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Terms of reference

Performance Benchmarking of Australian Business
Regulation: Planning, Zoning and Development
Assessments

The following letter was received from the Assistant Treasurer requesting the
Commission to commence the third year of this continuing work program.

Dear Chairman

[ am writing to you regarding the topics for the Productivity Commission's
Performance Benchmarking of Australian Business Regulation in 2010.

This matter was discussed at the Council of Australian Governments' (COAG)
Business Regulation and Competition Working Group (BRCWG) meeting of 5
February 2010. It agreed that the Commission be asked to undertake performance
benchmarking in 2010 of States and Territories' planning and zoning systems and
land development assessments.

The performance benchmarking of States and Territories' planning and zoning
systems is to be undertaken consistent with the enclosed terms of reference. The
terms of reference have been agreed in consultation between the Commonwealth
and the States and Territories, and were specified by COAG at its 7 December 2009
meeting.

I look forward to receiving the reports on this further work.

I have copied this letter to the Minister for Finance and Deregulation and the
Minister Assisting the Finance Minister on Deregulation.

Terms of reference

The Productivity Commission is requested to undertake a benchmarking study of
States and Territories' planning and zoning systems, and report back by December
2010.
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Context

Planning systems play an important role in managing the growth of cities. They aim
to preserve the environment, provide and coordinate community services and
facilities, and promote the orderly and economic use and development of land.

The systems serve the valuable purposes of balancing the often competing social,
environmental, and economic impacts of a development. Planning systems, and in
particular the zoning of land, affect the location, quantity, and use of land for
specific activities, but at the same time they can affect competition within local
markets. The extent of this impact on competition within local markets varies across
States and Territories, and over time.

The Productivity Commission is requested to examine and report on the operations
of the States and Territories' planning and zoning systems, particularly as they
impact on business compliance costs, competition and the overall efficiency and
effectiveness of the functioning of cities. As part of the study, the Commission
should report on planning and zoning laws and practices which unjustifiably restrict
competition and best practice approaches that support competition, including:

« measures to prevent 'gaming' of appeals processes

« processes in place to maintain adequate supplies of land suitable for a range of
activities

« ways to eliminate any unnecessary or unjustifiable protections for existing
businesses from new and innovative competitors.

Nick Sherry
Assistant Treasurer

[Received 12 April 2010]
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Foreword

Australia’s Federal system of government can result in undue regulatory burdens on
business, but it also enables comparison of regulatory performance across
jurisdictions. This report is the latest in a series, initiated by COAG, directed at
benchmarking different areas of State and Territory regulation in terms of the
relative burdens on business. It thereby supports COAG’s regulatory reform agenda.

For this study, as well as benchmarking costs to business, the Commission was
asked to assess how the planning system impacts on competition and the
functioning of cities, and to identify leading practices to avoid unjustifiable
restrictions on competition and to ensure adequate supplies of urban land.

Planning, zoning and development assessment address how society allocates land
use, ranging from broad allocations for urban uses to ensuring development
applications comply with plans and plan amendments. The task is complicated and
is becoming more so, as a growing number of issues and policy agendas impact on
land-use considerations. The many cases where the costs of a land use are borne
primarily by people in limited areas, while the benefits are shared across a whole
city or region, pose a core challenge. This study reveals considerable variation in
how effectively different governments are dealing with such issues and points to
practices that would yield significant gains if extended more widely.

The study was overseen by Commissioner Louise Sylvan and Associate
Commissioner Paul Coghlan, with a staff research team led by Sue Holmes.

The Commission has been greatly assisted by an Advisory Panel of senior officials
from all governments. It also benefitted from many discussions with participants in
the sector, regulators and members of the community who filled in detailed
questionnaires. Thanks are extended to all those who contributed.

Gary Banks AO
Chairman
April 2011
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