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Introduction
The Productivity Commission released its report on Impacts of COAG Reforms: Business Regulation and VET on 15 May 2012. The report included assessments of reforms referred to the Commission in the letter of direction of 22 August 2011 and covered:

· aspects of the ‘seamless national economy’ deregulation priorities — the business regulation reforms; and
· vocational education and training (VET) reforms and initiatives that support successful transitions from school.
The approach used to assess the impacts of these reforms was outlined in the Commission’s December 2010 research report Impacts of COAG Reforms: Reporting Framework (PC 2010a) and in the discussion draft of December 2011. 
The Commission’s approach involved an economy-wide assessment of the impacts of reform. It identified the direct impacts of reform, including transition and implementation costs, and their flow-on effects on wider economic activity. Within the framework, key impacts of the COAG reforms on national economic activity, employment and income were quantified. The assessment also took into account other impacts where relevant, such as social or environmental impacts.

While the reforms assessed are diverse in nature, both within the business regulation stream and between the regulation and VET streams, a similar assessment procedure was applied across the streams. This involved:

· reporting on the scope of the reform and progress in implementation;
· identifying which groups in industry and the broader community are most likely to be directly affected and how;

· assessing the direct impacts of the individual reform streams on productivity (and business and government costs) and workforce participation — so as to generate policy scenarios for the modelling of the economic and fiscal effects of the COAG reforms being assessed; and

· economy-wide modelling of the flow-on effects from these direct impacts.

Volumes 2 and 3 of Impacts of COAG Reforms: Business Regulation and VET detail the reforms and the Commission’s assessment of the direct impacts for the business regulation and VET reforms, respectively. Each reform, or group of related reforms, is assessed individually. The overview volume draws these individual assessments together to report on the economy-wide impacts of the business regulation and VET reforms (chapters 3 and 4, respectively). The overview volume also outlines the methodology used to derive these economy-wide impacts (chapter 1 and appendix B).

This supplement provides additional detail on the economy-wide modelling undertaken by the Commission. Chapter 2 of the supplement outlines the application of economy-wide modelling in this study. It draws on more technical material presented in parts A and B of this supplement. Part A (chapters 3 to 6) details the key modifications made to the MMRF model of the Australian economy for this study, while part B (chapters 7 to 15) details the reference case used in the dynamic modelling to assess the timescale over which the benefits are likely to accrue.
This use of dynamic modelling to ascertain the timescale over which the benefits are likely to accrue is the first time that the Commission has used dynamic modelling to report on the impacts of national reform. Given this, the modelling presented should be considered as being experimental in nature.

This modelling supplement for the final report has been updated in response to feedback received on the discussion draft. The modelling reference case outlined in chapter 15 is based on an updated version of the 2005‑06 MMRF database supplied by the Centre of Policy Studies.
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