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Streamlining the process of approvals for major projects
2.1
Nature of problem and case for reform
Businesses seeking approval for major projects continue to raise concerns about lengthy, uncertain and complex approval processes. The Business Council of Australia (BCA 2012a) recently cited the case of a member company seeking approval for a major resource project where the environmental assessment for the project took more than two years, involved more than 4000 meetings, briefings and presentations and resulted in a 12 000 page report.

A number of Commission studies have also found evidence of complex approval processes for major projects and unnecessary costs imposed on businesses because of duplicative reporting requirements. 
· In the early 1990’s, the Commission found that drawn-out approval processes imposed substantial costs, delays and uncertainty for major construction and mining/mineral processing projects (IC 1991a,c). 

· The 2007 Review of Regulatory Burden on Business: Primary Sector and the 2009 Review of Regulatory Burden on the Upstream Petroleum (Oil and Gas) Sector, found evidence of unnecessary regulatory burdens and onerous reporting requirements for major primary industry and oil and gas projects. The oil and gas review presented a number of case studies to illustrate the number of approvals required, the complexity of the approval process and the number of agencies involved in various types of projects — one large liquefied natural gas project required around 390 approvals. Approval for building another gas production facility involved 35 separate agencies (operating at the Australian, State and local government levels). 

The Commission found that while compliance costs for large and complex oil and gas projects could amount to millions of dollars, the more significant costs were those associated with unnecessary project delays and uncertainties that led to increased project expenditures, reduced flexibility for responding to market conditions, inflated capital costs, increased difficulty financing projects, and reduced present value from resource development (PC 2009c).
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Potential reform and possible gains 
The Commission found that reducing unnecessary approval delays for major projects in the oil and gas sector could have significant payoffs. While noting that it was impossible to quantify precisely the aggregate cost impact of unnecessary regulatory burdens delaying and discouraging investment in the upstream petroleum sector (as judgements are required about which procedures are necessary and which are not), the Commission estimated that expediting the average approval process for a major project by one year could increase the net present value of projects by 
10-20 per cent by bringing forward income streams. 

Given the size of individual projects in the sector at the time and the pervasiveness of regulatory delays, the Commission considered that the potential benefits from reform were significant. With the upstream petroleum sector accounting for around 2 per cent of GDP at that time, reducing the regulatory burdens in this sector were estimated to provide income gains for Australian residents in the billions of dollars each year (PC 2009c). 

Any estimates of benefits from reducing delays are obviously sensitive to the number of projects being delayed unnecessarily and the additional costs incurred, as well as other parameters (such as the discount rate). Estimates accordingly vary considerably. The Business Council of Australia recently reported that there is a pipeline of $921 billion committed and prospective investment opportunities in large-scale projects in Australia (42 per cent of the projects are under construction, 7 per cent ‘committed’, 21 per cent ‘under consideration’ and 30 per cent ‘possible’ — BCA 2012b). For the resources sector alone, the Bureau of Resources and Energy Economics estimate the investment pipeline to be close to $500 billion, of which $240 billion is made up of projects that are at an early stage and still subject to government (and business) approvals (BREE 2012).
The Commission’s 2011 benchmarking study on Planning, Zoning and Development Assessments, revealed differences in assessment and approval practices across jurisdictions (including variations in ‘how’ major projects are assessed, the criteria for triggering alternative assessment paths, the basis for referral to specialist government agencies, the way referral responses are coordinated and the time allowed for responses) and identified model practices for Australia’s planning systems. While the benchmarking study did not identify detailed reform options, it suggested that if the following model practices were extended more widely there could be significant gains: 
· early resolution of land use and coordination issues

· determine as much planning policy as possible early in the planning-to-approval chain and obtain commitments to undertakings

· engaging the community early and in proportion to likely impacts

· greater clarity around community preferences, and explaining plans in terms of optimising the overall community welfare is likely to gain greater acceptance 

· broad and simplified development control instruments

· rational and transparent allocation rules for infrastructure costs 

· improving development assessment and rezoning criteria and processes
· through linking development assessment requirement to their objectives, using risk-based approaches for assessing development projects, facilitating the timely completion of referrals, adopting practices to facilitate the timely assessments of applications and access to relevant information, and providing transparent and independent alternative assessment mechanisms

· disciplines on timeframes

· more extensive use of timeframes for planning processes to provide better discipline on agencies and give developers more certainty

· transparency and accountability in planning decisions (PC 2011f). 

The Commission’s draft benchmarking report on The Role of Local Government as Regulator also suggested that standardised templates that clarify the responsibilities of each level of government and guide local government involvement in the development and regulation of mining and extraction industries (previously recommended in PC 2009c) constituted leading practice and could be applied to other industries: 
This approach would appear to have general application to any area where more than one level of government is involved and the possibility of confusion over responsibilities is relatively high. (PC 2012d, p. 472)
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What has been achieved 
All jurisdictions have recently undertaken some planning system reforms (including revising and amending planning legislation) or continue to have some reform initiatives underway (PC 2011f). The Commission noted leading practice planning approaches being adopted by various jurisdictions including:

· a single agency to coordinate multiple agencies — South Australia’s approach of having referral requirements collectively detailed and located in ‘one place’
· applying binding timeframes, with limited ‘stop the clock’ provisions to the decisions made by referral bodies — New South Wales, Victoria, Queensland, South Australia and the ACT have all established timeframes in which referral bodies must respond to referrals 
· having memoranda of understanding between referral bodies and planning authorities regarding what advice will be provided by referral bodies and how that advice will be dealt with by planning authorities (PC 2011f). 
As discussed in section 1, some progress has also been made in streamlining environmental and approval processes by implementing bilateral agreements which allow for a single environmental assessment process (otherwise requiring the assessment at both the Australian and relevant State or Territory government level) and strategic assessments which allow potential impacts across an entire landscape to be assessed before development begins, rather than looking at individual projects on a case by case basis (BRCWG 2012; PC 2011f).
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Achieving effective reform in the future
The challenge of improving the efficiency of major project approvals and providing more predictable timeframes and process certainty (without compromising the integrity of planning and assessment), should not be underestimated. Any reform conducted in a multi-level regulatory governance context is complex, and in relation to planning and assessment, the Commission said: 
The regulations and agencies involved in planning, zoning and development assessment constitute one of the most complex regulatory regimes operating in Australia. This regulatory system is not like most other regimes which have a clear delineation between policy making, regulation writing and administration. (PC 2011f, p. XXVI)
Also that:

While COAG and its many ministerial councils may provide the best option for improving coordination, the challenge is major for both harmonisation of planning and its implementation. (PC 2011f, p. 390)
The Commission also pointed to the need for political commitment if reform in this area was to be achieved in the oil and gas sector: 
 … strong political will and leadership will be essential if meaningful improvement in the way this sector is regulated across multiple jurisdictions is to be successfully implemented, and sustained. (PC 2009c, p. XX) 

The scale and complexity of many major projects mean that approvals for such projects will continue to involve extended time periods and many agencies. The assessment approval task also appears to be becoming more complicated, with a growing number of issues and policy agenda impacts on land-use considerations, and higher expectations relating to public and stakeholder involvement. COAG has tasked Heads of Treasuries with providing advice on a proposal to benchmark Australia’s major project development assessment processes against international best practice. Should such a review occur, it could shed further light on necessary steps to advance reform in this area. 

	18
	Report to COAG on reform potential
	


	
	Approvals for major projects
	17



