SmallBusiness
NSW Commissioner

OUT13/23332

Dr Warren Mundy

Presiding Commissioner
Productivity Commission
GPO Box 1428

CANBERRA CITY ACT 2601

Dear Dr Mundy
Regulator Engagement with Small Business — Draft Report

Thank you for the opportunity to respond to the Productivity Commission (PC) Draft Report on
Regulator Engagement with Small Business June 2013. My key submissions on the PC’s draft
recommendations are set out below.

Differential treatment for small businesses

| strongly support the PC’s recommendation in the Draft Report that governments and
regulators should provide different treatment for small business wherever this would maximise
net benefits to the community. | also support the PC’s recommendation that when designing
such regulation, governments and regulators should undertake formal regulatory impact
analysis, however | submit that this recommendation should be amended to state that
governments and regulators should undertake formal regulatory impact analysis on the specific
costs and benefits imposed on small businesses.

Different treatment for small businesses and formal regulatory impact analysis of the specific
benefits and costs imposed on small businesses will reduce compliance and regulatory costs for
small business. Regulators will be required to specifically recognise and have regard to the
disproportionate costs of regulation on small businesses.

As stated in my earlier submission, | submit that regulators need to have a “Think Small
Business First” policy when treating small businesses. This means that regulators should
exercise discretion, or be able to apply exemptions and more lenient treatment from certain
regulations for small businesses on a case by case basis (particularly if the potential risk of
breach is minor). The focus should be on the desired outcome not the process of regulation.

Appropriate compliance for small businesses

| strongly support the PC recommendation that regulators should have a demonstrated capacity
and willingness to:

¢ Be flexible and proportionate in their enforcement, with a consistent focus on outcomes.

¢ Minimise unnecessary compliance and reporting costs imposed on small business, including
the cumulative burden derived from engagement with multiple regulators.

* Understand the needs and constraints of small business generally and those specific to their
business or industry.
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| support an educative and facilitative approach to compliance for small businesses. It is essential
that regulators understand that:

e The vast majority of small businesses seek to do the right thing and comply, even if the rule
seems burdensome, unfair or illogical. This is made worse where the business has problems
or delays in obtaining clear direction from relevant regulator about what it needs to do to meet
its obligations.

e From the perspective of most small businesses, there is an overwhelming array of regulations
from three levels of government which they must comply with at all times. Given the limited
resource and capability of most small businesses, a significant proportion of small businesses
will not have sufficient understanding of what needs to comply with certain regulations.

Streamline information requests, reporting and regulatory interaction

| strongly support the PC’s recommendation that there is likely to be more scope for regulators to
tailor their engagement, where feasible and cost effective, to the characteristics of small
businesses.

I submit that there should be greater use of initiatives by regulators to streamline information
requests, reporting and regulatory interactions for small businesses. For example:

e A ‘one business, one licence” approach. This may include formal arrangements between
government agencies for one regulator to undertake compliance checks or inspections on
another regulator’s behalf, to minimise the overall interaction burden on the small business.

e Adopting the “Report Once Use Often” framework of the Australian Charities and Not for
Profits Commission and participating Federal government agencies.

Effective communication with small businesses

As noted by the PC, a small business is not just a big business on a smaller scale but one that
operates in a fundamentally different way, and may lack the time, knowledge and often motivation
to distil the relevant compliance requirements. Therefore, regulators should develop a multi-
channel strategy to more effectively engage with the diverse types, and significant number, of
small businesses including:

(a) Tailored information to specific businesses in question e.g. easy to read brochures or fact
sheets.

(b) Telephone engagement and face to face interaction, which is very important for small
businesses.

(c) Liaising with industry associations, local business chambers to disseminate the requirements
to their members. However, as many small businesses are not members of industry '
associations, this approach should complement rather than substitute for the regulator's own
interactions with small businesses.

(d) Utilising best practice customer service for regulatory transactions like Service NSW is
implementing across NSW is strongly encouraged by all regulators.

(e) Easy to navigate websites that adapt for technology devices.

(f) Utilising new technology such as smartphone and tablet applications which are tailored for
small business customers.

| also support more use of stakeholder advisory groups by regulators, particularly where there is
inadequate representation of small businesses in that industry sector.
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Sufficient resourcing and capability for regulators

| strongly support the PC recommendation that regulators have sufficient resourcing to enable
them to administer and enforce regulation effectively and efficiently. As noted in the PC’s recent
study Local Government as Regulator, local governments are routinely under resourced for their
regulatory functions, and the evidence suggests that this problem has not yet been addressed.

| support the PC’s recommendation for regulators to improve their human resource capability.
Better skilled regulatory staff means more effective communication with small businesses and a
greater understanding of the small businesses being regulated, and ultimately improved
regulatory outcomes for communities.

| also support resourcing and information sharing between regulators, especially where there are
skill and resource shortages in regional areas. Specific mechanisms to improve the efficiency of
limited regulatory resources include standardised systems and processes and flying squadrons to
undertake the same regulatory function across many local councils in regional areas.

My detailed submission in response to each of the PC’s recommendations in the Draft Report is
set out in the Attachment.

Thank you for giving me the opportunity to provide comment.

Yours sincerely

\(asﬁin King
NSW Small Business Commissioner
14 August 2013
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