	
	


	
	



7
Cost of generic Australian Government registrations
Australian Government generic business registrations considered in this chapter encompass those for registration as a company and tax‑related registrations (ABN, FBT, GST, PAYG and TFN) as discussed in chapter 3. The analysis presents estimates of time costs for sole traders (tax‑related registrations only) and companies. The data cover the:

· time estimates for the registration 

· degree of difficulty experienced in the registration process

· cost of completing the registration process (time cost and fees and charges)

· application processing time.

The Commission sought information for each registration from regulators, synthetic analysis and businesses. The business estimates were obtained from businesses participating in focus groups and face-to-face interviews. Two businesses provided estimates on incorporation and nine businesses provided estimates for the tax‑related registrations.

The analysis, where feasible, draws on all three sources of data. But, given the small number of businesses providing detailed information, not all business estimates are suitable for comparison. Rather, the business estimates serve as a reality check for the other data sources. The final calculation of costs for benchmarking are based on time and fee data provided by regulators.

7.1
Registering a company (incorporation)

Time estimates for registration as a company

The estimate from the regulator shows that the total time of registration is less than 40 minutes. Business estimates show a slightly longer total time but are comparable with the regulator estimate. Synthetic estimates showed the lowest time of less than 25 minutes. However, the synthetic estimate is based on completing the registration only up to the lodgement of the application form with the regulator. All three estimates are broadly consistent in terms of the time taken to register a company being less than one hour (table 
7.1).

Table 7.

 SEQ Table \* ARABIC 1
Time estimates (minutes) — registration as a company

	Registration activity
	Regulator estimates
	Synthetic estimates
	Business estimates 

	Obtaining information
	15
	
	30

	Obtaining the form
	
	5
	2

	Completing the form
	15
	19
	15

	Lodging forms
	5
	
	1

	Paying fees
	2
	
	n.s

	Total
	37
	24
	48


n.s not supplied.
Sources: ACIL (2008); Australian Government survey response (unpublished); TNS (2008).

Degree of difficulty experienced in the registering a company 

The difficulty ratings provided by synthetic estimates indicate that obtaining information and completing forms were ‘very easy’. In contrast, business participants found obtaining information to be ‘somewhat difficult’ (table 
7.2). The difficulty experienced by business was related to the volume of information needed to understand the legal aspects of incorporation (box 
7.1).

Table 7.

 SEQ Table \* ARABIC 2
Difficulty ratings — registration as a company

	Registration activity
	Synthetic estimates
	Business estimates

	Obtaining information
	
	4

	Obtaining the form
	1
	1

	Completing the form
	1
	3

	Lodging forms
	
	1

	Paying fees 
	
	n.s

	(Number of businesses)
	(n.ap)
	(2)


n.ap not applicable. n.s not supplied.
Sources: ACIL (2008); TNS (2008).

	Box 7.

 SEQ Box \* ARABIC 1
Comments by businesses on registering a company

	One focus group participant found the process of incorporation to be very complicated:

It’s very complicated. If you have no idea and just come off the street and want to start a company, it’s very complicated to do it and it would take a lot more than 15 minutes. There’s a lot of legislation there that governs companies.

Another business relied on external assistance to complete the process:

I got some assistance from my accountant who used another company that starts companies. That took about a week and a half before it all came back. That process took a week, and then it took another week for [the Australian Securities and Investment Commission] to process it, so about a two week [timeframe to complete the activity].

	Source: TNS (2008).

	

	


Cost of registering a company

The application fee for the registration of a ‘proprietary limited’ company is $400. The time cost of registration, based on the regulator’s estimate, is $19. Therefore, in 2006‑07, the estimated total cost of registration of a company was $419.

The Commission has not included this cost in total business registration costs for any state and territory as it is identical in each jurisdiction and provides no differentiating feature between jurisdictions.

Processing time — registration as a company
The regulator states that in 2006‑07, based on records, the average processing time for completed applications for incorporation was one day. Complete and compliant applications can be processed almost instantaneously if submitted electronically.

7.2
Tax‑related business registrations
Time estimates for tax-related business registrations

The time estimate provided by the regulator for ABN, FBT, GST, PAYG withholding tax and TFN registrations is around 100 minutes (table 
7.3). Business estimates are similar, at around 80 minutes. For most businesses, registering for these taxes can be achieved by completing of a common form (see chapter 3).

The synthetic estimate is based on completing the registration up to the lodgement of the application form with the regulator. The synthetic analysis reveals that tax‑related registrations take slightly longer for a company than for a sole trader.

Table 7.

 SEQ Table \* ARABIC 3
Time estimates (minutes) — tax‑related business registrations

	Registration activity
	Regulator estimates
	Synthetic estimates
	Business estimates 

	
	
	Sole trader
	Company
	

	Obtaining information
	60
	
	
	50

	Obtaining the form
	
	15
	15
	4

	Completing the form
	40
	29
	38
	24

	Lodging forms
	1
	
	
	3

	Total
	101
	44
	53
	81


Sources: ACIL (2008); Australian Government survey response (unpublished); TNS (2008).

Degree of difficulty experienced in the registration process

The difficultly ratings provided by businesses and synthetic analysis indicate that obtaining the application form, completing and lodging it were very easy. Business participants found obtaining information regarding the requirements was ‘easy’ (table 
7.4).
Table 7.

 SEQ Table \* ARABIC 4
Difficulty ratings — tax‑related business registrations

	Registration activity
	Synthetic estimates
	Business estimates 

	Obtaining information
	
	2

	Obtaining the form
	1
	1

	Completing the form
	1
	1

	Lodging forms
	
	1

	(Number of businesses) 
	(n.ap)
	(9)


n.ap not applicable.

Sources: ACIL (2008); TNS (2008).

Cost of registering for tax‑related registrations

As there are no fees or charges payable in relation to ABN, FBT, GST, PAYG withholding tax and TFN and registrations, the cost of registering only comprises the time costs. Based on time data provided by the regulator, the estimated time cost of registering for these taxes is approximately $50.

Processing time — tax-related business registrations
The regulator states that in 2006‑07, based on their records, the average processing times for completed applications for an ABN registration was four days.

7.3
Benchmarking Australian Government registrations

The World Bank’s Doing Business 2008 report ranked Australia as the easiest country in which to start a business. In deriving its rankings, the World Bank considers those ‘procedures that are officially required for an entrepreneur to start up and formally operate an industrial or commercial business’ (World Bank 2007a). In the case of Australia, these procedures were found to be incorporation and the registration for an ABN (World Bank 2007b). The methodology employed in the Doing Business 2008 report assumes the minimum time required for each registration is one day. Further, even where registrations can be completed simultaneously, they are considered to be completed on separate days. As a consequence, the World Bank ascribes a time of two days to completing these activities, which greatly exceeds this study’s upper bound estimate of three hours for an average business completing both activities.

The New Zealand Ministry of Economic Development supplied a completed business registration requirement questionnaire 2006‑07 (for the process of incorporation) as part of its submission (sub. 6). The New Zealand survey provides data comparable to the equivalent Australian questionnaire response and reveals:

· compared to the compliance cost of incorporation in Australia (A$418), the cost in New Zealand is NZ$183 (or A$147)

· the New Zealand system allows a business to apply for a tax number and for the GST concurrent with the process of incorporation

· accordingly, the A$147 cost for incorporation in New Zealand includes the cost associated with registering for a tax number and for the GST. This compares with the combined cost of incorporation and the (broadly equivalent) taxation registrations in Australia of A$469

· from 1 July 2008 company incorporations in New Zealand are only be able to be completed via the internet. In Australian incorporation can progress via internet, facsimile, telephone, shop fronts, mail or third party agents.
� 	The currency conversion is based on an exchange rate of A$/NZ$1.2448 — the average exchange rate for the month of August 2008 as calculated using data published by the Reserve Bank of Australia (http://www.rba.gov.au/Statistics/HistoricalExchangeRates/index.html).
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