	
	


	
	



6
Business perceptions of local government regulation
	Key points

	· Business stakeholders raised many concerns regarding local government regulation including complex regulatory frameworks, jurisdictional overlaps and inconsistencies, protracted timeframes, lost business opportunities, lack of transparency, regulatory creep and the inadequate resourcing of local governments.
· Many businesses reported that it is the cumulative cost of all regulation that concerns them the most — this compounding effect of regulation can have pervasive effects, particularly on small business.
· More than one in five surveyed businesses indicated that regulatory dealings with local and territory governments in the last three years have had a negative impact.
· The perception that regulation had a negative impact on business was highest in New South Wales, Western Australia and Queensland.
· The view that regulation had a positive impact on business was most common among businesses based in South Australia and Victoria.

· A significant majority of surveyed businesses with dealings in multiple areas of regulation reported that regulations in the areas of planning and land-use and building and construction had the most impact on business.

· While the majority of surveyed businesses were satisfied overall with their recent regulatory dealing there were a number of areas of concern:
· half stated that approval times were uncertain

· 43 per cent of businesses said the time and effort to comply was excessive

· one third considered that there was too much duplication with state government regulation, rules and guidance were too complex and fees were unreasonable.

· Businesses with recent regulatory dealings with local governments in Queensland, Western Australia and New South Wales were not satisfied with their overall dealings while businesses with local government dealings in South Australia and Tasmania were the most likely to be satisfied with their dealings. Complaints that:
· the time and effort to comply were too long was most common among businesses with dealings in Queensland and New South Wales
· approval times were uncertain were most common for businesses with dealings in Western Australia and Queensland
· there was too much duplication with state government regulation were common among businesses with dealings in New South Wales and Queensland
· rules and guidance were too complex and that business was treated unfairly were most commonly reported among businesses with dealings in New South Wales
· fees were unreasonable were most common among businesses with recent dealings in Queensland.


While most businesses agree that much regulation is both necessary and beneficial, many have suggested that the volume of LG regulation and inconsistencies that exist between jurisdictions have imposed significant and unnecessary compliance burdens.

This chapter firstly presents some snapshot statistics of businesses in LG areas. It briefly explores some unnecessary burdens that may arise from LG regulation and introduces the Commission’s approach to gathering information. The chapter then follows with a discussion on the broad range of concerns raised by participants to this study including a presentation of results from business perception surveys. Finally, it presents the areas of LG regulation selected for benchmarking.
6.1
A statistical snapshot of business in local government areas
Considerable diversity exists both within and between jurisdictions. Chapter 2, for instance, described the diversity in size, population and roles between LGs. Chapter 3 documented significant differences in legislative frameworks and chapter 4 reported differences in the revenue resources and skills base of LGs. Business activity is another area of diversity between LG areas.

In a well-managed regulatory system, business would be expected to thrive. The Chamber of Commerce and Industry Queensland commented:

While acknowledging that effective regulation can deliver positive outcomes for business and the community, inappropriate and inefficient regulation continues to impact significantly on the cost of conducting business in Queensland. (sub. 36, p. 1)

While regulation can have a direct impact on business activity, there are a number of other factors which impact on business growth and participation in LG areas including demographic trends, average household income, labour market participation, access to credit and availability of land. This section presents some snapshot statistics to highlight diversity in business participation between LGs. However, it does not attempt to attribute the reasons for any differences as the LG regulatory environment is just one of a multitude of factors which can impact on business activity.

Business numbers in LG areas
In June 2009, there were almost 2 million businesses operating throughout Australia in LG areas. The majority of these businesses were in the most populous states of New South Wales (34 per cent), Victoria (26 per cent) and Queensland (21 per cent).
Business communities in LG areas are dominated in number by small businesses. Most businesses (60 per cent) are non-employing and a further 24 per cent employ fewer than 5 people. Only 15 per cent of businesses employ 5 or more workers.
The LG with the largest population and greatest number of businesses is Brisbane City Council, with a population in excess of one million people and over 107 000 businesses.

The median number of businesses in single LG areas in Australia was 1153. However, there are wide disparities between jurisdictions. In general, LGs in Victoria have the greatest number of businesses (with a median of over 4300). This compares with median business numbers of 300 and 75 in LGs in Western Australia and the Northern Territory, where business numbers per LG area are generally the lowest (table 6.1).
By LG regional classification (as defined in chapter 2), the majority of businesses are located in urban metropolitan areas, where the majority of Australia’s population resides. In June 2009, 44 per cent of the population living in LG areas were living in urban metropolitan regions. Similarly, almost 900 000 businesses or 45 per cent of businesses were operating in urban metropolitan areas throughout Australia. A significant number of businesses are also located in urban regional LG areas while relatively few businesses operate in rural and remote areas (table 6.1).
Table 6.

 SEQ Table \* ARABIC 1
Number of businesses in LG areas by size and region, June 2009a
	
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	NT
	Total

	Businesses by LG area (no.)
	
	
	
	
	
	
	
	

	Median
	1 865
	4 303
	695
	294
	997
	866
	75
	1 153

	Lowestb
	36
	310
	0
	3
	0
	117
	0
	0

	Highest
	43 837
	29 370
	107 401
	18 615
	14 692
	5 725
	6 190
	107 401

	Businesses by size (no.)
	
	
	
	
	
	
	
	

	Non-employing
	391 060
	304 667
	248 116
	129 498
	89 883
	21 927
	7 357
	1 192 508

	Employ 1–4 people
	174 055
	126 068
	93 211
	46 506
	28 699
	8 099
	2 615
	479 253

	Employ 5–19
	76 323
	56 497
	45 987
	23 559
	16 281
	5 239
	1 471
	225 357

	Employ 20 or more
	25 501
	19 772
	18 446
	10 000
	5 595
	1 808
	805
	81 927

	Total
	666 939
	507 004
	405 760
	209 563
	140 458
	37 073
	12 248
	1 979 045

	Businesses by LG region (no.)
	
	
	
	 
	
	
	
	

	Urban capital city
	43 837
	29 370
	107 401
	13 085
	14 692
	5 725
	6 190
	220 300

	Urban metropolitan
	295 685
	270 398
	161 032
	102 552
	67 962
	na
	na
	897 629

	Urban fringe
	109 222
	79 925
	6 456
	43 381
	22 604
	9 049
	1 293
	271 930

	Urban regional
	156 498
	96 182
	112 174
	17 799
	9 413
	10 326
	2 501
	404 893

	Rural
	61 034
	31 129
	14 168
	27 431
	25 787
	11 973
	1 811
	173 333

	Remote
	663
	-
	4 529
	5 315
	0
	-
	453
	10 960

	Business density
(number of businesses per 1000 population)
	
	
	
	
	
	
	
	

	Average
	94
	93
	92
	93
	87
	74
	56
	92

	Median
	106
	97
	94
	114
	102
	73
	18
	100


a(Of the 563 LGs under study this data includes 558. The ABS does not report business numbers for Silverton Village, Tibooburra, Gerard, Yalata and Nipapanha. b In a number of Aboriginal LGs there are no recorded businesses. The Commission excludes business numbers in unincorporated areas and in Weipa (which is administered by Rio Tinto). na not applicable.
Sources: ABS (Regional Population Growth, Australia 2010-11, Cat. no. 3218.0);  ABS (Counts of Australian Businesses, including Entries and Exits, June 2007 to June 2009, Cat. no. 8165.0, data cube ‘Businesses by Industry Division by Statistical Local Area by Employment Size Ranges). The Commission used the ABS SLA to LGA concordance (ABS Cat. no. 1216.0) to convert the published SLA data into LGA data. At the SLA level, the ABS randomly adjusts the data to avoid the release of confidential data. 
Business density in LG areas
Business density, defined as the number of businesses per 1000 population, is likely to provide more meaningful estimates of differences in business activity between jurisdictions than business numbers alone as the measure accounts for diversity in population size.
Table 6.1 shows that in most states business density is around 90 businesses per 1000 population (with the exception of Tasmania and the Northern Territory where estimates are lower at 74 and 56 businesses per 1000 population, respectively). The median business density of LG areas is more variable, ranging from a median of 18 businesses per 1000 population in the Northern Territory to 114 businesses per 1000 population in Western Australia.
Figure 6.1 presents population density for each LG area by regional classification. Median density ranges from 43 businesses per 1000 people in remote areas to 247 businesses per 1000 people in urban capital cities. However, it is important to note that the estimates do not take into account that business customers may reside in LG areas outside the area of business. This is of particular importance in capital cities. For instance, the relatively high business densities in Perth City and Adelaide City Council (both over 750 businesses per 1000 population) reflects that business customers in these LG areas are drawn from residents from a range of LG areas.
Capital cities aside, the classification with the highest median business density is rural LG areas (125 businesses per 1000 population). The rural LG with the highest business density is Lake Grace, one of the largest agricultural shires in Western Australia, with over 250 businesses per 1000 people. However, business density for the large majority (80 per cent) of rural LGs is between 75 and 175 businesses per 1000 people. 
At the opposite end of the scale, in remote LG areas the largest business density is in Richmond Shire Council, Queensland where there are about 180 businesses per 1000 people but for the majority (75 per cent) of remote LGs, business density is less than 100 (figure 6.1).
Figure 6.

 SEQ Figure \* ARABIC 1
Business densitya by regional classificationb, June 2009
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a Number of businesses per 1000 population b(Of the 563 LGs under study this data includes 558. Data is not reported for Silverton Village, Tibooburra, Gerard, Yalata and Nipapanha. 
Data sources: ABS (Regional Population Growth, Australia 2010-11, Cat. no. 3218.0);  ABS (Counts of Australian Businesses, including Entries and Exits, June 2009, Cat. no. 8165.0). The ABS SLA to LGA concordance (ABS catalogue 1216.0) was used to convert the published SLA data into LGA data. 
6.2
Unnecessary burden of regulation
Repeatedly in consultation and submissions, businesses reported that it is the ‘total weight’ or cumulative cost of all regulation that concerns them the most.
Coles Supermarkets Australia, for example, commented:
While we agree regulation is necessary to achieve certain policy objectives, it is the cumulative impact of regulation that imposes the greatest burden on our business. As a national retailer, we strongly support any reform program aimed at simplifying and reducing the regulatory compliance burden on business, across and within local government. (sub. 5, p. 1)
Similarly, the Department of Resources, Energy and Tourism stated:
The cumulative impact of regulation is a significant challenge for the tourism industry. It is important for regulators to be mindful that businesses must meet a range of regulatory requirements which can be confusing and costly to navigate. (sub. 37, p. 3)
This compounding effect of regulation can have pervasive effects, particularly on small business. The Small Business Development Corporation (of Western Australia) commented:

Small businesses operate in an environment of regulations, covering many aspects of their daily operations, and which are set by all tiers of government. As is well understood, small businesses are typically disproportionately and detrimentally impacted by government regulations and compliance burdens, and any moves to reduce this impost would be greatly welcomed by the sector. (sub. 29, p. 2)

Generally, for regulation to achieve its objectives a necessary consequence is that some burden is placed on business. However, when regulations are poorly designed or there are duplicative reporting requirements or inconsistent application and interpretation between jurisdictions, they may impose greater burdens on business than is necessary to achieve their objectives. In this study it is unnecessary regulatory burdens that are of primary concern. Some specific examples of unnecessary burdens that may arise from LG regulation are provided in box 6.1.
	Box 6.

 SEQ Box \* ARABIC 1
Some examples of unnecessary burdens

	Unnecessary burdens may arise from:

· additional administration and operational costs (including paperwork costs) needed to meet regulatory requirements

· excessive coverage of the regulations, including ‘regulatory creep’ — regulations which encompass more activity than was intended or required to achieve the objective
· specific regulations which are covered under generic regulation

· unduly prescriptive regulation that limits the ways in which businesses may meet the underlying objectives of the regulation

· unwieldy licence application and approval processes
· excessive time delays involved in obtaining responses and decisions from regulators
· rules or enforcement approaches that inadvertently provide incentives to operate in less efficient ways

· regulations which unnecessarily result in lost business opportunities, constrain the capacity to respond to changing technology or change the characteristics of their products, what they produce or where they produce it

· associated costs of education and training or consulting services required to understand and comply with complex regulatory requirements and changes to those regulations

· invasive regulator behaviour such as overly frequent audits, inspections or information requests
· inconsistent processes within and across councils, including differences in interpretation of similar requirements
· overlap or conflict in the activities of LGs with state and commonwealth regulators

· limited appeals processes and the ease with which these can be accessed.

	

	


The Commission’s approach to gathering information

The Commission drew on a range of sources to identify areas of LG regulation which impose unnecessary burdens on business. These included submissions, consultations with business, regulators and other stakeholders, existing survey data, a small and medium businesses survey conducted through the Sensis Business Index and a survey of LGs. Appendix B details the Commission’s approach to gathering information.

6.3
Regulatory concerns raised in submissions and in consultations

Through submissions and stakeholder consultations, the Commission was made aware of various areas of LG regulation where differences existed among Australian jurisdictions and which imposed burdens on business. However, given the sheer breadth of LGs’ regulatory roles and the broad range of concerns raised by business during consultations and in submissions, it is not feasible to report every concern raised. The Commission’s approach has been to focus on activities of LGs that materially affect costs incurred by business, as consistent with the terms of reference.
Planning and land use, building and construction, transport, public health and safety, environment and food safety were the regulatory areas repeatedly raised as areas of concern in consultations and submissions. Specific concerns raised in these areas are discussed in the chapters which follow and a list of those areas benchmarked is provided in section 6.6. The national survey of business perceptions of LG as regulator, discussed in section 6.5, also provides information across different areas of regulation.
Participants also raised a number of generic or overarching concerns related to LG regulation and processes. These concerns can be grouped into three categories — the cost of LG regulation; the transparency of regulatory requirements and decision making; and the resourcing of LGs.
The cost of LG regulation

Business raised many concerns about the cost of LG regulation including complex regulatory frameworks, intra- and inter-jurisdictional overlaps and inconsistencies, protracted timeframes and lost business opportunities.
Complex regulatory frameworks

Many participants to this study reported that complexity is making the regulatory environment increasingly difficult to navigate. For example, the Business Council of Australia commented:

The complexity involved in addressing regulatory requirements is becoming increasingly difficult for business to manage, resulting in a significant cost burden for many companies. This complexity is also relevant for local government resourcing, with companies highlighting the fact that there often appears to be a lack of knowledge and understanding regarding the guidelines that they are required to enforce. (sub. 38, p. 3)
Similarly, the Department of Resources, Energy and Tourism noted:

Australia’s regulatory environment is complex. Businesses are often required to satisfy the regulatory requirements of Commonwealth, state and local government, and to interact with more than one regulatory authority at the Commonwealth and state level. In many instances, to establish a new business or expand/change the nature of an existing business, regulatory approvals are needed concurrently and a delay in one area can impact business costs and start-up times. (sub. 37, p. 3)

Nekon describes the complex planning system in Tasmania where there are 36 different planning schemes to comprehend:
The 36 planning schemes have developed into very complex documents that even professionals both within and outside councils appear not to fully understand at times. This leads to property developers and their consultants enduring considerable frustration in navigating through the requirements of 36 different planning schemes. (sub. 24, p. 1)
A number of submissions reported that complexity in regulatory processes are particularly onerous for small business. For example, the New South Wales Small Business Commissioner stated:

Local councils, over time, have developed complex processes which are consistently applied to all applicants, regardless of their capacity to deal with these processes. This means that there is no discretion about how councils can work cooperatively with small businesses in a way which may be more appropriate than the way they deal with large businesses. (sub. 18, p. 2)
Inter- and intra-jurisdictional overlaps and inconsistencies.

As foreshadowed in the earlier comment by the Department of Resources, Energy and Tourism, regulatory complexity often arises from intra- and inter-jurisdictional differences in regulation. Intra-jurisdiction differences were noted as a primary concern for the Australian Institute of Architects who said: 

Inconsistency between local government area planning schemes, even when purportedly made under the same state or territory authority, is a significant barrier to an efficient planning approval system. Ostensibly, planning schemes under an overarching strategic plan, developed by a state or territory government, should vary only in what geographical areas have the relevant zone under the strategic plan applied. We understand this is often not the case. (sub. 40, p. 1) 

Similarly, the NSW Business Chamber (NSWBC) commented:

With 152 councils continuing to operate in NSW, NSW businesses are exposed to significant variations in interpretation and application of councils’ regulatory functions. While the NSWBC is supportive of the democratic principles underlying local government decision making, the current size and scope of councils in NSW means that councils are not effective in working with business in driving economic growth. This is particularly apparent within the Sydney Basin. (sub. 11, p. 8)
Stakeholders also expressed concerns regarding the coordination of regulatory processes between different government bodies. For example, the National Farmers Federation said:

In Tasmania, it has been noted that a lack of a coordinated approach and communication between local government and other government bodies regarding the administration of regulation can result in wasted time and money ... An overlay of administration of regulation by multiple levels of government bodies leads to a lack of clarity and creates the impression of unnecessary complexity. This can lead to farmers spending an inordinate amount of time trying to ascertain which tier of government they should be dealing with for a particular matter. (sub. 30, pp. 3–4)
Differences in regulatory interpretation between states were a key concern for participants including member companies of the Business Council of Australia. By way of example:

One company described the highly variable advice received from different states in regards to the interpretation of the word ‘meat’ in the Uniform Trade Measurement legislation. In one state meat was defined as red meat only while in another it was defined as all animal flesh other than seafood. Similarly, the different interpretation and approaches that individual environmental health officers have applied to the food safety legislation has in some cases resulted in considerably varied ratings for inspections in the one site. (sub. 38, p. 2)
Inconsistencies in enforcement procedures were also reported by Coles Supermarkets which commented:

While progress has been made to improve the effectiveness and consistency of all levels of government regulation, inconsistencies in the development and enforcement of local government regulation remains a key issue for our business. For a national retailer with 2200 outlets, any form of inconsistency limits our ability to implement nationally uniform processes and procedures, or alternatively, requires us to implement the most stringent requirement at much greater expense. Inconsistencies also create duplication in paperwork or administration, team communications and require specialist legal, regulatory and compliance resources to monitor all possible regulations to ensure ongoing compliance. (sub. 5, p. 2)

Further, Hosted Accommodation Australia described how businesses in its industry were affected by inconsistencies:

In some instances the regulation requirements established at a state level are not being followed correctly resulting in either charges being made for services that are not being delivered or over interpretation of the regulation’s requirements. Some users are being instructed to carry out regulatory functions beyond the required regulation at their own expense, whereas others are incurring costs on instruction from council officers to undertake expenditure that is not required under the regulation with the proviso that not to comply would result in further action. (sub. 13, p. 1)

Protracted timeframes

Complaints regarding delays in LG decision making have been a recurring theme in this study. The NSW Small Business Commissioner noted:

Some of the most common complaints I hear about are the delays and perceived obstructionism by local councils in relation to planning and other business-related applications made by small businesses. These behaviours have the tendency to impose rules to hinder growth rather than provide solutions to encourage jobs growth, promote sustainable development and create thriving environments. (sub. 18, p. 1)

The Housing Industry Association said:

Many of the problems faced by builders when dealing with local government relate to the plethora of planning requirements and delays in the administration of the planning and building system. Particularly in planning there are long delays experienced in processing applications and local governments are frequently unable to meet statutory deadlines. (sub. 34, p. 6)

The NSW Small Business Commissioner added that small businesses were particularly burdened by time delays.

A small business is understandably less financially able to deal with long time delays in processing; however there is no capacity within councils to respond to the fact that the economic impacts for small businesses are significantly more arduous. It should not be acceptable that the approval process for development applications can take years in some instances, for what can be minor works. (sub. 18, p. 2)

Lost business opportunities
Opportunity costs can pose a significant compliance cost for business. Lost opportunities may result from regulation-induced changes in prices and resource allocation and delays in the introduction of new products and services. Regulations can change the incentives facing businesses in ways that lead them to change the characteristics of their products, what they produce or where they produce it.

A number of participants reported the loss of business opportunities arising from LG regulation. The Small Business Development Corporation stated:

… variations in planning requirements impact on small business and ultimately end consumers. As the RTRG reported ‘Some developers may avoid projects in certain areas where they have experienced delays or difficulties in the past and others may choose not to enter the market at all’. (sub. 29, p. 6)

The Department of Resources, Energy and Tourism added:

Planning schemes are complex and challenging to navigate and can act to prohibit, discourage or limit the scope of developments. This is particularly the case where land is zoned in a manner that does not provide for tourism uses. (sub. 37, p. 4)

In a similar vein, the Queensland Tourism Industry Council said that businesses:

… draw attention to an increasingly complex and costly regulatory environment, threatening the viability of existing operations and deterring further investment. (sub. 33, p. 4)

Further, the Victorian Caravan Parks Association commented:

The current environment for new developments is already heavily burdened with high costs and lack of availability of debt funding, and the difficulty in finding affordable development sites, so the uncertainty and delays caused by regulation are increasing the number of parks being sold for redevelopment and reducing the number of new tourist parks. (sub. 32, p. 2)

Transparency in regulatory requirements and decision making
During the course of the study many businesses called for increased transparency in regulatory processes to address concerns about the lack of certainty. For example, the Small Business Development Corporation said:

The SBDC believes that local governments should publish and make publicly accessible internal policies and guidelines used in decision-making processes, including clearly defined timeframes for common applications and approval processes. (sub. 29, p. 13)

Similarly, the Australian Trucking Association commented:

What the industry expects from any level of government is accountability, transparency and the opportunity for a platform of discussion with policy makers. While some areas of local government are achieving this, a large number are not fulfilling their role as public providers. (sub. 8, p. 10)

The setting of LG fees and charges was raised as an area where increased transparency is considered warranted. Hosted Accommodation Australia said:

A further major problem is the lack of transparency of costs and charges made by councils for services. Confusion exists as to what is being paid for and the service provided. The differences in charges that exist across many Councils effectively creates a deterrent to the development of an accommodation business in one shire as opposed to an adjacent shire which has a more lenient approach to recovery of costs. (sub. 13, p. 1)

This view was echoed by the Accommodation Association of Australia:
It may be stating the obvious, but because councils operate in a monopoly, i.e. they don’t compete with each other, businesses have little choice but to foot the bill for these costs, i.e. they are unable to simply choose to pay another council instead. It is the submission of the Accommodation Association that a more formal and transparent structure of costs imposed by LG on business be put in place. 
(sub. 17, p. 4)

Regulatory creep

Participants to the study identified a number of areas of ‘regulatory creep’. Regulatory creep is a term used to describe the propensity of regulators to broaden regulation over time and beyond the boundary of the regulation’s intent. 

The Chamber of Commerce and Industry Queensland (CCIQ) suggest that a lack of understanding of the compounding effect of regulation is the primary cause of regulatory creep:
CCIQ firmly believes it is the cumulative effect of regulation and its ongoing growth that creates a regime that is stifling to business and the economy. Unfortunately it is our experience that governments struggle to fully appreciate and understand the cumulative effect of regulation and this is the primary reason for regulatory creep. (sub. 36 p. 2)
Regulatory creep impacts on business by increasing compliance costs above what is necessary to achieve the intended policy outcome.

The Brisbane City Council described regulatory creep in environmental regulation:
The expansion of the regulatory system has resulted in regulatory inconsistency and excessive burdens on businesses attempting to understand and comply with all levels of regulation. In the environmental regulatory area in particular, Council’s experience is that provisions change constantly and even the website locations of such provisions move around. Businesses incur substantial costs employing technical experts to work through the regulations and interpret them for their business. (sub. 26, p. 5)

Similarly, the Business Council of Australia reported overregulation regarding noise and environmental regulation:

One company describes an instance where LG processes have crept into the remit of state government in regards to noise and environmental management at a refinery site. This has led to similar regulation being imposed at both the state and local levels resulting in additional complexity, time and costs for the associated business. (sub. 38, p. 1)

Further, the Housing Industry of Australia in a paper attached to its submission described regulatory creep in building regulation:
The problem of Local Government regulatory interventions over and above the minimum necessary requirements of the BCA [Building Code of Australia] has been well documented. The concerns centre on the cost impacts on housing affordability in particular and whether the regulatory interventions have been subject to COAG Principles. The subsequent erosion of national consistency that results from such interventions is also a significant concern for industry. (sub. 34, p. 12)

Inadequate resourcing of local governments
A number of participants expressed concern that inadequate resourcing of LGs is impacting on LG regulatory processes and decision making creating unnecessary burdens on business.

The Australian Logistics Council noted:

It is true that because of a lack of size, many local government areas do not have the skills and resources, or alternatively, do not prioritise the task of undertaking, or obtaining, the engineering assessments necessary to make informed road access decisions. Regrettably, on occasion decision making can be either inconsistent or capricious. (sub. 15, p. 3)
The NSW Small Business Commissioner considers that inadequate resourcing contributes to delay costs in LG decision making:
Many small businesses face unacceptable delays when they seek planning approvals from councils. There is a common complaint that local council staff do not understand the financial impacts when small business owners are required to adhere to duplicative and excessive assessment procedures and wait for significant periods for council assessments. Anecdotally, the current situation has arisen due to lack of adequate resourcing of councils, a culture which is not strongly focussed on customer service or an appreciation of how businesses operate and lack of appropriately skilled planners to undertake assessments. (sub. 18, p. 2)

Participants generally considered that small LGs are more burdened by inadequate resourcing. The Small Business Development Corporation noted:

Just like small business themselves, very small local governments often have problems attracting qualified and competent staff for specialised positions (such as managerial roles, town planners, engineers and building surveyors), particularly in regional and remote areas. The lack of appropriately skilled and experienced council staff can lead to poor or inconsistent decision-making, which can have a detrimental impact on small businesses. (sub. 29, pp. 10–11)

Similarly, the National Farmers Federation described under resourcing in Queensland.

The issue of resourcing/staffing is a particular concern to remote rural councils in Queensland as they have a limited rate base (e.g. Boulia has only 300 to 400 people) and it is often difficult to attract and retain appropriately qualified staff. In August 2011, 90% of councils in Queensland were facing a skill shortage. (sub. 30, p. 3)

Revenue ‘gouging’
Some stakeholders reported that the inadequate resourcing of LGs has resulted in them seeking to obtain additional revenue from business.

The NSW Small Business Commissioner commented:

In many cases, local governments are seeking additional revenue streams to support their operations, which have the unintended consequences of imposing additional costs on local businesses which inhibit growth rather that encourage it, and have the potential to contribute to the undermining of an entire region’s growth. (sub. 18, p. 2)

The Small Business Development Corporation observed:

The Accommodation Association is becomingly increasingly concerned that LGs are gouging tourism accommodation businesses through the council rates they are charging these businesses. An example of this is Shire of Roebourne, which is centred on Karratha in the resource-rich Pilbara region in WA. (sub. 29, p. 5)

Similarly, in consultations in Darwin, it was repeatedly raised that the lack of a revenue stream from rates in shires could potentially result in LGs looking towards mining and agricultural businesses to provide increased revenue.
6.4
Business perception surveys

Business perception surveys can be used as tool for gaining a broad understanding of business views in relation to the regulatory role of LGs. The Commission used a survey of small and medium-sized businesses to question them on a range of perceptions including:
· the areas of regulation where businesses have the most regulatory dealings 
· the LG regulations that businesses are most concerned about and which create the largest burden
· information on the consistency and differences between LGs as regulators
· identification of any particular industries which may face burden from LG regulation
· differences between business perceptions of LG in urban, fringe, rural and remote areas

· LG regulatory areas where there is too much duplication with state government regulation

· whether dealings with LG have improved or worsened in recent years.
Victorian survey of business perceptions of local government
A comprehensive survey of business perceptions of state and LG regulations in Victoria was conducted by Roy Morgan Research in December 2009, commissioned by the Victorian Competition and Efficiency Commission (Roy Morgan Research 2010).
In this survey, 605 Victorian businesses or one third of all those surveyed indicated that they had a regulatory involvement with LG over the previous three years. A quarter of businesses stated their most recent dealing was related to planning and land use regulations and another quarter indicated their dealing was related to building and construction. There was also a significant number of dealings related to road, parking and transport and food safety. Table 6.2 presents some key results.
Overall, 68 per cent of businesses indicated that their business was treated fairly by LG in their regulatory dealings. If a business whose most recent dealing was related to transport, the environment or planning and land use, they were the least likely to agree that their business was treated fairly. Other findings included:

· the majority of surveyed businesses agreed that information provided by council was clear and that advice was reliable and consistent

· businesses in planning and land use and building and construction were most likely to feel uncertain about how long decisions would take and feel that the time and effort to comply was too long

· about 30 per cent of business respondents stated that there was too much duplication of LG regulation with state/territory regulation but in the environment protection and pollution regulatory area the percentage was significantly higher (44 per cent)

· businesses which indicated that the regulatory dealing had a negative impact ranged from 18 per cent in the health and professional regulatory area to over 50 per cent in planning and land use (table 6.2).
Table 6.

 SEQ Table \* ARABIC 2
Business perceptions of local government in Victoria

Most recent regulatory dealing, by major regulation area

	
	Planning & land use
	Building & construction
	Roads, parking & transport
	Food safety
	Health & professional
	Environment protection & pollution
	Total

	
	Per cent of respondents which agree

	Business was treated fairly
	61
	74
	57
	86
	80
	59
	68

	Information provided by council was clear
	60
	67
	59
	85
	87
	63
	67

	Advice council gave was reliable and consistent
	54
	66
	53
	78
	76
	48
	63

	Felt uncertain about how long the decision would take
	65
	63
	53
	21
	29
	44
	50

	Felt the time and effort it took to comply was too long
	57
	52
	31
	19
	13
	30
	38

	Felt there was too much duplication with state government regulations
	35
	33
	20
	16
	29
	44
	28

	Felt the dealing had a negative impact on the business
	51
	43
	46
	22
	18
	37
	38

	Number of businesses 
in sample (per cent)
	146
 (24)
	145
(24)
	91
(15)
	88
(15)
	45
(7)
	27
(4)
	605
(100)


Source: Roy Morgan Research (2010, p. 21).

The survey also sought information on any recent changes in LG business perceptions (table 6.3). Of particular significance, 50 per cent of business respondents stated that LG regulation was more demanding in 2009 than in 2007. By industry, businesses in agriculture, forestry and fishing, construction and property and business services were most likely to agree that regulation had become more demanding over the two year period (figure 6.2).
Table 6.

 SEQ Table \* ARABIC 3
Change in perceptions of LG in Victoria
Business regulation in 2009 compared with regulation in 2007
	
	Agree 
	Same
	Disagree
	Don’t know

	
	Per cent of respondents

	Council regulation is more demanding
	50
	18
	18
	14

	Council regulation is more streamlined
	23
	18
	37
	23

	Council decision making is more transparent
	22
	21
	38
	19

	Council monitoring is more intrusive
	38
	19
	25
	19

	Council timeliness has improved
	18
	18
	39
	25

	The quality of council staff advice and guidelines have improved
	26
	23
	34
	17


Source: Roy Morgan Research (2010, p. 33).
Figure 6.

 SEQ Figure \* ARABIC 2
Regulation is more demanding in 2009 than in 2007

By industry, Roy Morgan survey conducted in 2009.
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Data source: Roy Morgan Research (2010, p. 34).

Other state surveys

Business SA included three supplementary questions in its September 2011 Business SA Survey of Business Expectations to provide a snapshot of business perceptions on LG regulation in South Australia. 

· When asked if LG regulations have a positive or negative impact on business operations 40 per cent of respondents reported a negative impact, a further 40 per cent indicated that there was no impact and 17 per cent reported a positive impact.

· By regulatory area, business respondents indicated that building and construction (27 per cent), infrastructure and roads (20 per cent), planning and land use (18 per cent), health and safety (7 per cent) and environmental issues (3 per cent) were of most concern.
· By the nature of concern, fees and charges concerned the most respondents (38 per cent) followed by the timeliness of decision making (14 per cent), reporting requirements (10 per cent), consistency across councils (10 per cent), transparency of processes (4 per cent) and clarity and scope of information (4 per cent). The remaining 20 per cent of respondents did not consider any areas of LG regulation were of concern (sub. 9, pp. 1–2).

In 2010, Reducing the Burden, a report by the Red Tape Reduction Group, Western Australia, identified a number of LG regulatory areas which impact on business operations. Of the top ten issues raised during consultations, five involved LG, namely planning, environmental licences and approvals, liquor licensing, LG operations and building. Further, the report concluded that the majority of regulatory burdens in Western Australia was not sourced from legislation or regulation passed through parliament, but from quasi-regulations such as policies, procedures and business rules. (Small Business Development Corporation, sub. 29, p. 4).
In 2011, the Chamber of Commerce and Industry’s, Queensland Red Tape Survey reported that the majority of business considered that LG regulation has a moderate (35 per cent) or high impact (31 per cent) on their business.
In addition respondents reported that the three most costly compliance processes were:

· complying with and implementing LG regulatory requirements (24 per cent)

· completing LG paperwork and reporting requirements (21 per cent)
· understanding LG obligations and regulatory requirements (17 per cent). (Chamber of Commerce and Industry Queensland, sub. 36 pp. 3–4)
A need for a national survey of business perceptions
A number of differences between jurisdictions can be observed when comparing the results from state surveys. For example, in South Australia fees and charges and building and construction were reported as the biggest concerns whereas in Victoria, timeliness and consistency and planning and land-use were considered by business as the major issues.

However, it is problematic to compare survey results which are based on different survey designs and methods. A consistent national survey of business perceptions would provide more reliable estimates on any differences in perceptions between state and territory jurisdictions.

Useful information on business perceptions of LG as a regulator were provided through consultations and submissions to this study. The Commission separately consulted with a number of peak business organisations such as the Business Council of Australia and state and territory Chambers of Commerce who drew attention to issues facing large business. Some of these subsequently made submissions.
In Australia, 99 per cent, of all employing businesses are small (employing less than 20 people) and medium (employing between 20 and 100 people) — only one per cent of employing businesses employ more than 200 people (ABS 2012c). Small business repeatedly raised in consultations and submissions (sections 6.2 and 6.3) that small business — in particular micro businesses which employ less than 5 people — may be disproportionately affected by LG regulations and compliance burdens. Small business with lower levels of turnover are likely to face higher compliance costs per employee than larger firms. Participants in this study suggested that small business is likely to be less financially able to deal with long time delays in processing and administrative costs are generally more onerous for small business as they are less likely than larger firms to employ specialist labour for such tasks.

The sheer number of small and medium businesses makes it difficult to consult with and gauge perceptions across all jurisdictions, industries and areas of LG regulation. To overcome this, the Commission used the national Sensis Business Index survey of small and medium sized businesses to provide a wider view of business perceptions throughout Australia.
6.5
Results from the national survey

Through the Sensis survey, nearly 2000 small and medium businesses across all jurisdictions were asked about the types of regulatory dealings that they had with LG over the last three years, their perceptions of LG as a regulator and the impact of LG regulation on their business. The survey includes the ACT, but as there are no LGs in this jurisdiction the perceptions of the territory government as a regulator is examined. In the Northern Territory perceptions of both LGs and the territory government (which performs most roles usually undertaken by LGs in state jurisdictions) are examined. Results for the Northern Territory and ACT are reported (because it was a national survey), however, in general the territories are not included in the analysis.

All industries except mining and agriculture were covered in the survey. Appendix B provides more information about the Sensis survey and a list of survey questions is provided in appendix M.

To provide statistical measures that reflect the actual population of small and medium businesses in each jurisdiction, the respondent data in the Sensis survey has been weighted. The use of weighted data better allows for assessments to be made regarding the population of small and medium businesses within each jurisdiction, rather than simply just those firms responding to the survey.
Regulatory dealings with local and territory governments

Of the 1913 small and medium businesses surveyed, almost 60 per cent (1102 businesses) had a regulatory dealing with a LG or territory government in the last three years. These 1102 businesses will be referred to as ‘in scope’ when analysing the survey data. It is the experience of these 1102 business on which the analysis is based. Appendix B provides a breakdown in the number of these businesses by state/territory, industry, geographic region of last council dealt with and business size (by employment number).
Survey results indicate that of the 1102 in scope businesses, 89 per cent had dealings with the LG in their area, 28 per cent dealt with other LGs in their state, 9 per cent had a regulatory dealing with a LG outside their state or territory and 2 per cent had dealings with a territory government.

The number of regulatory dealings a business had with a local or territory government in the last three years varied considerably. In scope small and medium businesses had a median of five regulatory dealings. However, the maximum number of dealings reported was 97 (by a South Australian business in the communications and business services industry).

Generally, in scope surveyed businesses reported that they had dealings with very few LGs other than the one in which the business is located. Where businesses reported dealings with multiple LGs, the median number of councils a business dealt with in their state was three. However, the maximum number of councils a business dealt with in their state in the last three years was 50 (reported by a Queensland business in the construction industry).

Similarly, the median number of dealings businesses had outside their state or territory — for businesses that reported having such dealings — was three but an ACT business in the communications and business services industry reported the most dealings — 30 different councils outside the ACT in the last three years.
Regulations covering building and construction, planning and land use and the environment were the most commonly reported areas of local government interaction.
Of the small and medium businesses in scope, over the last three years:

· 43 per cent reported a dealing in building and construction 

· 37 per cent had a dealing in planning and land-use

· 32 per cent reported interaction with LG in environmental regulation (figure 6.3).

Figure 6.

 SEQ Figure \* ARABIC 3
Areas of regulatory dealings

Per cent of businesses that had a dealing in last three years
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Data source: Survey of small and medium businesses (2011).
The state and territory breakdown of areas of regulatory dealings found that:

· Queensland businesses reported the largest proportion of dealings in building and construction

· Victorian businesses were the least likely to have a regulatory dealing in building and construction, the environment and transport, but reported the largest proportion of dealings in the food safety regulatory area

· New South Wales businesses reported the largest proportion of dealings in planning and land use

· Tasmanian businesses reported the largest proportion of regulatory dealings in transport (table 6.4).

Not surprisingly, areas of regulatory dealings were highly correlated with industry classification. For example, 70 per cent of businesses in the construction industry had a LG or territory regulatory dealing in building and construction and nearly 70 per cent of businesses in hospitality had a dealing in food safety in the last three years (table 6.4).

In every regulatory area, medium businesses (which employ between 20 and 199 people) were more likely to have a regulatory dealing with a local or territory government than micro businesses (which employ one to four employees). For example, in the building and construction regulatory area almost 60 per cent of medium sized businesses had a regulatory dealing with a local or territory government in the last three years compared with 41 per cent of micro businesses which reported a dealing in the same area (table 6.4).

Table 6.

 SEQ Table \* ARABIC 4
Regulatory areas by state/territory, industry and business size
Per cent of businesses that had a dealing in last three years

	Industry
	Building & construction
	Planning/ land use
	Environment
	Transport
	Health
	Food safety
	Liquor

	By state/territory businesses are located
	
	
	
	
	
	
	

	New South Wales
	44
	46
	39
	30
	27
	25
	14

	Victoria
	31
	33
	17
	20
	20
	28
	13

	Queensland
	53
	23
	39
	24
	25
	23
	6

	Western Australia
	42
	37
	21
	27
	25
	14
	8

	South Australia
	42
	32
	35
	28
	18
	22
	4

	Tasmania
	47
	39
	30
	44
	29
	27
	10

	Northern Territory
	56
	41
	20
	32
	35
	19
	20

	ACT
	49
	46
	38
	25
	31
	16
	10

	By primary industry of businesses
	
	
	
	
	
	
	

	Manufacturing
	30
	30
	35
	26
	23
	11
	4

	Construction
	70
	63
	46
	43
	12
	7
	1

	Wholesale trade
	48
	22
	25
	13
	15
	23
	3

	Retail trade
	29
	16
	26
	21
	26
	28
	6

	Hospitality
	35
	33
	26
	15
	25
	69
	52

	Transport and storage
	27
	39
	47
	32
	19
	13
	8

	Communication, finance and business services
	50
	53
	32
	28
	25
	16
	10

	Health and community services
	41
	33
	19
	28
	40
	24
	5

	Cultural, recreational  and other services
	41
	33
	34
	28
	33
	42
	28

	By business sizea
	
	
	
	
	
	
	

	Small businesses
	
	
	
	
	
	
	

	  Micro businesses
	41
	36
	31
	26
	23
	22
	10

	  Other small businesses
	43
	36
	31
	25
	27
	30
	13

	Total small businesses
	42
	36
	31
	26
	24
	24
	11

	Medium businesses
	59
	48
	45
	40
	27
	26
	16

	All businesses
	43
	37
	32
	26
	24
	24
	11


a In this analysis micro businesses employ between one and four employees, other small businesses employ between 5 and 19 employees and medium businesses employ between 20 and 199 employees.
Source: Survey of small and medium businesses (2011).
The overall impact of regulatory dealings

Businesses were asked whether the impact of regulatory dealings with local and territory governments over the last three years was positive, negative or caused little impact either way — to which 1003 businesses responded. Around half said there was very little impact, 24 per cent stated that the impact was negative and 22 per cent judged that regulatory dealings over the last three years had a positive effect on business.
The perception that local or territory government regulation had a positive impact on business over the last three years was most common among businesses based in South Australia and Victoria while the perception of a negative impact was highest in New South Wales, Western Australia and Queensland (figure 6.4). 
Business opinion on the impact of regulation differs depending on the industrial classification of businesses. Businesses in the wholesale trade and construction industries were almost twice as likely than the average business to indicate that regulation had a negative impact on business, while transport and storage and health and community service businesses were twice as likely than the average businesses to consider that LG regulation had a positive impact on business (figure 6.4).
The survey data show little difference in perceptions between businesses of different sizes. For instance, 26 per cent of micro businesses, 20 per cent of other small businesses and 27 per cent of medium sized businesses stated that the impact of regulatory dealings with local and territory governments had a negative impact on their business. 
Almost 530 small and medium businesses indicated that they had dealings in multiple areas of regulation over the last three years. These businesses were also asked which area of regulation had the most impact on business.

Figure 6.

 SEQ Figure \* ARABIC 4
The impact of regulatory dealings on business

Per cent of businesses which had a regulatory dealing in the last three years

	By state or territory where businesses are located
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	By primary industry of businesses
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Data source: Survey of small and medium businesses (2011).
Overwhelmingly, these businesses indicated that regulations in the areas of planning and land use (34 per cent) and building and construction (21 per cent) had the most impact on business operations. Very few businesses nominated health and liquor as areas having the most impact on a business (figure 6.5).
Figure 6.

 SEQ Figure \* ARABIC 5
Regulatory areas with the most impact

Per cent of businesses which had dealings in multiple regulatory areas
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Data source: Survey of small and medium businesses (2011).
Business perceptions related to the most recent regulatory dealing

The survey results presented up to this point have reported general perceptions across all jurisdictions in relation to all the regulatory dealings businesses had with local and territory governments in the past three years. Perceptions were presented by the jurisdiction where businesses were located. However, many businesses undertook regulatory dealings outside the state or territory where they were located. 
The survey sought information from business about its most recent regulatory dealing and which local or territory government it was with. This provided data on business perceptions by local government area. While the sample size is too small to evaluate the performance of individual LGs, in this section, business perceptions are presented by the state/territory and geographic classification of the LGs where businesses had their regulatory dealings.

The nature of most recent regulatory dealings

The most common reason businesses gave for their recent regulatory interaction with a local or territory government was seeking advice and information — 35 per cent of in scope businesses nominated seeking advice and information as the reason for their most recent dealing. However, in South Australia this proportion was significantly larger (46 per cent). 
Applications for approvals, permits and licences (31 per cent of all in scope businesses) and routine inspections (13 per cent of in scope businesses) were also commonly reported by business. 
Data was broadly consistent across all states and geographic regions. The most notable difference was that the reporting of non-compliance by another business primarily occurred in urban capital cities (table 6.5).
The nature of the most recent regulatory dealing also varied little between businesses of different sizes. The most notable difference was that 44 per cent of medium businesses reported that their most recent dealing was applying for a licence, approval or permit compared with 30 per cent of small businesses which undertook the same interaction (table 6.6).

The nature of the dealing was generally correlated with the industry of the business. For example, businesses in the hospitality industry were almost three times more likely than the average business to nominate a routine inspection as their most recent dealing (table 6.6). 

Table 6.

 SEQ Table \* ARABIC 5
Nature of dealings by state/territory and geographic region
Per cent of businesses which had a regulatory dealing in the last three years
	
	Seeking advice and information
	Routine inspection
	Investigation of complaint against your business
	Application for approval, licence or permit
	Reporting non-compliance of another business
	Complaints about various matters
	Issues and enquiries regarding land
	Other

	By state/territory of most recent dealing
	
	
	
	
	
	
	
	

	New South Wales
	35
	10
	5
	27
	9
	5
	1
	9

	Victoria
	38
	15
	4
	29
	5
	6
	1
	2

	Queensland
	29
	19
	3
	39
	0
	2
	1
	6

	Western Australia
	44
	9
	5
	29
	3
	5
	0
	6

	South Australia
	46
	19
	0
	27
	2
	5
	0
	1

	Tasmania
	39
	11
	0
	45
	0
	4
	1
	0

	Northern Territory
	34
	13
	2
	32
	4
	5
	0
	10

	ACT
	50
	4
	1
	37
	0
	0
	0
	9

	By geographic region of most recent dealing
	
	
	
	
	
	
	
	

	Urban Capital City
	18
	8
	7
	31
	21
	4
	0
	11

	Urban Metropolitan
	34
	18
	5
	30
	6
	2
	1
	3

	Urban Fringe
	42
	15
	3
	25
	3
	8
	0
	4

	Urban Regional
	39
	8
	1
	34
	0
	7
	2
	9

	Rural
	43
	18
	2
	29
	0
	3
	0
	5

	Remote
	39
	15
	0
	36
	1
	1
	0
	8

	All businessesa
	35
	13
	3
	31
	5
	5
	1
	6


a( Includes unclassified state and geographical data.
Source: Survey of small and medium businesses (2011).
Table 6.

 SEQ Table \* ARABIC 6
Nature of dealings by industry
Per cent of businesses which had a regulatory dealing in the last three years
	
	Seeking advice and information
	Routine inspection
	Investigation of complaint against your business
	Application for approval, licence or permit
	Reporting non-compliance of another business
	Complaints about various matters
	Issues and enquiries regarding land
	Other

	By primary industry of businesses
	
	
	
	
	
	
	
	

	Manufacturing
	25
	17
	14
	23
	0
	11
	0
	11

	Construction
	35
	4
	4
	36
	15
	0
	0
	6

	Wholesale trade
	17
	25
	3
	42
	6
	2
	0
	5

	Retail trade
	33
	21
	7
	21
	2
	8
	4
	5

	Hospitality
	30
	30
	5
	28
	0
	2
	1
	4

	Transport and storage
	46
	8
	1
	20
	0
	7
	0
	18

	Communication, finance and business services
	46
	2
	0
	36
	4
	3
	2
	7

	Health and community services
	29
	5
	0
	48
	8
	6
	1
	2

	Cultural, recreational 
and other services
	37
	24
	0
	28
	2
	5
	1
	4

	By business sizea
	
	
	
	
	
	
	
	

	Small businesses
	
	
	
	
	
	
	
	

	  Micro businesses
	37
	12
	3
	31
	5
	5
	1
	6

	  Other small businesses
	30
	18
	6
	29
	3
	4
	4
	7

	Total small businesses
	35
	14
	4
	30
	5
	4
	1
	7

	Medium businesses
	30
	9
	3
	44
	3
	6
	1
	4

	All businesses
	35
	13
	3
	31
	5
	5
	1
	6


a In this analysis micro businesses employ between one and four employees, other small businesses employ between 5 and 19 employees and medium businesses employ between 20 and 199 employees.
Source: Survey of small and medium businesses (2011).
Satisfaction with most recent regulatory dealing

The majority of businesses were satisfied with their most recent regulatory dealing — 83 per cent of businesses agreed that their business was treated fairly and 78 per cent of businesses stated that overall, they were satisfied with the way the local or territory government handled their dealing.

However, there were a number of areas where a significant number of businesses expressed concern about their most recent regulatory interaction with a local or territory government. In particular:

· half of all businesses with a relevant dealing stated that approval times were uncertain

· 43 per cent of relevant businesses believed that the time and effort to comply was excessive

· more than one third of relevant businesses found that there was too much duplication with state government regulation, rules and guidance were too complex and that fees were unreasonable (figure 6.6).

Figure 6.

 SEQ Figure \* ARABIC 6
Business perceptions of treatment by territory and local governments

Per cent of business with an issue regarding most recent regulatory dealing
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Data source: Survey of small and medium businesses (2011).
The breakdown of concerns by state and territory is particularly relevant to this study. Overall, businesses with a recent dealing in Queensland, Western Australia and New South Wales were most likely to indicate that they were not satisfied with their regulatory dealing while businesses with regulatory interactions in South Australia and Tasmania were the most likely to be satisfied (table 6.7). Other results from the state breakdown of perceptions related to businesses’ most recent regulatory dealings, include:
· businesses with dealings in Western Australia and Queensland were most likely to indicate that approval times were uncertain

· the perception that the time and effort to comply was too long was most common among businesses with dealings in Queensland and New South Wales
· the view that there was too much duplication with state government regulation was a common concern among businesses with dealings in New South Wales and Queensland

· businesses with recent dealings in New South Wales most commonly reported that rules and guidance were too complex and they were treated unfairly

· the perception that fees were unreasonable was most common among businesses with recent dealings in Queensland

· businesses with dealings in Queensland were also most likely to report that information provided by the LG was not clear and that LG advice was not consistent

· in every area, a smaller proportion of businesses with dealings in South Australia and Tasmanian expressed concern than the national average (table 6.7).
The most notable difference in the breakdown of data on satisfaction levels by geographic region was that concerns were more pronounced in urban capital cities. For example, 64 per cent of those businesses having their most recent dealing in an urban capital city reported uncertain approval times and 60 per cent said that the time and effort to comply was too long and that there was duplication or overlap with state government regulations (table 6.7).

By industry, businesses in construction were the most likely to indicate that overall they were not satisfied with their recent regulatory dealing while businesses in transport and storage were the most likely to be satisfied with their recent regulatory dealing.
By size of business, differences in perceptions were less apparent: 23 per cent of micro businesses, 20 per cent of other small businesses and 26 per cent of medium businesses were overall, not satisfied with their recent dealing (table 6.8).

Table 6.

 SEQ Table \* ARABIC 7
Business perceptions in relation to most recent regulatory dealing with a territory or local government

Per cent of businesses with a concern in nominated areas, by state and geographic region
	
	Unfair treatment
	Unclear information
	Unreasonable fees
	Unreliable/ inconsistent advice
	Rules and guidance too complex
	Approval process not transparent
	Uncertain approval times
	Time and effort to comply too long
	Duplication with state government regulations
	Overall dissatisfied

	By state/territory of most recent dealing
	
	
	
	
	
	
	
	
	
	

	New South Wales
	22
	23
	30
	31
	43
	25
	53
	46
	45
	24

	Victoria
	12
	14
	25
	23
	29
	19
	37
	35
	25
	17

	Queensland
	15
	35
	56
	39
	38
	35
	58
	49
	43
	30

	Western Australia
	17
	26
	11
	28
	36
	19
	59
	43
	37
	26

	South Australia
	9
	7
	17
	11
	19
	13
	47
	20
	17
	8

	Tasmania
	11
	14
	20
	17
	30
	15
	39
	34
	27
	12

	Northern Territory
	21
	20
	31
	39
	42
	42
	63
	50
	na
	29

	ACT
	13
	25
	29
	31
	41
	30
	49
	46
	na
	26

	By geographic region of most recent dealing
	
	
	
	
	
	
	
	
	
	

	Urban Capital City
	26
	33
	50
	45
	54
	36
	64
	60
	58
	31

	Urban Metropolitan
	20
	14
	27
	27
	35
	17
	46
	35
	30
	19

	Urban Fringe
	10
	23
	14
	16
	38
	12
	51
	33
	26
	13

	Urban Regional
	15
	31
	44
	34
	33
	36
	51
	48
	41
	31

	Rural
	6
	21
	27
	28
	33
	23
	47
	50
	51
	20

	Remote
	3
	3
	9
	4
	11
	5
	27
	1
	54
	3

	All businessesa
	17
	22
	33
	28
	36
	24
	49
	43
	38
	22


a( Includes unclassified state and geographical data. na not applicable. 
Source: Survey of small and medium businesses (2011).
Table 6.

 SEQ Table \* ARABIC 8
Business perceptions in relation to most recent regulatory dealing with a territory or local government

Per cent of businesses with a concern in nominated areas, by industry and business size
	
	Unfair treatment
	Unclear information
	Unreasonable fees
	Unreliable/ inconsistent advice
	Rules and guidance too complex
	Approval process not transparent
	Uncertain approval times
	Time and effort to comply too long
	Duplication with state government regulations
	Overall dissatisfied

	By primary industry of businesses
	
	
	
	
	
	
	
	
	
	

	Manufacturing
	14
	23
	43
	38
	30
	20
	43
	37
	31
	31

	Construction
	37
	36
	55
	40
	51
	48
	57
	54
	51
	40

	Wholesale trade
	31
	17
	20
	40
	54
	22
	74
	49
	57
	18

	Retail trade
	19
	19
	35
	21
	31
	15
	41
	35
	40
	20

	Hospitality
	10
	16
	24
	21
	31
	21
	49
	32
	42
	17

	Transport and storage
	14
	31
	30
	9
	25
	6
	32
	28
	33
	8

	Communication, finance and business services
	8
	23
	31
	33
	30
	30
	50
	55
	36
	25

	Health and community services
	16
	20
	21
	27
	36
	18
	55
	41
	23
	21

	Cultural, recreational  and other services
	11
	15
	25
	20
	39
	21
	45
	34
	31
	12

	By business sizea
	
	
	
	
	
	
	
	
	
	

	Small businesses
	
	
	
	
	
	
	
	
	
	

	  Micro businesses
	18
	23
	35
	29
	35
	26
	48
	45
	38
	23

	  Other small businesses
	14
	18
	28
	25
	35
	20
	51
	38
	38
	20

	Total small businesses
	17
	22
	33
	28
	35
	24
	49
	43
	38
	22

	Medium businesses
	14
	23
	26
	27
	44
	21
	56
	44
	37
	26

	All businesses
	17
	22
	33
	28
	36
	24
	49
	43
	38
	22


a In this analysis micro businesses employ between one and four employees, other small businesses employ between 5 and 19 employees and medium businesses employ between 20 and 199 employees.
Source: Survey of small and medium businesses (2011).
The 208 businesses which indicated they were unsatisfied overall with their most recent regulatory dealing were also asked to nominate reasons for their dissatisfaction. Explanations varied considerably. The main reasons alluded to by businesses were a lack of government understanding of business, time delays by council, inconsistency and a lack of transparency in decision making (table 6.9).

Table 6.

 SEQ Table \* ARABIC 9
Reasons for dissatisfaction

Per cent of business which were dissatisfied with recent dealinga
	Reason
	Per cent

	Council’s lack of understanding of my business/not supportive
	28

	Time delays by council
	26

	Inconsistent administration or advice by council
	22

	Lack of transparency of decision making
	17

	Complexity of rules and guidance
	16

	Quality of council staff advice
	15

	The time and effort it took us to comply was too high
	13

	Unreasonable rules/regulations or excessive red tape
	11

	Fines, fees and charges are too high
	10

	Lack of advice and information
	9

	Lack of consultation/communication
	9

	Inaction/they have done nothing/problem unresolved
	8

	Bad service/inept at their job
	6

	Issues referred to state agency
	4

	Loss of business opportunities
	3

	Too much information was requested
	3

	Lack of opportunities to have decisions reviewed/lack of appeal rights
	2

	Duplication or overlap with state regulations
	2

	Other
	8


a(Data sums to more than 100 because of multiple responses.
Source: Survey of small and medium businesses (2011).
In submissions and consultations businesses reported that consistency between LGs was a major concern. To measure consistency, the survey asked businesses (which had experience with multiple LGs) how their most recent experience compared with their other LG experiences.

More than one third of the 575 businesses which responded to the question reported that their regulatory experiences differed between LGs. However, for those businesses where the most recent dealing was in Victoria it rose to almost 50 per cent of businesses which reported a different experience between LGs (figure 6.7).
Figure 6.

 SEQ Figure \* ARABIC 7
Comparison of LGsa, by state, region and industry

Per cent of businesses which have dealt with multiple LGsb
	By state of most recent dealings
	By geographic region of most recent dealings
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	By primary industry of businesses
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a(Businesses were asked ‘how has your experience with this LG (ie. LG most recently dealt with) compared with other councils you have dealt with?’ b All includes unclassified state and geographical data.
Data source: Survey of small and medium businesses (2011).
By geographical classification businesses with a recent dealing in a rural area were most likely to report an inconsistent experience between LGs. Further, by industry, businesses in cultural, recreational and other services and construction reported the highest incidence of inconsistency between their LG experiences (figure 6.7). 

The Commission also analysed the business perceptions of regulatory experiences between LGs, by business size. However, perceptions did not vary between businesses of different sizes.

How can local governments improve their regulatory roles?
The regulatory roles performed by LGs are not static — but change to reflect the evolving range of functions which they are expected to undertake and LG perceptions of areas where they can improve their regulatory performance. As such, it is useful to examine business views on how LG performance has changed.

Just over 1000 small and medium businesses responded to the question ‘thinking about all your past regulatory dealings with local (or territory) government, would you say that over the last three years your satisfaction levels have improved, stayed the same or worsened?’
The vast majority of these businesses indicated that their level of satisfaction about their regulatory dealings with LGs had stayed the same — 69 per cent. While 12 per cent indicated that they were more satisfied with the performance of LGs, 19 per cent indicated a decreased level of satisfaction.

Any differences between states in business satisfaction with LG performance is of particular relevance to this study. The perception that LG performance of regulatory roles had worsened in the last three years was most common among businesses based in Queensland and New South Wales (figure 6.8). However, between the states there were no significant differences in the proportion of businesses which indicated that regulatory performance had improved.

The change in satisfaction level with LG regulatory functions differs depending on the industrial classification of businesses. Businesses in the construction and wholesale trade industries were twice as likely as the average to indicate that the regulatory performance of LGs had worsened, while transport and storage businesses were almost three times more likely than average to consider that the regulatory performance of LGs had improved over the last three years (figure 6.8).
Figure 6.

 SEQ Figure \* ARABIC 8
Impression of dealings by state/territory and industry
per cent of businesses with regulatory dealings in the last three years

	By state or territory where businesses are located
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	By primary industry of businesses
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Data source: Survey of small and medium businesses (2011).
By business size, there was no difference in the proportion of businesses which reported that their regulatory dealings had worsened in the last three years. However, medium businesses (18 per cent) were more likely to indicate that regulatory experiences had improved over the last three years when compared with micro businesses (10 per cent), while micro businesses (70 per cent) were more likely to perceive no change in dealings in comparison with medium businesses (63 per cent).

As part of the survey, businesses were asked to nominate a change they thought would most improve the regulatory role performed by LGs — which 1027 businesses chose to answer. The most common answer given was ‘Nothing’ or that they were happy with the regulatory role performed by LGs by 22 per cent of respondents — followed by those which indicated that they did not know how to improve the regulatory role of LGs. Other suggested changes included improving response times, reducing the number of regulations, less red tape and lower compliance costs (table 6.10). 
Table 6.

 SEQ Table \* ARABIC 10
Business suggestions for improving the regulatory role of LGs

Per cent of the 1027 businesses which provided a suggestion

	Suggested improvement
	Per cent

	Nothing/happy with local government
	22

	Don't know
	17

	Improve response times/streamline processes
	8

	Fewer regulations/ less red tape/ lower compliance costs
	8

	Increase understanding of business and local needs
	5

	Consistency in regulation, information and decision making across LGs
	4

	Transparent information, processes and timelines
	4

	Increased communication and consultation
	4

	Simpler regulation and processes
	3

	Increased access to staff and information (including on-line)
	3

	Abolish local government
	2

	Improved customer service
	2

	Improved local government staff numbers and qualifications
	2

	Less duplication, better coordination between federal, state/territory and local governments
	2

	Improved decision making
	2

	Increased commercialisation/privatisation or less bureaucracy
	2

	Amalgamation
	1

	Flexible interpretation of regulations and decision making
	1

	De-amalgamation
	1

	Greater power
	1

	Other
	7

	Total
	100


a Totals may not sum as a result of rounding
Source: Survey of small and medium businesses (2011).
Some businesses had divergent opinions. For example, a small number of businesses nominated either amalgamating or de-amalgamating LGs as the best way to improve LGs regulatory functions. There was also some support for abolishing LGs and a few businesses also suggested abolishing state governments — with one participant recommending the ‘creation of super councils and the disbandment of state governments’.

6.6
Areas of local government regulation selected for benchmarking

Benchmarking is the process of comparing an area of interest using one or more indicators resulting in a standard, or point of reference, against which that area of interest can be ‘compared, assessed, measured or judged’ (OECD 2006). Benchmarking helps an organisation understand how it is performing relative to either its peers or against some standard (such as best practise standard) and is used as a tool to inform decision making.
As foreshadowed earlier, it is not feasible to benchmark all aspects of LG regulation. The focus for this study has been to benchmark areas of LG regulation which have the greatest potential to impact on business, especially where it appears that any costs imposed could be reduced while still achieving regulatory objectives. 

In choosing these areas, the Commission has considered the perceptions of businesses (gauged through consultations, submissions and surveys) as to which regulatory areas of LGs have the greatest impact on business costs. Areas chosen for benchmarking were also selected on the basis that they were likely to provide useful information to policy makers seeking reforms aimed at reducing the compliance cost of LG regulation.

Criteria for benchmarking

In order to identify the most useful areas to benchmark and to avoid potentially erroneous comparisons, the Commission has developed criteria for selecting regulations (and administration and enforcement practices) raised by stakeholders as being of concern as well as those areas identified by the Commission to benchmark. The criteria are consistent with those used in previous benchmarking studies including food safety and occupational health and safety. Areas to benchmark were selected where:

1. there are differences in either the regulation itself or in the administration and enforcement of that regulation or differences in how responsibilities are allocated between each state government and its LGs

2. the benchmarking analysis of the regulation or its enforcement/administration should contribute to either current or proposed reforms

3. there appears to be a difference between jurisdictions in the cost the regulation or its enforcement/administration imposes on business

4. where there are differences in the costs imposed by regulations, those differences do not appear to be matched by a difference in the effectiveness of those regulations

5. it appears feasible to construct indicators which will enable informative benchmarking across jurisdictions, wherever possible based on existing data.
The reference date chosen for benchmarking LG regulation and its burden on business was 2010-11. However, as the Commission has made use of existing data wherever possible (appendix B), some indicators make use of data collected in earlier or later periods. The study’s approach to benchmarking LG as a regulator is described in more detail in appendix C. 

Table 6.11 provides a list of the concerns raised by participants which the Commission has chosen to benchmark. These concerns form the basis of chapters which follow. In each chapter, the primary concerns within a selected regulatory area are discussed in detail, indicators are developed and benchmarks are presented.
There were a number of concerns raised by business which could not be considered for benchmarking. In general these related to LG rates setting and concerns about the provision of services, both of which are outside the study’s terms of reference.

Table 6.

 SEQ Table \* ARABIC 11
Regulatory areas selected for benchmarking
By main business concern

	Description of regulatory area benchmarked
	Main business concern relevant to benchmark

	Chapter 7 
	

	Building and construction
	

	Fees charged for assessing building applications
	Fees not based on actual resource effort, inefficient cross-subsidies

	Technical building standards
	Intra and inter jurisdictional overlaps, inconsistent enforcement, excessive compliance cost

	Construction site management
	Excessive compliance cost, inconsistent enforcement

	Delays in processing applications
	Uncertain and protracted timeframes

	Inspection regimes
	Excessive compliance cost, inconsistent enforcement

	Chapter 8
	

	Parking and transport
	

	Provision of guidelines on transport and parking areas
	Complex regulatory frameworks, inconsistent advice and interpretation

	Level of consultation prior to parking changes
	Excessive compliance cost, lack of transparency

	Parking contributions (in lieu of provision) by developers
	Excessive compliance cost, lack of transparency, lost business opportunities

	Fees for assessment of proposed heavy-vehicle routes
	Excessive compliance cost, uncertain and protracted timeframes

	Restrictions imposed on heavy vehicle access
	Lost business opportunities, inconsistent advice and interpretation

	Chapter 9
	

	Food safety
	

	Types of business that need to be registered or notified
	Excessive compliance cost, inconsistent enforcement, complex regulatory frameworks

	Fees charged for licensing, registering or notifying business or for undertaking inspections
	Excessive compliance cost

	Duration of food safety inspections
	Excessive compliance cost, inconsistent enforcement, lost business opportunities

	Use of progressive enforcement tools and education
	Excessive compliance cost

	Transparency of regulatory activities — publish results of inspections
	Lack of transparency and review


(continued next page)

Table 6.11
(continued)
	Description of regulatory area benchmarked
	Main business concern relevant to benchmark

	Chapter 10
	

	Public health
	

	Types of business that need to be registered or notified
	Excessive compliance cost, inconsistent enforcement, complex regulatory frameworks

	Frequency of inspections (compared to recommended frequency for food safety)
	Excessive compliance cost, inconsistent enforcement

	Transparency of regulatory activities — publish results of inspections
	Lack of transparency and review

	Chapter 11
	

	Environment
	

	Environmental regulation (in general)
	Inadequate resourcing

	Water management (drainage)
	Excessive compliance cost, intra and inter jurisdictional overlaps, uncertain and protracted timeframes

	Waste management
	Inconsistent enforcement, excessive compliance cost

	Coastal management
	Intra and inter jurisdictional overlaps, inconsistent advice and interpretation

	Vegetation and weed control
	Uncertain and protracted timeframes, excessive compliance cost, Intra and inter jurisdictional overlaps

	Air and noise quality
	Excessive compliance cost, lost business opportunities

	Chapter 12
	

	Planning, rezoning and development assessment
	

	Availability of relevant information online
	Lack of transparency, complex regulatory frameworks, inconsistent advice and interpretation

	Time taken to assess development applications
	Uncertain and protracted timeframes, lost business opportunities, excessive compliance costs, inadequate resourcing of local governments

	Use of measures to expedite processes
	Excessive compliance costs

	Practices employed to facilitate transparency and accountability
	Lack of transparency and review, inconsistent advice and interpretation


� 	The perception that regulatory performance had improved was the highest in the ACT where the regulatory role of the ACT Government was examined (as there are no LGs in the ACT).
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