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Background
1.

 SEQ Heading2 1
Origins of this study

In February 2006, the Council of Australian Governments (COAG) agreed that all governments would, in-principle, aim to adopt a common framework for benchmarking, measuring and reporting the regulatory burden on business (COAG 2006). To help implement that decision, the Treasurer requested the Productivity Commission to examine the feasibility of developing quantitative and qualitative performance indicators and reporting framework options, as the first of a possible two stage study of performance benchmarking — the terms of reference for the first stage study are contained in appendix A. The Commission’s ensuing report concluded that benchmarking was technically feasible and could yield significant benefits and proposed an initial three-year program to start the process (box 
1.1) (PC 2007a).

At its April 2007 meeting, COAG agreed that the benchmarking study into the compliance costs of business regulation should proceed (COAG 2007) (box 
1.2). A subsequent letter from the Treasurer, requesting the Commission to begin the second stage of the benchmarking study, reflects this decision, as well as subsequent consultation between governments about the content of the initial three‑year program and the process to be followed (PC 2007b).

This report focuses on business registration requirements and on benchmarking business registration costs. 
	Box 1.

 SEQ Box \* ARABIC 1
Benefits of performance benchmarking regulation

	The Commission’s Stage 1 report Performance Benchmarking of Australian Business Regulation found that a benchmarking program would be confined to indirect indicators but could nonetheless yield benefits, such as:

· identifying differences in compliance costs and regulatory processes across jurisdictions

· increasing the transparency with which jurisdictions implement and manage regulation

· promoting ‘yard stick’ competition amongst jurisdictions
· facilitating a process of continual improvement.

The report proposed the following areas to be benchmarked over an initial three-year period:
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	Source: PC (2007a).

	

	


Do not delete this return as it gives space between the box and what precedes it.
	Box 1.

 SEQ Box \* ARABIC 2
COAG’s response to the Stage 1 report

	In its communiqué of 13 April 2007, COAG responded to the Commission’s Stage 1 report as follows:

COAG has agreed to proceed to the second stage of a study to benchmark the compliance costs of regulation, to be undertaken by the Productivity Commission. Benchmarking the compliance costs of regulation will assist all governments to identify further areas for possible regulation reform. The benchmarking study will examine the regulatory compliance costs associated with becoming and being a business, the delays and uncertainties of gaining approvals in doing business, and the regulatory duplication and inconsistencies in doing business interstate. COAG has asked Senior Officials to finalise by the end of May 2007 any variations to the areas of regulation to be benchmarked in the three-year program outlined in the Commission’s feasibility study ‘Performance Benchmarking of Australian Business Regulation’. COAG noted the Commonwealth will fully fund the benchmarking exercise.

	Source: COAG (2007, p. 10).
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Purpose and scope of the study

The Commission has been asked to benchmark the administrative compliance costs for business registrations. This area of regulation is one of a number of specific areas identified by Rethinking Regulation that ‘stands out in terms of the likely significance of the burdens for individual business and the number of businesses potentially affected’ (Regulation Taskforce 2006). The shaded area in figure 
1.1 shows the area of business regulations covered in this report.
Figure 1.
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A regulatory benchmarking framework
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Data source:  PC (2007a).

Most businesses have to comply with various registration requirements, such as tax or licences. As each business generally has to comply with multiple of registration requirements, the total number of registrations is likely to be high, much higher than the number of registering businesses. Inconsistencies and duplication in registration processes can create a significant burden for an individual business, especially during the vulnerable stage of starting a business, and can affect a large number of mostly small businesses. Despite this, business registration is a relatively straightforward area of regulation upon which to develop and test benchmarking methodologies. Accordingly, the purpose of this study has been twofold:

· to develop consistent indicators of compliance cost associated with business registrations and compare them across all jurisdictions

· to test approaches to data collection for calculating the compliance costs of business registrations (including time cost and the relevant fees and charges) and identify lessons to improve future benchmarking of the cost of business regulations.

The report includes a comparison of the costs of generic and industry‑specific business registrations that may assist in identifying inconsistencies and overlaps in registration requirements within and across jurisdictions, and inform future reform initiatives. The data mostly relate to the 2006‑07 financial year. Where significant changes occurred after this period, these changes are noted in footnotes or boxes.
To create a consistent basis for benchmarking, the costs examined relate to a common set of activities. The report does not include costs associated with preparing or running the business, or firm specific costs such as hiring agents or consultants, or purchasing equipment. Moreover, the objective measurement of costs is not intended to suggest any ranking among jurisdictions.
1.
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Conduct of the study

In October 2007, the Commission released an information paper outlining its proposed study on performance benchmarking of Australian business regulation. The Commission advertised the study in The Australian Financial Review and The Australian, and sent copies of the information paper to those who might be interested. In doing so, it invited interested parties to make a submission to the study. The terms of reference and study particulars were also listed on the Commission’s website at www.pc.gov.au/study/regulationbenchmarking/stage2.
In December 2007, the Commission requested information from each jurisdiction through three separate questionnaires on:

· the regulatory system — for completion by a central agency responsible for policy and legislation

· business regulators — for completion by all business regulators in each jurisdiction

· business registration requirements — for completion by the relevant regulator(s), in respect of general business registration processes as well as registration in five specific industries.

The survey questionnaires are available on the Productivity Commission website at www.pc.gov.au/study/regulationbenchmarking/stage2.
At the same time, the Commission sought information from selected local governments in each State and the Northern Territory through a questionnaire on business regulation that they administer.

In January 2008, the Commission engaged consultants to estimate the cost of business registrations covered in this study. The consultants undertook desk-based analysis of the time required and charges incurred to register synthetic businesses.

In order to collect information from businesses on their experience of business registration, the Commission engaged another consultant to conduct a series of focus groups in each jurisdiction with owners or managers of recently registered businesses. Where focus groups were not feasible, the consultant was to undertake face-to-face interviews. The focus groups were conducted in February 2008 and further interviews were conducted in March 2008.

In conducting its study, the Commission was assisted by an Advisory Panel comprised of representatives from each government and the Australian Local Governments Association. That panel provided advice regarding the scope, coverage and methodology of the benchmarking exercise, and facilitated and coordinated the provision of data from jurisdictions. In August 2008, the Panel met in Melbourne and discussed the draft report. All jurisdictions provided comments on the report and some provided revised or new data. The Panel members also provided general comments from their jurisdictions to be included in the report (chapter 15).
In addition, the Commission had informal discussions with interested parties to help identify and assess issues relevant to the study, and received several formal submissions (appendix A).
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The Commission’s approach

In this report, the Commission sought to measure the total compliance cost of various business registrations by calculating the time costs to business of undertaking those registrations as well as the related fees and charges imposed by regulators. To calculate time cost, the Commission identified three broad activities involved in generic and industry‑specific business registrations: finding information and obtaining the forms, completing forms, and lodging the forms and paying fees and charges.
To test the methods for collecting time data and other data, such as the level of difficulty, the Commission explored three approaches, sourcing data from regulators through surveys, from businesses through focus groups and interviews, and from independent researchers through synthetic estimates (for details, see appendix B). These approaches cover a range of potentially disparate perspectives. The regulator data provide time estimates of the administrating body whereas business data provide time estimates of a user or customer. The synthetic estimates provide an independent and objective comparison of time taken to comply with registration requirements for a business with a specified set of characteristics. The Commission expected that comparing data from these three sources would identify any potential bias in time estimates and yield more robust midpoint estimates.

In practice, the estimates from the synthetic analysis and from businesses exhibited a number of limitations that restricted their usefulness in providing time estimates. As a consequence, the Commission was obliged to rely primarily on the results of the regulator survey in the benchmarking process.
In interpreting the data, the Commission has been mindful of the potential error bands for recollected times. For some activities, the recalled perception of time to complete some regulatory activities is likely to be to the nearest 5–10 minutes, or even to the nearest half hour or hour for longer periods. As the recalled time values for many activities are relatively small, differences apparent in the data may be immaterial for comparative purposes.
As noted, the indicators used in the report are designed to reflect common activities and costs associated with registering a business, and to minimise any differences in data collection. Nevertheless, given the differing characteristics of each jurisdiction (for example, in size, industry composition or regulatory framework) and the experimental nature of the data collection for this report, caution is required in the interpretation of any differences in compliance costs.































































� 	Cafés with outdoor dining, domestic builders, long day care centres, real estate agents and wineries with cellar door sales.
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