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Selection of business registration processes

The regulations associated with becoming a business typically require businesses to provide information to regulators that enables the regulator to exercise and implement regulatory objectives, and facilitate future compliance monitoring. These regulatory requirements involve the business obtaining licences, permits or completing registrations. The common feature of these requirements is that businesses are required to comply with them as a precondition to opening their doors for business. For the purposes of this study, all of these requirements are described as business registration requirements.
In selecting the business registration processes to be included in the study consideration was given to:

· general registration procedures that apply across industry sectors and are completed by a large number of Australian business each year (referred to as generic registrations)

· sectoral registration requirements that apply to businesses in particular industries (referred to as industry-specific registrations).

There are large number of regulatory requirements which could fit these descriptions of business registration. However, the Commission decided to focus on a limited number of registration processes. This is in accordance with the approach of using the first year of stage 2 to test methodologies and develop expertise (PC 2007a).

The Commission focussed on registrations carried out by the businesses themselves, rather than those completed through a professional service. Some of the registration activities studied are frequently carried out by accountants, solicitors, or other professional advisors on behalf of the business. The cost of using a professional service can, in some cases, be ascertained by examining the market for those services. The cost of these professional services is a part of the regulatory burden on business but in this study the Commission was more interested the direct costs to business and the experience of business with the registration process. There is also a tacit assumption that a business will employ the services of a third party where there is some form of net benefit to the business in doing so — the benefit may be a direct cost saving, a time saving or an intangible benefit, such as greater assurance of compliance with the regulatory requirements. 

Generic business registration
In selecting the generic business registration requirements for examination the Commission concentrated on those registration processes which are mandatory for most businesses, or are common processes which most businesses would follow or consider. The Commission also considered whether there was a specific registration process, as opposed to other types of compliance requirements placed on businesses. As the study is focussed on benchmarking the cost of regulation imposed by government requirements, the Commission excluded from consideration registration with private bodies such as the Australian Stock Exchange and .au Domain Administration.

The Commission outlined the registration processes it proposed to include in its study in an information paper (PC 2007b). The feedback from jurisdictions and public submissions on that proposed program was considered by the Commission when finalising the list of registration processes it would seek to benchmark.

The generic registration processes selected could be thought of as falling into two categories, registration of a business identity, and registration for tax purposes. All of these registrations occur at Australian Government or state/territory government level. The Commission decided to benchmark the following processes:

· incorporation of a business (Australian Government)

· registration of a business name (state and territory jurisdictions)

· registration for an Australian Business Number (ABN) (Australian Government)

· registration for payroll tax (state and territory jurisdictions).

Industry‑specific registration

The Commission also decided to benchmark a small number of registration processes which relate to specific industry sectors. The sectors included in the study were selected on the basis of a number of criteria:

· there is a specific registration requirement, or set or registration requirements, for that industry sector or business activity within the industry

· the registration requirement(s) applies to a business, rather than an individual operating, or employed by, a business

· comparable business registration requirements are in effect in most jurisdictions

· there are a significant number of businesses registrations each year in that industry sector

· the industries selected are, as far as possible, broadly representative of a range of industry sectors

· collectively, the industries selected allow consideration of the registration requirements of the different levels of government.

Many types of businesses, particularly in manufacturing industries, were effectively excluded from consideration because of the small number of newly registered businesses, or because there was no industry-specific registration requirement.

The Commission decided to include the following sectoral registration requirements in the study:

· real estate agent business (state and territory jurisdictions)

· domestic builder (state and territory jurisdictions)

· child care centre (Australian Government and state and territory jurisdictions)

· café with outdoor dining (state and territory, and local government jurisdictions)

· winery with cellar door service (Australian Government and state and territory jurisdictions).

The Commission confined the scope of these industry-specific registrations to the fundamental registration procedures only. Although there are also a number of ancillary business permits and registrations which would normally be required for these businesses, such as permits to erect signage and discharge trade waste, these ancillary requirements were excluded from scope of the study. The extent to which businesses need to meet these other requirements is often dependent on the nature and circumstances of the individual business. Given the nature of these registrations is reliant on the business applicant, it is not possible objectively benchmark them on a consistent basis across jurisdictions. Further, some of these other requirements may also be the subject of future studies.
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Gathering information on registration

The Commission sought to gather data on the regulatory burden from business registration. The Commission used three separate, complimentary approaches to gathering data:

· a survey of regulators with responsibility for the processes being studied

· a synthetic estimate of compliance costs

· business focus groups, mini focus groups and face-to-face interviews.

The Commission anticipated that by using several sources of data it would be better able to illustrate the process of business registration and to benchmark registration activities across jurisdictions. The use of three sources of data also allowed the Commission to evaluate their effectiveness and, in turn, their suitability for future years of the study.

Information from regulators

The regulators involved in business registration are an obvious source of data on the registration processes they administer. They should have a detailed knowledge of the regulatory requirements, the processes involved, the fees and charges imposed, and the number of registrations processed. The regulators may also have information about the regulatory burden their processes impose on business.

To access this information the Commission developed a questionnaire, with the assistance of the Australian Bureau of Statistics, for regulators administering the registration processes.

The Business registration requirement questionnaire 2006‑07 was sent to the Australian Government, state and territory governments, and selected local government regulators responsible for the registration processes. The survey was provided to either the Advisory Panel members in each jurisdiction who then forwarded the questionnaire to business regulators in their jurisdiction, or sent directly to the local government bodies. The completed surveys were forwarded directly to the Commission or collected by the jurisdictions and forwarded to the Commission. 
A copy of the questionnaire is available on the Commission’s web site at http://www.pc.gov.au/study/regulationbenchmarking/stage2. Box 
B.1 contains the questions asked in the Commission’s Business registration requirement questionnaire 2006‑07.
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Business registration requirement questionnaire 2006‑07

	Part 1 — Registration of a …
Regulator details

1. Name of regulator
2. Jurisdiction
3. Legislation governing the registration of a …

Application process details
4. What is the name of the primary application form used to apply for this registration?
5. Also provide details of any other forms or supporting documents required for this registration.
6. Describe any other requirements, in addition to those listed in Question 4 & Question 5.
7. Provide details of any studies or reviews examining the compliance costs associated with this registration process.
8. What changes have been made to the registration process over the last three years?
9. What changes, if any, to the registration process are planned for the next three years?
Interaction between business and regulator
10. 
Indicate whether information about the registration process is made available to businesses about the registration process in the following ways:
(a) Regulator's internet site
(b) Business information website
(c) Shopfront
(d) Mail
(e) Fax
(f) Phone
(g) Other (please describe)
11. 
Is information available in languages other than English?

	(continued next page)
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	12. 
Indicate whether application forms are made available to businesses in the following ways:
(a) 
Internet

(b) Shopfront
(c) Mail
(d) Fax
(e) Other (please describe)

13. Are the application forms and explanatory material provided together?
14. Indicate whether businesses can make enquiries about the progress of applications in the following ways:
(a) 
Internet/email

(b) 
Shopfront
(c) 
Mail
(d) 
Fax
(e) 
Phone

15. How many applications were lodged/approved between 1 July 2006 and 30 June 2007?
16. Please identify the modes by which forms may be lodged, the proportion of forms lodged by each mode between 1 July 2006 and 30 June 2007, and the source of this information (estimate or administrative records)?
(a) 
Internet

(b) 
Shopfront
(c) 
Mail
(d) 
Fax 

(e)  
Other (please describe)

17. If internet lodgement is available, can businesses save their application and complete it later?
18. Are there fees or charges for this registration? If 'yes', please include the amount of the relevant fee and a description of the coverage.
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	19. Please identify the payment modes that are accepted, the proportion of businesses using each mode between 1 July 2006 and 30 June 2007, and the source of this information (estimate or records).
(a) 
Internet

(b) 
Shopfront
(c) 
Mail
(d) 
Fax 

(e) 
Phone

(f) 
Other (please describe)

20. What is your estimate of the average time required by a business to complete the application process:
(a) Familiarisation with the registration requirements
(b) Complete the required form and other documents
(c) Lodge forms
(d) Pay any fees or charges
(e) Attend interviews or hearings
21. What is the basis for the estimates in question 20?
22. Between 1 July 2006 and 30 June 2007, what was the average time taken by your agency to process a valid application and to advise the business?
23. Please provide any other comments that you consider to be relevant to the registration process.

	

	


The Commission reviewed the completed surveys and sought clarification from jurisdictions on any unusual responses. The Commission also provided each jurisdiction with the set of benchmarking data collected on their jurisdiction. This provided the jurisdictions with the opportunity to clarify any of their survey responses in light of the synthetic estimates and business estimates. 
In July 2008, the Commission circulated a working paper on the study to the jurisdictions for their review and comment. The working paper contained the benchmarking data (from all sources) for all jurisdictions. The circulation of the working paper was the first time the jurisdictions had seen their survey responses in the context of the data from other jurisdictions. After the circulation of the working paper, the Commission agreed to a small number of changes to the jurisdiction’s survey responses. These changes were only accepted where it could be demonstrated that the original responses were in some way flawed or erroneous.

The questionnaires returned to the Commission provided a useful source of factual information on registration processes (such as fees and charges) and how regulators interact with businesses. The survey responses also indicated that many regulators relied on anecdotal evidence or previous experience to provide information on the imposts placed on businesses completing the registration process.

Synthetic analysis

The second approach used by the Commission was to engage a consultant to estimate the cost of business registration. This involved the consultant estimating the time required, and cost incurred, to complete the registration processes by a hypothetical business. A different hypothetical business was constructed by the consultant for each industry registration studied. The principle benefit of this approach is that it produces data which is readily comparable across jurisdictions, although this benefit comes at the cost of the data not necessarily being representative of the ‘real world’ experience of businesses. 

The Commission conducted a limited replication of the analysis in order to validate outcomes, particularly where there appear to be anomalies. The results obtained by the Commission’s work were generally consistent with those of the consultant.

Synthetic data has been used by some governments to estimate compliance cost (box 
B.2).
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Use of synthetic data to estimate compliance cost

	The synthetic approach adopted for this study is similar to the process used by some governments to estimate compliance cost in relation to existing regulations or regulatory proposals through the Standard Cost Model (SCM) or the Business Cost Calculator (BCC). 

The SCM was developed by the Netherlands’s Government to measure the administrative compliance costs of regulation. It is a methodology used to estimate the cost of administrative activities that businesses are required to incur in order to comply with information obligations imposed through government regulation. It has been used or evaluated by governments in other European countries, the OECD, New Zealand and Australia.

The BCC was developed by the Office of Small Business within the Australian Government Department of Industry, Tourism and Resources. The BCC is an IT-based tool, primarily used to assist policy makers estimate and analyse the business compliance costs of policy options. Although designed for prospective evaluations, it can be used for retrospective evaluations. 

The BCC differs from the SCM in that it seeks to capture all compliance costs rather than only administrative compliance costs. Use of the BCC has been mandated by the Australian Government and the South Australian Government for assessing the impact on business of certain regulatory proposals. 

The data for this type of analysis would usually be drawn, where possible, from the reported experiences of users. In this case actual data from businesses was not available to the Commission at the commencement of its study and the Commission was not confident that it would be able to obtain robust survey data within the timeframe for the study. However, it did seek feedback from businesses on the estimates produced by its consultants.

	Source: PC (2007a), PC (2006d).

	

	


Methodology

The consultant sought to replicate the experience of a business in searching for information about registration requirements, obtaining copies of forms and completing those forms. For practical reasons, the synthetic analysis extended only to the point of lodgement the registration form.

The analysis considered three different operating structures for each business – a sole trader, a private company and partnership. The consultant created a number of traits for each hypothetic firm to ensure consistency, for example:

· each company had three directors

· the outdoor dining area of the café covered 100m2 and contained 10 tables and 40 chairs.

The consultant used a team of analysts to complete analysis and these analysts were assigned different registration activities in different jurisdictions. This measure was aimed at controlling any bias that may have entered the analysis from ‘learning by doing’ on the part of the analysts completing the registrations.

For each registration process the consultant:

· researched whether a registration activity was required

· located the required forms and relevant guidance material

· familiarised themselves with the guidance material and any other material required to successfully complete the lodgement of the form(s)

· completed the requisite form(s).

For each of the registration processes, in each jurisdiction, the consultant recorded the time taken, any fees and charges imposed, rated the level of difficulty of the process, and documented any significant information about their experience.

The estimates of time and cost are based on the experience of the consultants at the time that they undertook the work. The data does not reflect the actual experiences of businesses. As these estimates were based on the experience of consultants with considerable experience in research, working in a controlled environment, the estimates are likely to underestimate the time taken by typical businesses to perform the same tasks. Further, part of the synthetic time estimates are derived from the completion of the application forms with predefined data and so do not take account of the time businesses spend compiling the requisite supporting material. The estimates do, however, provide a consistent basis on which to compare the burden imposed by similar processes in different jurisdictions. 
Information from businesses 

The Commission also sought to collect information from businesses on their experience of business registration. The first hand experience of business in completing the registration process was considered to be an important source of quantitative and qualitative data.

The nature of business registration was a significant factor in the Commission’s decision about how to gather data from businesses. Typically, business registration is an activity undertaken only once at the time a new business is being established. This limits the number of businesses from which data can be sought, the timeframe during which data might be sought and the ability of businesses to clearly identify the process being benchmarked.

The businesses from which data might be collected are effectively limited to recently established businesses. In the case of some generic business registrations, such as registration for an ABN, there is a relatively large number of businesses from which information can be sought. But for some industry-specific business registrations the number of businesses from which information might be sourced can be very limited.

A second difficulty is that recollections of particular registration activities are only like to be vivid for a short period of time after the activity was undertaken. There was also a possible issue about whether businesses would be able clearly to distinguish and recall their experience of one activity among all of the steps involved in becoming a business. The ability of businesses to distinguish between ‘task time’ and elapsed time is a further possible impediment to sourcing reliable quantitative data from businesses.

In light of these issues the Commission felt that it was unlikely to obtain a rich, robust, data set from a large scale survey of businesses. It would be difficult, in most cases, to identify enough businesses on which to base a large scale survey. Obtaining reliable data from such a survey would also be difficult because of the limited ability during such a survey to assist respondents to focus on the registration process. For these reasons, the Commission decided to concentrate on gathering in‑depth data from a small number of businesses in a process where the focus could be kept on the registration activities covered in this study.

Methodology

The Commission decided to engage a consultant to undertake a series of focus groups with recently registered businesses. Participants in a focus group could be guided through discussions designed to elicit information about the costs incurred, and time taken, in registering their business. The businesses would also be able to ask questions and talk through issues with the facilitator and each other to ensure there was a common understanding of what information was being sought. The Commission expected that this approach would yield both qualitative and quantitative information on business experience with registration processes. Participating businesses were paid a fee of $200.
Businesses were asked to provide:

· their overall impressions of their ‘user experience’ in dealing with regulatory agencies including the availability and quality of instruction and support 
· information on the time taken and compliance costs of business registration for business owners
· their views on the reliability of estimates of time taken for registration activities obtained from other sources — such as data provided by regulators and estimates from the synthetic analysis
· comments on key regulatory irritants, including the level of complexity or frustration associated with compliance activities.

Businesses were asked to complete a homework task. This involved recording the steps they had followed in the specific registration process, estimating the time taken and the costs, and briefly describing their experience.

The moderators assisted businesses to concentrate on the individual registration processes and facilitated discussion of businesses’ experience. At the conclusion, businesses were asked to complete a short survey which provided the Commission with quantitative data on their experiences.

The discussions with businesses were organised according to industry sector in each jurisdiction. No groups were held for the registration of wineries in the ACT and the Northern Territory as the Commission did not expect to be able to identify sufficient participants.

Outcomes
The businesses were able to clearly identify the registration processes and to recall their experiences. These groups provided a context for most of the anomalous time estimates provided by participants. These discussions also provided a source of information for the incidental costs incurred by businesses completing a registration process. The qualitative data, such as difficulty ratings and comments on the user experience, provided further context to the user experience.

Notwithstanding, the focus groups were only a limited success due to the difficulty in recruiting sufficient businesses. Initially the Commission sought to identify possible focus group participants by requesting that the regulators administering the registration processes to provide the Commission with lists of recently registered businesses. Due to privacy issues, the jurisdictions were only able to provide limited assistance.

Almost all of the businesses which were invited to participate were identified through the Australian Business Register (ABR). This was not a straightforward process as the ABR data was not specific enough to identify only businesses which had completed the registration processes being studied and did not provide telephone numbers for businesses. The consultants also sought to identify suitable businesses through a number of recruitment strategies:

· Electronic Yellow and White Pages

· Online survey of Australian businesses utilising the TNS online research panel. This involved sending an email to members of the TNS online research panel (over active 300 000 members) to canvass interest in the research

· Qualitative research panels.

These difficulties in recruiting businesses resulted in low levels of participation. While it was always expected that it might be difficult to recruit participants in the small jurisdictions, the Commission was disappointed by the number of participants in every jurisdiction. As intended, the number of business providing information was expanded through the use of face-to-face interviews for those jurisdictions where sufficient businesses could not be recruited for a focus group on a given registration activity.

Overall, 102 businesses participated in the focus groups: consisting of 34 one‑on‑one interviews, 22 mini focus groups (2–4 participants) and 1 focus group (5–7 participants). Table 
B.1 outlines the participants by jurisdiction and activity. 
Table B.
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Business participants by jurisdiction 

	
	NSW
	Vic
	QLD
	SA
	WA
	Tas
	NT
	ACT
	Total 

	Builder
	2
	4
	4
	3
	2
	1
	2
	1
	19

	Café
	1
	5
	3
	4
	1
	3
	2
	4
	23

	Child care centre
	3
	3
	4
	2
	4
	1
	2
	1
	20

	Real estate 
	3
	2
	7
	3
	2
	2
	4
	3
	26

	Winery 
	1
	1
	1
	1
	1
	1
	0
	0
	6

	Othera 
	1
	1
	0
	0
	1
	3
	1
	1
	8


a
Given difficulties sourcing participants for certain generic registrations (such as payroll tax), some participating businesses were drawn from outside the five selected industries.
Source: TNS (2008).
� 	The nature of the ABN registration form means that most businesses can concurrently register for a Tax File Number (TFN), Pay-as-you-go (PAYG) withholding tax and the Goods and Services Tax (GST). 
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