
(16%)

769
(50.8%)

1,538
(53.7%)

1,218
(59.7)

886

734

1,324

823

Nationality
Renunciation

Note

After amendment
(2010.5.4),
the ratio that selected
Korean nationality has
increased

Effects
Transitioning from a rigid single-nationality system to permitting limited multi-nationality
to ensure that those who have multi-nationality can select Korean nationality without
abandoning their original nationality has promoted the exchange of highly talented
individuals between countries. It has also eased problems for married immigrants’
acquiring Korean nationality.
In addition, in the case of those who have acquired multi-nationality due to foreign birth,
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the opportunity for selecting nationality was expanded, thereby solving the problem
regarding automatically losing nationality if the period for the selection of nationality is
exceeded. This increased the selection ratio for Korean nationality and settled problems
such as arguments about human rights violations.

Permitting multiple-nationality for
individuals in global-level high-quality
labor force

Part 3
Evaluation and Future Directions
of the Lee Myung-bak Administration’s
Regulatory Reform

Regulatory Reform Satisfaction Index
74.0
72.0

69.4

70.0
68.0
66.0

66.4

67.2

64.1

64.0
62.0
60.0
58.0
56.0

2009

2010

2011

2012
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Chapter 1
Evaluation at Home and Abroad

Domestic Evaluation:
The Level of
Satisfaction by Public
and Private Has
Increased Overall

The Lee Myung-bak administration propelled regulatory reform as the first and
foremost task of state affairs, and it has been evaluated positively by the fact that it
has proactively responded to the global economic crisis and achieved reform on highstake tasks. Significant achievements are streamlining the procedure of starting a
business, expansion of online civil service, alleviation of metropolitan area land use
regulations, improvement of industrial complex licensing procedures, etc. In addition,
new regulatory reform programs such as the TRR, expansion of sunset for review, and
the establishment of a regulatory information system are also examples showing the
effectiveness and efficiency of regulatory reform.
The increased level of satisfaction by citizens and businesses can be seen through
various surveys.
Results of 2012 Regulatory Reform Satisfaction Survey
Citizens

Policy Experts

Civil Servants

Total

2009

62.9

66.5

63.6

64.1

2010

64.8

70.7

63.9

66.4

2011

65.0

72.6

64.1

67.2

2012

67.6

73.1

68.7

69.4

* Prime Minister’s Office, Research & Research, 2012

According to an annual regulatory reform satisfaction survey conducted by the PMO, the
level of satisfaction rose from 64.1 in 2009 to 69.4 in 2012. The survey was carried out
with 2,500 people ranging from ordinary citizens (companies and civil groups that have
a direct relationship with the regulatory reforms), policy experts (research institutions
and academies that are linked to the work of regulatory reform), and internal customers
(public servants in local governments who are linked to regulatory reform activities). The
progress from 2009 shows that the satisfaction level of citizens, experts, and internal
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customers all rose continually. These results show that the needs-oriented regulatory
reform were carried out.
Other surveys have yielded similar results. According to the 2011 Regulatory Reform
Policy Satisfaction Survey conducted by the Korean Chamber of Commerce and Industry,
46.4% of companies responded that they were more satisfied with the regulatory
policies. In the subsections, ‘Government’s efforts for regulatory reform’ ranked the
highest with 52.7% and was followed by ‘Attitude change of public servants’ at 49.3%,
and ‘The result of regulatory reform’ with 35.0%.
The Korean Chamber of Commerce and Industry interpreted the results as “companies
gave high scores to the government’s efforts in trying to listen to companies as well as
the change of public servants’ attitudes.”
In terms of the priorities in uplifting regulatory reform satisfaction,△Readjustment
of site-oriented regulations (43.3%),△Improving the perspective of public servants
regarding regulatory reform (19.0%), and △Quick follow-up action (17.3%) were ranked
in that order.
Regulatory reform satisfaction survey-The Korean Chamber of Commerce and
Industry
26.8%

2009

46.4%

2011

* Regulatory reform satisfaction survey by the The Korean Chamber of Commerce and
Industry (Telsearch)
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Evaluation and Recommendation about the Change in Regulatory
Reform System
- Regulatory Reform Committee, Chair of Economics Sub committee, 		
Lee Byung-jin
As the Basic Act on Administrative Regulations had been in effect since April 1994,
the regulatory reform system was continually developed throughout the Kim Dae-jung
administration, the Rho Moo-hyun administration, and the Lee Myung-bak administration.
Regulatory reform was the key presidential agenda for the Lee Myung-bak administration.
Early in his term, with the PCNC as the pivot, the subjects for regulatory reform were
selected and through adjustments between public and private, unreasonable regulations
that used to be difficult to solve were reformed. According to the announcement by the
Federation of Korean Industries, all the aged regulations that were acknowledged as
problems, such as the regulations on conglomerates, metropolitan area land use, various
taxes, and industrial complex licensing procedures were all alleviated or improved.
Particularly in the case of procedural regulation on starting a business, improvements
were made: the eight-phase process in 2007 improved to a five-phase process, and the
period for establishment was significantly reduced from 14 days to 7 days.
In addition to these regulatory reforms, the Lee Myung-bak administration also actively
pushed for readjustments to the regulatory reform system. The introduction of the regulatory
sunset for review, registration of unregistered regulations, and establishment of a regulatory
information system are important examples. These readjustments are significant in the sense
that the government laid a foundation for a sustainable regulatory management system.
Despite these positive assessments, problems like the speedy legalization of regulatory
reform laws, readjustment of the regulatory reform system, and enhancing the regulatory
reform mentality of public servants, remain a challenge.
Accomplishments of Regulatory Reform by the Lee Myung-bak
Administration and Future Agenda
- Choong Yong Ahn, Former Co-Chairman, Regulatory Reform Committee 		
Distinguished Professor, Chung-Ang University
The Lee Myung-bak administration made it an agenda priority, upon its inauguration in
February 2008, to create a business-friendly environment and to improve living conditions
via comprehensive regulatory reform. The global financial meltdown, which erupted six
months after the Lee Myung-bak administration took office and brought unprecedented
economic crises worldwide, further necessitated regulatory reform for Korea, it being one
of the most trade-dependent economies in the world.
The Lee Myung-bak administration created a new institution called the Presidential
Council on National Competitiveness (PCNC) to remove various impediments and obstacles
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detrimental to business investment and inconveniences related to daily life.
The other key deregulation has been carried out by the civilian experts-led Regulatory
Reform Committee (RRC), based on the Basic Act on Administrative Regulations. The
government has ensured that the two institutions can work in a mutually reinforcing manner.
The major function of the RRC is to play the role of rational deterrent to the introduction of
new regulations and/or strengthening of existing regulations that restrict the basic rights of
individuals or impose additional duties and costs to the public.
As the global financial crisis rapidly permeated the global economy, Korea’s swift regulatory
reforms, such as the TRR or temporary suspension of existing regulations harmful to
business investment and the early execution of public expenditure, have helped Korea
recover from an unprecedented economic downturn by recording 6.2 percent growth in 2010
while many of the advanced economies experienced negative or near-zero positive growth.
In terms of new business permits, Korea introduced basically a negative list system to exert
competition and efficiency among economic agents. With its efforts to upgrade its economic
system and experience early economic recovery, Korea was able to host the G20 Seoul
summit to address international collaborations among major economies, developed and
emerging.
In the past five years under the Lee administration, the RRC reviewed a total of 5,900 cases
of new or strengthened regulations, 1,184 of which were regarded as import regulations
subject to the RRC’s in-depth review. Among the important regulations, the RRC turned
down completely or revised substantially to ensure legal coherence market economic
principles and global best practices.
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Even during the global recession, the Lee administration declared that Korea would reduce
greenhouse gas emissions by 30 percent by 2020 on a business-as-usual basis. The RRC
reviewed very intensively the proposed Basic Act for Green Growth by taking a series of inhouse hearings provided by outside experts. Korea’s pursuit of green growth in the middle of
the global economic downturn and regulatory reforms under the civilian-led RRC were highly
appreciated as a new engine of growth within a new regulatory frame at an OECD meeting
attended by high-level officials representing the centers of the government. The author had
the privilege of attending, as the head of the Korea delegation, the OECD meeting hosted by
Chancellor Merkel of Germany in September 2010 in Berlin.
According to the OECD analysis, regulatory reforms could trigger economic growth, job creation,
and the system upgrade of any economy at minimal costs. Given her campaign pledge to usher
in “all people’s happiness,” the Park Geun-hye administration must further carry out regulatory
reforms, and in a more in-depth manner, while addressing the daunting challenges of income
polarization, low growth, and diverging dichotomies between big and small businesses, cities
and rural areas, and export and domestic sectors. Needless to say, Korea must continue
its outward-looking orientation. Korea has pursued multi-track FTA policies while engaging
deeply in cross-border value chains, direct investment, and globalization trends. In due process,
regulatory reforms must play a robust role to ensure that Korea’s economy and society are
market-based, private sector-led, and up to global standards.
Given the complexity of Korea’s economic structure domestically as well as globally, the Park
Geun-hye administration in the next five years is urged to cultivate further benefit-and-cost
studies on introducing and/or strengthening regulations, deepening a two-way communication
system between regulators and the general public and improving regulatory transparency.
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Korea’s Efforts to Overcome the Crisis, Well-recognized by the World
The Lee Myung-bak administration has moved ahead with creative and highly effective
regulatory reform by means of bold and out-of-box measures such as the TRR program.
Such efforts have led to its overcoming the global economic crisis ahead of major
advanced economies, drawing keen attention of the international community.
The OECD Regulatory Policy Committee has mentioned Korea as the country that
overcame the financial crisis of 2009 at the fastest pace through regulatory reform.
It praised the country by stating that Korea’s regulatory reform in the middle of the
financial crisis accelerated it tiding over the economic recession. (Second Regulatory
Policy Committee Meeting on April 19, 2010)
Furthermore, Korea was positively evaluated because it achieved a textbook recovery as
seen in the 2010 first-quarter GDP growth rate, which was at its highest since year-end
2002, at 8%.(2010.4.28 Financial Times) In addition, Professor Nouriel Rubini from NYU,
who is also known as “Dr. Doom” for his pessimistic economic prospects, said Korea
was a country that he “couldn’t resist liking.” (Bloomberg, June 1, 2009)
Improved National Credit Rating and Competitiveness Index
These assessments from the international community led to an improvement in the
sovereign credit ratings. Moody’s lifted the rating from A2 in 2008 to Aa3 in 2012, and Fitch
raised its assessment from A+ to AA-. This shows that while the credit ratings for most
countries were lowered due to the global economic crisis, Korea’s rating actually improved.
Regulatory improvement measures such as the continuous improvement of the business
environment resulted in Korea’s constant rise on the national competitiveness index.
According to the International Institute for Management Development (IMD), which
provides an overall evaluation of a country’s national competitiveness, including the
field of business efficiency, Korea’s rank rose continuously since 2009 and peaked in
2011. In the following year, it ranked 22nd among 59 countries worldwide.
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In the Doing Business 2012 report of the World Bank, which focuses on the convenience
of business activities of small domestic companies, Korea ranked eighth among 183
countries in terms of business environment. It climbed no less than 15 spots compared
to 2008 and joined the top 10 for the first time.
Korea’s Ranking in World Bank’s Doing Business Report
Assessment Standard

‘08

‘09

‘10

‘11

‘12

Total Rank

23

19

16

8

8

① Starting a Business

126

53

60

24

24

② Dealing with Construction Permits

23

23

22

26

26

③ Getting Electricity

-

-

-

11

3

④ Registering Property

67

71

74

71

75

⑤ Getting Credit

12

15

15

8

12

⑥ Protecting Investors

70

73

74

79

49

⑦ Paying Taxes

43

49

49

38

30

⑧ Trading Across Borders

12

8

8

4

3

⑨ Enforcing Contracts

8

5

5

2

2

⑩ Resolving Insolvency

12

12

13

13

14

Raising Its Global Standing as Leading Regulatory Reformer
Maintaining the status of a leading country in terms of regulatory reform, the Prime
Minister’s office has been actively participating in diffusion of better regulatory
governance, which has been pushed mainly by the OECD and the World Bank.
Korea has been contributing to the spread of regulatory reforms by actively participating
as the chairmen of the OECD Regulatory Reform Committee, participating in the
2008 APEC Ministerial Meeting, participating in the 2009 Washington Symposium,
and the Hanoi Conference held by the World Bank as a guest speaker. As a result of
these activities, Korea was asked to co-host the 2012 APEC Senior Officials Meeting
Regulatory Gathering Workshop in New Zealand, which shows that Korea’s global
status is improving.
During the 2011 19th APEC Summit, President Lee received positive responses from
member states when he introduced Korea’s efforts for regulatory reform and the results
in a speech at a luncheon about ‘Regulatory Reform and Competitiveness.’ In his address,
the President emphasized that Korean government employees had visited business sites
and listened to the voices from the fields for more effective regulatory reform and that the
President himself presided over all of the 30 high-ranking meetings for regulatory reform.
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As a result, Korea’s regulatory reform system and its economic development experience
is now becoming a role model for emerging economies. Korea has been sharing its
development experience and regulatory reform know-how with Asian countries such
as Bangladesh, Vietnam, Indonesia, and on on. Since 2008, Korea has been operating
programs with the World Bank and the Korea Development Institute for high-ranking
officials of developing countries in which they can learn about Korea’s regulatory reform.
In addition, in December 2010, Korean officials visited Malaysia to provide policy advices
related to regulatory reform in the framework of the Knowledge Sharing Program.

Regulatory
Reform

Increased National Credit Rating and
Competitiveness Index
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Chapter 2
Future Directions

Compliance with Global Standards
Regulatory reform is not only limited to Korea, but is also used as an efficient policy tool
in countries like the United States, the UK, and Australia.
In 2012, the OECD Regulatory Policy Committee adopted several guidelines such as a
whole-of-government approach, improvement of regulatory quality, consistent policies
from established regulatory organizations, and the establishment of mutual cooperation
between international, national, and domestic institutions. Korea is also carrying out a
Regulatory Impact Analysis for all new and strengthened regulations and is continuously
readjusting existing regulations when core policy issues related to multiple ministries
are discovered.
Korea will not cease its endeavor to take the leading role in regulatory reform through
the improvement of the reasonability of its Regulatory Impact Analysis, regular
regulatory reform performance assessments, reinforcement of cooperation between
regulatory reform institutions, etc.
Transition to the Phase of Regulatory Management
The OECD divides regulatory reform development into the three phases of easing of
regulations, regulatory quality and regulatory management.
Easing of regulation is the stage when simplification of procedures and paperwork and
a decrease in the total number of regulations through reduction and abolishment of
regulations is pursued. Regulatory quality is the stage when the focus is on managing
the quality of individual regulations. Regulatory management is the stage when macroscale matters, such as the correlation of regulations and the coordination of the whole
regulatory system are dealt with.
In Korea, the process of quantitative regulation relief has been made, reducing the
total amount of regulations by 50% since the presidency of the late Kim Dae-jung. The
regulatory quality has been improved through the comprehensive Regulatory Impact
Analysis (RIA). And Korea is in progress to the regulatory management phase by
sustaining its efforts to reform existing regulations strategically.
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The development phases of regulatory reform are not divided independently, but
rather have a continuous link between the challenges that need to be fulfilled in each
phase. Thus, for regulatory reform to help achieve the goal of strengthening national
competitiveness and achieving higher living quality, continuous efforts should be made
in terms of securing efficiency of inter-ministry regulatory design and implementation.
Improvement of Regulatory Reform System
The implementation of regulatory reform must be thoroughly planned out to achieve the
goals of regulatory reforms. The past governments operated regulatory adjustments and
regulatory reviews usually by a single entity. But in the Lee Myung-bak administration,
regulatory reform was recognized as a key means to enhance national competitiveness,
and a committee called the “Presidential Council on National Competitiveness” was
established in charge of core regulatory reforms and readjusting bundled regulations.
The President himself showed a strong will to move ahead with regulatory reform. In
the meantime, some concerns were also raised, such as administrative duplication
as well. In order to secure more initiative for regulatory reform amid changing
environments, changes in situations should be better reflected and systems be prepared
to keep drawing the support and will of the President. In addition, it must be designed
so that the consistency and expertise of the reform can be secured and follow-up
service through evaluation can be efficiently pursued.
Reflection of Social Changes
In an effort to vitalize the economy, the Lee Myung-bak administration initiated the
Temporary Regulatory Relief(TRR) program in order to alleviate problems related to
establishing new businesses and investing, reducing the burden of business. The
new government, which will take office on February 25, 2013, has promised the
rationalization of public welfare regulations, such as the protection of the economically
weak, creation of new jobs, safety of citizens, etc. According to the previous surveys on
Regulatory Reform, people need regulatory relief for economic growth, but the society
is in need of social policies such as expanding the safety net for the underprivileged and
guaranteeing job security. In addition, the world economic outlook is not quite rosy and
Korea is predicted to face the low growth rate for the time being. Regulatory reform
must cover strengthening regulations not through regulatory relief or abolishment, but
through reinforcing the social safety net and enhancing national competitiveness.
In order to share the benefits of economic growth and regulatory reform throughout the
society, there’s a need for systematic improvement to support small businesses that are
relatively more vulnerable. Various aspects must be considered, such as preventing the
concentration of profits to conglomerates, regulating unfair trading practices, and designating
a SMEs-only business arena where large companies cannot compete with SMEs.
At the same time, such improvement should also be able to embrace the most
vulnerable members of society such as women, the aged and the low-income families.
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In order to remove obstacles in employment and work places, laws and institutions
that enhance skill development systems, qualification systems, and enhancement of
occupational skills for the low-income class must be operated realistically. In addition,
the social security system must be improved as well. Korea has a systematic framework
for social insurance. However, a welfare blind spot exists if economic constraints
prevent registration for social insurance or payment of the insurance premium. Efforts
on continuing the expansion of social safety net is also required.

Beyond the Crisis
Regulatory Reform of the Lee Myung-bak Administration(2008~2013)
Editor : Jong-Yong Yim(Minister of the Prime Minister’s Office)
Publisher : P
 rime Minister’s Office							
		
Address : Sejong

Government Complex, 						
261 Dasom-ro, Sejong Special Self-Governing City, Rep. of Korea, 339-012
		
Tel : +82-44-200-2117
Editorial Committee : Regulatory Reform Bureau
			
Lee, Byoung-Gook(Deputy Minister for Regulatory Reform)
			
Choi, Byung Hwan(Director General for Regulatory Reform)
			
Kwon, Hye Rin(Division Director Bureau for Regulatory Reform Policy)
			
Kim, You-il(Deputy Director)
			
			

Private Committee Member
Ha, Yoon-hee

Designed by SAMIL Agency(Tel. +82-44-866-3011)
Beyond Crisis : Regulatory Reform of the Lee Myung-bak Administration(2008-2013) 			
Ⓒ 2013 Prime Ministers Office of the Republic of Korea, All rights reserved.

