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Stock management tools
	Key points

	· Different countries and jurisdictions have used or proposed a variety of more routine tools to manage the stock of regulation. These include:

· red tape reduction targets — a requirement for agencies to reduce administrative or compliance costs by a certain percentage or dollar value 
· regulatory budgets — a limit on the regulatory costs an agency can impose

· one-in one-out rules — a regulation must be removed for each regulation added.
· Most jurisdictions implementing red tape reduction targets have reported achieving substantial reductions in regulatory burdens. However, surveys of business perceptions find little, if any, reduction in business compliance costs despite the targets. Red tape reduction targets:
· may be most useful where a jurisdiction is starting out on a regulatory reform process. Due to their narrow focus on administration costs, their usefulness is limited when a jurisdiction’s regulatory reform program is well advanced
· are more effective where there is independent analysis of the estimated cost reduction and targets are set at realistic levels. Over time, such programs need to expand to cover a wide range of regulatory burdens.

· The complexity of regulatory budgets — particularly the difficulties of measuring the compliance costs to set budgets — and the scope for perverse effects (such as delaying unilateral reform or being unable to enact a regulatory response), has limited their use.
· A ‘one-in one-out’ rule when it relates to pieces of legislation or even the number of requirements, is a blunt instrument. It may lead to perverse incentives, including holding on to redundant or costly regulation as ‘negotiating coin’.

· The United Kingdom has introduced a version of a ‘one-in, one-out’ rule that requires compliance costs in new regulation be fully offset by reductions elsewhere.

· The Regulation Impact Statement process requires policy-makers to examine existing legislation at all levels of Government when introducing new regulation. This diminishes the potential for overlap, and may result in some regulation being removed or amended.

	

	


This appendix follows the following structure:

· section G.1 — the main features of red tape targets, regulatory budgets and one-in one-out rules are briefly described
· section G.2 — uses examples of these tools to highlight how they have been used in practice
· section G.3 — again draws on examples to consider how effective (or not) such tools have been in promoting successful reforms to the stock of regulation
· section G.4 — draws out lessons, making an assessment of: the usefulness of the approaches in identifying areas of regulation that need reform (discovery); how effective they are in assessing alternatives that would improve outcomes (solutions); how well they promote reform action (influence); and the overall return on the review effort (cost-effectiveness)
· section G.5 — a range of other, less common stock management tools are discussed, including Better Ministerial Partnerships, suggestion boxes and internal stocktakes.
G.1
Other ‘stock management’ tools

In addition to the various reviews and benchmarking exercises, governments have adopted a range of other ‘stock management tools’. These include red tape reduction targets and stock-flow linkage rules such as regulatory budgets and ‘one-in one-out’ rules. These tools are triggers or decision rules requiring agencies to consider or reassess the efficiency and effectiveness of their existing regulation. They also impose a discipline on agencies to reduce the burden of regulation, or at least not expand it.

Setting targets for the reduction in red tape has become a common approach in Australia as well as overseas. The Netherlands, in 2002, was the first to set an explicit target reduction in red tape (25 per cent by 2007). In Australia, New South Wales, Victoria and South Australia have set explicit target savings to be achieved through reductions in red tape, while Queensland reports on the savings made through its stocktake program. Targets have been set in terms of dollars saved and as a share of the total burden of regulation.

Regulatory budgets place a limit on the compliance costs of regulatory activities that can be imposed by any policy agency or regulator. ‘One-in one-out’ rules require governments to maintain the total number of regulations by removing a regulation for each one they add. These rules have rarely been implemented, though the United Kingdom (UK) has recently introduced a limited regulatory budget (although they describe this as a ‘one-in one-out’ rule). Regulation impact statement (RIS) requirements in Australia require agencies to consider the costs of the current stock of regulation on those businesses affected by new regulation.
Red tape targets and stock-flow linkage rules encourage agencies to examine the stock of regulation to: identify regulation that can be removed; amend existing regulation by combining it with the new; or amend the regulation, or its administration, to reduce regulatory compliance costs. 
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How have these tools been used?

Red tape reduction targets

How has ‘red tape’ been measured?

‘Red tape’ generally refers to the administrative costs imposed on business in order to comply with regulation. It is largely made up of record keeping and reporting costs — both the time and the financial costs to business of meeting the application and reporting requirements. Administrative costs are largely synonymous with paperwork and do not include the more substantive investment and training costs required to comply with a regulation. From a business perspective, administrative costs include the fees and charges to business imposed by the regulator. From a community-wide perspective it is the total administration cost that matters, not just the share imposed on business.
Some Australian states have included other compliance costs (box 
G.1) in their red tape reduction targets. A few other countries have placed greater emphasis on the administration costs — as reductions to these costs save either taxpayers or business (appendix K). However, most jurisdictions have yet to expand their targets beyond administrative costs — largely due to the difficulties associated with measuring other types of costs.

Generally, the focus of the burden reduction target has been on the costs to businesses. In a some cases, the target was extended to citizens and the public sector. For example, the Dutch target included citizens, and the UK target included charities and social enterprises.

In most jurisdictions, the first step in setting a red tape reduction target has been to measure the total administrative costs associated with regulation in the economy. This has provided a baseline level of the cost of regulation against which to measure performance in meeting the target. The analysis can also provide information to assist departments in proposing reforms.
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Administrative and other compliance costs

	Administrative costs refer to costs incurred by a business in order to demonstrate compliance with a regulation, or to allow government to administer the regulation. These costs primarily consist of paperwork, record keeping and applications.

Administrative costs are a subset of compliance costs. Compliance costs cover all the costs of complying with a regulation, including capital costs, the costs of employing and training workers to achieve compliance and the cost of providing information to third parties. Administrative costs relate to the provision of information and are called substantive compliance costs.
In addition to the compliance costs other ‘costs’ associated with regulations include:

· financial costs — the fees and charges associated with a regulation

· delay costs — the costs associated with delay in activity due to the time taken to complete or approve an application. The cost of delay depends in large part on how predictable its (if not too long)
· economic costs — such as externalities and the impacts on competition.

	

	


Most jurisdictions with red tape targets have adopted the standard cost model (SCM) — which attempts to estimate the administrative costs faced by the ‘normally efficient business’. (More detail and an assessment of the SCM is provided in appendix J.) The SCM is a ‘bottom-up’ approach, in that it attempts to measure the regulatory burdens associated with each regulation. According to the Organisation for Economic Cooperation and Development (OECD), 28 jurisdictions have used the SCM, or some version of it, in estimating administrative costs (OECD 2010c).

Some jurisdictions have attempted to limit the cost of estimating the baseline by limiting its scope. Flanders (Belgium) measured only the most costly 20 per cent of regulations, on the assumption that these impose 80 per cent of the burden. Victoria did not attempt to undertake a full benchmark, but based their estimate on the assumption that the administrative burden as a share of gross domestic product (GDP) in Victoria was the same as that of the UK, and that 44 per cent of this was imposed by State regulation (Victorian Department of Treasury and Finance 2007). However, a more detailed of estimation of regulatory burdens was undertaken for the reforms introduced in response to the target.
Victoria has used an expanded version of the SCM for the purposes of evaluating new regulatory reforms. Their ‘regulatory change measurement’ model aims to include broader compliance and delay cost in the measurements. Other states, such as South Australia, have used the Office of Best Practice Regulation’s (OBPR) business cost calculator (appendix J) to evaluate reform options.

An alternative to setting a cost-reduction target may be to set a target based on the number of  ‘must comply’ provisions. This approach has been used in the Canadian province of British Columbia (see below).
What targets have been set?

While red tape reduction targets had been proposed,
 the Netherlands was the first country in the world to actually set a target — a 25 per cent reduction between 2003 and 2007. This was backed by a comprehensive measurement exercise (box 
G.2). Most other jurisdictions subsequently introducing red tape reduction targets also specified a 25 per cent reduction — including, Germany, France and Italy. In addition, the European Union (EU) has set a target of reducing the administrative burden associated with EU legislation by 25 per cent (box 
G.3).
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Reducing red tape — the Netherlands

	The Netherlands was the first country to establish a red tape reduction target — set at 25 per cent between 2003 and 2007. 

In meeting its initial target the Netherlands first used the Standard Cost Model to estimate the baseline level of administrative burdens in the economy. The level of burden was estimated at €16.4 billion — 3.6 per cent of GDP.

To assist agencies to meet their targets, two co-ordinating entities were established.
· The inter-ministerial unit for administrative burdens was responsible for the day-to-day co-ordination of the scheme. This involved co-ordinating reporting and monitoring and assisting ministries.

· The Dutch Advisory Board on Administrative Burden was responsible for scrutinising reports from the Ministry of Finance on progress towards meeting the target.

Ministries used information from the benchmarking exercise, and from consultation with the corporate sector, to compile a list of potential burden reductions. The burden reductions were not spread evenly across ministries, and ranged from an 18 per cent reduction (Ministry of Economic Affairs) to a 37 per cent reduction (Ministry of Justice).

Progress towards meeting the target was monitored via twice-annual reporting, in line with the budget cycle. These reports contained a list of expected increases and decreases in administrative burdens over a four year cycle.

Subsequently, the Netherlands committed in 2007 to a further 25 per cent reduction by 2011. More recently, this target has been reduced to 10 per cent in 2011-12 and 5 per cent per annum thereafter.

	Source: OECD (2007c); appendix K.
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European Union red tape reduction target

	In 2007, the European Union (EU) set a target of reducing the administrative burden associated with EU legislation by 25 per cent. The EU identified 13 priority areas for reform — agriculture, company law, cohesion policy, environment, financial service, fisheries, food safety, pharmaceuticals, public procurement, statistics, tax, transport and employment relations.

The European Commission undertook a benchmarking exercise in the priority areas using the standard cost model. This involved the identification of the information requirements imposed on business in 72 legal Acts. In addition, a list of ‘fast track actions’ was proposed, which were technical changes in existing rules that could be implemented quickly.

As of 2009, proposals for amending 26 of the Acts had been submitted, of which 16 were already adopted. These proposals were expected to reduce the burden on business by €30 billion.

	Source: EC (2011).

	

	


In Australia, four states — Victoria, New South Wales, Queensland and South Australia — have introduced red tape reduction targets (box 
G.4). The targets in each case have been expressed in absolute terms (for example, South Australia aimed to reduce red tape by $150 million), rather than as a percentage reduction, thus avoiding the need for a baseline ‘burden’ measurement.

While most jurisdictions have implemented ‘gross’ targets — that is, burdens associated with new regulations are not included in the target — some have implemented ‘net’ targets, which take into account the impacts of new regulations. For example, in South Australia, agencies were required to include in red tape reductions plans any regulations introduced between 2006 and 2008 that were likely to lead to an increase in the regulatory burden on business.

Jurisdictions have also used varying approaches to meet their red tape reduction targets. In some cases, the target has been divided across individual agencies. For example, in the UK under the former government, all agencies were assigned a 25 per cent target (with the exception of the Cabinet Office (35 per cent) and Office of National Statistics (19 per cent)).

The bottom-up baseline exercises (discussed above) can help to identify areas of regulation that are imposing the highest administrative burdens. This provides a guide for where reforms are most likely to be achieved.
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Red tape targets in Australian states

	Several Australian states have implemented red tape reduction targets (box G.5 discusses the administrative arrangements behind these targets).
· In July 2006, the Victorian Government committed to reduce the net administrative burden of regulation by 15 per cent by July 2009 and by 25 per cent by July 2011, or $256 million from an estimated baseline of $1.03 billion. This target was subsequently broadened and expanded to a new target of $500 million per year by July 2012, and involved: expanding the types of regulatory costs to include substantive compliance and delay costs, and increasing the coverage to include the income generating activities of individuals and some government services.
· In 2006 the South Australian Government set a target of $150 million in annual net cost savings to business by reducing administrative and compliance burdens by 25 per cent by July 2008. Following completion of this target, a second target of an additional $150 million reduction by 2012 was set.

· The New South Wales Government has committed to reducing red tape (including administrative and compliance costs) by $500 million by June 2011.

· The Queensland Government has a target of an annual $150 million reduction in administrative and compliance burden to business between 2009 and 2013.

	Sources: NSW Department of Premier and Cabinet (2010); Queensland Government (2010); South Australian Government (2008); Victorian Department of Treasury and Finance (2010).

	

	


British Columbia’s regulatory ‘requirements’ approach

In contrast to schemes such as red tape reduction targets, which focus on the cost of regulations, or ‘one-in one-out’, which are concerned with the number of regulations, the Canadian province of British Columbia has implemented a red tape reduction scheme that focuses on the number of regulatory ‘must comply’ requirements in place. 

The scheme was introduced in 2001, when some 360 000 regulatory requirements were reportedly in place. The objective was to reduce the number of regulatory requirements by 33 per cent by 2004. The scheme was subsequently expanded, with an objective of maintaining this reduction through to 2012.

The British Columbia Ministry of Finance reported that the 2004 target was exceeded, with a reported reduction in regulatory requirements of 36 per cent by 2004. As of March 2011, the expanded objective was also on target to be exceeded, with the regulation count decreasing by 10 per cent between 2004 and 2012. Some examples of reforms pursued under this scheme are:

· reducing the number of reporting requirements for schools by 10–15 per cent, and reducing the timing load of the remaining reports

· removing a requirement for travel agents to have a commercial premises

· allowing a greater range of vehicles to be used without a policy-issued permit (StraightForward BC 2009).

What methods are used to support achieving targets?
Regardless of whether the target is divided between agencies or not, agencies are generally required to submit ‘simplification plans’ to a co-ordinating body. Such plans will often outline a list of potential regulatory changes, along with a list of the expected burden reductions associated with the reforms.

A combination of systems and methods are used. 

· Establishing a co-ordinating central agency. This appears to be used in most red tape reduction targets. For example, in the Netherlands an inter-ministerial unit for administrative burdens was established to assist agencies with reducing burdens and to co-ordinate reporting. The Better Regulation Unit performs a similar function in Victoria (box 
G.5).
· Incentive payments. In Victoria, a $42 million fund was available to departments via tender to offset some of the costs of implementing reforms. In addition, while not an official policy, departments were often allowed to retain part of the savings to administration costs generated by the projects (VCEC 2011).
· Reporting. In most jurisdictions regular reports were published showing the progress departments had made in meeting the targets (see for example, Victorian Department of Treasury and Finance 2010; HM Government 2011a and 2011c). In the Netherlands, these reports were linked to the budget cycle.

· Consultation. A key aspect of the EU red tape reduction program was obtaining suggestions from stakeholders. For example, in 2009 a competition was opened offering a prize for the best idea for reducing the regulatory burden (EC 2009).

· Verification of results. In some cases, an independent body was used to verify the cost savings reported by departments. Some examples of this include the Victorian Competition and Efficiency Commission (VCEC), the Dutch Advisory Board on Administrative Burden, and the UK’s External Validation Panel.
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Meeting red tape reduction targets in Australian jurisdictions

	The Australian states have used differing approaches to meet their red tape reduction targets.
Victoria uses an expanded version of the Standard Cost Model, called the Regulatory Change Measurement methodology to estimate the burden reductions associated with regulatory changes. This model expands on the standard cost model by including compliance and delay costs.

In order to encourage departments to reduce their regulatory burden, Victoria used an incentive fund of $42 million. This was administered by the Better Regulation Unit within the Victorian Treasury, which also has responsibility for providing guidance to departments and monitoring and reporting. The Victorian Competition and Efficiency Commission is responsible for assessing the adequacy of department estimates of cost savings.

The South Australian targets are overseen by the South Australian Competitiveness Council. To meet the first target, the Council requested that all agencies develop a plan to reduce red tape on business. Additionally, a series of industry reviews investigated ways that red tape could be cut, and assisted departments in developing their plans.
The Australian Government’s business cost calculator is used to measure cost savings from reforms. These estimates are audited by a consultant twice a year.
All Directors General of New South Wales Government departments are required to report in writing by 30 June and 31 December of each year to the Better Regulation Office (BRO) on achievements in cutting red tape, and planned reductions over the following 6 months. Reductions in red tape are part of the performance agreements of the Directors General.
The BRO suggests that departments use the standard cost model where administrative costs are likely to form a large proportion of the costs. Otherwise, the business cost calculator can be used.

Queensland departments have submitted simplification plans, which are available for public comment and consultation. Cost reductions are estimated using a modified version of the business cost calculator.

	Sources: NSW Department of Premier and Cabinet (2010); Queensland Government (2010); South Australian Government (2008); Victorian Department of Treasury and Finance (2010).

	

	


How much do red tape reduction targets cost?

Costs associated with red tape reduction targets include the costs of measuring the benchmark level of regulation against which targets are set, the costs of establishing units to co-ordinate the reduction efforts, and the costs within agencies of reviewing and proposing regulatory changes. 
There are a number of estimates for the combined costs of setting such targets. In the Netherlands, the costs of the baseline measurement was estimated to be €3 million. In addition, the co-ordinating agencies hired 30 staff between them (OECD 2007a). In the UK, the National Audit Office reported that, as of 2008, the cost of its program was £28.3 million. Of this, £18 million was related to the initial measurement exercise (NAO 2008). This suggests setting and enforcing targets can be costly in gross terms. These costs could be decreased greatly by bypassing the baseline measurement exercise, as in Victoria.
Stock–flow linkage rules
Regulatory budgets, ‘one-in one-out’ and ‘offset’ rules all require regulators to identify options for reducing regulatory burdens when new regulations are proposed. Although many have proposed the use of such rules, their use in practice has been very limited.
A regulatory budget works by establishing an upper limit on the cost of regulatory activities across the government. This budget would be divided across regulators.

The UK considered the use of regulatory budgets in 2008, before implementing a modified ‘one-in one-out’ rule. This rule requires that for any regulation that imposes a cost on business to be introduced, there must be the removal or modification of regulation with an equivalent or greater cost on business (box 
G.6). (As such, the UK’s approach is probably the first example of the practical implementation of a regulatory budget tool.)
This form of a regulatory budget is closer to an ‘offset’ rule. The Australian Government, for example, has a non-binding ‘offset’ requirement which asks agencies to link offsetting compliance cost savings when introducing new regulation (see below and Department of Finance and Deregulation, sub. DR11). Victoria requires that, where new regulation increases red tape, ministers must pursue reforms that lead to a reduction in the regulatory burden. In Belgium, the Flemish government adopted a similar approach, requiring that administrative burdens associated with new regulation must be offset by a reduction in administrative burdens elsewhere.
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Regulatory budgets in the United Kingdom

	Regulatory budget proposals

In 2008, the UK Government released a consultation document which outlined its proposal for a regulatory budget. The budget would have placed a limit on the cost of new regulation that could be introduced by a department. These could have been offset by cost savings from removing or refining existing regulation, and the budgets could have been traded between departments (allowing for greater flexibility). Departments would have been required to report their performance against the regulatory budget.

The regulatory budget would have been based on the direct and indirect costs of regulation. Benefits of regulation would not have been netted off when setting the budget.

In response to the consultation document, the Government decided not to proceed with regulatory budgets at that time.

Implementation of the ‘one in one out’ rule

In late 2010 the Government introduced a modified form of regulatory budget, called the ‘one in, one out’ rule, that is more akin to an incremental regulatory budget — the introduction of primary and secondary UK legislation that imposes costs on business requires the removal of regulation with an equivalent cost on business. Regulations required to comply with EU obligations are exempt from this rule (appendix K).

The rule requires that any new regulation must be costed, and validated by the Regulatory Policy Committee. A statement of new regulation, monitoring performance against the rule, published twice a year.

	Sources: HM Government (2008; 2011a).

	

	


Quantitative ‘one-in one-out’ targets have also been proposed by some. These rules are based on the number of regulations, as opposed to the cost they impose. They require the removal of one (or more) pieces of regulation with the introduction of a new regulation. For example, the opposition party in Tasmania has proposed the introduction of a ‘one-in, two-out’ rule — which, if implemented, would require the removal of two regulations for each new regulation.

The Australian ‘offset’ requirement
Under Australian regulation impact statement (RIS) requirements, when proposing new regulation departments must consider relevant existing regulation at all levels of government, and why it does not adequately address the problem. This reduces the duplication of regulation that may arise.

The process is outlined in the Department of Finance and Deregulation’s submission (sub. DR11):
The Australian Government agreed that in bringing forward regulatory proposals, Ministers address the availability of regulatory offsets. This commitment was given effect in a Guidance Note issued by the Department of Finance and Deregulation to Commonwealth agencies in January 2009 setting out arrangements for the operation of the Government’s one-in one-out policy.
A regulatory offset is any regulation or regulatory process that can be removed, repealed or amended which results in a net reduction in the cost of regulation. Examples might include the removal of redundant regulation, streamlining reporting requirements or simplifying administrative procedures. The requirement to provide offsets is not mandatory, however, agencies must provide evidence that opportunities for offsets have been considered. (p. 3)

While this is not an explicit requirement to remove regulation when new regulation is introduced, it does require some consideration of the stock of regulation.  While the Australian Government has implemented its ‘one-in one-out’ rule through requiring agencies to explicitly consider regulatory ‘offsets’, this arrangement (which is assessed by the Department of Finance and Deregulation (Finance)) is separate from the arrangements set out in the RIS which are assessed by the OPBR.
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How effective have these tools been in promoting regulation reform?
Effective stock management tools would not only identify priorities for reform that have a high potential return to the proposed changes in regulation, but also be a force for change. This could occur through a commitment by governments to consider and implement recommendations, or through the influence that the analysis and involvement has on the stakeholders who can drive reform. 

Red tape reduction targets

Most jurisdictions have reported success with red tape reduction targets. In most cases targets are reported to have been met, and estimates of the annual red tape reduction have been up to several billion dollars.
· The Victorian Treasury reports that the Victorian Government expects to surpass its original five-year target of reducing net administrative burden by $256 million per annum by July 2011, and is on track to deliver the expanded target of reducing regulatory burden by $500 million per annum by July 2012 (Victorian Department of Treasury and Finance 2010). This is based on an assessment of reforms implemented or in the process of being implemented, which as of 2010, were expected to lead to annual cost reductions of $401 million (of which $343 million were administrative costs). The scheme led to simplification initiatives being introduced in areas such as licensing, applications for planning and record keeping (box 
G.7).

· In 2008, Deloitte undertook an audit of agency estimates of red tape reductions resulting from the South Australian scheme. They found that the target was met by the 30 June 2008 deadline, and the initiatives are on track to save South Australian businesses more than $170 million per year. Of this, $112.7 million was associated with completed initiatives, $60.7 million was due to initiatives partially implemented in 2008, that were expected to be implemented fully by 2009. Offsetting this was an estimated $3.3 million increase in regulatory burden resulting from new regulation over the period (South Australian Government 2008).

· As of 30 June 2010, New South Wales reported that it had achieved burden reductions of $400 million — with the majority of these savings achieved through improvements to planning approval processes. These savings were estimated based on reports submitted by the Director General of each department to the Better Regulation Office (Better Regulation Office 2010).

· The UK reported burden reductions of £3.5 billion between 2005–2010 (HM Government 2010). This estimate was based on department estimates of burden reductions associated with reforms they have implemented, and the majority (88 per cent) had been verified by the UK external validation panel (an independent panel set up to scrutinise claimed burden reductions). The departments that achieved a large proportion of the savings were in the Department of Business, Innovation and Skills, the Department of Communities and Local Government, and the Health and Safety Executive (HM Government 2010). The current UK Government has moved away from red tape reduction targets. In addition to the ‘one-in one-out’ rule it has implemented a Red Tape Challenge website (appendix K).

· The World Bank reported that the Netherlands achieved annual burden reductions of €4 billion between 2003 and 2007 (box 
G.8).
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The Victorian Government’s red tape reduction target

	How did Victoria’s scheme operate?

The Better Regulation Unit was responsible for monitoring and reporting on progress towards the target, and providing assistance to agencies. VCEC was responsible for an independent assessment of cost savings achieved by reforms where savings were estimated to be more than $10 million per year.

How effective was Victoria’s scheme?

The Victorian Government has reported that it is on track to reach its red tape reduction target (Victorian Department of Treasury and Finance 2010). A range of reforms were reported, mostly in the area of reducing licensing and paperwork requirements. 
VCEC review

As part of its review into Victoria’s regulatory system, VCEC considered the effectiveness of Victoria’s red tape reduction target. It suggested that Victoria’s approach provided a good basis for reducing red tape on business, and that regulatory targets had been a good motivator. Additionally, it made some suggestions on how Victoria’s future red tape reform program should proceed. These included:

· setting a target that takes into account both administrative and compliance costs. VCEC noted the difficulty associated with setting a percentage target for compliance costs (due to measurement difficulties), and therefore suggested a target expressed in absolute terms. It also noted the risks associated with setting a target — set too low and the target will have little effect; set too high and the target may result in the removal of legislation with net benefits

· the target should be a net target — any new regulation that imposes a cost to business should be offset by the removal of regulation with a equivalent cost

· including a ‘let out clause’ for regulation with large costs, but also large offsetting benefits. This would lessen the risk that net benefit regulation would be removed due to the target

VCEC considered that the incentives for departments to reduce their regulatory burden were ‘weak’. It recommended an explicit commitment by the government to allow departments to retain the reductions in their administration costs associated with reductions in compliance costs. They also recommended reducing the regulatory burden should be included in the performance agreements of department secretaries. VCEC did not recommend the use of an incentive fund.

	Sources: Victorian Department of Treasury and Finance (2009a; 2010); VCEC (2011).
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World bank review of the Dutch red tape reduction scheme

	In a 2007 review of the Dutch administrative simplification program, the World Bank considered that the scheme had been successful in reducing red tape. The World Bank outlined four reasons for the success of the program:
· announcing the 25 per cent target attracted attention and made it easy to communicate reform

· locating the co-ordinating unit within the Ministry of Finance, and the strong link to the budget cycle

· the establishment of the Dutch Advisory Board on Administrative Burden made evaluation independent

· the commitment across all political parties to reduce administrative burdens.

However, the World Bank noted a number of areas where the program could be improved. First, it suggested co-ordinating many of the reform activities within the Ministry of Finance — in particular where the reforms are outside the realms of individual ministries.

Second, the World Bank suggested improving accessibility to ‘burden information’. In particular, it noted that under the 2003–2007 program, there was no central database of regulatory cost information, and little public access to such information.

Third, the World Bank also recommended closer consultation with business. This could be done through annual business surveys, in order to address the gap between the reported burden cost reductions, and the perceptions of business regarding red tape reduction schemes.

Finally, the World Bank suggested that a further target was needed. This target would go beyond administrative costs to target broader compliance costs.

	Source: World Bank (2007).

	

	


The OECD (2010c) has noted that the targets have generally been effective at motivating agencies to reduce red tape:

Targets are used so widely because they help create momentum at the beginning and make the monitoring of progress easier. When individual targets for participating ministries are set in addition to a general reduction target, this creates a pressure on participating institutions to deliver results in time. (p. 40)

However, a concern is that these estimated red tape reduction figures, may not fully reflect the costs and benefits associated with the programs (box 
G.9). 
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Other costs and benefits associated with burden reduction targets

	There are a range of costs and benefits that are not included in the estimated burden reduction calculations. For example:

· there may be issues associated with the measurement of the burden of regulation, including:

· some costs that are classed as burdens may have existed even in the absence of the regulation

· standard models assume 100 per cent compliance with the regulation. This may not always be the case.

· using the ‘normally efficient business’ ignores businesses reducing costs via ‘learning by doing’.

· reducing compliance burdens on one sector may increase compliance burdens on a range of other sectors, or increase monitoring costs
· reducing administrative burdens can affect a range of social and environmental costs (either positively or negatively)
· reducing burdens can free up resources that can be used for more productive uses
· reducing burdens may lead to reduced barriers for entry into the business.

	Source: OECD (2010a).

	

	


Business perceptions

Moreover, some jurisdictions have found that, despite the headline cost savings, business has reported minimal impact on their costs.

In Victoria, a 2011 business perceptions survey undertaken for VCEC found that over half (56 per cent) of business and not for profit organisations reported that regulation had become more costly over the previous three years. This compared to just three per cent of businesses that felt that the regulatory burden had decreased over the same time period (Wallis Consulting 2011).

Business perceptions surveys in the UK have also raised doubt about the degree to which business actually experienced a decrease in regulatory costs. According to the UK National Audit Office (2011), in a series of surveys between 2008 and 2010, only 1 per cent of businesses reported that they had noticed a decrease in time spent complying with regulation.
Similar results were reported in the Netherlands. Despite the Government meeting its targets, the OECD (2010c) reported that business remained frustrated at ‘slow progress and the failure to tackle issues that really matter from its perspective’ (p. 34).
These perceptions by business of the limited effectiveness of red tape reduction targets may be because:

· while the absolute burden reduction numbers may be large in aggregate, these may be quite small when expressed as a cost for an individual business
· the costing model used is based on an ‘average’ business
· there may be a delay in the visibility of results to business — legislation may take time to be repealed, or there may be a delay in the impacts of the reform
· countries may focus on ‘easily removable red tape’ — obsolete regulations that are not usually complied with, so only imply a cost ‘on paper’
· regulations that are classed as the most burdensome may not be the most ‘irritating’ to business (OECD 2010a)

· some measures may still be complied with once the regulation is removed. For example, the Dutch scheme removed a requirement to put price tags on display items (World Bank 2007).

Due to these factors, the true impact of red tape reduction schemes remains unclear. 
British Columbia’s scheme (which focuses on reducing the number of ‘must comply’ requirements in place) may be influential in increasing awareness of the costs to business associated with regulation, but it avoids the measurement costs associated with standard red tape reduction targets. However, it shares the other pitfalls associated with red tape reduction targets (such as the difficulties in setting an appropriate target), and indeed, focusing on the regulatory requirements may have further pitfalls. Such an approach may encourage agencies to focus on getting rid of less costly requirements and, if implemented on a ‘net’ basis, may lead to large reforms or beneficial policies not being implemented.
Stock-flow linkage rules
As regulatory budgets have rarely been implemented, experience with these tools is limited. Early indications following introduction in the UK of a ‘one in one out’ rule suggests that it may be limiting the flow of regulation. While the UK Government (HM Government 2011c) concluded that over the first year of the ‘one-in one-out’ program that ‘the increase in business burdens has remained at, or close to zero’ (p. 5) its impact on the stock and, most importantly, quality of regulation is as yet unclear. 
In the period January 2011 – June 2011, the number of proposed regulations in the UK dropped by 70 per cent, to 46 (of which 11 were expected to have a net cost to business). Nine ‘outs’ were proposed, with a net saving to business of £3.2 billion (box 
G.10). (Much of this net saving was attributed to a change in private sector pension schemes for other reasons.) Over the period January 2001 — December 2011, 19 ‘ins’ were offset by 33 ‘outs’ with the result calculated as a net saving to business of £3.342 billion (mostly as a result of the change in private sector pension schemes) (HM Government 2011c). However, during the second six month period (June – December 2011), it would appear that the cost of new regulation exceeds the offsets by around 20 per cent.  As noted in appendix K, the UK’s ‘one-in one-out’ rule has also provided an incentive to review the existing stock of regulation at the same time as proposing regulatory changes.
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Regulations modified since the UK’s ‘one-in one-out’ rule was adopted

	During the first six months of the UK one in, one out policy, nine regulations were proposed for modification or removal:

· allowing adult gaming centres and bingo clubs more operational flexibility
· delaying an energy efficiency scheme until 2013 (net saving to business of £0.04 million)
· raising the number of customers that are needed for energy companies to be required to participate in a range of social and environmental programs (£0.38 million)
· releasing a listing of fisheries that are included in licensing schemes (£0.08 million)
· some licensing and enforcement functions have been delegated to the Marine Management Organisation (£0.198 million)
· revising information requirement for independent schools applying for a license (£0.07 million)
· requiring private sector pension schemes to increase benefits in line with the consumer price index, rather than the retail prices index (£3260 million)
· allowing mutual societies to communicate with shareholders electronically (£10.4 million).
· allowing notification of firearms transactions to be sent electronically (£0.83 million).

In total, these reforms were estimated to result in a net saving to business of £3.3 billion. However this was almost entirely due to the pension scheme reform, which would appear not to have been motivated by the one-in one-out scheme.

	Source: HM Government (2011a).

	

	


The OECD (2010c) noted that the Flemish (Belgian) scheme had serious implementation issues, and had had little effect in practice. The OECD (2010c) also noted that regulatory budgets and ‘one in one out’ schemes had proven to be:

… generally inapplicable in most countries especially due to their rigour. While controlling the flow of new regulatory burdens is necessary, there may be cases where additional administrative burdens may be acceptable without any compensation. In general, these are cases where overall benefits to society are exceeding overall costs, including additional administrative burdens. (p. 54) 
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How well do these stock management tools work?

This section draws on the examples and discussion in the previous sections to identify some of the common features of red tape reduction targets, regulatory budgets and one-in one-out rules that work to promote successful reform. It also considers features that can limit the effectiveness of these tools, or result in unintended consequences. 
How well does the approach identify areas needing reform? 

As with all review processes, the success of stock management tools is dependent on the processes put in place for the review of regulations by departments. Quantitative targets appear to be an effective driver for departments to consider their stock of regulation and propose potential areas for reforms.
Stock management tools are generally concerned with incremental improvement, rather than identifying large areas for reform. Bottom-up estimation of the compliance costs of regulation provides a starting point for identifying high cost reforms. However, such exercises tend to only measure the administrative costs associated with regulation, and estimating even this subset of compliance costs can be costly. Estimating a baseline for burdens beyond administrative costs would be complex and even more costly.
The emphasis on quantifiable savings inherently limits the scope of reform that can be identified by these approaches. There is a risk that a single focus on administrative burdens may result in other costs of regulation being ignored, especially if regulation is subsequently considered to have been ‘reviewed’.

The extent to which there is flexibility within any scheme may influence its ability to identify areas for reform. If targets or budgets are rigidly applied to each agency, it is more likely that some agencies would struggle to find cost reductions which may have to at a cost to the effectiveness of their regulation. More problematically, agencies may be reluctant to cut red tape by more than the target, or even build in red tape, in order to have easier means to meet further targets. And agencies that have minimised the red tape burden are disadvantaged, especially where incentive payments are linked to achieving targets. Allowing trading of budgets between agencies may increase the scheme’s effectiveness, but could also lead to greater transaction costs.

The use of a rigid target or rules are most useful where there are many regulations with excessive red tape costs. The effectiveness of these tools is diminished where the scope for reform is limited, and it is more likely that significant pitfalls would then be encountered.

How well does the approach identify better alternatives?
Aligned with the focus on administrative burdens, the main option considered in meeting red tape targets or other rules is simplification of the record keeping and reporting requirements — either by streamlining or reducing processes or relying on electronic approaches. 
As a whole, targets and rules appear to be limited to reducing administrative burdens. In some applications they have been extended to more substantive compliance costs and to ‘irritations’, ‘nuisance’ and delay costs but these tend to be add-ons and it is difficult to apply a strict rule to them. A major gap in targets and rules is the lack of any assessment of the effectiveness of the regulation — with the cost reductions taken to not affect the effectiveness of the regulation. 
In addition, targets and rules neglect the benefits associated with regulation. This is a particular problem with ‘one-in one-out’ rules as while removing regulations may reduce the ‘regulatory burden’ placed on business, it may also remove the benefit to society as a whole of the regulation.

Highlighting the difficulties with setting an appropriate target are the risks associated with the setting of the budget cap or target. For example, if the budget cap or target is set too tight, or the scheme is inflexible, the risk that net benefit regulation may be removed is increased. However, too loose a target risks reducing the effectiveness of the scheme. 

There are several factors that may make red tape reduction targets more effective.

· The scope of the policy — a broader scope (for example, including compliance costs) would lead to more options for agencies to reduce their regulatory burden. However, these costs are more difficult to measure, so including such costs would come at the sacrifice of some accuracy in the cost reduction estimations.

· Fees and charges are generally used by agencies as cost recovery mechanisms. Including fees and charges in the target would create incentives for agencies to reduce such costs. The greater the regulator’s administration costs, the greater the burden of funding the regulation that is shifted away from regulated entities and on to taxpayers.

· Incentives for agencies — incentive payments may further encourage agencies to examine the stock of regulation. However, caution must be exercised to ensure that these payments do not create perverse incentives for agencies. For example, allowing agencies to keep internal savings generated by reform may lead to a disproportionate focus on those regulations where the administration cost to the agency is high.

· The size of the target — in most cases a 25 per cent reduction target has been used. What target to implement requires careful consideration, as the target may have perverse effects if set too high. An ‘iterative’ approach to setting the target may be useful, whereby a small initial target is set, with achievement of this target resulting in further targets. On the other hand an initially high target is likely to fall over time, as experienced in the Netherlands (appendix K). Independent review of cost reductions — independent evaluation of agency estimations of cost reductions would reduce the scope for ‘gaming’ by agencies (for example, agencies reporting higher estimated cost reductions than is actually the case).
· Flexibility — rigid application of the target to each individual agency could lead to a greater risk that net benefit regulations may be removed.
How influential is the approach in promoting reform?

Red tape reduction targets appear to have been effective at promoting interest in, and understanding of, the administrative costs of regulation. The use of a target approach has encouraged agencies to evaluate their stock of regulations and propose options for reducing administrative cost, and in some case more extensive reforms. However, as noted above, business has reported little impact from this process.
Given their limited actual application, the influence of regulatory budgets and quantitative ‘one-in one-out’ approaches is uncertain. The main influence of the approaches may be to limit the flow of regulation. They may result in greater attention being given to the compliance costs of regulation, as business, regulation makers, and regulators have been exposed to attempts to reduce these costs. Regulatory budgets would require agencies to consider how to cost-effectively allocate a scarce regulatory budget. ‘One-in one-out’ may give regulation makers pause to consider the value of taking a regulatory approach to problems that have emerged, and may encourage looking at existing regulation as to whether it can be amended to address the problem rather than adding a new regulation.
However, there are significant practical difficulties and pitfalls associated with regulatory budgeting and quantitative ‘one-in one-out’ targets, which has limited their use. For example, while non-compulsory ‘offset’ rules may limit the pitfalls of ‘one-in one-out’ targets, it is the lack of compulsion which also reduces the incentives for agencies to find significant offsets.
What is the return on the review effort?
The cost effectiveness of red tape reduction targets is unclear. While the estimated burden reductions on business tend to be high, the full impact of these schemes on society has not been estimated, and where perceptions surveys have been undertaken business has reported little impact (chapter 3). 
However, the red tape reduction targets themselves may be effective at enhancing the culture of reform across departments.

The costs of the scheme, in particular baseline measurement, can be high. While such measurement tools may have some usefulness in identifying regulation imposing high costs, they are imperfect tools which have significant measurement issues. Measurement is more difficult where these tools are extended to substantive compliance costs. In particular:
· considerable information on compliance costs is required which would impose large collection costs on both government and business

· indirect costs of regulation are uncertain, and difficult to measure

· some compliance related expenditures may have occurred even in the absence of the regulation (Malyshev 2010).

As such, given their large costs, it is unlikely that estimating the baseline cost of regulation is cost-effective. 
Regulatory budgets have some theoretical appeal (box 
G.11). For example Malyshev (2010) stated that regulatory budgets would:
· result in a more cost effective allocation of regulatory resources — as opposed to allowing regulatory agencies to treat regulatory costs as a ‘free good’

· require explicit consideration of the aggregate costs of regulation

· rely on more decentralised decision making.
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Regulatory budgets literature

	The use of regulatory budgets has been considered for some time, in particular in the United States (US).

Tozzi (1979) noted parallels between a regulatory budget and fiscal budgets, in that they both keep ‘expenditures in line with available national resources’. Tozzi recommended that the idea of regulatory budgets should be further explored. However, Tozzi also noted several issues with regulatory budgets, in particular the measurement issues associated with compliance costs.
DeMuth (1980) suggested that ‘the most practical possibility for confronting regulators with the costs of their actions would be to construct a shadow budget …’. DeMuth suggested that a regulatory budget would only consider the costs of regulation — and should not be offset by the benefits of regulation. 
White (1981) suggested that basing regulatory decisions on cost alone is ‘fundamentally misguided’. White suggested that the optimum level of regulation is the point where the benefits exceed the costs by a certain amount, and that setting an arbitrary level of costs is not appropriate.

Crews Jr. (1998) stated that the cost of regulation in the US was over US$600 billion per year. Crews Jr. noted several potential benefits with regulatory budgets, including that:

· it would lead to full accounting of the impact of regulation in the economy

· it would lead to a better ranking of risks — regulators would be forced to focus on those risks they deem the most important.
However, Crews Jr. also listed some pitfalls with regulatory budgets, including that they may increase the legitimacy of regulation, and lead to measurement issues.
Meyers (1998) noted several issues with implementing a regulatory budget, including the difficulty in setting the budget level; difficulties in determining the scope of the budget; measurement issues; and that considering only the costs of regulation would bias the regulatory process.

	Sources: Crews Jr. (1998); DeMuth (1980); Meyers (1998); Tozzi (1979); White (1981).

	

	


However, regulatory budgets raise significant issues. There is scope for ‘gaming’ by agencies, if the estimated cost reductions are not subjected to sufficient independent analysis. In addition, regulatory budgets may lead to regulations with net benefits being removed or not enacted. Comprehensive estimation of burdens of regulation and trading of the budget between agencies would reduce these pitfalls, but would be very expensive to do well and require considerable oversight. These issues suggest that the cost-effectiveness of regulatory budgets is likely to be poor.

Quantitative ‘one-in one-out’ tools are blunt instruments, and there would be scope for agencies to introduce regulations with a high cost on business, while removing those with low or no cost to business. Indeed, such an approach may even be counterproductive — if designed so that the regulation must be removed at the point a new regulation is introduced, there may be an incentive for an agency to delay reforming a redundant or costly regulation until they wish to introduce a new regulation. It should be noted that a recent review of Australia’s Commonwealth regulation found over 4000 redundant regulations (Sherry 2011). As such, there is scope for a ‘one-in one-out’ rule to simply focus on removing these redundant regulations. 

The UK’s recent experience in implementing their ‘one-in one-out’ rule suggest that a more sophisticated ‘offset’ program can instil discipline. Whether the benefits warrant the costs is yet to be seen and is worth monitoring.
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Other tools

This section discusses a range of other approaches that have been less widely considered or applied. These include:

· the Better Ministerial Partnerships scheme in Australia

· suggestion boxes

· internal departmental stocktakes of regulation.

Better ministerial partnerships (Australia)

In recent years the Australian Government has undertaken an initiative called Better Ministerial Partnerships. These partnerships are an agreement between the Finance Minister and another minister to improve the effectiveness of an area of regulation.

In 2009-10 two ministerial partnerships were completed — reviews into accessible product disclosure statements for financial products, and into improving the timeliness of patient access to medical technologies. Six other partnerships were also underway, including consolidating anti-discrimination legislation; improving regulation of agricultural and veterinary chemicals (box 
G.12); rationalising tariff concession arrangements; reducing the number of visa classes; establishing a single security vetting agency and transferring the administration of excise equivalent goods to the Australian Taxation Office (ATO) (Department of Finance and Deregulation 2010).
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Better Ministerial Partnerships — agricultural and veterinary chemicals

	The Australian Government has used the Better Ministerial Partnerships program to introduce some reforms in the agricultural and veterinary chemicals sector. In July 2010, a range of reforms to the sector were enacted. These primarily involved labelling provisions — the Australian Pesticides and Veterinary Medicines Authority (APVMA) is no longer required to assess elements of a product’s label including colour, presentation, logos, warranties and other company information. In addition, company applicants are no longer required to provide a list of approved persons that are authorised to contact the APVMA regarding the application.

In late 2010, a discussion paper was released. This paper proposed a number of reforms, targeted at:

· implementing risk frameworks for agricultural and veterinary chemicals assessment and review

· improving the quality of chemical assessment and registration processes

· enhancing chemical review processes

· using overseas assessments

· establishing an independent science panel

· enhancing the provision of expert advice

· improving legal interaction within the APVMA

· improving the APVMA’s enforcement capabilities.

	Sources: APVMA (2010); Ludwig (2010).

	

	


Once a ministerial partnership is formed, this process can create significant drive for change in the reform area. It is unclear how priorities for ministerial partnerships are decided, but by its nature, the scheme is likely to focus on areas with significant complaints from electorates or business.

According to the Department of Finance and Deregulation (sub. DR11), six Partnerships have now been completed and are being implemented and a further four Partnerships are currently in train.

Suggestion boxes

One approach that has been used to encourage consultation between Government and stakeholders are ‘suggestion boxes’. These mechanisms are often online tools, such as blogs, that allow businesses and consumers to easily register complaints or suggestions regarding regulations.
One example of the use of suggestion boxes has been in the UK. The UK ‘red tape challenge’ website began in April 2011, and allows consumers and business to provide feedback on restrictive or redundant regulations. Every few weeks, a list of regulations in a ‘theme’ are put up for comment. The responses are available online for further discussion, or alternatively a private submission can be lodged.

Views on the effectiveness of suggestion boxes are mixed. The UK has announced that, as part of its red tape challenge website, around 160 regulations affecting the retail sector will be removed or simplified (UK Department for Business, Innovation and Skills 2011). However, in Australia, State and Federal Government experience suggests that suggestion box mechanisms have not been effective — potentially due to a reluctance from business to deal with significant issues in this way.
Internal stocktakes

Internal departmental or government stocktakes of regulation are a further, if less frequently used, stock management tool. Notable examples include:

· the EU’s programme of simplification of EU rules, launched in 2005 and discussed in detail in appendix K. In 2011, the programme covered 185 measures, of which the EC had adopted 132 (EC 2011b). 

· the 2009 Australian Government review of subordinate legislation made before 2008 ‘to document those regulations which impose net costs and identify scope to improve regulatory efficiency’. The review entailed extensive effort (including screening around 55 000 subordinate instruments) but identified a relatively small number of targets for regulatory review (box 
G.13).

The success of internal stocktake reviews in promoting regulation reform varies, with some yielding greater reform outcomes than others. In commenting on the recent internal review of subordinate legislation, Department of Finance and Deregulation stated:

· Across portfolios as a whole, the Pre-2008 Review identified 4204 legislative instruments, or around 14 per cent of the stock, that were redundant or potentially redundant. In the process of identifying the redundant regulations, 10 Acts were also identified that appeared to be redundant. (sub. DR 11, p. 5)
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Review of pre-2008 subordinate legislation

	A review of all subordinate legislation (regulation made under an Act of Parliament) made before 2008 was undertaken as part of an Australian Government initiative to identify scope to improve regulatory efficiency. This involved screening around 55 000 instruments, including all subordinate legislation in force, contained on the Federal Register of Legislative Instruments.

After examining various classes of instrument on the register around 73 per cent were found likely to have an economic impact on business. 17 per cent were Government internal administrative requirements, while 10 per cent concerned the delivery of services and payments to citizens.

Almost 32 per cent of those regulations likely to have an impact on business were air worthiness directives, that is, technical standards mirroring international compliance requirements for aircraft and aeronautical product safety. While arguably having an economic effect on the aviation industry, discretion to amend or remove them is probably zero. 14 per cent were tariff concession orders which provide tariff relief for importers in relation to Australia’s small remaining tariff requirements.

This filtering left 11 444 legislative instruments (grouped thematically in 348 ‘clusters’ for ease of review) which Government departments were then asked to examine. Departments were asked to explain why instruments were introduced; their ongoing relevance; when they were last reviewed; who they impact and how they operate. The findings were that:

· while there has been no systematic documentation of key processes, the stock of Commonwealth regulation appears to have been reviewed regularly for policy relevance

· as a result, the review identified a relatively small number of targets for regulatory review — around eight broad areas, some of which are already scheduled for review

· the most significant finding was that more attention should be directed to revoking redundant regulation, with around 4200 identified as redundant or potentially redundant.

	Source: Department of Finance and Deregulation (2011)

	

	


Adequate follow-up would appear to be important. In this regard Finance stated that agreement has been reached with all portfolio Ministers to implement the review’s recommended actions, and that they continue to monitor progress regularly (sub. DR11, p. 5). 

Table 
G.1 summarises the key strengths and weaknesses of the main stock management tools considered in this appendix.

Table G.

 SEQ Table \* ARABIC 1
Strengths and weaknesses of the stock management tools

	
	Red tape reduction targets
	
Regulatory budgets
	
One-in one-out

	Discovery — How well does the approach identify areas of regulation that are imposing high costs and distortions that need reform?

	Strengths
	· Estimating a bottom-up baseline provides information on what regulations are imposing high administrative costs
	· The application has seen the search for burdens triggered by the desire to introduce new regulation

· A trading scheme across agencies could encourage each agency to assess the burdens its regulation imposes
	· Provides a discipline agencies to examine stock of regulations to identify regulations that can be easily removed

	Weaknesses
	· May be measurement issues associated with burden reduction estimates

· These schemes are generally narrow in the scope of burdens they consider
	· Rigid application may lead to removal of net benefit regulation
	· Likely to lead to focus on smaller, less costly regulations.

	Solutions — How well does the approach identify alternatives (removing or amending regulation)  that would significantly improve outcomes?

	Strengths
	· Encourages agencies to review their regulation, and remove or amend those that are no longer effective or imposing unnecessary costs
	· Encourages greater examination of options to combine and replace regulation when new objectives emerge

	Weaknesses
	· Mostly the options are reduced reporting, streamlined paperwork processes, and on-line options

· Removal of whole regulations likely to be limited to those that were redundant
· Difficulties in setting an appropriate target
	· Narrow in scope
· May inhibit the introduction of beneficial regulations


Continued next page

Table G.1
(continued)
	
	Red tape reduction targets
	
Regulatory budgets
	
One-in one-out

	Influence — How influential is the approach in promoting reform?

	Strengths
	· Appear to drive change and get public attention

· Significant burden reductions reported

· Potentially also encourages greater attention to such costs in developing new regulation
	· Should raise awareness of the costs of regulations and promote cultural change

	Weaknesses
	· Business reports minimal impact on perceived burdens
	· Uncertain – only recently implemented and appears difficult to establish
· Lack of focus on benefits of regulation
	· Significant pitfalls could limit its influence

· Lack of focus on benefits of regulation

	Cost-effectiveness — What is the return on the review effort?

	Strengths
	· Effective at enhancing the culture of reform across departments
	· Lower costs if agencies have a good sense of where burden lies as only have to measure burdens of regulations going in and out
	

	Weaknesses
	· Benchmarking component costs are relatively high. Monitoring and accountability costs may be high
	· Substantial measurement issues and costs. Complex
	· Dependent on the effort placed into the review process by agencies

· May lead to removal of regulations with low burden for the introduction of those with high burden
· May lead to ‘gaming’ — agencies waiting until they wish to introduce a new regulation to remove costly or redundant regulations
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�	For example, then Prime Minister John Howard undertook to reduce red tape by 50 per cent following the Small Business Deregulation Taskforce (Howard 1997).
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