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Further reforms to occupational licensing
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 SEQ Heading2 1
Nature of problem and case for reform

Occupational licensing can ensure public safety, workplace safety and/or consumer protection. However, excessive and duplicative licensing requirements can act to inhibit workforce mobility, create barriers to entry and raise costs to business. 
The cost and complexity of licensing requirements can be substantial. For example, in 2009 COAG estimated that pro rata license costs for some selected occupations ranged from $300 to $1000 per year (COAG 2009). COAG also observed that a large number of different licence categories, classes and sub-classes, licence levels and licence endorsements exist for some occupations, reflecting the complexity of the licence categories (COAG 2009).

Over the years in several reviews and inquiries, the Commission has identified occupational regulation as an area with considerable scope to reduce regulatory burdens and improve economic efficiency (see PC 2000, 2005c, 2008c, 2010a). 

The Commission’s Review of Australia’s Consumer Policy Framework (PC 2008c), for example, found that there were several hundred laws, mainly State and Territory, covering a large number of occupations. Nearly 100 occupational licenses were found to have been devised for consumer protection reasons alone. In 30 or more of these cases, a licence was required in only one or two jurisdictions. The report stated that:

While in some instances there are good reasons for this (eg. Aboriginal Health Workers), in others (eg hairdressing) the prima facie case for specific requirements seems very weak. (PC 2008c, p. 96)

In the context of this particular issue, the Commission recommended reform of occupational licensing, without reducing necessary protections for consumers.
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Potential reform and possible gains

While there is limited information on the current intended direction and scope of reform, past Commission reports, together with the COAG Business Regulation and Competition Working Group consultation paper on further possible reforms (BRCWG 2011), point to a number of possible options. These include:

· further rationalisation of licensing for some occupations (for example, by removing the need to hold a licence when it is only required in one or two jurisdictions, unless there is a convincing case to the contrary)

· an extension of national licensing to other occupations that were not included in the initial stages of national licensing, and/or

· ongoing improvements to the operation of mutual recognition schemes.

The Commission has not attempted to quantify the extent of remaining gains possible from further reforms of this type. 
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What has been achieved 

Reforms to occupational licensing have been undertaken as part of the Seamless National Economy National Partnership in order to remove impediments to labour mobility for selected occupations. This has involved the development of the National Occupational Licensing System (NOLS) which expands on earlier mutual recognition reforms. 
Occupations covered in the first tranche of reforms include plumbers, electricians, air conditioning and refrigeration mechanics, gas fitters and property agents. The aim was to have national licences for the first tranche occupations in place by 1 July 2012 (BRCWG 2011). 
The April 2012 COAG Communique stated that:

Progress includes:

· passage of the Occupational Licensing National Law in most jurisdictions;

· appointment of the Board of the National Occupational Licensing Authority (NOLA); and

· agreement between NOLA and the New South Wales Government Licensing Service to provide a national licensing register. …
COAG agreed the need for a best-practice approach to regulation and committed to release the Consultation Regulation Impact Statements (RIS) that reflect this approach for electrical; plumbing and gasfitting; refrigeration and air-conditioning; and property occupations in the first half of 2012. This will enable stakeholders to comment on the options for the detailed licensing schemes for each occupation, which include the status quo, national licensing and automatic mutual recognition. COAG further committed to work toward agreement to the framing legislation and regulation by the end of 2012. Given the complexity of the reform, it will now commence from 2013. (COAG 2012, pp. 5-6)
As noted by the BRCWG at this time, delay had in large part been the result of the complex and resource intensive nature of the process of achieving the first tranche of reforms (BRCWG 2012).
Later inclusion of a second tranche of occupations was envisaged early in the reform process. This was to include building and building-related occupations, land transport (passenger vehicle and dangerous goods), maritime occupations, conveyancers and valuers. These were originally to be included by 1 July 2013 (COAG 2009) but, given the delays in implementing the first tranche of reforms, this will not occur on time. 
There have also been some developments with respect to rationalisation of licences. In 2009, jurisdictions reported to the BRCWG on a review of the need for licences for occupations that require registration to perform work in only one or two jurisdictions. Some jurisdictions committed to removing licensing for some occupations. In other cases, commitment was given to review arrangements through other processes. However, some jurisdictions elected to retain unique licensing arrangements for a number of occupations — four in New South Wales, nine in Queensland and three in the ACT (CRC 2012). 
Meanwhile, mutual recognition arrangements continue to have an important role to play. The Commission’s review in 2009, found that mutual recognition of registered occupations was working reasonably well overall, but that a range of factors were preventing realisation of the full benefits of the schemes. The Commission found that:

· uncertainty about the types of occupational regulation covered by the schemes remained and should be clarified

· the legislation was ambiguous with respect to the conditions that can legitimately be imposed to achieve equivalence

· it was unclear whether ongoing requirements, for example, relating to continuing professional development, can be included as a condition of renewal for registrations granted under mutual recognition

· differences between jurisdictions in the scope of activities covered by licences have the potential to impede mutual recognition and labour mobility — although Ministerial Declarations have gone some way towards resolving this problem.
In regard to national licensing, the Commission stated that:

National schemes will address many of the problems raised by study participants, including those associated with variations in the standards required for registration and in the scope of activities covered by licences. While there may be problems with the implementation of these schemes — such as defining a joint standard — these will not be mutual recognition problems. (PC 2009b, p. 109)
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Achieving effective reform in the future

Adequate time should be accorded for the completion of the first tranche to ensure that institutional frameworks and expertise are in place before proceeding with further stages. It may also allow for some evaluation of the effectiveness of the initial reforms.
An extension of national licensing to other occupations would need to be based on a rigorous assessment of likely net benefits, including thorough targeted consultations with the occupations and industries concerned (as is discussed in the COAG Decision RIS for first tranche occupations (COAG 2009b)). 
On the interaction between national licensing and mutual recognition, the Commission’s 2009 report found:

Because it will be some time before national licensing is implemented in some areas and because it will not have universal coverage of occupations, mutual recognition will still be needed. It seems unlikely that national licensing will be appropriate for occupations registered in only a few jurisdictions, or cost effective for small occupations or those for which cross-border relocations are not large. (PC 2009b, p. 110)

Given continued delays in implementing the first tranche of NOLS and the limited number of occupations included, effective and transparent mutual recognition mechanisms will continue to be necessary into the foreseeable future. 
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