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Public stocktake reviews
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	Key points

	· Public stocktakes are generally consultative reviews that invite businesses to provide information on the burdens imposed by regulation. They tend to be broad, covering all industries or a sector.
· The complaints-driven approach usually employed in stocktake reviews promotes the identification of reforms that are a priority to business. This helps improve business buy‑in to the reform process and can be a good way to identify areas of regulation that may not have previously been recognised as needing attention.

· Stocktake reviews can help generate momentum for regulation reform that lasts longer than the lifetime of the review. A strength of stocktakes is that they often identify areas of regulation that need more in-depth review and create pressure for further reform.
· Since stocktake reviews tend to take policy objectives as given, and focus on the unnecessary burden of regulations, regulations that may have low compliance costs but large economic costs may not be picked up. Stocktake reviews are accordingly most effective when complemented by other approaches.
· Given the costs involved and the need for political support and business input, an economy wide stocktake every ten years seems to work well.

· Frequent reviews can lead to ‘review fatigue’ among businesses, particularly where there are overlapping reviews or business perceives few tangible results from previous reviews.
· Businesses can find it difficult to identify discrete costs that can be attributed to a particular regulation or set of regulations and often do not think about regulation the same way as reviewers.
· For stocktakes to work well, the problems raised by business need to be vetted by reviewers and tested with the relevant agencies, including to determine whether there are alternative approaches that can reduce the burden without detracting from the policy objective.
· The breadth of stocktake reviews means that complex issues typically cannot receive detailed attention.

	

	


The structure of this appendix is as follows:

· section B.1 describes the main features of stocktake reviews

· section B.2 provides examples of stocktake reviews to highlight how they are usually commissioned (the triggers), the methods used to identify the areas for reform, the assessment of alternatives to the regulation in place, and the governance arrangements of the reviews

· section B.3 considers how effective (or not) stocktake reviews have been in promoting successful reforms to the stock of regulation

· section B.4 draws out the lessons, making an assessment of the usefulness of stocktake reviews in: identifying areas of regulation that need reform (discovery); alternatives that would improve outcomes (solutions); promoting reform action (influence); and the overall return on the review effort (cost‑effectiveness).
These lessons are brought together with those from the other appendixes in chapters 3 and 4 of the final report.

B.1
What are stocktake reviews?

Public stocktake reviews generally take a complaints-driven (or bottom-up) approach to investigating regulations requiring reform. They start by asking businesses and others about the regulations they are affected by and the impacts of these regulations. 
Stocktakes accordingly usually involve widespread consultation with industry (businesses and not-for-profit organisations (NFPs)), consumer groups and experts, in the relevant areas of regulation. Where the case for excess burden is established, these groups may then be consulted in developing alternatives. The agency or taskforce undertaking the stocktake would also apply additional screening processes (for example with relevant policy departments) and evaluation in their assessment of the validity of the complaints and in identifying opportunities for reform.
Stocktakes are used mainly to identify unnecessary burdens — those costs seen as excess to meeting the objectives of the regulation. The objectives of the regulation are generally taken as given, and the focus of the reviews is on cost-effectiveness. Stocktake reviews are by definition generally broad in scope across industries or sectors.
The term ‘red tape’ review tends to apply where the focus is limited to the unnecessary administrative and compliance costs. Although a subset of the possible unnecessary burdens, they are the most readily identified and measured if given a review.

The scope and depth of stocktake reviews can depend on who conducts them. Where the department or regulators, tasked with conducting a regulation stocktake, focus on their regulated population these are usually conducted as sector-specific stocktakes. An example is the Queensland Office for Regulatory Efficiency, with their program of reducing red tape, which is run by departments and therefore focused on regulations at the industry sector level. A similar approach has been applied in the January 2011 Executive Order by President Obama (2011a) which requires all federal agencies to review their existing regulation for excess burden.
This appendix focuses on public stocktakes which are undertaken via consultation and could be contrasted with internal stocktakes of regulation that might be conducted by a department or a regulator. An example of a wide-ranging internal stocktake is the review of pre-2008 regulation undertaken by the Department of Finance and Deregulation in 2011 (appendix G).
B.2
How have stocktake reviews been used?

This section draws on examples to discuss how the reviews are usually initiated, what methods are used to identify problematic regulations and how the options for change are assessed. In addition, governance arrangements such as the independence and transparency of the review process, the opportunity for stakeholders to engage, and any requirements for governments to respond to recommendations, are considered. The final issue considered in this section is how much stocktake reviews cost to conduct.

How are stocktake reviews usually initiated?
The triggers for stocktake reviews tend to be ad hoc, contrasting for example with the routine use of stock management tools. Government may commission reviews in response to pressure from business and consumer lobbies, election commitments and crises.
Pressure for stocktake reviews often increases following periods of substantial regulatory change, particularly where the regulations concerned have large or widespread impacts on business (for example, financial, tax or labour regulation). 
The stocktake conducted by the Regulation Taskforce (2006) (box 
B.1) was prompted by a backlash from business following major changes to tax and financial regulation (BCA 2005). The report was seen as a way to raise productivity and reduce costs by flagging areas of greatest reform potential and nominating some simple reforms that could be used as a starting point. The previous broad stocktake review, undertaken in 1996, was driven more strongly by small business concerns (Small Business Deregulation Task Force 1996).
Whether the result of a particular event, or the build-up of pressures for reform, the pressure typically comes from stakeholders. This links into the complaints-based mechanism that stocktakes use — to learn more through consultation in order to address concerns.
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The Regulatory Taskforce’s criteria for filtering proposals for regulatory reform

	The Regulation Taskforce (2006) used a number of criteria to filter reform proposals.
· Consistent with the terms of reference, regulation should be the responsibility of the Australian Government, or a State or Territory regulation that overlaps or interacts with Australian Government regulation.

· Regulation should be unnecessarily burdensome, complex, redundant or duplicative. The Taskforce focused on regulations where the compliance burden appeared unnecessarily high and therefore where there was an avoidable burden on business, and a likely net benefit from reform.

· Reforms to the regulation would not raise fundamental policy issues. The Taskforce’s brief was to identify practical options for alleviating the compliance burden on business — rather than addressing underlying policy matters.
· A regulatory reform was likely to have an impact on a large number of businesses or industries or have a potentially significant impact on the productivity of business across the economy. An early indicator was the extent to which a regulatory issue was raised across submissions.

· Practical reform options were readily apparent, with associated complications or uncertainties not obvious or insurmountable. Where a reform need was clear, but the best way forward was not, the Taskforce advocated a more in-depth examination.

· Regulations that were recently enacted or yet to be effectively implemented were generally not considered.

· The regulation was not the subject of a recently completed review for which the relevant recommendations were being considered by government or had recently been acted on.

	Source: Regulation Taskforce (2006).

	

	


What methods are used to identify regulations needing reform?
Various processes are followed to get information about regulatory burdens from stakeholders. These include:

· general perceptions surveys (VCEC 2011)

· specific surveys of regulators, business, consumers (PC 2004, review of building regulation perceptions survey of building surveyors)

· complaints portals and suggestion boxes (VCEC 2011, while it did not use a complaints portal for the study, it recommended one be created)

· ‘passive’ consultation (public calls for responses and submissions through advertising) (Regulation Taskforce 2006; PC annual regulation stocktakes (PC 2007c; PC 2008d, PC 2009d; PC 2010i))

· ‘active’ consultation (direct contact with representative groups) (Regulation Taskforce 2006; PC annual regulation stocktakes)

· roundtables and workshops (Regulation Taskforce 2006; PC annual regulation stocktakes).

Such methods have also been used in other countries. For example, the United Kingdom (UK) Government has launched the Red Tape Challenge website (Cabinet Office (UK) 2011), which is designed to seek feedback on which laws and regulations should be abolished. The website has received a large number of suggestions. In early 2011 the newly created Canadian Red Tape Reduction Commission commenced consultations with business and identified a number of regulatory ‘irritants’ (appendix J).

Stocktake reviews can require a substantial effort by the reviewers in screening and assessing areas for reform.

How are reform options assessed?

The disparate and varying quality of reform options identified through the complaints-based approach used in stocktake reviews means that effective assessment is essential to the success of the review. The key first stage of analysis in a stocktake involves assessing whether the complaint is valid and falls within the scope of the review. The second stage is developing options for reform and whether burdens can be lowered while still achieving the purpose of the regulation. Simplification is one of the main principles applied in assessing options to reduce red tape. Where the stocktake review lacks the resources to adequately consider the full range of options, or where it is considered that the objectives of the regulation should be re-examined, an in-depth review will be recommended.

Stocktake reviews typically employ a number of common criteria in screening reform proposals, including whether the regulation falls within the scope of the study (whether jurisdictional and sectoral), the nature and magnitude of the burdens imposed, whether practical reform options are readily apparent, and whether the proposal is the subject of a current or recent review.

For example, to ensure its final recommendations were credible and implementable, the Regulation Taskforce (2006) adopted a staged vetting process to sort through the large number of potential reform options generated as part of the review process.

· First, proposals were subjected to initial assessment against certain criteria (box B.1).

· Second, surviving proposals were submitted to the responsible policy department or regulatory agency for comment. Agencies that objected to a proposal were asked to explain their reasons — in particular why it would not be practicable or yield a net benefit.

· Third, proposals that faced objections were re‑examined by the Taskforce to consider whether these were warranted.

· Fourth, in making final assessments, the views of expert ‘third parties’ were sometimes sought as ‘referees’ (Banks 2007b).

Given the broad coverage of regulation stocktakes and their limited scope to drill down into specific reform options, a degree of judgement and pragmatism is needed for such processes to work well. For example, in its study into regulatory burdens in New South Wales, the Independent Pricing and Regulatory Tribunal (IPART) (2006) noted that it adopted a pragmatic approach to examining the issues raised in submissions. In doing so, IPART (2006)  sought to assess:
· the extent to which each ‘burden’ identified by stakeholders is ‘unnecessary’

· the impact of the burden on different stakeholders

· relevant recent or current reviews or reforms likely to affect the burden

· whether there was a good prospect that regulatory reform could reduce the burden (including the ‘significance’ and ‘immediacy’ of potential gains from reforms)

· whether such reform would simplify transfer costs (for example, from business to government or other sections of the community), or was capable of generating a net benefit to the community as a whole. (p. 37)
In its recent inquiry into Victoria’s regulatory framework, Victorian Competition and Efficiency Commission’s (VCEC) (2011) employed a range of methods to collect information, including a perceptions survey (box 
B.2). The reform proposals/issues identified were then passed through a set of filters.
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Victorian Competition and Efficiency Commission regulation stocktake

	The Victorian Competition and Efficiency Commission (VCEC) was asked to undertake an inquiry into Victoria's regulatory framework in June 2010. In early 2011 VCEC released a two-part draft report.

· Part 1 — Strengthening Foundations for the Next Decade outlined VCEC’s proposals to improve the operation of Victoria’s regulatory management system.

· Part 2 — Priorities for Regulatory Reform identified specific areas of Victoria’s regulation that are unnecessarily burdensome, complex, redundant or duplicative.

VCEC identified five areas of regulation that should be reformed or reduced as a matter of priority, using a systematic approach to identifying these ‘hotspots’. First, a list of potential issues was developed through a range of sources, including: input from Government and inquiry participants (mainly consultation and submissions); a perceptions survey; and other sources available, such as recent reviews. This initial list of regulations and issues was then subjected to filtering criteria. Those which passed the criteria were further analysed for reform options and payoff.

The filtering criteria was regulation that:

· is imposed by the Victorian Government

· is unnecessarily burdensome, complex, redundant or duplicative

· could be readily changed to reduce burden and/or where reform would affect a large number of businesses, NFPs or individuals

· has not been the subject of recent reforms — unless there is evidence of substantial burdens on businesses, NFPs or the wider community that have arisen from or not been addressed by those reforms.

In the draft VCEC called for further contributions from business. The final report was submitted to the Victorian Government in April 2011.

	Source: VCEC (2011).

	

	


What are the governance arrangements?
The governance arrangements — who conducts the review, the resources available for review, the transparency of the process, and the response to the review findings — vary with the type of stocktake. Some of the more common approaches are discussed below.

Independence of the review team

Stocktake reviews have typically been conducted at arms length from government. For stocktakes to be effective mechanisms for identifying areas for reform they need to engage widely and effectively with businesses. An independent panel which includes credible and expert business representation helps inspire business confidence in the process, increasing business participation.
Another method of achieving independence while incorporating expert knowledge is for the review secretariat to include members from across industry departments and central agencies. Rethinking Regulation seconded members from across government (Regulation Taskforce 2006) but was physically located in the Productivity Commission offices. It was important to establish quickly a sense of belonging and of commitment to the exercise, over and above the particular interests of home departments.
The Regulation Taskforce also included prominent business representatives, which helped to overcome business scepticism of what could be achieved. Appointees to the Taskforce comprised Richard Humphrey (former CEO of the Stock Exchange), Rod Halstead (Corporate Lawyer) and Angela MacRae (tax and small business specialist), as well as its chair, Gary Banks, Chairman of the Productivity Commission.

Similarly, a key to the apparent success of the small business sector stocktakes undertaken in New South Wales was the diversity and credibility of the panels. These stocktakes were undertaken by a secretariat from the Department of State and Regional Development and were run by a Taskforce chaired by the director general of that department, and with three government, three business and two to five industry sector representatives, depending on the industry being considered (Small Business Regulation Review Taskforce 2006a; 2006b; 2007). This collaborative process enabled the stocktake to get into the detail of how the regulatory system worked, and delivered some significant reforms at relatively low cost.
In general, special purpose review bodies are more likely to have the expertise and resources needed to undertake this kind of project. 
Consultation processes and transparency

Given the dependence of stocktake on business input, effective consultation is important, as is the opportunity for wider scrutiny. Stocktakes may include all or most of the following:

· release of an issues paper 

· a call for submissions

· interaction with stakeholders through submissions, face-to-face meetings and sometimes surveys

· release of a draft report or exposure of preliminary findings for comment (often followed by a second round of consultation.
For example, in Western Australia, the final report of the Red Tape Reduction Group, released in February 2010, contains 107 recommendations, 16 specific reform chapters across a broad spectrum of government activity. In undertaking its functions, the Red Tape Reduction Group consulted widely around the State with business (including small and medium-sized businesses), industry groups and local governments. The consultation process included face-to-face consultations (including 62 face-to-face consultations with a wide variety of stakeholders in 12 regional centres and 6 metropolitan regions) and a written submission process (with 64 written submissions received) (Red Tape Reduction Group 2010).
In-house reviews or reviews by non-expert bodies may be less transparent or engaged due to limited resources.
Requirements for government to respond

Where established organisations are used for the stocktake, reporting requirements tend to be set out in their legislation. For example, Productivity Commission reports must be released within 25 sitting days
 and VCEC inquiries must be released by the government within six months.

There is no formal requirement, unless included in terms of reference, for the Australian government to respond to Productivity Commission reports. However, the convention is that the government usually sets out its response to all recommendations, which has been the case for its various sectoral stocktakes (PC 2009c; PC 2010h).
Where an ad hoc body is established for the purposes of the review, specific reporting requirements may also be established.
How much do stocktake reviews cost?
Costs vary substantially depending on a range of factors, including how many are involved in the review, the scope of the review, data requirements, and the quality of information provided by business (and hence how much additional effort is required by the review team to confirm the problem and identify worthwhile reforms).
While overall review costs can be large, costs per identified reform will still be low when the review works well. For example, while  the Regulation Taskforce (2006) resource commitment was large (some $2 million), the review took only three months and strong stakeholder engagement saw the review identify a large number of reforms.

A paucity of consistent data on the costs of previous stocktakes makes it difficult to provide an assessment. However, the Commission publishes data on the costs of its projects, including its sectoral stocktake reviews. Each of these projects ran for around 12 months, with costs (largely wages and associated ‘on-costs’) amounting to around $1 million per stocktake (PC 2009c; PC 2010h).
In addition to the direct costs to government (costs of the review team and the time spent by regulators/government interacting with them) there are costs to business. As the stocktake reviews are complaints-based, the aggregate costs to business can be significant, including through preparing submission, fees to consultants etc. The Regulation Taskforce (2006), for example, received around 150 submissions, many being substantial documents. Businesses, regulators and government departments also gave their time in attending roundtables and face‑to‑face meetings and in reading and responding to proposals.
B.3
How effective have stocktake reviews been in promoting regulation reform?

Effective stocktake reviews would not only identify beneficial reforms, but also have a good ‘strike rate’ in implementation.
The Regulation Taskforce (2006) made 178 recommendations, of which 160 were initially accepted in whole or in part by the Australian Government following the release of the report. According to the Department of Finance and Deregulation, 111 of these have now been completed, 41 are in progress and eight are not proceeding (table 
B.1). In addition, 11 of 14 regulatory areas identified as priorities for further, more detailed review have since been completed (box B.3.).
Table B.
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Implementation status of the Regulation Taskforce’s recommendations

	Portfolio
	Total
	Completed
	In progress
	Not proceeding

	Attorney-General
	5
	1
	2
	2

	Agriculture, Fisheries & Forestry
	5
	3
	2
	0

	Broadband, Communications & the Digital Economy
	3
	3
	0
	0

	Education, Employment & Workplace Relations
	14
	1
	11
	2

	Health & Ageing
	24
	15
	9
	0

	Immigration & Citizenship
	1
	1
	0
	0

	Innovation, Industry, Science & Research
	5
	5
	0
	0

	Families, Housing, Community Services & Indigenous Affairs
	1
	0
	0
	1

	Finance and Deregulation
	16
	16
	0
	0

	Prime Minister & Cabinet
	3
	0
	3
	0

	Resources, Energy & Tourism
	1
	1
	0
	0

	Treasury
	56
	45
	8
	3

	Sustainability, Environment, Water, Population & Communities
	16
	13
	3
	0

	Climate Change & Energy Efficiency
	1
	1
	0
	0

	Cross-portfolio
	9
	6
	3
	0

	Total — agreed recommendationsa
	160
	111
	41
	8


a One additional recommendation (ministerial responsibility for overseeing the Government's regulatory processes and reform program should be elevated to Cabinet level) has also been implemented by the Government.
Source: Department of Finance and Deregulation (pers. comm., 7 September 2011).
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The ‘Rethinking Regulation’ report

	Rethinking Regulation was the work of a specially commissioned ‘Regulation Taskforce’ comprising key business figures and chaired by Productivity Commission Chairman Gary Banks. It was supported by a secretariat drawn from across Government. The Taskforce was given three months to complete its work and published its report in 2006. The terms of reference required that it identify problem areas and solutions from across the entire spectrum of Commonwealth regulation in Australia, including areas of overlap with State and Territory regulation.
An issues paper and call for submissions was sent out early in the review, followed by extensive business engagement including 60 consultation visits, three round tables and two discussion forums. Regulations raised by business as overly burdensome were tested against certain criteria (box B.1) and, if they seemed reasonable, the relevant Government department was asked to show why the change should not be recommended.
The taskforce was proactive in its consultations and in promoting its work. The support it gained from business was important to its success.
Prioritisation
The report included 178 recommendations, including 66 priority reforms. These were based on an assessment, often calling for judgement, of the prospective gains of the reform (in terms of breadth and depth of impact), the ease of implementation, and logistical considerations — for example, the need to avoid overloading COAG or particular portfolio areas. 
Priorities implemented included:

· raising the threshold for compulsory GST registration from $50 000 to $75 000

· increasing the fringe benefits tax minor benefits threshold from $100 to $300

· significantly increasing the $6 million threshold which determines the public works that must be referred to the Parliamentary Standing Committee on Public Works
· raising the thresholds for the definition of a large proprietary company.
Priorities not implemented included:

· increasing the PAYG withholding threshold for quarterly remitters from $25 000 to $40 000

· raising the superannuation guarantee exemption threshold to $800 per month, and periodically reviewing the threshold.

(continued on  next page)
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	Priority reviews
In addition, 14 regulatory areas were indicated as priorities for review, 11 of which have since been commissioned and completed.
· Superannuation tax provisions — Super System Review Panel (2010).
· Anti-dumping regulations — Australia's Anti-dumping and Countervailing System (PC 2009d).
· Wheat export (‘single desk’) arrangements — Wheat Export Marketing Arrangements (PC 2010f).
· Childcare accreditation and regulation — Early Childhood Education and Care Quality Reforms (Early Childhood Development Steering Committee 2009).
· Privacy laws — ALRC (2008).
· Food regulation — PC (2009b).
· Chemicals and plastics regulation — PC (2008c).
· Consumer protection policy and administration — PC (2008d).
· National trade measurement — 2006 review commissioned by the Ministerial Council on Consumer Affairs.
· Implementation of procurement policies — Department of Finance and Deregulation (2008).
· Health technology assessment — Department of Health and Ageing (2009).
Reviews yet to be concluded include the following.
· Energy efficiency standards for premises — the CSIRO has been tasked with the review and it is scheduled to be completed by the end of 2012.
· Private health insurance regulations — no review is required following a package of important changes to private health insurance arrangements in April 2006.
· Directors’ liability provisions under the Corporations Act — Treasury released an issues paper in 2007.

	Sources: Banks (2007b);.Regulation Taskforce (2006).

	

	


New South Wales also conducted a stocktake review in 2006 (IPART 2006), which was successful in reforming the stock of regulation, both in terms of specific recommendations and recommendations for further review, and in driving reform of the regulatory process (box 
B.4).
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IPART Investigation into the Burden of Regulation in NSW and Improving Regulatory Efficiency

	In 2006 the Independent Pricing and Regulatory Tribunal (IPART) conducted a review of regulation in New South Wales. It was divided into three parts:

· state-wide stocktake of specific regulations identified in submissions as potential sources of unnecessary burden

· cross jurisdictional inconsistency where there was potential for harmonisation

· the regulation development process.
The review had a high profile and received considerable input from business. Many specific recommendations for changes to regulations were implemented. The review of cross-jurisdictional inconsistencies identified areas such as occupational health and safety and workers’ compensation, which were subsequently included in the COAG harmonisation processes. Finally, the report found that current RIS process guidelines were not being followed and recommended significant changes. These recommendations led to the creation of the Better Regulation Office in early 2007.

	Source: IPART (2006).

	

	


Sector-specific stocktakes

Stocktake reviews can also be an effective way of promoting regulation reform focussed on particular sectors. But, as with economy-wide stocktake reviews, results have varied. The Commission’s annual regulation stocktake reviews that followed the more comprehensive Regulation Taskforce (2006) have had mixed success in identifying significant regulation reforms (box 
B.5 and table B.2).
Smaller, more targeted industry stocktakes can also be beneficial. For example, in New South Wales, the Small Business Regulation Review was a rolling review of regulations in targeted industry sectors to reduce the burden of regulatory compliance on small business. Reviews included: motor vehicle retailing and services sector (July 2006); accommodation, food and beverage services sector (October 2006); and manufacturing (fabricated metal products, machinery and equipment, and furniture) sector (October 2007). The Taskforce used the consultation process to identify and explore specific regulatory requirements that were duplicative, unnecessary, unreasonable, excessively costly or time-consuming. Feedback provided to the Commission in consultations indicated that these reviews were seen as valuable exercises, in part because they were able to examine regulations for the particular sectors in sufficient detail to identify concrete problems (Small Business Regulation Review Taskforce 2006a; 2006b; 2007).
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Productivity Commission annual reviews of regulation by sector

	The Productivity Commission has conducted a series of stocktake reviews on the regulatory burdens on business in specific sectors. These followed the broader one by the Regulation Taskforce, based on a Council of Australian Governments (COAG) agreement for all Australian governments to undertake reviews of existing regulation to identify areas where regulatory reform would provide significant net benefits to business and the community (PC 2007c, p. iv). 
The stocktake reviews included: Primary Sector (2007); Manufacturing and Distributive Trades (2008); Social and Economic Infrastructure Services (2009); and Business and Consumer Services (2010). Reviews each ran for 12 months.
The Government’s response to recommendations has been positive, with most recommendations accepted (table B.2). While the underlying policy objectives of the regulation of the business and consumer services sector were largely beyond the scope of these reviews, recommendations were made that some policy issues or particular industries be considered in more detail. For example, following a detailed research study by the Commission (PC 2008f), the 2009 stocktake review pointed to aged care as one such sector, which was subsequently the subject of a public inquiry (PC 2011a). 

	Sources: PC (2007c); PC (2008d); PC (2009d); PC (2010i).
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Government responses to the Productivity Commission’s sectoral ‘burdens’ reviews

	
	
Cost of review $’000
	No. of recommend-ations/
options
	

Supported in full
	Supported in part/for further consideration
	

Supported in principle
	

Not supported

	Primary Sector (Report completed November 2007)
	1 572
	61
	36
	4
	13
	8

	Manufacturing Sector and the Distributive Trades (Report completed August 2008)
	1 580
	23
	4
	2
	15
	2

	Social and Economic Infrastructure Services (Report completed August 2009)
	1 199
	42
	21
	12
	5
	4

	Business and Consumer Services (Report completed August 2010)
	935
	18
	5
	0
	5
	8

	Total (percentage)
	
	100
	46
	13
	26
	15


Sources: Australian Government (2008; 2009a; 2009b; 2011b).

B.4
What makes stocktake reviews work well or not?

Priorities for reform are those areas that are currently imposing high costs for which there are better alternatives (which may be repealing, amending, or integrating the regulation). However, in seeking to promote reform, governments are also mindful of the costs of achieving change — both in terms of political capital spent pushing reforms through and the funding of the review processes. In addition, there are some pitfalls to avoid. The conclusions are summarised in table 
B.3.
How well does the approach identify areas needing reform?

Given their origins, public stocktakes largely involve a complaints-driven approach to identifying priority areas for reform — and consequently the reviews consult widely with business. This promotes the identification of reforms that are a priority to business (improving business buy‑in to the reform process), as well as identifying areas of regulation that may not have been recognised as needing attention, some of which were then reviewed and reformed separately. Overall, public stocktakes have proven highly effective in identifying areas in greatest need of reform.

However, there are also a number of challenges associated with such complaints-based approaches. They depend on the cooperative efforts of businesses and other stakeholders. But, this can be difficult to achieve if there is scepticism about the likelihood or effectiveness of reform.
Even when businesses are engaged, identifying reform priorities can be challenging. In undertaking its annual regulation stocktake reviews the Commission found that business often had trouble identifying discrete costs that could be attributed to a particular regulation or set of regulations. Few could separate out the ‘unnecessary’ part of the burden. Business also often had difficulty in separating the responsibilities of the different tiers of government. 
Hence, substantial scrutiny by reviewers is needed to determine if issues raised are significant and to tease out underlying regulatory issues. Following some initial screening, complaints and reform options need to be tested with policy departments and regulators, as was done in Rethinking Regulation (Banks 2007b).
Stocktakes generally take the objectives of the regulation as given. If the focus is on compliance costs, the review may miss the main sources of cost of poor regulation, such as those from distortions to investment, production and other decisions, or grant market power to incumbents. Hence, stocktake reviews are most effective when complemented by a broader system of regulatory reviews. And they can be valuable in identifying, if not assessing in detail, such issues requiring more in-depth treatment.
How well does the approach identify better alternatives?

When businesses are able to provide a clear idea of the problem that needs to be addressed, identification of solutions is easier. Identifying reform solutions is also made easier when it is possible to test solutions and seek suggestions from industry and regulators as part of the stocktake. Overall, industry stocktakes offer better scope to test options with business and regulators than with a broad stocktake.
Key stakeholders may not agree on significant facts and there can be different interpretations of evidence. For example, this was particularly apparent in the Commission’s Annual Review of Regulatory Burdens on Business: Business and Consumer Services (PC 2010i), in relation to the disagreement between the Law Council of Australia and the Department of Immigration and Citizenship on the advantages and disadvantages of the regulation of immigration lawyers under the Migration Agents Registration Scheme.
Hence, skills are needed within the review body to weigh up competing claims, assess whether solutions identified by business are appropriate and whether there are alternative approaches. The limited scope to address the policy intent of regulations, as well as the shortage of time, means that it may not be possible to identify solutions to complex problems. But, as noted, this can lead to more detailed subsequent reviews.
How influential is the approach in promoting reform?

Stocktake reviews can be highly influential in promoting reform, both through recommending immediate changes and in directing priorities for further review. However, the often disparate concerns raised by participants can result in a list of disconnected findings/recommendations. While it is unavoidable that stocktake reviews will result in some ad hoc recommendations, they tend to be more influential where reviewers are able to draw out common themes and priorities, as did the Regulation Taskforce. 
Overall, the degree of influence of stocktake reviews depends on how they are managed. In particular, good process is crucial in building awareness and a constituency for change.
The Regulation Taskforce benefited from high level political sponsorship and, as noted earlier, it was well resourced (Banks 2007b). While the Commission’s subsequent annual stocktake reviews of key sectors of the economy were also well received, they were arguably less influential, in part because some key issues had already been addressed and because they had a lower public profile.
To avoid ‘review fatigue’, stocktakes should not occur too frequently, with about every ten years for a general stocktake looking about right (the period between the Bell Review (Small Business Deregulation Task Force 1996) and Regulation Taskforce (2006) stocktake exercises). For industries that are experiencing rapid change, or where there are a large number of new regulations, intermediate reviews could be useful. It is important, however, that the recommendations from past stocktakes are — and be seen to be — dealt with before embarking on a new one. This point has been emphasised recently by business representatives during consultations undertaken as part of this study, who naturally look to past performance in assessing how much effort to put in.
Finally, while identification of areas for further review is a strength of the stocktake approach, there needs to be a balance between calls for additional reviews and specific reforms. A stocktake review with few concrete reform proposals may again lead to cynicism among stakeholders about the value of the process, leading to lower industry participation and ultimately a less influential review. 
What is the return on the review effort?

When managed well, broad-based stocktake reviews can be a cost-effective mechanism for identifying regulations that are unnecessarily burdensome. Although the broad nature of stocktakes means that they cannot consider specific issues in depth, they can identify reforms that are obvious and straightforward but may not otherwise have been considered. As for more complex issues, stocktakes are particularly well suited to identifying these as areas for further review — potentially triggering a wave of high quality and well-directed reform.

Factors bearing on the costs of stocktake reviews include: the breadth of the review; the volume of regulation that falls within the scope of the review; and the quality of information provided by participants. Stocktakes rely on businesses nominating specific problematic regulations and providing information to identify and quantify the associated costs. The extent and quality of this information affects the degree of effort the review team needs to expend assessing complaints to determine whether and to what extent they constitute regulatory burdens. Costs are also affected by the complexity of the regulatory area examined and hence the amount of reviewer effort and time that needs to be invested. Review costs are lower — and success more likely — where businesses are also able to identify more cost effective ways of achieving the regulatory objective.
While the complaints-driven nature of public stocktakes helps to ensure the results are relevant to participants, it can often be difficult to predict the areas of concern in advance and plan and manage review resources accordingly. Hence, an experienced, adaptable and well managed review team is important. 
This ability to identify areas of concern that were not apparent to regulators or policy agencies is a key strength of this approach Often these consequences of regulation were unintended, resulting from design or administrative flaws that were not recognised when the regulation was enacted, and can be relatively easy to correct.
Table B.

 SEQ Table \* ARABIC 3
Strengths and weaknesses of public stocktakes

	
	Economy-wide and sectoral stocktakes

	Discovery — How well does the approach identify areas needing reform?

	Strengths
	· Business raise issues that may not otherwise be easily identified (such as where regulations interact)

· Can identify regulation in need of more in-depth review

	Weaknesses
	· Shallow rather than deep analysis and focuses on compliance costs, so can miss some areas with large economic costs other or deficiencies

· Business may have difficulty identifying discrete costs from regulation and may not understand ‘unnecessary’ burdens

	Solutions — How well does the approach identify better alternatives?

	Strengths
	· Effective in identifying possible solutions through consultation

· Can test solutions and seek suggestions from industry and regulators, particularly for sector-level stocktakes

	Weaknesses
	· Need in-house skills and agency advice to determine or check if solutions are optimal so not relying solely on what business has asked for

	Influence — How influential is the approach in promoting reform?

	Strengths
	· Often strong political support/government commitment to process

· Good process (consultation, submissions, draft) builds awareness and a constituency for change
· Likely to lead to reform of some specific regulations and may promote further significant reform by identifying the need for more in-depth reviews

	Weaknesses
	· Too frequent reviews, or failure to implement past reform recommendations can lead to ‘review fatigue’ among business

· Findings may be ignored unless strong government commitment to respond

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

	Strengths
	· Picks up the major complaints of industry and can generate high returns by recommending the minor changes that are likely to deliver the greatest benefits 

· Can identify the broad areas most in need of further review and reform, and be the start of a wave of high quality and well directed reform if timed right

	Weaknesses
	· Need suitable business engagement to work effectively
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