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Directions letter
Dr Martin Parkinson PSM
Secretary 
Mr Gary Banks AO
Chairman
Productivity Commission
GPO Box 1428
CANBERRA CITY  ACT  2601

Dear Mr Banks

coag regulatory and competition reform
I am writing regarding the Council of Australian Governments’ (COAG) request that its new regulatory and competition reform agenda be informed by high-level advice from the Productivity Commission.

On 13 April 2012, COAG agreed to progress six priority areas for major reform to lower costs for business and improve competition and productivity.  COAG also agreed to consider other areas of reform, such as ways to reduce the reporting burdens on business.  The new agenda will be supported by a National Productivity Compact: Regulatory and Competition Reform for a more Competitive Australia, which includes a high-level statement on principles for effective regulation.

To progress the reform agenda, COAG agreed to a cross-jurisdictional Taskforce, to be chaired by the Secretary of the Commonwealth Department of Finance and Deregulation.  The Taskforce will provide advice to COAG for its next meeting on the detail of the specific reforms discussed at the Business Advisory Forum and included in the COAG communiqué on 13 April 2012.
As part of this, the Taskforce has been asked to advise COAG on the likely costs and benefits of the reforms, drawing on high-level advice from the Commission and an assessment against COAG’s reform principles.  The Taskforce will also provide advice on sensitivities, stakeholder views and implementation pathways and challenges.  In addition, the Taskforce has been asked to consider the merit of potential areas for reform identified by the Business Regulation and Competition Working Group and the Standing Council on Federal Financial Relations.

Further to the outcome of the COAG meeting and my discussions with you, I would like to request that the Commission undertake, by end of June 2012, a preliminary high-level review of the areas of reform, as outlined in more detail at Attachment A.  I have also attached an extract from the COAG communiqué at Attachment B for your information.

It is possible that this work will be extended, with the Taskforce considering whether to request further advice from the Commission for COAG’s consideration at the end of the year, as noted at Attachment A.
I understand the Commission has capacity to undertake this work within its existing work program.  I have informed the Assistant Treasurer of this request and I have copied this letter to him.

I have also copied this letter to the Secretary of the Department of Finance and Deregulation and the Secretary of the Department of the Prime Minister and Cabinet for their information.

I would be pleased to discuss this request with you should you require further clarification.
Yours sincerely

Martin Parkinson

  May 2012

ATTACHMENT A
REQUEST FOR PRODUCTIVITY COMMISSION ADVICE
The Productivity Commission is requested to undertake, by end of June 2012 for consideration by the Council of Australian Governments (COAG) mid-year, a preliminary high-level review of the following areas of reform:
(a)
six priority areas for major reform to lower costs for business and improve competition and productivity, agreed by COAG on 13 April 2012 (as set out in the COAG Communiqué at Attachment B):
i. 
addressing duplicative and cumbersome environment regulation;

ii.
streamlining the process for approvals of major projects;
iii.
rationalising carbon reduction and energy efficiency schemes;
iv.
delivering energy market reforms to reduce costs;
v.
improving assessment processes for low risk, low impact developments; and

vi.
best practice approaches to regulation.
(b)
reforms that COAG agreed on 13 April 2012 to consider to reduce reporting burdens on business through the removal of overlaps in Commonwealth and State and Territory reporting obligations, including the expanded use of online business reporting;

(c)
reforms that COAG agreed on 13 April 2012 to consider as part of a new National Productivity Compact to be developed between the Commonwealth, States and Territories and business, to future proof national frameworks, including new national regulatory principles, mechanisms to facilitate more consistent and efficient implementation and enforcement of regulation, and ex-post review of national frameworks; and
(d)
the following proposed areas of reform identified by the Business Regulation and Competition Working Group and the Standing Council on Federal Financial Relations:
i. harmonisation of occupational conduct requirements;

ii. further occupational licensing reform;

iii. harmonisation of explosives legislation;

iv. extension of the National Construction Code;

v. land transport reform;

vi. reforms to government services;

vii. urban water reform; and

viii. tax reform.

The Productivity Commission’s analysis should draw on past Commission reports and related existing materials, and outline matters such as the national significance of each reform area and the potential reform gains.
The cross-jurisdictional Taskforce, chaired by the Secretary of the Department of Finance and Deregulation, will consider whether to request additional analysis by the Commission for COAG’s consideration at the end of 2012.
ATTACHMENT B
Council of Australian Governments Meeting

Canberra, 13 April 2012

Communiqué (extract)

Business Advisory Forum

Noting the speed of economic change, increasing globalisation and structural shifts in the economy, participants in the Business Advisory Forum expressed their confidence in the capacity of Australia to address change and secure prosperity.  The Prime Minister, Premiers and Chief Ministers thanked the leaders of businesses and business groups for their constructive engagement on regulatory and competition reform at the Forum, and particularly welcomed the paper prepared by the Business Council of Australia (BCA).

Following discussions at the Business Advisory Forum, COAG agreed to progress six priority areas for major reform to lower costs for business and improve competition and productivity.  The reform priorities are:

· addressing duplicative and cumbersome environment regulation;

· streamlining the process for approvals of major projects;

· rationalising carbon reduction and energy efficiency schemes;

· delivering energy market reforms to reduce costs;

· improving assessment processes for low risk, low impact developments; and

· best-practice approaches to regulation.

First Ministers reaffirmed COAG’s commitment to high environmental standards, while reducing duplication and double-handling of assessment and approval processes.  To achieve these commitments, our governments will work together to:

· fast-track the development of bilateral arrangements for accreditation of state assessment and approval processes, with the frameworks to be agreed by December 2012 and agreements finalised by March 2013;

· develop environmental risk- and outcomes-based standards with States and Territories by December 2012; and

· examine and facilitate removal of unnecessary duplication and reduce business costs for significant projects.

COAG acknowledged the Commonwealth’s existing final approval responsibilities for projects within its current jurisdiction affecting world heritage sites and specific areas of action, including nuclear actions, defence development and developments affecting Commonwealth waters. The Commonwealth will work with the States and Territories to improve the process for approvals of these categories, agreed bilaterally or collectively, for consideration by COAG at its next meeting.

The Prime Minister, Premiers and Chief Ministers tasked Heads of Treasuries to scope urgently the BCA’s proposal to benchmark Australia’s major project development assessment processes against international best practice, and to report to COAG through Senior Officials.  COAG agreed that the construction industry is a significant contributor to Australia’s economic and social wellbeing.  COAG noted that Heads of Treasuries have been asked to undertake analysis of construction industry costs and productivity, and agreed to consider the outcomes of this work through Senior Officials.  Both should occur within a month, including the possibility of referral of one or a combination to the Productivity Commission.

Premiers and Chief Ministers agreed to examine reforms that could be undertaken at the State and Territory level to improve the approval process for major projects, for discussion at the next Business Advisory Forum.  All levels of government will work toward a range of additional approaches, including the creation of taskforces for major projects, so that approvals are administered by a single State agency and unnecessary duplication in Commonwealth and State processes is removed.

COAG recognised the need to prioritise the completion of a review of unnecessary carbon reduction and energy efficiency schemes and asked its new Taskforce (see below) to provide urgent advice in advance of the next COAG meeting on how to fast track and rationalise policies and programs that are not complementary to a carbon price, or are ineffective, inefficient or impose duplicative reporting requirements on business.

COAG reaffirmed its commitment to reforms to increase competition in interconnected energy markets.  COAG will consider at its next meeting proposals to bring forward existing reviews in electricity and natural gas markets as key steps towards improving competition and the efficiency of electricity networks to ensure that energy regulation places greater weight on the outcomes for consumers.

COAG discussed progress by State and Territory governments on development assessment reforms, and acknowledged the need to ensure these processes operate efficiently and do not create unnecessary delays for development proposals.  Premiers and Chief Ministers agreed to consider adopting ambitious targets to improve development assessment processes for discussion at the next Business Advisory Forum.

COAG agreed to consider concrete measures to lift regulatory performance, including reducing complexity and duplication and increasing transparency and accountability.  This will be informed by the current work of the Productivity Commission on the efficiency and quality of Commonwealth, State and Territory and COAG Regulation Impact Assessment arrangements, due to be completed in late 2012.

COAG further recognised that small to medium enterprises are particularly vulnerable to unnecessary regulation and the accumulation of regulation.  COAG agreed that the new Commonwealth Minister for Small Business, and the relevant State and Territory Ministers, would engage the Small Business Advisory Committee, the Council of Small Business of Australia and State and Territory Chambers of Commerce to identify examples of burdensome or unnecessary regulations that frustrate businesses on a day to day basis, and to report back to First Ministers.  COAG directed the Taskforce (see below) to prepare a comprehensive report on the red-tape challenge for its next meeting.

COAG committed to reduce reporting burdens on business.  COAG asked the Taskforce to report on specific ways to remove overlaps in Commonwealth and State and Territory reporting obligations, including the expanded use of online business reporting, for consideration at its next meeting.

COAG agreed the new productivity-enhancing regulatory and competition reform agenda will be supported by a National Productivity Compact: Regulatory and Competition Reform for a more Competitive Australia.  The Compact between the Commonwealth, States and Territories and business will set out a high-level statement on principles for effective regulation and reform.  The Compact will be developed by COAG Senior Officials, in consultation with business, and finalised at the next Business Advisory Forum.

To develop the policy and timetable for this ambitious new reform agenda, COAG agreed to establish a cross-jurisdictional Taskforce, chaired by the Secretary of the Commonwealth Department of Finance and Deregulation, comprising a senior Commonwealth Treasury official and Deputy Secretary representatives from both First Ministers and Treasury departments in the States and Territories, reporting to COAG through First Ministers’ Senior Officials.

The Taskforce will provide advice to COAG for its next meeting on:

· the detail of the specific reforms discussed at the Business Advisory Forum, outlined above;

· the likely costs and benefits of the reforms, drawing on high-level advice from the Productivity Commission and an assessment against COAG’s reform principles; and

· sensitivities, stakeholder views and implementation pathways and challenges.

COAG noted the existing work on future regulation and competition reform, undertaken by the Business Regulation and Competition Working Group and the Standing Council on Federal Financial Relations, and asked the Taskforce to provide advice on the merit of these proposals in the context of a focused productivity-enhancing reform agenda.  COAG agreed that the Business Regulation and Competition Working Group would see the completion of the existing Seamless National Economy reforms by the end of 2012 but would not continue beyond this, being replaced by the Taskforce.

COAG noted that the Forum will reconvene in the second half of 2012 to review and assess progress.

	94
	Report to COAG on reform potential
	


	
	Directions letter
	93



