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Preamble 
There has been continual growth in the volume and scope of regulation in Australia over recent decades. Some of 

this growth may reflect a rational calculation that some risks that were formerly managed by individuals and 

businesses may be managed more efficiently and effectively through regulation. The increase may also reflect 

community demands on governments to regulate to address real or perceived risks and problems, despite the 

costs borne by governments and businesses (and ultimately consumers).  

A key assumption underpinning such explanations of the growth of regulation is that society is making an 

informed choice about the trade-offs associated with additional regulation. Another is that the new regulations are 

effective in solving problems and reducing risk.  

However, several national and state reviews have raised concerns that at least some regulation is not delivering a 

net benefit to the community.  

If regulation is not well-designed and effective in addressing problems, or is no longer effective because of 

changing circumstances, then community wellbeing can be improved by eliminating or modifying it.   

Over the last decade, governments in Queensland and elsewhere have explored ways to improve how regulation is 

made, reviewed and administered. Despite some successes, there remain significant opportunities to pursue 

regulatory reform and modernise the regulatory regime.  

The need to improve regulation has taken on an added urgency due to the nature of the pressing economic 

challenges facing the Queensland (and Australian) economy which has forced a renewed focus on ways to drive 

productivity and economic growth. As discussed in the Commission’s paper, Building Economic Resilience in 

Queensland, countries with more efficient regulatory regimes are more likely to experience smaller economic 

contractions and faster recoveries.  

This research paper complements and extends on this earlier work by examining how to tackle the challenge of 

improving regulation. It describes how regulation affects productivity and economic growth; explores the potential 

gains from focusing on improving the institutions and tools for making, reviewing and administering regulation; 

and identifies the main components of a regulatory reform agenda to support productivity and economic growth.  

The Commission would like to acknowledge the authors of this paper— Jeffrey Hole, Carrie Haines, Angelina Bruno 

and Sean Mackay.  

We welcome feedback on this publication. 

 

  

About the Queensland Productivity Commission 

The Queensland Productivity Commission is an independent statutory body that provides policy advice on 

complex economic and regulatory issues. 

The Commission has an advisory role and operates independently from the Queensland Government—its views, 

findings and recommendations are based on its own analysis and judgments. 

Further information on the Commission and its functions can be obtained from the Commission’s website 

www.qpc.qld.gov.au 

http://www.qpc.qld.gov.au/
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 Key points  

 • With the quality of regulation having a direct bearing on productivity and economic growth, 

governments have identified regulatory reform as a key element of the economic policy response to 

the impact of the COVID-19 pandemic. As discussed in the Commission’s paper, Building Economic 

Resilience in Queensland, countries with more efficient regulatory regimes are more likely to 

experience smaller economic contractions and faster recoveries.  

• While it is beyond the scope of this research paper to assess the effectiveness or efficiency of 

regulation, several indicators suggest there would be a large productivity and growth dividends from 

improving regulation: 

- There has been a substantial increase in the volume of regulation over time in both Queensland and 

nationally.  

- Regulation is associated with significant costs to both business and government:  

o Queensland business expenditure on complying with state regulation could be in the order of 

$3.5 to $7 billion each year (or $7,600 to $15,200 per business). This is equivalent to around 1 to 

2 per cent of Queensland’s gross state product. These costs are likely to be more than double 

once Commonwealth regulation is included.  

o Regulatory complexity and high compliance costs reduce competition, as they act as barriers to 

new business entry. Both competition and business flexibility are vital to achieving the 

productivity growth and increased economic resilience needed to support sustainable economic 

growth and higher living standards. Some regulations can also be designed in ways that harm 

productivity, by constraining or distorting business production, employment and investment 

decisions.  

o Making and administering regulation accounts for a sizeable share of public spending. Improving 

state regulation provides an opportunity to improve public sector productivity and potentially 

free up resources to support the delivery of other public services. 

• Although regulatory reform has been a focus at both the state and national level for over a decade, 

this does not appear to have resulted in large improvements in the quality or quantity of regulation. 

The evidence suggests that a broader approach to reform is required. 

• Improved regulatory outcomes can be delivered through a regulatory reform agenda encompassing: 

- a clear regulatory policy that specifies (measurable) objectives, defines clear roles and 

responsibilities for improving regulation and establishes mechanisms for monitoring and reporting 

progress  

- ongoing and targeted reviews of the stock of existing regulation in important areas to ensure 

regulation is still needed and is designed in a way that avoids unnecessary compliance costs and 

distortions  

- rigorous analysis and assessment of the impact of new regulations  

- mechanisms for improving the administration and enforcement of regulation to ensure that clear 

benefits are being achieved at least cost to the community.  
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1. Introduction 
Regulation affects every resident and business in Queensland. It affects most aspects of people’s lives—the work 

they do and how they do it, the amount they are paid, the buildings they live and work in, how their personal 

information is shared and what they can do in their leisure time.  

Queensland has primary responsibility for regulating areas that are not expressly identified as federal 

responsibilities. This includes schools, hospitals, the environment, roads, railways and other forms of public 

transport, public works, housing and non-residential construction, agriculture and fishing, police, prisons and 

emergency services. The local government sector is also an important regulator in areas such as waste and animal 

management, and building and planning approvals.  

Regulation is intended to provide a range of benefits to the community. When regulation works well, it can 

support the efficient functioning of markets and improve outcomes for consumers and the environment. But where 

it does not, regulation can both fail to achieve its safety, environmental or consumer protection objectives and 

have unintended effects on prices, competition and business flexibility. While this can be due to poor regulatory 

design and implementation, it can also be caused by changes in circumstances, such as new technology or 

business models that were not contemplated when the regulations were first introduced. And because there is 

often strong resistance to changing or removing regulation, even if it is redundant or costly, the volume and 

complexity of regulation applying to business can increase over time—to the point where it becomes a major 

barrier to business flexibility, investment, employment and innovation.  

Several developments have made it even more important to examine opportunities for regulatory reform.  

First, there has been significant growth in regulation in Australia, including Queensland (Figure 1.1). In addition, the 

growing complexity of regulation has been highlighted as a challenge for businesses in several recent reviews of 

the impact of regulation in Queensland, especially those by the Better Regulation Taskforce and its predecessors 

(BRT 2017, 2018; RTRAC 2016).  

 Box 1.1 What is regulation?  

Regulation is generally considered to include any law or ‘rule’ that influences the way people behave. 

Regulation may impose mandatory requirements upon businesses and other parts of the community, or 

it may seek a change of behaviour by providing incentives to improve economic, environmental or social 

outcomes. 

Regulation includes not only Acts made by Parliament but also other subordinate and quasi-legislative 

instruments such as Regulations, standards and notices, mandatory industry codes of practice, 

accreditation schemes and local government by-laws. 
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Figure 1.1  Cumulative Acts passed in Queensland and federally since 1970 

 

Source: Office of the Queensland Parliamentary Counsel website (accessed 7 August 2020); Federal Register of Legislation (accessed 26 

August 2020). 

The last comprehensive count of Queensland regulation identified over 72,400 pages of legislation and over 

265,000 separate regulatory requirements (QCA 2013). Since then, more than 300 new Acts have been passed and 

over 1,600 subordinate regulations made (Table 1.1).  

Table 1.1  New and repealed Queensland legislation (2014–2020) 

Legislation  2014 2015 2016 2017 2018 2019 2020 

Acts passed 65 35 66 44 30 38 39 

Acts repealed 19 9 9 13 6 4 2 

Subordinate legislation made 345 193 246 239 227 270 267 

Subordinate legislation repealed/expired 57 41 52 53 40 51 32 

Note: 2015 and 2017 were ‘election years’, which likely had less parliamentary sitting days. 

Source: Office of the Queensland Parliamentary Counsel website (accessed 11 August 2020; 13 January 2021).  

Second, consistent with national and global trends, productivity growth has slowed in Queensland (QPC 2020b). 

Productivity growth is vital for improving both living standards and government’s capacity to fund increasing 

demands for a range of public services. However, improvements in productivity can be adversely affected by 

regulatory settings (for example, if settings unnecessarily restrict market entry or size, reduce competition or limit 

business flexibility). 

Third, there are concerns about the quality or effectiveness of regulation and the efficiency of enforcement of 

regulation, in a number of areas. Recent public commentary across Australia has examined the adequacy of 

regulation (and its enforcement) in areas such as combustible building cladding, workplace death and injuries and 

environmental protection.  

Fourth, the introduction of new technology and business models has challenged existing regulatory frameworks 

across jurisdictions in areas such as transport (taxi services, drones and electric vehicles), health, financial services, 

employment, streaming of video on demand, online shopping, cloud technology and food delivery. At the same 

time, new technologies open up opportunities for regulators to improve the way they administer and enforce 

regulation (BRT 2018).  
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Fifth, regulation has increased dramatically as part of the response to the coronavirus pandemic (COVID-19). 

Measures that have been implemented to manage the health crisis include restrictions on international and 

domestic travel, closures of schools and businesses, and restrictions on recreation and other activities.  

Governments across Australia have also temporarily relaxed regulatory restrictions in areas such as retail trading 

hours, building and transport operations, take-away sales of alcohol by restaurants, and telehealth and other 

medical services. Recent reviews have recommended that such regulatory changes should be extended while an 

evaluation of their performance is undertaken—with the view that regulation is made permanent if there is a net 

public benefit (NSW Productivity Commission 2020). The Queensland Government has also indicated that it will 

assess the feasibility and ongoing merit of reforms to planning, pharmacy and telehealth, signature and witnessing 

requirements for legal documents, and regulations related to tenancies (Queensland Treasury 2020). 

Lastly, Australia faces a major economic challenge in recovering from the effects of the health crisis. This has 

prompted calls for a focus on tackling regulatory barriers to business investment, employment and flexibility as 

part of a broader strategy to boost the economy and to ensure the economy is prepared for future shocks  

(Box 1.2).  

 

1 Defined here as private new capital expenditure. 

 Box 1.2 How can improving regulation aid economic recovery and improve resilience 

to future shocks? 

The Commission’s research paper Building Economic Resilience in Queensland (QPC 2020a) noted that 

efficient regulation can have a significant impact on the ability of the economy to respond, adapt and 

recover from shocks.  

Responses to combat COVID-19 have had a large effect on economic activity. Although recovery has 

been stronger than expected, the Australian economy fell 1.1 per cent through the year to December 

2020, and unemployment remains at 6.4 per cent (January 2021) (ABS 2020, 2021a).  Forecasts in the 

Australian Government’s Mid-Year Economic and Fiscal Outlook (December 2020) indicate that while the 

economy will continue to recover, unemployment is expected to remain high. Business investment1, 

which had been weak preceding the crisis, fell sharply, declining 7.5 per cent over the year to December 

2020 (ABS 2021b).  

In a cross-country comparison of crises, Bjørnskov (2016) found that countries with more efficient 

regulatory regimes are more likely to experience smaller economic contractions and shorter recoveries. 

The author argues this occurs because crises cause significant disruption to normal activity, making 

existing capital and labour resources temporarily redundant. Efficient regulatory regimes allow resources 

to be rapidly reallocated to respond to the crisis, or be redeployed to newly productive opportunities, 

thereby limiting the economic and social costs of the crisis.  

Regulation can affect the ways in which businesses and individuals respond to this economic challenge. 

For example, if regulation is poorly administered it can slow or prevent businesses implementing new 

business models. Faced with the impacts of COVID-19, many businesses have had to pivot to new 

business models to help them survive (Guillén 2020). Many cafes and restaurants in Queensland, for 

example, have moved into take-away and home delivery, which for some necessitated obtaining a licence 

covering take-away alcohol sales.   

The pandemic may accelerate several trends affecting business, including more remote work, shorter 

supply chains and enhanced use of technology by consumers and businesses (Guillén 2020). Regulation 

and regulators need to be able to accommodate or respond rapidly to changes in business operations to 

allow businesses to grow while identifying and addressing new risks.  
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The policy challenge facing governments, in Queensland and elsewhere, in dealing with these challenges, is to 

ensure that regulation is ‘fit for purpose’—that existing and new regulations are well targeted, effective, 

proportionate and flexible, and that they are being administered in an effective and efficient manner by the 

responsible agencies.  

This research paper seeks to contribute to public discussion about two key questions relating to the role of 

regulation in the Queensland economy:  

1 How does regulation affect the economy, and particularly productivity growth in the private and public sectors? 

(chapter 2)  

2 How can governments ensure that regulation is fit for purpose and supports productivity and economic growth 

in a rapidly changing world? (chapter 3)  

Addressing these questions can help support discussion on improving regulation and identify regulatory reform 

opportunities. Because of the effort that goes into developing, administering, enforcing and complying with 

regulation, even small improvements in regulation have the potential to result in large improvements in public and 

private sector productivity, and through this, support improved economic growth and better outcomes for the 

community.
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2. Economic impacts of regulation 
Regulation can affect the economy—in particular, private and public sector productivity growth and overall 

economic growth. Both productivity growth and economic growth are strongly linked to living standards and the 

capacity of society to achieve other important social, environmental and redistributive goals.  

2.1 Regulation can have a variety of positive and negative impacts 

on the economy  

Regulation can affect either the level of productivity or economic activity or the rate of growth of productivity and 

economic output, or both (see Figure 2.1). For example, introducing a new regulatory requirement (such as the 

need to obtain a licence to operate) may increase business costs and reduce the amount of economic output,  

because the resources devoted to compliance would otherwise be used to produce goods and services (shown in 

Figure 2.1 as a shift down in the growth path of the economy). But if the regulation also keeps competitors out and 

reduces the incentive of incumbent businesses to invest in upskilling labour or improving production processes 

and products, then the rate of productivity growth in the relevant sector will fall, leading to a decrease in the rate 

of growth of the economy (shown as the growth path with permanent effect).  

Figure 2.1  The impact of regulation on the level and rate of growth of the economy 

 

Source: Adapted from Frontier Economics 2012.  

Ways in which regulation can help boost productivity  

Regulation can promote or inhibit the growth of productivity and economic output, depending on how it is 

designed and administered.  

By addressing significant market failures—such as externalities, missing or incomplete markets, information 

asymmetries or public good attributes in certain transactions—regulation can increase the level of productivity and 

economic activity and increase productivity and economic growth rates. Two areas of state-based regulation that 

illustrate the relationships well are the regulation of natural resources and building and construction:  

• Environmental resources: Regulation governing uses of the environment and natural resources can support 

long-term economic growth (even if this is not reflected in measured output) by addressing externalities such 

as pollution or by preventing over-exploitation of natural resources such as fisheries. Environmental 

regulations can also stimulate productivity and economic growth by encouraging innovation to develop more 
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efficient ways to address externalities or exploit natural resources sustainably (Lanoie et al. 2011; Shao et al. 

2020).2  

• Building regulation: Building regulation is intended to address difficulties that consumers face in identifying 

quality builders and monitoring the quality of building works (particularly more complex structural features). 

By enhancing consumer confidence, building regulation can therefore encourage a greater level of building 

activity than would otherwise occur (VCEC 2010).  

The potential for regulation to have a positive effect on productivity and economic output depends on how 

regulation is designed and administered. Most importantly, regulation needs to target significant market failures. 

Regulation will not deliver overall benefits if it does not address a material problem or is ineffective due to the way 

it is designed or administered. The impact may also depend on whether regulation is prescriptive about how 

businesses are to comply, or whether it allows for flexibility in achieving intended outcomes. One of the desirable 

features of outcome-based approaches such as tradeable permits, competitive auctions and taxes (which may 

require enabling regulation) is the incentives they provide to firms to innovate to reduce compliance costs.3  

But regulation can also inhibit productivity growth 

For regulation to make a positive contribution (that is, provide a net public benefit), the benefits of regulation must 

outweigh the costs that regulation imposes, including any adverse impacts on productivity and economic growth.  

Regulation imposes several types of costs that can affect both the levels and rates of growth in productivity and 

economic activity. Typically, the costs of regulation are split into three main types (see Figure 2.2):  

1 Administrative costs to regulators include the total costs to regulators to administer and enforce regulation.   

2 Compliance costs to business include the administrative costs of undertaking paperwork, compiling information, 

and reporting to regulators. There can also be more substantive compliance costs, such as the investment in 

training, systems and services to comply with regulation. From a business perspective, the fees and charges paid 

to regulators impose an additional compliance cost.  

3 Efficiency costs include the costs to society of distortions to businesses’ production processes or changes in the 

type, quantity and prices of goods and services produced (den Butter et al. 2009). However, the costs also 

potentially include the benefits lost if regulation is ineffective or poorly administered.  

 

2 This is sometimes referred to as the ‘Porter hypothesis’, after the academic Michael Porter. According to this thesis, pollution represents 

a waste of resources: waste materials could be recycled or used to produce energy. Reducing pollution therefore leads to an 

improvement in the productivity of resource use. Properly designed environmental regulation can encourage innovation, which may 

partially or more than fully offset compliance costs. In other words, it is possible to reduce pollution emissions and production costs at 

the same time, resulting in ‘win-win' situations (Lanoie et al. 2011, p. 804).  
3 Although there may be good reasons for using prescriptive regulation, such as to reduce uncertainty about business compliance 

obligations by limiting regulatory discretion (Decker 2018).  
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Figure 2.2  Costs of regulation  

 

Source: Adapted from Figure 2.1 (PC 2011, p. 12).  

Most of the available literature on the costs of regulation attempts to measure the first two types of cost. This 

potentially misses important long-run effects of regulation, because changes in the compliance costs to business 

are likely to have a once-off effect on productivity and growth levels, whereas changes affecting the efficiency 

costs of regulation can also affect the rates of growth in productivity and economic output.  

Regulation may impose significant efficiency costs if it has one or more of the following effects:  

• Barriers to entry. Regulation may restrict competition. While sometimes intended (for example, in placing limits 

on tourism in national parks), it is usually an unintended effect of regulation. High upfront costs associated 

with obtaining permits or licences, development approvals or other regulatory requirements may deter new 

business start-ups, giving existing businesses an advantage. Likewise, occupational licensing requirements can 

discourage people from entering regulated sectors or remaining in them (including on a part-time or casual 

basis). This can reduce competition by limiting the availability of appropriately licensed people and cause 

higher prices for consumers. Barriers to entry can harm productivity and economic growth by reducing 

competitive pressure on incumbents to innovate, and by encouraging wasteful lobbying to preserve or extend 

regulation.  
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• Unintended price distortions. Regulation may distort prices for goods and services. While some regulations are 

designed to affect prices (for example, price regulation of monopoly electricity distributors is intended to 

avoid monopoly pricing), in other cases the effect may be unintentional. Unintended price distortions harm 

productivity and economic growth by encouraging businesses to move into activities with artificially high 

prices, and out of those that have artificially low prices.  

• Distorted business incentives. While regulation aims to change business behaviour in positive ways, it can have 

unintended adverse effects. For example, regulations that tailor reporting and other requirements based on 

business size (measured in turnover or staff numbers etc.) can unintentionally discourage business expansion. 

This may harm productivity and growth, especially if larger firms are able to reap scale economies or are more 

likely to invest in skills or product and process innovation.  

Box 2.1 illustrates some of the ways in which regulation may impose efficiency costs, adversely affecting 

productivity and economic growth.
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 Box 2.1 The impact of regulations—some examples 

• Land-use planning regulation: Land-use planning regulations are intended to ensure that the 

impacts of new developments on amenity, environmental and other important community values are 

considered in decisions about land use and development. However, the form and implementation of 

land-use planning regulation can both distort house prices (by restricting the supply of dwellings, 

and by causing costly delays in development processes) and constrain structural change (by 

inhibiting the reallocation of land to more productive uses). The Productivity Commission (2017, p. 

37) estimated that improvements to land use planning regulations and its administration in Australia 

could provide economic benefits worth up to $1.5 billion per year by reducing development delays 

and risks, streamlining documentation and reducing controls that restrict changes in land use over 

time.  

• Occupational licensing: Occupational licensing can provide assurance to consumers and improve 

competence, but when it unnecessarily restricts market entry, it has been shown to increase rigidity 

and reduce mobility in the labour market, reduce productivity growth and lead to increased costs to 

consumers (Harper et al. 2015; Kleiner & Soltas 2019; PC 2008, 2014a; QCA 2015). The Productivity 

Commission (2015), for example, identified that restrictions on the tasks health professionals can 

perform limit the flexibility of healthcare services to respond to patient needs.  

• Endangered species: A private conservation agency based in South Australia had generated a 

surplus of platypuses—more than is a sustainable population for the sanctuary. However, due to a 

prohibition on the sale of native animals (except on a government-to-government basis) it could not 

sell any of the platypuses (it received offers well in excess of $1 million per animal). In the absence of 

sales, surplus animals would need to be culled (Banks 2003).  

• Private conservation: Some regulations intended to protect and preserve places of heritage or 

natural value can lead to perverse or unintended outcomes. For example: 

- Proposed endangered species regulations (instead of negotiated solutions between governments 

and landholders) may, due to concerns about infringements on property rights, lead to the pre-

emptive destruction of habitats (Epstein, cited in PC 2004, 2006a). 

- Heritage controls restricting the use or development of some buildings have in some instances led 

to insufficient maintenance, eventually resulting in irreparable damage or ‘strategic demolition’ (PC 

2006).  

• Pharmacy: Multiple reviews of the regulatory restrictions on pharmacy ownership and location, 

(initially introduced in the 1930s to protect incumbent pharmacies when British chain Boots 

attempted to enter the market) have found that such restrictions limit both consumer access and 

choice and the ability of suppliers to meet consumer demand, and are likely to impose large costs on 

consumers and taxpayers (QPC 2018).  

• Transport: Until recently, the taxi industry was heavily regulated in Australia, with regulations 

covering the number of taxis, prices, industry structure and service quality. While the stated reasons 

for some of these regulations were to ensure minimum levels of safety and service quality, most of 

the existing regulation did not have a strong rationale, and the costs resulting from restricting 

barriers to entry were heavily borne by consumers— for example, excess fares in Sydney were 

estimated to be almost $300 million per year (Abelson 2010; PC 1999). 
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2.2 Relationship between regulation, productivity and economic 

growth 

International evidence 

Several studies have examined the relationship between regulation, productivity and economic growth. Much of 

the literature attempts to quantify the effect of changes in regulation on economic growth using cross-country 

comparisons based on aggregate indicators of regulation, such those produced by the World Bank and the OECD.4  

Surveys of this literature conclude that improving regulation has a positive effect on productivity and economic 

growth (Frontier Economics 2012; Parker & Kirkpatrick 2012).5 One of the most recent and comprehensive studies, 

which covered 23 OECD countries (including Australia), found that a strong relationship exists between regulation6 

and total factor productivity (TFP)—a one per cent reduction in the degree of regulation produced a 0.2 to 0.5 

per cent increase in TFP (Papaioannou 2017).7 Andrews and Cingano (2014) also found a strong negative 

relationship between product and labour market regulations and productivity.8 Similarly, a Reserve Bank of 

Australia research paper reported that lower initial levels of regulation are associated with higher TFP growth over 

subsequent years and that changes in labour and product market regulation have more of an effect in combination 

(Kent & Simon 2007).  

The literature on regulation does not, however, identify the specific changes in regulation that bring about 

productivity gains. It does suggest that countries looking to raise productivity and economic growth should 

address the different types of cost that regulation imposes and establish institutional arrangements that support 

improvements in regulation. 

The efficiency effects of regulation are likely to be at least as high as the direct compliance costs  

The empirical literature suggests that the efficiency costs of regulation are at least as significant (or higher) than 

the direct compliance costs. These costs include the costs arising from restrictions on competition, innovation and 

flexibility. For instance, a cross-country study by the Swedish Agency for Growth Policy Analysis (2010) concluded 

that the efficiency costs resulting from regulations are considerable and are much larger than the direct costs of 

administration and compliance.9 Similarly, a study for the United States estimated that the costs to business of 

complying with Federal Government regulation were evenly split between three categories: paperwork 

(administrative) costs; costs of environmental and other risk reduction (compliance); and price and entry controls 

(efficiency) (Hopkins 1998, p. 309). The implication of these findings is that regulatory improvement policies that 

only focus on reducing administrative and compliance costs may provide important one-off benefits but are less 

likely to permanently affect rates of productivity and economic growth.  

 

4 For example, since 2004 the World Bank has reported annually on the time and costs of activities involved in starting or closing a 

business, such as registering a business or property, obtaining credit, obtaining construction permits and resolving insolvency. (World 

Bank 2019).  
5 As noted in these studies, the empirical literature is subject to several limitations relating to the complexity of measuring regulation, 

limitations of the techniques (particularly difficulties in determining whether regulation caused changes in economic growth or the 

reverse) and limitations in measurement of the benefits of regulation (some benefits of regulation are not accounted for in measures of 

economic growth).  
6 The study uses indicators of regulation for seven network industries (telecommunications, electricity, gas, post, rail, air and road 

transport) as a measure of the economy-wide level of regulation, covering the period 1975 to 2011.  
7 In the long run, after an initial adjustment period.  
8 The authors predominantly test allocative efficiency, a component of aggregate productivity. Results are robust to alternative measures 

of labour and total factor productivity.  
9 The study used the term ‘indirect costs’ in a manner analogous to efficiency costs (section 2.1), including the impact on business start-

ups, business capital investment, and incentives to innovate (Swedish Agency for Growth Policy Analysis 2010, pp. 16–17). The direct 

costs of regulation were defined as the costs incurred by business to comply with regulation (equivalent to the way administrative and 

compliance costs to business are defined in section 2.1).  
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The quality of regulatory institutions matter 

Regulatory institutions are defined as the systems covering the development of new regulation such as regulatory 

oversight, training and capacity building, and the use of regulatory quality tools such as formal consultation and 

regulatory impact analysis, as well as systems for reviewing the stock of regulation, such as regulatory burden 

reduction programs. Jacobzone et al. (2010) examined the relationship between regulatory institutions and 

economic performance for OECD countries. The study used information from surveys of regulatory institutions in 

OECD countries, and found that improvements in regulatory institutions made between 1998 and 2005 had a 

significant and positive impact on economic indicators including employment, GDP and labour productivity. The 

implication of the findings is that efforts to improve the institutions that influence the development of new 

regulation and the quality of the stock of regulation can help raise rates of productivity and economic growth.10  

The impact depends on the type of regulation  

Some of the empirical literature looks at how particular areas of regulation affect productivity and growth, such as 

product market11, labour market and environmental regulation. According to Frontier Economics (2012), there is 

evidence demonstrating that high levels of product market regulation impact negatively on productivity and 

growth. Andrews and Cingano (2014) found that deregulating labour markets would have a stronger effect on 

improving productivity, relative to the effect of deregulating product markets. Other empirical work has shown that 

the effect of a change in product market regulation on productivity depends on the level of labour market 

regulation in a given country, and vice versa (Égert 2016; Kent & Simon 2007). The policy inference is that 

implementing product and labour market reforms jointly may bring more benefits than single market reforms.  

The gains from reducing regulation depend on the existing levels of regulation  

Not surprisingly, studies suggest that gains from reducing regulation are much greater in countries with highly 

regulated economies. The negative effects of regulation are also found to be more intense in countries close to the 

global productivity frontier12 (Papaioannou 2017)13, suggesting Australia may have more to gain from improving 

regulation compared to some other OECD countries.  

2.3 Regulatory costs incurred by business 

There is a small amount of Australian literature that attempts to quantify the administrative and compliance costs 

of regulation incurred by business. While these studies are national in scope and do not attempt to cover all the 

different types of cost of regulation (including those incurred by the public sector), they enable a rough estimate of 

administration and compliance costs faced by Queensland businesses (assuming the costs are proportional to 

Queensland’s 19 per cent share of national output) (Table 2.1).  

  

 

10 The study did not attempt to explicitly account for regulatory culture (the norms, values and beliefs of those responsible for 

developing or administering regulation), although regulatory institutions are designed to influence culture (NZPC 2014, pp. 4–5).  
11 Product market regulation typically covers a broad range of rules that affect business operations during the firm’s lifecycle, including 

start-up, operation and expansion, and exit (Frontier Economics 2012, p. 6).  
12 The global productivity frontier is a measure of productivity used to compare countries or firms. The frontier is defined as the best 

performing country or firm.  
13 Advanced economies close to the productivity frontier rely on innovation as the main vehicle of growth (growth through factor 

accumulation has been exhausted). Given a higher innovation rate depends on competition, countries close to the frontier have bigger 

gains from liberalisation. Similarly, Bourles et al. (2013) find that anticompetitive regulations in upstream industries have curbed 

productivity growth of OECD industries, with these effects stronger in industries that are close to the productivity frontier.  
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Table 2.1  Regulatory costs to business: aggregate estimates of administration and compliance costs 

Estimate Source Scope Methodology 

State-level studies 

$7.5 b  

(3% of GSP) 

CCIQ (2013) State Appears to be based on survey responses (e.g. hours spent 

on paperwork). 

$2.5 b  

(1% of GSP) 

QCA/OBPR 

(2012) 

State and local  Extrapolation of NSW and VIC. estimates.  

National studies 

$86 b  

(10% of GDP) 

ACCI (2005) Federal, state 

and local  

Based on US study. Drawing on a range of cost components, 

data sources and estimation procedures. 

$35 b  

(4% of GDP) 

Productivity 

Commission 

(2006) 

Federal, state 

and local  

Business cost calculator; OECD 2001 survey. 

$94 b  

(6% of GDP) 

Deloitte 

(2014) 

Federal, state 

and local  

Budget papers; ABS; Deloitte survey; Productivity 

Commission. 

Federal regulation 

$65 b  

(4% of GDP) 

Department 

of Prime 

Minister and 

Cabinet 

(2014) 

Federal Aggregation of portfolio estimates. Extensive count of 

regulation followed by deregulation units and policy officers 

costing their own portfolio’s regulation. 

$47 b  

(3% of GDP) 

Australian 

Treasury 

(2014) 

Commonwealth 

Treasury 

Portfolio  

Aggregation of agency estimates. ATO uses a standard 

costing model.  

Note: Estimates have not been inflation-adjusted. 

Source: ACCI 2005; Australian Treasury 2014; DAE 2014; Department of Prime Minister and Cabinet 2014; PC 2006b; QCA 2012. 

Several key conclusions can be drawn from these studies.  

• A conservative estimate (after removing outlier observations) suggests administration and compliance costs 

associated with state-based regulation are likely to be in the range of 1 to 2 per cent of gross state product 

(GSP).14 Based on Queensland’s GSP of around $350 billion, this implies that state-based regulations may 

impose administration and compliance costs on Queensland businesses worth $3.5 to $7 billion per year (or 

$7,600 to $15,200 per business).15 However, significant uncertainty is associated with this estimate, as, for 

example, the findings of the business surveys listed in the table are likely to be biased upward, due to 

businesses self-reporting (PC 2006, p 153).  

  

 

14 For those national studies where compliance burden includes regulation from all levels of government, it is assumed that state and 

territory regulation contributes one third of the total compliance burden.  DAE (2014) make a similar assumption when attributing the 

share of total cost to government of administrating regulation to state and territory governments.  
15 If all of this burden was ultimately passed on to consumers, state-based regulation would impose annual costs of between $300 and 

$600 per person in Queensland.  
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• When the costs of complying with Australian Government regulation are added, total regulatory compliance 

costs for Queensland-based businesses could range from 4 to 6 per cent of GSP or between $14 and $21 

billion per year. The Australian Government is responsible for regulations relating to taxation (GST), financial 

regulation and competition and consumer protection.  

• These estimates do not take account of the efficiency costs associated with regulation (Novak 2016), or the 

impact on economic resilience (the ability of the economy to respond to shocks such as COVID-19 or the GFC). 

The economic cost of regulation is likely to be larger than indicated by these studies, which do not attempt to 

measure the broader economic efficiency effects of regulation (such as the effects of barriers to entry, price 

distortions and unintended impact on growth rates or the impact of regulation on slowing the rate of 

economic adjustment to major economic shocks). If the efficiency costs were as large as the administration 

and compliance costs, the total costs of regulation to the Australian economy would be around 8–12 per cent 

of GDP.16  

While these studies provide insufficient information to determine the main drivers of the cost estimates (such as 

the different types of cost identified in Figure 2.2, different areas of regulation, or the role of administration and 

enforcement in influencing reported costs), this topic has been canvassed in other independent reviews (Box 2.2).  

 

16 Novak (2016) considers that accounting for the efficiency costs of regulation in Australia would push up previous estimates of the 

costs of regulation to at least $176 billion per year (11 per cent of GDP).  
17 The Queensland Government’s BRT and its predecessor the Red Tape Reduction Advisory Council (RTRAC) have identified similar 

drivers of regulatory cost in Queensland (BRT 2017, 2018; RTRAC 2016).  

 Box 2.2 Potential drivers of regulatory costs incurred by business 

Independent reviews of regulation by bodies such as the Productivity Commission and Queensland’s Better 

Regulation Taskforce identify some of the factors driving regulatory compliance costs. For instance, recent 

reports by the Productivity Commission covering mining, resources, agriculture and retail trade (PC 2013, 

2014c, 2016, 2020) identify the following cost drivers:17  

• Time and effort required to identify and understand regulatory obligations: Common business 

concerns relate to the effort required to report information to (potentially multiple) regulators, and 

the time to complete applications for permits, licences or other approvals. As these costs are often 

fixed, their impact is sometimes felt disproportionately by small businesses due to their lower 

turnover and lack of specialised staff to handle regulatory matters (BRT 2017; PC 2016).  

• The way regulations are designed: Regulations that create or increase barriers to entry, 

participation, diversification or expansion in a market, through limiting the number, size or operating 

model and mix of businesses or individuals (for example, through strict licensing or outmoded or 

overly prescriptive requirements) can reduce competition, innovation and productivity. This in turn 

can lead to increased prices (and/or a reduced range of products or services) and costs to consumers 

and other businesses (Harper et al. 2015).  

• The way regulation is administered: Complex and unnecessarily lengthy approval processes in 

areas such as land and infrastructure development are often identified as a major driver of regulatory 

compliance costs. The Productivity Commission in its Shifting the dial report, for example, stated that 

as much as half of the costs of regulation can be due to the way it is administered (PC 2017, p. 241).  

Economic conditions may also be an important and under-appreciated factor driving the costs of 

regulation—regulation can influence the pace and shape of recovery by influencing the capacity for 

business to redeploy human and capital resources. 
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2.4 Regulatory costs incurred by government  

One issue that has received little attention in the regulation literature is the impact of regulation on government 

expenditure (shown in Figure 2.2 as the administration cost to regulators) and the productivity of regulators.18  

Limited budgets mean that governments must make strategic decisions about how to allocate public resources to 

meet changing regulatory and other priorities. Good information on the size and distribution of current spending 

can help to identify opportunities to improve public sector productivity by administering and enforcing state-based 

regulation more efficiently. The productivity of regulators also affects the cost of doing business, because many 

regulators charge fees for licences and inspections based on their costs to administer and enforce regulations.  

Regulatory spending in Queensland 

There is a lack of information on current public spending on administering and enforcing regulation Australia-wide. 

In Queensland, there is no comprehensive publicly available list of regulators19, and no standardised approach to 

presenting information on public spending by Queensland regulatory agencies (which can include both government 

departments and regulatory bodies). Instead, information on public spending on administering and enforcing 

regulation is available across a variety of sources, including departmental and regulator annual reports, departmental 

service delivery statements and the state budget papers, and in a variety of formats.  

These publicly available sources indicate that the cost of administering regulation in Queensland is funded from 

various sources, including through general budget allocation, levies imposed on regulated industries and fees paid 

by the beneficiaries of the regulation (or those who cause the problem the regulation is designed to address). 

However, information on Queensland regulators and departments undertaking regulatory functions is often 

combined and incorporated into the reporting by the regulator’s responsible department.  

Nevertheless, by using available information on spending in Queensland and comparing this with spending in 

Victoria (Box 2.3)—which publishes consolidated information for its regulators—a rough estimate was developed of 

gross spending by the Queensland Government on the administration and enforcement of regulation.  

 

18 The focus in this section is on public spending to implement regulation applying to businesses. Government agencies must also 

comply with internal regulatory and reporting requirements. This issue and the associated costs are not considered in this section.  
20 A total of 57 out of 60 Victorian regulators provided responses to the OCBR.  
21 The estimate of Victorian Government regulators also includes workers compensation payments. While these could be classified as 

regulatory expenditures due to the compulsory nature of workers compensation schemes, this spending was instead treated as a non-

regulatory service.  

 

 Box 2.3 Victorian regulatory spending  

In 2018, the Victorian Office of the Commissioner for Better Regulation (OCBR) surveyed all Victorian 

regulators on their objectives, regulatory framework and operational data. The OCBR identified $9 billion 

in expenditure by 57 regulators in 2016–1720, representing 15 per cent of total Victorian general 

government expenditure (OCBR 2019). Moreover, the survey showed that the top 10 regulators accounted 

for more than 80 per cent of expenditure by all Victorian regulators.  

Regulatory expenditures in Victoria are, however, likely to be much less than the $9 billion reported in 

the OCBR survey. This is because some Victorian regulators perform non-regulatory functions such as 

providing fire control and emergency response services.21 Expenditure on non-regulatory services was 

identified for the top Victorian regulators and deducted from total spending. This yielded an estimate of 

gross public spending on regulatory services in Victoria of approximately $3.2 billion, representing 5.4 per 

cent of total Victorian general government expenditure in 2016–17.22  
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As the largest regulators in Queensland and Victoria regulate very similar activities, it is likely that Queensland 

devotes a similar share of its total public sector spending to implementing regulation. Based on the Queensland 

Budget, adjusting for the size of state economies,23 gross spending on administering and enforcing regulation in 

Queensland is likely to be in the order of $2.6 to 3.1 billion per year.24 To put this figure into perspective, it represents 

about 8 to10 per cent of Queensland Government expenditure on health and education combined.25 Expressed on 

a per capita basis, gross spending on regulatory administration and enforcement averages around $510 to $620 per 

person in Queensland.  

A key challenge for government is to determine where to focus its regulatory efforts in a budget-constrained 

environment. Given the large budgetary impact of creating and administering regulation, quantifying the overall 

regulatory spend could, at a minimum, help identify opportunities to improve public sector productivity and aid 

assessments of whether the focus of regulatory effort in Queensland is delivering the greatest overall community 

benefit. Improving transparency around the costs of regulators may also improve stakeholder monitoring or 

oversight of regulator performance. 

 

 

21 The estimate of Victorian Government regulators also includes workers compensation payments. While these could be classified as 

regulatory expenditures due to the compulsory nature of workers compensation schemes, this spending was instead treated as a non-

regulatory service.  
22 Based on the 2016–17 Victorian Budget papers.  
23 Victoria’s share of the national economy is 23.67 per cent versus Queensland’s 18.94 per cent (ABS Australian National Accounts: State 

Accounts, 2018–19, cat 5220. ). However, while Queensland’s economy is smaller than Victoria’s, Queensland is also the most 

decentralised state resulting in higher costs of service delivery to more remote regions (Queensland Government 2017).  
24 Based on 5.4 per cent of $57.59 billion (Queensland Budget papers 2018–19) = $3.1 billion.  
25 In 2018–19, the Queensland Government spent $31.3 billion on health and education.  
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3. Improving regulation 
Given the potential productivity and economic gains that can be achieved from more efficient and effective 

regulation, this section identifies the main tools governments can use to deliver improved regulatory outcomes.  

How do we ensure regulation is fit for purpose? 

Well-designed and administered regulation that effectively targets significant market failures helps support well-

functioning markets and delivers benefits for businesses, consumers and the community.  

But even where there is an ‘in-principle’ case for regulation, regulation needs to be effective in targeting material 

policy problems and provide benefits that exceed the costs of both administering and complying with the 

regulation and any efficiency costs. If these conditions are not met—perhaps because a regulation was not needed 

or poorly designed, or perhaps because circumstances have changed—the community would be better off 

removing the regulations or modifying them. The challenge for governments, in Queensland and elsewhere, in a 

rapidly changing world is to ensure that regulation is fit for purpose—that new and existing regulations are well 

targeted, effective, proportionate and flexible, and that they are administered in an effective and efficient manner 

by the responsible agencies (Box 3.1).  

Source: Adapted from Banks (2003), ORR (1998). 

Why is the ‘regulatory challenge’ so intractable? 

Improving regulation is not a simple task. Over the last two decades, multiple state and national reviews have 

identified the growing volume and costs of regulation as a concern: 

• The Australian Government’s Taskforce on Reducing Regulatory Burdens on Business (2006) noted that the 

cumulative impact of ‘more than a century of regulatory activity’ has subjected Australian businesses to ‘a vast 

and complex array of laws and regulations’ (p. 6) and that successive governments ‘had not given as much 

attention to regulatory compliance burdens on business’ (p. 16). 

 Box 3.1 Characteristics of ‘good’ regulation  

• It should be clear to stakeholders when and how the regulation applies to them. 

• It should be consistent with other laws, agreements and international obligations. 

• It must have a sound rationale and generate a ‘net benefit’ to the community (that is, the benefits 

outweigh the costs) compared to the current situation. 

• It must have the ‘greatest net benefit’—that is, it must be better than any other alternative regulation 

or policy tool, including non-regulatory options. 

• It must be based on quality analysis and sensitivity testing, with sufficient detail of the assumptions 

underpinning it. 

• It should be premised on what the intended results are, so that its performance in achieving these 

objectives is able to be assessed in the future. 

• It must be enforceable; yet, compliance and enforcement activities should be appropriately designed 

and targeted. 

• It should be evaluated over time to ensure its continued need, relevance and effectiveness. 

• It needs to be administered by accountable bodies in a fair and consistent manner, accompanied by 

appropriate guidance and transparency. 
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• The Productivity Commission (2011, p. xi) noted that while Australia’s ‘unprecedented’ increase in regulation 

over recent decades had brought some benefits, it had also brought ‘substantial costs’. 

There have also been significant efforts from the industry and community sectors, as well as multiple initiatives and 

process changes from governments at the state and national level.  

While there has been some success in specific areas, these initiatives do not appear to have produced widespread 

or sustained improvements in the quality and quantity of regulation. For example, a review by the NSW Auditor-

General (2016) found that the NSW Government’s red tape reduction program between 2011 and 2015 had been 

ineffective, due in part to deficiencies in transparency, oversight and capabilities (Box 3.2). A review of Victorian red 

tape and regulatory improvement programs in place prior to 2016 reached similar conclusions (Victorian Auditor-

General 2016).  

Source: AONSW 2016.  

There could be many reasons that the volume of regulation continues to increase and further progress to improve 

regulation has not been made. The regulatory ‘system’ is large and complex. Governments have incomplete 

information on the economic impacts of regulation and, indeed, even on their own spending on administering and 

enforcing regulation. Adding to the challenge is that:  

• economic and other conditions facing governments and regulators are rapidly evolving  

• the cumulative impact of many individual regulations, across multiple levels of government and jurisdictions, 

can make it difficult for those affected by the regulation (and governments) to identify and prioritise specific 

improvement opportunities.  

The growth in regulation may, in part, reflect growing prosperity; as incomes have grown, people have expressed a 

greater desire for safety, security and fairness, along with an expectation that governments will provide public and 

private goods through regulation, amongst other tools. Concerns about the performance of markets, especially 

since the global financial crisis, have resulted in further regulatory interventions in areas such as finance, building 

and construction, and energy. 

A key risk is that new regulation is introduced, with little informed consideration of alternatives, as a way of being 

seen to be responsive, to immediate policy challenges. As noted by Banks (2006):  

In these circumstances, there seems to be a tendency for policy-makers and regulators to focus 

on new regulation, and less on whether existing regulation is sufficient … Indeed, when faced 

with the crisis of the moment, ‘doing something new’ has obvious political attractions, even if it 

overlays existing measures partly directed at the same thing …   

 Box 3.2 New South Wales Performance Audit on red tape reduction 

The Audit Office of New South Wales (AONSW) (2016) undertook an assessment of whether the NSW 

Government’s initiatives and processes to prevent and reduce red tape between 2011 and 2015 were 

effective. The performance audit concluded that the initiatives were not effective. It found that:  

• reported red tape savings were inaccurate, and the regulatory burden of legislation increased  

• current regulatory assessment practices did not support the government’s commitment to ‘good 

regulation’ and that many regulatory assessment activities lacked ‘adequate scrutiny’ or independent 

and objective oversight  

• there was no central oversight within government of regulatory reform or red tape minimisation.  
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… There is also more scope to ‘get away with’ regulatory overlaps and inconsistencies because 

many of the costs of regulation are diffuse and ‘off-budget’ — they are incurred by a multitude 

of businesses and individuals across the economy. (p. 13)  

While the conditions under which regulation can improve community welfare are well known, there is growing 

concern that governments and regulators are too quick to respond to community pressures or identified risks by 

adding to the stock of regulation, rather than pushing back on unwarranted fears or by improving the enforcement 

of existing regulations. As noted by the Australian Government’s Taskforce on Reducing Regulatory Burdens on 

Business (2006): 

[R]egulators face their own incentives to minimise risk — in this case, the risk that they will be 

criticised for failing to ‘protect’ consumers. (p. 15) 

There is also a view that governments are slow or reluctant to repeal or modify existing regulations that are 

ineffective or impose more costs than benefits, due to real or perceived concerns about making some in the 

community worse off (PC 2017).  

What can be done to improve regulation?  

Both the international evidence (section 2.2) and experience in Australia suggest there are no simple solutions or 

shortcuts to improve regulation. What the evidence does suggest, is that there should be an intensive focus on 

‘when, what, and how’ governments regulate. 

In a broad sense, the tools to help ensure regulation is fit for purpose in a changing world are well known and have 

been documented in a number of reviews undertaken in other jurisdictions, as well as in guidance from 

organisations such as the Australian Productivity Commission and the OECD. But the key challenge has been 

implementing those tools in a way that directly addresses the underlying causes of suboptimal regulation. 

The remainder of this paper examines several approaches to improve regulation through the prism of the ‘best 

practice regulatory system’ identified in Figure 3.1. Such a system generally comprises an overarching regulatory 

policy that specifies (measurable) objectives, defines clear roles and responsibilities for improving regulation, and 

establishes mechanisms for monitoring and reporting progress (section 3.2). Supporting the policy are mechanisms 

which frame the core elements of a regulatory reform program:  

• stock review—to improve the design of the stock of existing regulation to ensure it remains effective and 

efficient in a changing world (section 3.3)  

• regulatory review—the formal process to rigorously assess new regulation to ensure that proposed regulations 

are appropriately designed and their impacts have been adequately analysed and considered (section 3.4)  

• regulation administration review—to encourage improvements in the administration (and enforcement) of 

regulation (that is, how regulators regulate) (section 3.5).  
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Figure 3.1  Elements of a systematic approach to improving regulation 

 

3.2 Regulatory policy 

Guidance on improving regulation from organisations such as the OECD and others recommends development of 

a regulatory policy to guide, direct and encourage the effective implementation of the tools for improving 

regulation. This reflects a view that clear objectives, well-defined and clear accountabilities, and transparency are 

the key to improving the quality of regulation.  

A regulatory policy can comprise many elements, but key features include:  

• clearly defined goals and priorities for improving regulation  

• clearly defined roles and accountabilities for ministers, departments, agencies and regulators  

• the level and allocation of public resources for improvement efforts, such as the funding provided to build 

capabilities and encourage improvements  

• arrangements for consulting stakeholders and for independent and transparent monitoring and reporting on 

results.  

Queensland already has some of the elements of a regulatory policy. The Queensland Government Guide to Better 

Regulation, for example, identifies processes to support the rigorous development of new regulation and sets out 

some requirements for managing some of the stock of regulation (for example, the approach to reviewing 

sunsetting subordinate legislation). It also describes the requirement for some regulatory bodies to report annually 

on implementation of model regulatory practices.  

A regulatory policy on its own will not address the risk of ‘over-regulation.’ However, it can help to set 

responsibilities and accountabilities for improving regulation, encourage cultural change and, provide a clear 

roadmap. When accompanied with transparency around performance it can also strengthen incentives to improve 

regulation.  

The importance of establishing a comprehensive regulatory policy should not be understated. This is highlighted 

by the experience with the legislative review program under the National Competition Policy (Box 3.3). This 

program contained many elements of a regulatory policy by establishing clear accountabilities, addressing the 

allocation of resources and incentives, and providing for independent oversight, public reporting, and stakeholder 

consultation.  

Regulatory 
policy

Reviewing 
regulation

Making 
regulation

Administering 
regulation
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Source: PC 2011, Australian Government Competition Policy Review 2015, National Competition Council (2010). 

3.3 Managing the existing stock of regulation 

One of the few strategies that has shown to be effective in improving the quality of regulation is the evaluation of 

the ‘stock’ of regulation that has accumulated over time, to ensure its continued relevance and effectiveness . 

Evaluation can effectively target the key issue—regulatory design—and provide a robust assessment of whether a 

regulation supports the public interest or not.  

Management of the stock of regulation involves more than arbitrarily ‘cutting red tape.’ Rather, it means:  

retaining ‘good’ regulation, while removing or amending regulation that is no longer fit for 

purpose (PC 2011, p. 18).  

Regular reviews can detect those existing regulations that no longer provide a net public benefit and those that 

may no longer be fit for purpose due to, for example, changes in technology, preferences and industry and market 

conditions (Box 3.4).  

  

 Box 3.3 National competition reforms—legislation review program 

As part of the National Competition Policy 1995 (NCP), the Australian and state and territory 

governments agreed to review and, where appropriate, reform regulations that were identified as 

restricting competition. The agreement: 

• required jurisdictions to develop a review and reform schedule identifying all legislation within their 

jurisdiction that restricts competition  

• established an independent body (the National Competition Commission) to monitor and report on 

implementation of the commitment to review regulation  

• provided for agreed payments from the Australian Government to states and territories that 

complied with the terms of the agreement (based on the advice of the NCC).  

Governments subsequently identified 1,800 pieces of legislation to be reviewed. A stocktake of progress 

published in 2010 reported that governments had reviewed and, where appropriate, reformed around 85 

per cent of this legislation. Out of Queensland's 170 areas of legislation identified for review, around 68 

per cent appear to have been subsequently repealed or modified.  

Previous assessments of the effect of the NCP argued that the legislative review program ‘played an 

important role in winding back barriers to competition and efficiency across a wide range of economic 

activities’ (PC 2011, p. 29). The NCC considered that the legislation review program resulted in a ‘material 

reduction in unwarranted competition restrictions’, but that government self-assessment as the basis of 

reform had been ‘limiting’ (Harper et al. 2015, p. 116).  
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Managing the stock of regulation is not simply repealing ‘old’ legislation or undertaking ad hoc single reviews. 

Rather, it is best approached by adopting a long-term, ongoing process to embed a culture of continuous 

improvement. It should be based on frequent review; effective analysis of the need for and performance of the 

regulation(s); and, the continual demonstration that the regulation, or how it is administered, is the policy tool that 

provides the greatest net benefits to the community (OECD 1997; PC 2011; QCA 2012).  

  

 Box 3.4 Reasons for the ongoing review of the stock of regulation  

Technology and changing conditions and preferences 

The introduction of new technology and business models have challenged, and may be constrained by, 

existing regulatory frameworks, if those frameworks exclude certain technical solutions (for example, 

remote or online application processes) or hinder innovation. In some cases, the regulation may simply 

be out of date, with technological advances, or changed consumer, industry or government preferences 

and practices rendering a regulation ineffective or redundant (NZPC 2014; PC 2011; QCA 2012; NSW 

2020).  

Delayed and/or cumulative regulatory impacts 

The impact of the regulation, whether it is performing as intended, and the way it interacts with other 

legislation may not be identified or felt until long after its introduction. In addition, while individual 

regulations may, on their own, represent a low regulatory burden, the cumulative burden of these 

regulations on an industry may be significant and require review (NZPC 2014; OECD 2008). 

Duplication or inconsistency 

The duplication and inconsistency of regulation, both within and between governments, may contribute 

to increased uncertainty and risk, leading to a reduction in the effectiveness and efficiency of the 

regulation (QCA 2012). 

Increasing the efficiency of existing regulation can boost economic resilience 

A study by Bjørnskov (2016) found that countries with more efficient regulatory regimes are more likely 

to experience smaller economic contractions and shorter recoveries. This occurs because the quality of a 

country’s regulatory regime affects the speed with which human and capital resources are redeployed to 

newly productive opportunities.  
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Source: Office of the Queensland Parliamentary Counsel (2020); QCA (2015). 

When done effectively, the identification and reform of regulations that are considered no longer fit for purpose 

can generate large economic and social benefits—by reducing costs, enabling structural change, lifting 

productivity and improving consumer choice and opportunity (PC 2011; QCA 2012).  

How could regulatory reform efforts be prioritised? 

Managing and reforming a large stock of regulation can represent a substantial undertaking and is not without 

cost. Accordingly, reform efforts should to be prioritised towards regulations that would deliver the biggest gains 

to the community (PC 2011). 

Determining what areas of the stock of regulation to initially review should focus on those regulations that:  

• impose material and increasing costs or distortions on the community 

• following reform, could deliver significant net economic benefits to the community 

• are likely to have been affected by changed circumstances (for example, due to technological or demographic 

change) since they were introduced or last reviewed—which may indicate they are no longer fit for purpose. 

As noted by the Productivity Commission (2011): 

[P]rioritisation requires more than a set of criteria that allow governments to identify high return 

reforms. It also requires a process that can gather the information, conduct and test the analysis, 

and deliberate to choose priorities. The regulatory system needs to support this process as well 

as more routine activities. (p. 20) 

There are various approaches to managing the stock of regulation, ranging from routine activities to more major 

undertakings. The OECD have developed best practice principles in relation to ex post evaluation and recommends 

a suite of approaches to regulatory review be used—these include programmed reviews, ad hoc reviews and 

ongoing management approaches (OECD 2020a).  

  

 

26 As at 15 July 2020. 

 Box 3.5 Queensland’s ‘stock’ of regulation 

Queensland has 565 Acts and 452 subordinate instruments (for example, regulations and codes of 

practice) in force.26  

Of these Acts, 125 have not been amended in the last 10 years and 66 have not been amended in over 20 

years.  

Subordinate instruments are reviewed (and mostly remade) more regularly, because they automatically 

expire after 10 years (unless action is taken to preserve them). There are, however, several regulations 

that have been exempted from expiry on multiple occasions (upwards of 10 years) on the grounds that 

they are under ‘review.’  

While no information is readily available on when Acts were last reviewed (rather than just amended), the 

QCA noted in 2015 that of the 153 pieces of Queensland legislation with restrictions on competition, only 

27 (18 per cent) had been formally reviewed in the preceding 10 years.  
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The Productivity Commission, in its 2011 report on identifying and evaluating regulation reforms, found that the 

highest returns from efforts to manage and review the stock of regulation were from periodic stocktakes and from 

known high cost problems or known problems from prior reviews (PC 2011). Lowest returns were from sunset 

reviews (on their own), crude ‘one in, one out’ rules and major red tape costing exercises.  

Figure 3.2 summarises the effort and effectiveness of selected stock management approaches, based on 

Productivity Commission research. In this framework, high effort, low return options should generally be avoided, 

with a focus (at least initially) on approaches that require least effort but are likely to generate highest returns. 

Figure 3.2  Effort-effectiveness matrix of selected stock management approaches 
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Adapted from PC 2011. 

While there is unlikely to be any single best approach to managing the stock of regulation, the widely held view is 

that there is greater value in more targeted, in depth reviews of packages of regulations or regulation within 

industry sectors that potentially give rise to excessive regulatory burdens—undertaken as part of a comprehensive 

regulatory management framework (PC 2011; NSW 2017).  

Potential areas for future review  

Priorities for review should be guided by the criteria discussed above, and be informed by consultation with both 

government and non-government stakeholders. While it is beyond the scope of this research paper to identify 

reform options, Box 3.6 sets out some significant areas of state regulation that may benefit from review. 

Reviews in identified areas may also present opportunities to: 

• move, where beneficial, from a prescriptive approach (which specifies how businesses must comply) to one 

that specifies the outcomes to be achieved (allowing businesses greater freedom to determine how to 

comply), or adopts non-regulatory measures such as voluntary codes  

• reduce the reliance on regulation to achieve government objectives by adopting more efficient market-based 

approaches, such as auctions, competitively allocated grants and tradeable permits 

• improve the administration of regulation by adopting leading regulatory practices, such as simple online 

forms, streamlined approval processes, and better targeted, risk-based compliance checking and enforcement 

processes.  
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 Box 3.6  Key areas of state regulation   

Building and construction regulation—construction comprises 7.5 per cent of GSP, 17 per cent of 

business establishments and nearly 10 per cent of total employment in Queensland. Thousands of 

regulations, codes and standards cover construction, aiming to ensure safety, consumer protection and 

environmental standards. However, some regulation may not necessarily achieve these objectives, and 

can have unintended consequences which increase costs for businesses and home buyers.  

Land use planning and development—the property industry is estimated to account for 11.4 per cent 

of Queensland’s economic activity. Queensland’s planning and land use framework consists of various 

Acts, Regulations, policies and plans, with responsibilities for delivery and operation shared between the 

state and local governments. Recent reviews have identified housing supply and affordability, planning 

and development regulations and processes, and infrastructure charging arrangements as areas that may 

benefit from further review (Harper et al. 2015; LGAQ 2020; PC 2017; Property Council of Australia 2019).  

Local government regulation—Queensland’s 77 local governments are responsible for administering a 

range of state laws (in areas like food safety, and land use and development) and making their own laws 

(for example, about parking, animals, and business approvals). The implementation and administration of 

local government regulatory activities affect a broad range of business activities, but little is known about 

the scale and scope. Previous reviews indicate that local government regulation may be a significant and 

increasing burden on business and affect competition (QCA 2013; Harper et al. 2015).  

Occupational regulation—the coverage of occupational licensing in Queensland is substantial, with 

84,000 licences registered to the Office of Fair Trading for 13 licence classes and 90,000 licensees across 

over 120 licence class types registered with the Queensland Building and Construction Commission 

(Queensland Government 2019, 2020a). Occupational licensing has been identified as an area where 

there is considerable scope to improve regulation, to allow greater workforce flexibility, including labour 

mobility across state borders (Harper et al. 2015; PC 2008, 2014b; QCA 2015).  

Environmental regulation—Queensland businesses face a number of regulations related to the 

environment in areas such as habitat protection, biodiversity, and air and water quality. While there is 

often a clear rationale for some form of policy action to protect the environment, it is important to 

ensure any requirements effectively achieve their environmental objectives without imposing 

unnecessary costs on the community. Several studies have identified regulatory requirements that may 

overlap across levels of government and concluded that there are more effective ways to manage 

environmental risks—including through the use of market based approaches (Abito 2020; Muller & 

Mendelsohn 2012; PC 2016, 2017, 2020; Raufer 1996).  

Tourism and hospitality regulation—tourism directly accounts for 4 per cent of Queensland's GSP and 

6 per cent of employment. Regulation of the sector fulfils a range of important functions, such as 

protecting Queensland’s unique natural resources. However, if not designed and implemented well, 

regulation can impose significant costs on tourism businesses and customers, reduce competition and 

product offerings, and be a significant barrier to development and growth of the tourism sector.  

Business establishment and approvals—business licensing, including registrations, permits and 

approvals, is a significant source of state government regulation that imposes rules and requirements on 

many businesses. The number of licences required to start a business can be an impediment to business 

formation, as many licences involve both direct and indirect costs on entrants. The Regulation Taskforce 

identified administration compliance costs as an area that stands out in terms of the likely significance of 

the burdens for individual business and the number of businesses potentially affected (Regulation 

Taskforce 2006). 
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3.4 Developing new regulation 

Best practice regulatory policy involves complementing the management of the stock of regulation with 

mechanisms to improve the quality of new regulation. Regulatory impact analysis (RIA) aims to ensure that new 

regulation is needed, the best tool for the job, and designed to avoid imposing unnecessary costs on business and 

the broader community. 

Using regulatory impact analysis to inform the making of new regulation 

RIA is a systematic approach to assess the impacts of proposed regulatory measures. It is designed to improve the 

quality of regulation by providing relevant and timely information to government decision-makers about the 

expected impacts of different options for addressing policy issues.  

While RIA is an aid to decision-makers, it has other important benefits, including:  

• building community support for contentious measures by identifying the severity of the problem that 

regulation is intended to address  

• providing an evidence base to expose self-interested or misguided calls for additional regulation by providing 

a vehicle for exposing exaggerated claims, highlighting the real cause of problems, and clarifying intended 

outcomes  

• preventing regulatory failures by providing a vehicle to test the likely effects of a new regulation and uncover 

better ways to achieve the objectives  

• identifying those likely to be adversely affected by new regulations so that any unintended effects can be 

addressed 

• providing a way to respond to feedback on regulatory proposals and build acceptance by documenting how 

concerns have been addressed. 

In Queensland, state government agencies must consider the application of RIA when developing regulatory 

proposals, under policy requirements set out in the Queensland Government Guide to Better Regulation (the RIA 

guide). Queensland’s RIA policy, as outlined in the RIA guide, reflects nationally agreed best practice principles for 

regulation making. Under the RIA guide, where a proposed regulation is likely to have a 'significant impact', a 

Regulatory Impact Statement (RIS) is required to be completed by the relevant agency. The Commission’s Office of 

Best Practice Regulation (see Box 3.7) is responsible for objectively assessing the adequacy of the analysis against 

the requirements set out in the RIA guide.  

  

https://www.treasury.qld.gov.au/resource/queensland-government-guide-better-regulation/


  
 

Improving regulation 

 

Queensland Productivity Commission 27 

 

Source: Queensland Productivity Commission Annual Report 2019-20 (QPC 2020c) 

Making RIA work in practice 

RIA does not guarantee good regulatory outcomes, but instead provides a structured and transparent process to 

help achieve that outcome.  

Many jurisdictions have experienced challenges in making RIA processes work effectively.  

One of the major issues is that RIA is sometimes viewed as a barrier to timely decision-making by policymakers, 

who may then seek to avoid RIA through the use of exemptions (Box 3.8). As noted by the OECD (2020b): 

While RIA can be looked at as a “good policy-making process”, naturally, there might be forces 

militating against its use, be it bureaucratic inertia, political need for speed, [and] an appetite to 

adopt certain politically sensitive proposals without much scrutiny … (p. 16) 

A second challenge is that key decisions, such as policy options being determined, narrowed or ruled out are being 

made before RIA is undertaken. For example, reviews into the use of RIA in New South Wales, New Zealand and at 

 

27 In Queensland, such circumstances may include the need to urgently implement government policy priorities or situations where 

public consultation on a proposal would not be appropriate and may compromise the public interest. 

 Box 3.7 The Office of Best Practice Regulation  

The Office of Best Practice Regulation (the OBPR) administers the Queensland Government’s regulatory 

review requirements, and assists agencies in ensuring regulation is necessary, well-designed and fit for 

purpose. 

The OBPR also delivers training and guidance, provides formal advice on the quality of regulatory review, 

and oversees the regulator performance framework. 

In 2019-2020 the OBPR’s regulatory review activities included: 

• providing advice on 299 regulatory proposals, including on a range of regulatory measures 

introduced by the government in response to the COVID-19 pandemic 

• delivering training on regulation to 446 policymakers  

• formally assessing and providing advice on 17 Regulatory Impact Statements (RISs) / Post-

Implementation Reviews (which often address complex policy issues). 

 

 Box 3.8 Exemptions from RIA 

Many Australian jurisdictions, including Queensland, provide for regulations to be exempted from their 

RIA frameworks in exceptional circumstances.27 However, one common criticism is that exemptions are 

granted for ‘major proposals’ that would most benefit from RIA (Borthwick & Milliner 2012). Excessive 

use of exemptions can increase the risk of regulatory errors and compromise the credibility of regulatory 

policy making in the eyes of stakeholders (PC 2011).  

The Commission aids transparency by publishing the number of cabinet exemptions granted each year in 

Queensland (as reported to us) in our annual report. Since July 2017, 60 regulatory proposals (Bills and 

proposed regulations) were granted an exemption from the RIA process in Queensland. Around 37 RIS 

documents were assessed by the Commission in the same period.  
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the Commonwealth level have found the quality of RIA to complement a regulatory proposal was inconsistent and, 

in some cases appeared to represent ‘little more than a “tick the box” exercise’ (Audit Office of NSW 2016, p. 4).  

A third challenge is that agencies may lack the skills and the information needed to provide sufficiently rigorous 

analysis. Gaps in the capability of those devising regulation has been identified as having the potential to 

undermine ‘the credibility of regulation and the achievement of the regulatory outcome’ (NZPC 2014, p. 111).28 

There is evidence of positive impacts… 

While most of the studies on the effectiveness of RIA have concentrated on the quality of the RIA processes there is 

empirical evidence confirming the importance of RIA in delivering better regulation and improving regulatory 

outcomes. For example, one study on the benefits of RISs in Victoria found that the RIA process had led to 

significant savings in the costs imposed by Victorian regulations, relative to a situation with no RIA process 

(Abusah & Pingario 2011). In a more substantive literature review of studies that assessed the application of RIA, 

Kirkpatrick and Parker (2012) concluded that overall:  

the adoption of RIA has had a positive effect on economic welfare, particularly where the 

internal RIA process is subject to external scrutiny. (p. 28) 

…But the processes to support it relies on incentives and ‘buy in’ from government and stakeholders 

Ultimately, the impact and success of RIA processes depend on the incentives and commitment to effective use of 

RIA. It is not just government and departments, however, that must be committed to RIA for it to work 

effectively—all stakeholders and the community have a role to ensure that RIA is effective. As noted by the OECD 

(2020b): 

In addition to the support from inside the administration, a buy-in from stakeholders external to 

government creates a demand for good RIA. Activating key stakeholders that are in the private 

sector, civil society, media, and parliament not only creates demand for RIA but also provides 

mechanisms making policy makers and civil servants more accountable for their decisions to 

these stakeholders. This creates an incentive for political leadership, legislature and regulators to 

support RIA. (pp. 16–17) 

Overall, RIA can lead to ‘better quality’ regulation, when it is used effectively. However, RIA, in and of itself should 

not be considered a ‘magic formula’. As noted by the OECD (2020b): 

RIA should be perceived as an iterative process of considering and evaluating policy alternatives 

that contributes to improving the policy capacities of the administration to make better decisions 

rather than a magic formula which automatically generates the best solution to every problem 

… 

Far from being a technocratic tool that can be simply ‘‘added on’’ to the decision making system 

by policy directive, it is a method for transforming the view of what is appropriate action. Once 

this is clearly understood, it is easier to appreciate the long-term perspective for a RIA and its 

role in the policy decision process. (p. 29) 

  

 

28 In Queensland, the Office of Best Practice Regulation provides training and guidance to agencies on best practice regulation (see Box 

3.7).  
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3.5 Administering regulation 

The impact of regulation on productivity and economic growth partly depends on the way regulation is 

administered and enforced. Reviews of regulation elsewhere have noted that regulators are at the ‘sharp end’ of 

delivering on the objectives of regulation and are a key influence on the regulatory experiences of businesses and 

individuals. As noted by the NZPC (2014): 

Even where businesses and individuals understand and broadly agree with the need for 

regulation, it will often be the behaviours, practices and actions of the regulator that determine 

the level of compliance with the regime and hence whether the intended benefits are achieved. 

(p. 54) 

What does good administration and enforcement look like? 

There are multiple theories about what good regulatory practice looks like (Box 3.9). These theories stress different 

things but have several common elements:  

• Evidence-based and problem (risk)-focused. Regulators focus on using evidence to detect and identify 

problems and determine priorities. For example, recognising the compliance record of regulated entities in 

making assessments of risk and using earned recognition approaches29 to encourage compliance. In its 

idealised form, risk-based regulation offers an evidenced-based means of targeting the use of resources and 

of prioritising attention to the highest risks, based on a transparent, systematic, and defensible framework 

(Black & Baldwin 2010, p. 181). Regulators may also draw on information from other regulators in undertaking 

risk assessments and developing regulatory strategies.  

• Use the best tool for the job. There is a variety of regulatory tools ranging from information provision 

through to licence removal that can be implemented to achieve policy outcomes. While mechanisms, such 

formal notices or financial and criminal penalites can be used to enforce compliance, non-regulatory 

mechanisms should also be considered, such as awards and financial and other types of incentives. Prescriptive 

regulations can sometimes be a major impediment to implementing a risk-based, responsive approach to 

regulatory administration and enforcement. For this reason, recent reviews of regulation have recommended 

adopting more flexible, outcome-based approaches to regulation in some instances (see below).  

• Regulatory cooperation. Regulators work with other regulators, and with other non-government partners 

(such as industry associations and community groups) to understand and solve problems. Information sharing 

among regulators can ensure that regulatory activities are consistent and do not unnecessarily duplicate 

compliance effort or enforcement activity. In addition, working with relevant affected stakeholders, who may 

have ‘different understandings about risk and the objectives of regulation,’ helps to ensure that the objectives 

of the regulatory regime and the regulators’ strategy are not undermined (NZPC 2014, p. 64).  

• Supportive culture and skills. Regulatory staff need to have a clear and shared understanding of regulatory 

goals and approaches; regulators need an increasingly diverse skill set (beyond legal and compliance to 

include skills in data handling, digital technology and evaluation); and staff require ongoing training and 

support (particularly in areas such as prioritising risks).  

• Strong feedback loops. The different regulatory strategies all stress the importance of evaluating and 

reviewing the effectiveness of interventions to enable adjustments based on experience and changing 

circumstances. In practice, there is often uncertainty about the nature of the risk or problems to be addressed. 

Regulation can be viewed as a risky experiment requiring monitoring and evaluation (Banks 2003).  

  

 

29 Earned recognition refers to actions by a regulator to reduce the administrative burden of regulation on businesses with a strong track 

record of compliance with standards (e.g. reducing audit frequency or reporting obligations).  
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Finally, theories of regulatory practice recognise that regulator performance is a function of institutional factors not 

directly related to risk assessment, regulatory responses and compliance attitudes and behaviour. Examples of such 

institutional factors include:  

• regulator independence and how it affects the ability to make decisions and respond to political, public or 

other pressures (NZPC 2014, p. 74)  

• the constitutional, statutory and legal obligations on regulators 

• accountability arrangements including scrutiny by Parliament and related institutions (such as the auditor-

general and Parliamentary Committees) 

• guidance and policy on the administration and enforcement of regulation.  

Approaches in other jurisdictions 

Like most jurisdictions, Queensland allocates responsibility for improving the administration of regulation primarily 

to individual departments and regulators. Following trends elsewhere, the Queensland Government has 

implemented several initiatives to improve regulatory practices. For example, the Better Regulation Update 

released in 2019 identifies initiatives to improve the online availability of regulatory information and regulatory 

services to help reduce paperwork and related compliance costs (Department of Small Business and Training 2019). 

 Box 3.9 Approaches to administration and enforcement 

A survey by Bluff (2018) identified five main theories or frameworks to explain how regulators regulate: 

risk-based regulation, the regulatory craft, responsive regulation, smart regulation and strategic 

enforcement. These approaches may be reflected in how regulatory frameworks are designed but also 

influence how regulations are administered.  

Risk-based regulation relies on systematised decision-making to prioritise regulatory activities and 

deploy resources based on an assessment of risks to the agency’s objectives. In practice, assessments of 

risk range from the qualitative through to more science-based assessments. Regulatory responses are 

proportionate to risks.  

Regulatory craft advocates a focus on important problems (specific harms, threats or risks) to be 

addressed and developing tailor-made solutions for each problem. Regular evaluation to check the 

outcomes and consider adjustments is a key feature of this approach. The selection of problems and 

response strategies may involve information and actions by multiple agencies.  

Responsive regulation is based on a pyramid of regulatory strategies escalating from self-regulation to 

highly prescriptive regulation with strong punishments. In applying this approach, regulators 

communicate an approach that starts with advice and persuasion but has the capacity to move into 

increasingly tougher regulatory approaches (in both designing and implementing regulation). To reward 

good performance, de-escalation can also be employed (e.g. relaxing reporting, inspection or other 

compliance obligations).  

Smart regulation is broader than responsive regulation, by involving a range of actors (e.g. third parties 

acting as surrogate regulators) and by employing a combination of mechanisms (including information 

strategies, industry self-regulation, and market mechanisms such as legal liability, tradeable permits, 

taxes and charges).  

Strategic enforcement responds to challenges associated with regulating complex industries that utilise 

multiple suppliers of labour or small businesses. The approach involves focusing regulatory enforcement 

on firms in different levels in the supply chain, such as franchisors, and property developers and property 

owners, rather than individual workplaces.  

 



  
 

Improving regulation 

 

Queensland Productivity Commission 31 

 

And like several other jurisdictions, the Queensland Government has also introduced a Regulator Performance 

Framework, which sets out a range of model regulatory practices, with regulators required to report annually on 

implementation.30  The OBPR oversees the Framework and will undertake a review and evaluation of the 

Framework’s effectiveness in 2021. 

Other jurisdictions are also tackling the issue of improving the administration and enforcement of regulation 

through systemwide initiatives. While there is limited information on the effectiveness of these different initiatives, 

they illustrate the types of approaches that governments are taking to drive improvements in the way regulation is 

implemented. Approaches range from light-handed methods such as providing broad guidance and principles, to 

establishing mechanisms to facilitate performance improvement (such as the establishment of forums to 

disseminate best practice), and in some cases, developing new institutions within the government to actively drive 

performance improvement. Some examples are set out below:  

• Statements of Expectations: The Victorian Government requires ministers to issue a ‘statement of 

expectations’ (SOE) to each of their portfolio regulators, which communicates, and provides guidance on, how 

the regulator should manage risks and work with business to understand their compliance obligations. 

Regulatory agencies are then required to provide a response to the minister detailing its strategy to meet 

these expectations and how it will evaluate and report on its progress. While some statutory agencies in 

Queensland are currently provided SOEs by the relevant minister (as a requirement under relevant legislation) 

there is no consistent, whole-of-government use of SOEs in a regulatory context.  

• Regulator performance reviews: The United Kingdom established a program of regulator performance 

reviews (so-called Hampton reviews) in an attempt to have systematic, public, peer reviews of regulators, 

applying a performance assessment framework. The Australian Government has a similar program of reviews 

under its Regulator Performance Framework (Australian Government 2014). Performance reviews may be 

targeted (taking the legislative framework as given), or seek to identify ways to improve regulatory frameworks 

to enable more effective regulatory approaches to be implemented (such as changes to make legislation less 

prescriptive and more outcome-focused, and increasing enforcement options).  

• Facilitating knowledge sharing and regulatory cooperation: One of the functions of Victoria’s Better 

Regulation Commissioner is to convene a Regulators' Forum—a regular meeting which brings together the 

leaders of Victoria’s largest regulators and relevant departmental staff. The purpose of the forum is to facilitate 

information sharing and improve regulatory practice among participating regulators.  

• Stakeholder interaction: The United Kingdom’s ‘Regulatory Delivery Directorate’ (now superseded by the 

Office for Product Safety and Standards) was created to, amongst other things, ensure the concerns of 

business were heard and influence policy, work with stakeholders to achieve the right policy outcomes in 

better ways, and help businesses and regulators work together to solve local issues. Better Regulation Victoria 

(and the Commissioner for Better Regulation) works with businesses and not-for-profit organisations to 

identify opportunities to improve regulation, including improving regulators' interaction with business on 

administration and compliance and enforcement).  

These examples illustrate the increasingly diverse array of approaches to encourage and shape improvements in 

the administration of regulation.  

 

30 Further information the Regulator Performance Framework is available on the Commission’s website: https://qpc.qld.gov.au/regulator-

performance-framework-3/ 
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4. Conclusion 
As noted in the Commission's research paper on building economic resilience, improving regulation can play a key 

role in aiding economic recovery from the economic effects of COVID-19 and improving the resilience of the 

economy to future shocks. Actions to increase the effectiveness—and therefore the benefits of regulation—have 

the potential to permanently increase productivity and economic growth rates. Importantly, small changes in 

productivity and economic growth rates can have a large impact on living standards over time.  

To make a positive contribution to growth, the total benefits of regulation must outweigh the total costs. Some 

costs of regulation are more easily identified, such as the costs of administration and compliance. This paper 

estimates the administration and compliance costs in Queensland at $3.5 to $7 billion per year, based solely on the 

imposition of state-based regulation. When also accounting for the efficiency costs of regulation, there is clearly a 

large potential productivity and growth dividend from improving regulation.  

There is also a potential budget benefit from efforts to improve regulation through reform of regulatory 

administration and enforcement. Based on comparisons with Victoria, total gross expenditure by regulators in 

Queensland is likely to be between $2.6 and $3.1 billion per year.  

Regulations can also impose efficiency costs if the regulation is excessively complex, or poorly designed and 

administered. These efficiency costs are more difficult to measure but likely to be just as important as the more 

easily identified costs. The efficiency costs of regulation are specific to each situation and each regulation. Factors 

such as technological changes and the increasing complexity of regulation require the regular review of existing 

regulation to ensure it remains well-designed and well-targeted, and is therefore fit for purpose.  

Recent experience of regulatory improvement initiatives in other jurisdictions and formal guidance from bodies 

such as the OECD, suggest that improving regulation involves a number of core elements: 

• adopting a clear regulatory policy that specifies (measurable) objectives, defines clear roles and responsibilities 

for improving regulation and establishes mechanisms for monitoring and reporting progress 

• implementing targeted and ongoing reviews of the stock of existing regulation to ensure it is still needed and 

designed in a way that avoids unnecessary compliance costs and distortions  

• undertaking rigorous analysis and assessment of the impact of new regulations  

• adopting mechanisms for improving the administration and enforcement of regulation to ensure that clear 

benefits are being achieved at least cost to the community.  
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