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         Foreword

         The review of International Regulatory Co-operation (IRC) in Mexico was carried out by the OECD Public Governance Directorate under the auspices of the OECD Regulatory Policy Committee using the regulatory policy review methodology developed over two decades of peer learning. It builds on the OECD 2012 Recommendation of the Council on Regulatory Policy and Governance, which makes international regulatory co-operation (IRC) an integral part of quality regulation in today’s globalised context. The review further draws from the OECD body of work on IRC and specific country and sector case studies developed since 2012.
         

         This is the first in-depth international regulatory co-operation report undertaken by the OECD. The report is based on answers provided by the Ministry of Economy and several Mexican agencies to an OECD questionnaire, and on various meetings and interviews during two fact-finding missions. The review benefited from the insights of peer-reviewers from Canada, Chile and New Zealand. Two preliminary versions of the report were discussed in policy workshops with a wide range of Mexican public officials and business chamber representatives. The review was peer-reviewed in the OECD Regulatory Policy Committee.

         The report supports the broader ambition of Mexico to improve the effectiveness of its regulatory framework to ensure more efficient and competitive markets. It was commissioned by Mexico’s Ministry of Economy (Unit for Competition and Public Policies for the Efficiency of Markets) and can be read together with other OECD studies on Mexico’s experience, such as the Standard-Setting and Competition in Mexico: A Secretariat Report and specific case studies as part of the OECD’s Competition Assessment Project. 
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         Executive summary 

         Globalisation has affected the everyday lives of citizens, businesses and countries worldwide. The technical revolutions of the past 30 years and the deepening of global production chains have amplified the integration of the world economy. As a result, the rapid flow of goods, services, people and finance across borders is testing the effectiveness and the capacity of domestic regulatory frameworks. Both the quality of new regulatory measures and their effective enforcement are under strain.

         International regulatory co-operation (IRC) provides an important opportunity for countries, and in particular domestic regulators, to adapt their regulations to the rapidly evolving needs of a globalised world. With IRC, regulators can consider the impacts of their actions beyond their domestic borders, expand the evidence for decision making, learn from the experience of their peers, and develop concerted approaches to challenges that transcend borders. IRC is particularly important for a country which has such an open economy as Mexico. Yet, as in all countries, globalisation has not yet fully permeated the everyday work of Mexican regulators. 

         This report provides the first OECD assessment of a country’s IRC framework and practices. It builds on the analytical framework developed by the OECD following the adoption of a core principle on international regulatory co-operation as part of the 2012 Recommendation on Regulatory Policy and Governance. Against this framework, Mexico stands out for its commitment to and de facto active use of a variety of IRC approaches. Through these efforts, Mexico is showing strong resolve to place itself at the forefront of effective IRC. However, these important and visible efforts have been made in an ad hoc and pragmatic manner and not as the result of a comprehensive strategy. A number of challenges still prevent IRC from delivering its full benefits for the Mexican population. This review identifies areas for improvement based on a thorough assessment of IRC efforts. 
         

         Mexico’s active efforts to embrace globalisation are reflected in many aspects of its domestic policies, practices and institutions. Mexico is among the few OECD countries to have a legal basis framing regulators’ consideration of the international environment. Still, the vision and policy for IRC in Mexico is fragmented across different legal and policy documents and may generate different requirements for the various regulatory tools. Similarly, many authorities in Mexico are involved in IRC, either by conducting IRC, overseeing its implementation, or both. 

         Mexico has made unilateral efforts to embed international considerations in its domestic regulations through regulatory improvement disciplines. For instance, it has introduced specific procedures to assess trade impacts in the ex ante impact assessment process, applicable to all new regulatory measures. This ex ante regulatory impact assessment procedure is used to ensure notifications to the WTO and thus obtain feedback on draft measures from foreign stakeholders. In addition, all subordinate regulations are accompanied by a summary in English, to facilitate their understanding by foreign stakeholders. Mexico also has a legal obligation to consider international standards in the development of technical regulations.
         

         Still, in practice, regulators encounter difficulties when implementing these unilateral IRC disciplines. The consideration of international instruments is still far from systematic in technical regulations, and it is not a legal obligation for non-technical regulations. Regulators face methodological challenges in estimating trade costs in regulatory impact assessments. Ex post evaluation of laws and regulations is rarely used to assess the international impacts of a regulatory measure or to identify divergence from international standards, norms or best practices. 
         

         The Mexican government and individual regulators also co-operate extensively on regulatory matters, at the bilateral, regional and multilateral levels. High-level co-operation efforts are largely driven by Mexico’s close trade and investment ties with its North American neighbours, the United States and Canada. For example, Mexico and the United States agreed on a High Level Regulatory Cooperation Council, and Mexico has concluded a number of mutual recognition agreements with Canada and the United States. Recently, Mexico has started modernising its trade agreements with major trading partners, introducing new IRC provisions in sectors where regulatory divergences are particularly burdensome. Mexican regulators also co-operate bilaterally directly with foreign peers across the globe, going beyond economic motivations. They share experience and information about regulatory approaches by signing memoranda of understanding or by participating in broader networks of regulators. Finally, through its active participation in a number of multilateral organisations, Mexico contributes to the design and development of international rules and standards, and ensures that its perspective and specificities are taken into account in global settings. 

         Nevertheless, evidence shows that the effectiveness of Mexico’s IRC efforts could be strengthened. Based on an analysis of Mexico’s IRC policies, practices and accomplishments, the review identifies three broad areas for improvement. First, to strengthen its political commitment and align incentives in support of more systematic IRC, Mexico should design and develop a holistic, strategic vision for IRC, with clearly defined roles and responsibilities. This would ensure that the authorities involved in conducting IRC work towards the same objectives and co-ordinate effectively. This strategy should be designed to feed into the broader national development strategy beyond merely lowering unnecessary trade barriers. The Mexican government could then build on such a vision to ensure that all relevant actors are well informed about the variety of IRC tools available to them, their applicability in different contexts and the benefits to be gained from conducting IRC more systematically. Ultimately, to ensure that the IRC initiatives are effectively implemented, the country should invest in methodologies and guidance to help regulators embed IRC in their rule-making, and design co-operation agreements with concrete commitments and enhanced follow-up.

      

   
      
         Assessment and recommendations
         

         Recent developments highlighted in (OECD, 2017[1]) show Mexico as a reform frontrunner. Mexico has put together the most ambitious reform package of any OECD country in recent times through the unprecedented Pacto por México. These structural reforms have spanned a wide range of sectors and policy areas. They have been important steps forward, but still have to translate into tangible outcomes. Looking ahead, Mexico needs to ensure that the country can reap the benefits from these unprecedented reform efforts. This will involve effective reform implementation and great conjunction / alignment across reform efforts
         

         In this context, international regulatory co-operation (IRC) represents an important opportunity to support the regulatory, competition and more broadly the economic and governance reforms undertaken to strengthen market efficiency and policy effectiveness domestically. Through regulatory co-operation, countries, and in particular domestic regulators, can better understand and take into account the impacts of their regulatory action including beyond their domestic borders. They can collect and build on the knowledge that other jurisdictions have accumulated on similar issues. IRC provides them the opportunity to develop concerted approaches that can reinforce the effectiveness of their individual measures, support better enforcement and limit regulatory arbitrage, and address undue regulatory divergences that can be costly for citizens and businesses. IRC can in sum help regulators overcome the inherent domestic nature of the development and application of laws and regulations in a context of increasing internationalisation of flows of goods, services, capital and people and growing inter-dependency between countries.

         IRC is particularly important for a country, such as Mexico, which is strongly embedded in international economic relations. Mexico’s trade contributes to more than a third of its GDP, most of it directed at the US and the EU. It is no surprise that today’s NAFTA and other trade negotiations focus strongly on non-tariff, regulatory barriers. Because of its geographic location, the country is deeply embedded in North America’s relations and a highly influential actor in the Latin American Region with which it shares a common language. Over the years, Mexico has also increased its international presence, as illustrated by the signature of the GATT agreement in 1986, followed by the adherence to the OECD in 1994 and to the World Trade Organisation in 1995. Today the country is an active player in many international fora, and a party to a multiplicity of international agreements and frameworks for co-operation. And yet, as in all countries, globalisation has not yet fully permeated the everyday work of regulators
         

         This review aims to help Mexican regulators develop state of the art regulations that are up to date for the global player that Mexico has become, ultimately allowing Mexico to boost foreign trade and reap the benefits of globalisation for its population. 

         
            What is international regulatory co-operation (IRC)? 
            

            The 2012 Recommendation (OECD, 2012[2]) recognises that in today’s globalised context, regulators can no longer work in isolation. They have much to learn from their peers abroad, and much to benefit from aligning approaches with them. IRC has become an essential building block to ensure the quality and relevance of regulations today. Principle 12 of the 2012 Recommendation therefore encourages regulators to:

            
               “In developing regulatory measures, give consideration to all relevant international standards and frameworks for co-operation in the same field and, where appropriate, their likely effects on parties outside the jurisdiction” (OECD, 2012[2]).

            

            Building on the Recommendation, (OECD, 2013[3]) defines IRC as any agreement or institutional arrangement, formal or informal, between countries to promote some form of coherence in the design, monitoring, enforcement or ex post evaluation of regulation. (OECD, 2013[4]) also highlights the different ways in which a country may approach regulatory co-operation. They range from the unilateral adoption of good regulatory practices that promote evidence-based rule-making to various co-operative approaches (bilateral, regional or multilateral) that provide for the development of common regulatory positions and instruments with other countries (Figure 1). Examples of the selected approaches and their related benefits are listed in Box 1.
            

            
               
Figure 1. The variety of IRC approaches
               

[image: graphic]Note: unilateral approaches are pictured in grey, and collaborative approaches, ranging from bilateral to multilateral are pictured in blue. 
               

               Source: Based on (OECD, 2013[3]), International Regulatory Co-operation: Addressing Global Challenges, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264200463-en.
               

            

            This report documents and assesses the main IRC policies and practices in Mexico, using the range of possible IRC approaches to structure the analysis. The two main axes of the analysis are: 1) the unilateral efforts undertaken by Mexico to support regulatory coherence through good regulatory practices, namely regulatory impact assessment (RIA), stakeholder engagement, and the adoption of international standards; and 2) Mexico's co-operative efforts on regulatory matters, bilaterally, regionally or multilaterally, through memoranda of understanding (MoU), the High Level Regulatory Cooperation Council with the United States, mutual recognition agreements, trade agreements, and/or participation in international fora.
            

            
               
Box 1. IRC in practice: examples of approaches and related benefits
               

               Several countries have telling examples of IRC practices that have helped them make efficiency gains while achieving their public policy objective. 

               Adoption of international standards on motorcycle regulation can help protect safety while saving millions of dollars
               

               On 15 September 2014, the Australian Government removed the requirement to modify rear mudguards on new motorcycles to meet unique Australian Design Rules, which imposed a requirement above the commonly accepted international rules. Abolishing this provision meant nearly 70 000 new motorcycles per annum would no longer be required to be retro-fitted with rear mudguard extensions. This is estimated to reduce regulatory burdens by AUD 14.4 million.

               Source: http://minister.infrastructure.gov.au/jb/releases/2014/September/jb096_2014.aspx.
               

               Participation in regional organisation helped improving water quality, increasing fauna and flora and preventing floods 
               

               The International Commission for the Protection of the Rhine (ICPR) enables co-operation at the level of the Rhine river basin, including its alluvial areas and the waters in the watershed. It was formed in 1950 on a diplomatic basis between Switzerland, the Netherlands, France, Germany and Luxemburg. It was given a legal basis by the Berne Convention in 1963. The EEC joined as a member in 1976. The ICPR combines political representatives and technical experts. Over the years, it has deployed several significant benefits for the Rhine river basin: 

               
                  	
                     Improved water quality. 

                  

                  	
                     Increased number of animal and plant species. 

                  

                  	
                     Flood prevention.

                  

                  	
                     Ecological improvements.

                  

               

               Source: (Black and Kauffmann, 2013[5]), “Transboundary water management”, in OECD, International Regulatory Co-operation: Case Studies, Vol. 3: Transnational Private Regulation and Water Management, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264200524-4-en.
               

               Participation in multilateral organisation helped enhance the effectiveness of chemical testing, with reduced costs and health and environmental gains
               

               The OECD Mutual Acceptance of Data system helps governments and industry save some EUR 153 million per year through reduced chemical testing and the harmonisation of chemical safety tools and policies across jurisdictions. In addition, co-operation has brought less quantifiable benefits, such as the health and the environmental gains from governments being able to evaluate and manage more chemicals than they would if working independently, the avoidance of delays in marketing new products, and the increased knowledge on new and more effective methods for assessing chemicals.

               Source: (OECD, 2013[4]), Chapter 1: “Chemical safety”, International Regulatory Co-operation: Case Studies, Vol. 1: Chemicals, Consumer Products, Tax and Competition, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264200487-en.
               

            

         

         
            Key diagnostic elements of IRC in Mexico
            

            Mexico stands out for its commitment to and de facto active use of a variety of IRC approaches (Figure 2). In particular, IRC has been strongly embedded in Mexico’s regulatory improvement disciplines, i.e. in the development and revision of regulation initiated by the Executive branch of the federal level. This is noteworthy in itself, as it is an area where IRC has only recently become a key component of regulatory quality across OECD countries, namely through the OECD 2012 Recommendation. Therefore, most countries are still exploring the effective means of making use of it, and only few have truly introduced dedicated IRC practices as part of their regulatory policy agenda. Yet, Mexico has recently amended its ambitious and advanced legal framework put in place to promote better regulation to make a particularly sophisticated connection between good regulatory practices and trade, which goes beyond the current practice in most other countries. In addition, the Mexican government and individual regulators engage extensively in international co-operation, at the bilateral, regional and multilateral level, both through high-level political initiatives and at the technical level. 
            

            Through these efforts, Mexico is showing strong resolve to place itself at the forefront of effective IRC. However, these important and visible efforts have happened in an ad hoc and pragmatic manner and not as the result of a comprehensive strategy. A number of challenges still prevent IRC from deploying its full benefits for the Mexican population: IRC efforts remain often ad hoc, fragmented and limited in scope, and when conducted, IRC does not necessarily deliver tangible outcomes. This review provides a timely opportunity for Mexico to take stock of its IRC efforts and develop a more coherent approach building on achievements so far. It will help the country prioritise its IRC actions in a more resource efficient manner. 
            

            Based on the overview of Mexico’s IRC policies, practices and accomplishments provided in the three chapters of this report, the review identifies three broad areas of improvement. The initial step that could help Mexico strengthen its political commitment and align incentives in support of more systematic IRC is to design and develop a holistic, strategic vision for IRC, with clearly defined roles and responsibilities (1). Building on such a vision, the Mexican government will have a more comprehensive avenue to ensure that all relevant actors are well informed about IRC and have sufficient incentive to conduct IRC (2), and that the IRC initiatives are effectively implemented (3). These three axes cut across the three chapters of this review, whether the institutional and policy framework for IRC in Mexico (Chapter 1), the unilateral approaches to IRC (Chapter 2), or the co-operative IRC efforts (Chapter 3). 

            Taking into account the pioneering character of IRC policy and practices, the recommendations aim to support Mexico build on its already advanced IRC framework to achieve better outcomes. The review acknowledges that understanding of good practices in this area is still evolving and that most countries are still struggling with establishing the basic IRC requirements.

            
               
Figure 2. Overview of Mexico’s IRC efforts
               

[image: graphic]Source: Author’s own elaboration.  
               

            

         

         
            Building a holistic IRC vision and a strategy of how IRC can foster economic development and contribute to the wellbeing of Mexican citizens
            

            Currently, the vision and policy for IRC in Mexico is fragmented across different legal and policy documents and may generate different requirements on the various regulatory tools. Mexico’s legal and policy framework relevant to IRC is embedded into two main sets of legal provisions: i) two key documents framing IRC practices in domestic rule-making, namely the Federal Law of Administrative Procedure (LFPA) and the Federal Law of Metrology and Standardisation (LFMN); and ii) various legal and policy documents framing Mexico’s co-operation efforts across borders on regulatory matters, including the Law on Celebration of Treaties (LCT), the Law on Foreign Trade (LCE) and a multiplicity of sectoral provisions. As a consequence, overall Mexico’s IRC strategy and vision are not unified, making it difficult to convey its importance and expected practices to regulators. Mexico could benefit from an articulated vision and strategy for IRC that bring together the various efforts carried out at the unilateral, bilateral and multilateral level. A holistic vision of IRC would help ensure that IRC is embedded all throughout Mexico’s public policy activities, and that all the authorities involved in conducting IRC contribute to pursuing a same goal. 
            

            Many authorities in Mexico are involved in IRC, either by conducting IRC, or overseeing implementation or both. Still, many of these authorities operate in silos, without a common understanding of IRC and its contribution to Mexico’s development. As a result, IRC tends to be led by individual authorities particularly exposed to international context, and lacks a whole of government perspective. Clearly defined IRC roles and responsibilities would help enhance the effectiveness of the IRC practices of each authority, and of the Mexican government as a whole. In particular, oversight of IRC is de facto shared between several authorities, namely COFEMER (the oversight body for regulatory improvement in Mexico, now CONAMER),1 the Ministry of Economy (which is in charge of negotiating trade agreements and supervises the standardisation process in Mexico, the adoption of international standards and WTO notification) and the Ministry of Foreign Affairs (in charge of co-ordinating the international activity of governmental authorities). Such sharing of oversight responsibilities is common in OECD countries (OECD, 2013[3]; OECD, 2018[6]). Nevertheless, the risk of fragmentation, and sometimes of overlap in functions, is of undermining of a whole-of-government approach, for both unilateral disciplines and co-operative efforts. In this situation, the experience of other countries, such as Canada, has shown the importance of clear allocation of responsibilities regarding IRC and strong co-ordination among relevant entities (see Box 4). 
            

            Mexico has introduced innovative procedures and legal requirements to embed international considerations in its domestic rule-making process. These IRC considerations are particularly developed with regards to trade considerations, driven by Mexico’s efforts to comply with its WTO...
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