	
	


	
	



7
Government reporting obligations
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Nature of problem and case for reform
COAG announced in April that it would begin the process of examining reform options that would help overcome costly overlaps in business reporting requirements across governments:

COAG asked the Taskforce to report on specific ways to remove overlaps in Commonwealth and State and Territory reporting obligations, including the expanded use of online business reporting, for consideration at its next meeting. (COAG 2012, p. 4) 

While limited information about this was released, COAG officials have informed the Commission that the intention is to investigate the extension of the Standard Business Reporting (SBR) functionality — a reform under the Seamless National Economy national partnership — to other areas of government reporting. In addition they will assess the potential to expand the scope of the Australian Business Account that is being delivered as part of the Registering Business Names reform. 
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Potential reform and possible gains

Businesses have raised concerns over the reporting burdens placed on them in complying with regulation. These costs can be substantial given the range of regulations and reporting and record-keeping requirements. Reporting to governments represents only part of the record-keeping requirements of regulations. However, for occupational health and safety regulations alone (prior to harmonisation reforms), small and medium sized businesses reported that record keeping requirements imposed total costs of around $900 per year (PC 2010c). With over 2 million such businesses, this equates to an annual cost of close to $1.8 billion. These are the total costs, however, and do not in themselves indicate the extent of unnecessary reporting costs and hence the savings that may be on offer. 
The potential reform areas and gains from reducing government reporting burdens on businesses have been canvassed in a number of reports. In 2006, the Regulation Taskforce (2006) recommended the Australian Government adopt a business reporting standard (which later became known as Standard Business Reporting) — a multi-agency program to reduce the reporting burden to business by providing consistent and streamlined government financial reporting requirements (PC 2012b). 

Subsequent reports by the Productivity Commission have also noted possible merit in adopting reporting frameworks similar to SBR. In the Annual Review of Regulatory Burdens on Business: Social and Economic Infrastructure (PC 2009a) the Commission suggested extending the SBR methodology to help overcome some of the costs of reporting to governments:

Many industries complained of overly burdensome, duplicative and redundant reporting requirements. Extending the SBR principles and methodology to many of the sectors covered in this review could substantially reduce the reporting burden. (p. xix)

Similarly, in its review of aged care, the Commission recommended that a streamlined reporting mechanism for all aged care service providers be developed:

The Australian Government should introduce a streamlined reporting mechanism for all aged care service providers (across both community and residential aged care) based on the model used to develop Standard Business Reporting. (PC 2011c, p. 441)

COAG, as part of the first tranche of Seamless National Economy reforms, began the process of developing and implementing the SBR initiative (discussed in the following section). The initial business case developed to support the reform suggested that cost savings in the order of $800 million were possible (The Treasury 2007). However, the Commission’s recent study on the Seamless National Economy reforms (PC 2012b) found that SBR reform has only achieved a negligible take-up by business in terms of lodging reports and forms with governments, such that the benefits being achieved are small relative to those potentially available. The Commission noted that strong action will be required to deliver:

… cost reductions to business of a magnitude approaching the levels envisaged in the 2007 business case. These actions include:

· directing the focus within government agencies to prioritise the SBR program.

· providing greater certainty to businesses … regarding the progress and future plans of the SBR program …
· increasing the number of SBR-enabled forms, based on volume and complexity, within participating agencies. … 
· at the right juncture, promoting SBR to encourage business demand. This would provide the incentive to software developers to hasten the development and use of SBR in their products. 
· providing, if required and cost effective, some incentives through funding or technical expertise to increase accessibility of SBR. (PC 2012b, p. 125)

The Commission estimated that the annual benefits from SBR could be increased by $500 million from around $50 million at present (PC 2012b).  
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What has been achieved
In August 2007, the Australian Treasury commenced the development of the SBR program through a process of consultation with government agencies, software developers, accountants, bookkeepers and the broader business community, drawing on earlier work by the Australian Taxation Office (ATO). The SBR program includes a whole of government authentication for secure access to lodgement (AUSkey) and a means to lodge reports directly from their accounting software.
Approximately $170 million has been spent on the development of SBR, including funding to the States to support their revenue offices to become SBR-enabled. Software developers (key independent players in the reform process), while expressing enthusiasm for SBR, have proven reluctant to invest heavily in developing SBR capability within their software platforms without firm dates for the switch off of existing electronic lodgement systems.
In 2011, around 300 000 businesses had an AUSkey but only 1000 were using the SBR Core Services to lodge forms and reports. As a result, little reduction in the burden of reporting to government has yet been realised (PC 2012b, p 115). 
The ATO has recently committed publicly to adopting SBR technology for key reports to be lodged by June 2015. The Commission’s consultations for its 2012 study suggested that large software developers were now responding positively to the Australian Government Superstream requirement for SBR and to the ATO’s announcement. 
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Achieving effective reform in the future
The 2012 study found that although SBR offers a best practice method for business-to-government reporting, delivery of the SBR program had not provided the anticipated benefits, as the overly ambitious take-up rate outlined in the business case had not been realised. In a fast-changing regulatory environment, the program has not been treated as a priority by government, software developers or business. The Commission accordingly identified a number of implementation risks, including:
· a lack of incentives for government departments — many were slow or unwilling to transfer reporting systems across to SBR due to the costs they faced in doing so and existing agency-specific reporting channels are considered familiar and reliable by many businesses 
· a lack of public awareness of the new platform — limited effort was made to promote the new system resulting in many businesses being unaware of the new platform.
Given the much slower take up of SBR than anticipated, it would be beneficial to bed down the existing scope of SBR before extending it to other sectors of the economy. While in concept that extension should lead to reductions in the costs of business reporting, any such gains would most likely be maximised if they build on successful implementation of the original SBR program. Full implementation of the original program would provide a ‘demonstration effect’ that could greatly assist buy-in from departments and businesses for future extensions. This could, in turn, lower the costs associated with the implementation of future extensions because the need for incentives and public education would be reduced.

	46
	Report to COAG on reform potential
	


	
	Government reporting obligations
	45



