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National Construction Code
12.1
Nature of problem and case for reform

The construction of commercial, residential and public buildings has long been regulated in Australia on the basis that governments have responsibility to ensure the health, safety and amenity standards of buildings on behalf of the community. Under Australia’s constitution, responsibility for such matters resides with State and Territory Governments. Over time, numerous variations in regulatory arrangements have developed across jurisdictions. 
The National Construction Code (NCC) is a COAG initiative to incorporate all 
on-site construction requirements into a single national code suitable for use across jurisdictions. The first phase of the reform was completed in 2011 — three years after COAG’s initial agreement to develop the NCC. The NCC followed a decade of relevant work prior to the settling of the Building Code of Australia. The Building Code of Australia was adopted by all States and Territories in 1998; however, it took an additional decade for all jurisdictions to adopt the next iteration of reform. The NCC integrated the building and plumbing codes and introduced a national performance-based approach to compliance for the plumbing code.
 This has the potential to reduce compliance and other business costs for the building and construction industry and provide businesses with greater flexibility in meeting the regulatory requirements of the code. 

The value of dwelling and non-dwelling building work affected by the first phase of this reform was around $83 billion in 2010-11, equivalent to approximately 6 per cent of Australia’s GDP (ABS 2011a).
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Potential reform and possible gains 
The continuation of NCC reform aims to further reduce inconsistency and overlap in on-site construction codes and streamline regulatory approaches across jurisdictions. The Commission’s assessment of the development of the first phase of the NCC identified two main direct impacts on businesses of integrating the building and plumbing codes:

· improved consistency between building and plumbing regulation, and 

· a more flexible compliance regime (PC 2012b).
The Commission noted that there was scope for the expansion of the NCC to other on-site construction activities, such as gas fitting, electricity, and telecommunications. In principle, these areas face the same need for streamlining and could benefit from the introduction of a performance-based standard. The Commission did not expect, however, for expansion of the NCC to yield benefits as large as those from the first phase of reform (PC 2012b).

The Business Regulation and Competition Working Group has noted that the Australian Building Codes Board (ABCB) is undertaking a preliminary scoping study to consider the possible inclusion of gas fitting into the NCC. The outcomes of the scoping study will be used to inform the Building Ministers’ Forum of the relative merit and scope for such work to proceed.  
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What has been achieved 
The ABCB released the NCC in 2011 and all States and Territory Governments have agreed to adopt the NCC by October 2012.

The Commission estimates that once the first phase of the NCC reform takes full effect, business costs are expected to fall overall by around $1 billion, approximately 1 per cent of the value of residential and non-residential building construction (PC 2012b). The cost savings, which are likely to accrue progressively over a half decade as businesses adapt to the new integrated building and plumbing code, stem from:

· improved consistency between building and plumbing codes: a cost saving estimated at 2 per cent for the non-residential sector ($696 million) and 0.5 per cent for the residential sector ($243 million) 

· the adoption of a performance based plumbing code: a cost saving worth 3 per cent for the plumbing share (10 per cent) of the non-residential sector ($104 million).

Moving to the new code, however, was found to impose transitions costs on business — estimated to be $30 million in the first few years of its operation. Governments are also expected to incur transition administration costs of around $5 million during the first few years of the NCC operation.
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Achieving effective reform in the future

The Commission’s examination of the NCC highlighted a number of risks in seeking to advance reform in this area (PC 2012b). These include:

· Ongoing regulatory differences across jurisdictions — through the NCC, the ABCB has reduced some jurisdictional differences but many remain. Effective oversight in all jurisdictions will be required to address remaining variations as well as confining any new ones to only geographical, geological or climatic factors alone. The experience to date shows progress on the agenda can easily get delayed (for months and sometimes years) in resolving jurisdictional differences. Any new variations should be required to be subject to robust Regulatory Impact Assessment and Ministerial approval. 

· A lack of harmonisation in administration processes — the Housing Industry Association’s submission to the Commission’s study of the Seamless National Economy reforms (PC 2012b) noted that expanding the NCC to other areas has merit. However, the ad hoc administrative approaches of State regulators and the lack of consistency in the application of standards at the State and local level were seen to create further complexity.  

Local government regulations — local governments’ specific building requirements beyond those related to geographical, geological or climatic factors have been shown to increase residential building costs without necessarily providing any offsetting benefits (ABCB 2008). In cases where local government requirements have generated benefits, these generally accrue to individuals and therefore decisions to adopt or otherwise would be best left to market forces rather than regulators.

� 	Performance-based requirements outline the required level of performance and leave it to the designer or builder to decide how compliance is achieved. This allows the builder to develop alternative solutions based on new or innovative building products, systems and designs.
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