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1. Executive Summary

In 2007, Consumer Affairs Victoria (CAV) was granted funding under the Government’s Reducing the Regulatory Burden initiative to review and implement legislative and process reforms to occupational licensing and registration schemes to reduce regulatory burden for Victorian businesses.
As part of this project, CAV implemented reforms to the operation of the occupational licensing schemes administered under the Second-Hand Dealers and Pawnbrokers Act 1989 and Motor Car Traders Act 1986 and their supporting regulations.

The reforms removed the requirements for:

a) second-hand dealers and pawnbrokers with electronic record-keeping systems to print, retain and store a daily record of transactions, and

b) motor car traders to submit copies of letters from ceased traders, site photographs and business plans with licence applications.

Using the required Standard Cost Model methodology, the administrative burden savings from the removal of these information obligations has been calculated to be $3,390,819 per annum.
2. Introduction
Overview

Consumer Affairs Victoria (CAV) and the Business Licensing Authority (BLA) administer licensing and registration activities for Victorian occupations.
In 2007, CAV was granted funding under the Government’s Reducing the Regulatory Burden initiative to review and implement legislative and system reforms to occupational licensing and registration schemes to reduce the regulatory burden for Victorian businesses. 
As part of this project, CAV undertook a review of the Second-Hand Dealers and Pawnbrokers Act 1989 and Motor Car Traders Act 1986, their supporting regulations and the resulting business information obligations. As a result, the following reforms were implemented:
a) Second-hand dealers and pawnbrokers – Removal of the requirement for dealers with electronic record-keeping systems to print, retain and store a daily record of transactions. This reform required a change to the Second-Hand Dealers and Pawnbrokers Regulations 1997, which was implemented in December 2008.
b) Motor Car Traders Application – Removal of the requirement for motor car traders to submit copies of letters from ceased traders, site photographs and business plans with licence applications. This information obligation was imposed by the BLA through its statutory powers and its removal did not require legislative change. The reform was implemented in March 2008. 
Reducing administrative burden 
The Victorian Government has committed to specific target reductions for administrative burdens for businesses and not-for-profit organisations. The economy-wide target net reductions under the Reducing the Regulatory Burden Initiatives are: 
· 15 per cent by mid 2009; and 

· 25 per cent by mid 2011.
This report analyses the specific administrative burden imposed by two Acts, their supporting regulations and the resulting business information obligations, and estimates the costs associated with fulfilling these specific obligations. This provides an estimate of the total administrative burden savings for businesses resulting from the changes identified above.
As part of the Reducing the Regulatory Burden Initiative, the Government has identified the Standard Cost Model (SCM) as the official methodology for estimating administrative burden. The SCM forms the basis upon which the assessment in this report has been undertaken. To provide a clear understanding of what is, and therefore what is not, being measured in this report, it is important to set out the definition of an administrative burden. This definition is taken from the SCM framework material set out in the Victorian Guide to Regulation.
 
Administrative costs, often referred to as red tape, are those costs incurred by firms to: 

· demonstrate compliance with state regulation (in this case CAV regulation); or 

· allow the State Government to administer the regulation. 

These costs are generated from activities associated with: 

· familiarisation with regulation; 

· registration; record keeping to meet regulatory requirements; and 

· reporting, including inspection and enforcement of regulation. 

This definition has been used to guide the identification of administrative burdens imposed. 
3. Overview of approach
Administrative burden review

Since the changes implemented under the review removed information obligations, this SCM report measured the time taken to complete the previous information obligations. No post-implementation measurement was required. Measuring the administrative burden reduction involved:

· Identifying the administrative obligations of the businesses,

· Gathering data from CAV Licensing Branch staff concerning the numbers of affected businesses, and 

· Interviewing selected businesses to collect data on the time taken to fulfil these obligations.
Identification of administrative obligations
The relevant information obligations imposed on businesses and the data requirements for each of these obligations were identified. Broadly, the information obligations imposed on businesses included:

· Procurement, preparation and provision of documents
· Ongoing record keeping and storage obligations.

Some of these obligations, such as the requirement for second-hand dealers to print and retain daily printed records, affected the total population of dealers; others, such as the requirement for motor car traders to submit copies of letters from ceased traders, affected only a section of the trader population.
Consultation
CAV Licensing Branch staff provided data on the proportion of licensee populations that were required to fulfil particular requirements. Existing research reports and Regulatory Impact Statements (see Section 4 for individual references) also provided data relating to affected populations and wage rates. 
CAV Licensing Branch provided a sample of businesses from each industry to participate in telephone and email surveys. The intention of these surveys was to determine time and frequency estimates for each of the administrative requirements. Overall, 18 businesses were consulted: eight second-hand dealers and pawnbrokers and 10 motor car traders.

Calculation of administrative burden
Administrative burden was calculated using the following formula for each of the identified requirements.

Administrative Burden = A x (B x C) x D

A = the number of businesses operating in the industry who are required to comply (the number of businesses currently operating in each industry and the percentages affected by the requirements were provided by CAV).

B = the time taken in completing the administrative tasks (gathered from businesses through consultations and previous research).

C = the frequency in which the business completes the task (prescribed by the legislation and the BLA.

D = the cost per time associated with employees undertaking administrative tasks (confirmed by businesses through consultations).

Explanations of the time and cost estimates used in the SCM calculations are included in Section 4.
Limitations

In preparing this analysis, CAV has adhered to the SCM methodology; however, some caveats need to be acknowledged:

· In the main, feedback from interviewees is sufficiently consistent to provide a strong basis upon which to rely on the results. There are, however, some areas where information has been inconsistent. In these cases, CAV has taken an average of all of the data provided and included a discussion of possible reasons for the inconsistency in this report.

· Number of consultations conducted: In accordance with guidelines contained in the Victorian Guide to Regulation, samples of businesses from each industry were consulted to gather the information for the report. To the extent possible, types and sizes of business were chosen so that the samples broadly represented the structure of the industry. For the most part, the consistency in responses from businesses suggests that the samples taken from each industry were sufficient; however, there were some inconsistencies in responses between businesses. It is likely that these inconsistencies reflect the varying amounts of time different businesses of different size and structure require to fulfil their requirements, and these variances are reflected in the results summarised in Section 4.
4. Administrative burden imposed on regulated businesses

Second-hand dealers and pawnbrokers
Information obligation
Under Regulation 12 (4) of the Second-Hand Dealers and Pawnbrokers Regulations 1997, dealers with computerised record-keeping systems were obliged to print and maintain a daily record of their transactions. The Regulation stated that:

12 (4) If a computerised record-keeping system is operated and maintained, a second-hand dealer or pawnbroker must-

(a) produce, on a daily basis, a printed and sequentially pre-numbered hard copy of all transactions recorded on the computerised record keeping system on that day; and 

(b) keep, at the business premises notified to the Authority from time to time, the records of transactions produced in accordance with paragraph (a).

Some initial discussion of the removal of the obligations is contained in the Second-Hand Dealers and Pawnbrokers Regulations 2008 Regulatory Impact Statement published in July 2008. The obligation was removed in its entirety with effect from 21 December 2008.
Data collection methodology

Currently, there are 5,875 licensed second-hand dealers and pawnbrokers in Victoria. Research conducted by Australian Fieldwork Solutions on behalf of Consumer Affairs in 2007 (Second-hand Dealers and Pawnbrokers Research Report, March 2007) showed that the majority of second-hand dealers and pawnbrokers are small businesses that employ one or two people (57.2%) and a further 21.5% employ three to five people in their business. Eight second-hand dealers agreed to participate in the survey, which consisted of a written questionnaire. Of the eight respondents, six were metropolitan and two were regional; six had 1-3 employees and two had 4-5 employees; and two were franchises and the other six were small companies or sole traders.
SCM calculation

The SCM formula is as follows:
Administrative cost = Price x Quantity = (tariff x time) x (population x frequency)

Tariff is the hourly gross wage rate costs plus overheads. The printing of the daily transaction records is assumed to be a lower-level administrative task, which would probably not be completed by managerial-level staff. This was supported by the surveys undertaken as part of the RIS (see Attachment 1). Therefore, the tariff rate based on average weekly earning is used in this SCM calculation. The tariff rate used to calculate the administrative burden imposed by the regulation was based on the average weekly earnings rate obtained from the Australian Bureau of Statistics, plus overheads . This equals $54.55 per hour ($0.91 per minute)
.

Time is the amount of time (in minutes or hours) that a normally efficient business would take to complete the activity. A measurement of the time taken for a normally efficient business to print out transaction records as required by the regulation was obtained through research conducted by Consumer Affairs in 2008 for the Regulatory Impact Statement for proposed changes to the Second-Hand-Dealers and Pawnbrokers Regulations
. The maximum time reported was 10 minutes and the minimum was two minutes (see Attachment 1). This time appeared to be related more to the requirement to load the printer with specially produced sequentially numbered paper, print and check the report, and then hole-punch and file it than to the number of pages in the daily record, or to the size of the business, based on the number of employees. The two businesses that reported the low times of two and three minutes had separate printers dedicated to the printing of these records where the paper was permanently loaded; other businesses were required to specially load the paper when the record was printed. Because of this and the comparatively small variations in business size across the trader population
, the time taken for the task has been derived through a straightforward averaging of the figures across the eight respondents. This yields a figure of 6.125 minutes.
Population is the number of businesses affected by the change to the regulation; that is, those using electronic record keeping systems. The population was derived from research conducted by Consumer Affairs
, which indicated that of the 5,875 licensed Second-Hand Dealers and Pawnbrokers, 29% or 1700 used electronic record keeping systems.
Frequency is number of times that the activity must be completed each year. Although larger enterprises such as Cash Converters can be open seven days a week, a normal business in this industry sector is assumed to operate six days a week. This was supported in the survey results (see Attachment 1). The average number of days open per week reported in the results was 6.25 days. The frequency was therefore estimated at 325 days per annum (6.25 x 52 weeks).

The table below shows the SCM calculations based on the data identified above.

Table 1: Estimates of burden reduction associated with changes to R.12(4)(a)  Second-Hand Dealers and Pawnbrokers Regulations 1997.
	Price
	Quantity
	Total Burden 

	Tariff
	Time
	Population
	Frequency
	

	$54.60 per hour ($0.91 per minute)
	6.125 minutes
	1700
	325
	$3,079,497


Stationery cost
As quoted above, Regulation 12 (4) of the Second-Hand Dealers and Pawnbrokers Regulations 1997required the daily record to be a “a printed and sequentially pre-numbered hard copy …”. As discussed in the section on Time above, this required the use of special pre-printed stationery. Traders surveyed as part of the RIS reported that the cost of this stationery was $26 per ream (500 sheets). They also reported the usual number of pages printed in the daily record (see Attachment 1), which has been averaged to 7.4 pages per day.

Table 2: Estimates of stationery cost associated with R.12(4)(a) Second-Hand Dealers and Pawnbrokers Regulations 1997.
	Price
	Average number of daily pages
	Population
	Frequency
	Total cost

	$26 per 500, or 5.2 cents per sheet
	7.4
	1700
	325
	$212,602


Administrative burden savings for second-hand dealers
Accordingly, administrative burden savings from the removal of second-hand dealers’ requirements to print daily transactions is $3,292,099.
Motor Car Traders
Information obligations
Information obligations imposed on Motor Car Traders’ licence applications by the BLA through its statutory powers included requirements to:

a) Provide two photographs of every proposed wholesale and retail trading premises.

The basis for this requirement was the application of two provision of the Motor Car Traders Act 1986 (the Act). Section 13(4)(h) of the Act states that:

“The Authority [BLA] must refuse an application made by a natural person if it is satisfied that – …

(h) the applicant does not have, or is not likely to have, premises in which it can lawfully carry on such a business.”

Section 13(6)(j) of the Act repeats the provisions for applications made by partnerships and bodies corporate as:

“The Authority must refuse an application made by a partnership or a body corporate if it is satisfied that – …

(j) the partnership or body corporate does not have, or is not likely to have, premises under which it can lawfully carry on such a business.”

Applicants were required to provide physical copies of two photographs of every proposed wholesale and retail trading premises. The photographs were intended to provide visual proof of the information in their applications relating to:

· the size of the car parking area

· the land area
· stock levels
· the neighbouring premises, if those premises included an unlicensed motor car trader or other industry related trader, such as a mechanic or panel beater.
Once the applicant was sure the photographs accurately captured all of the required information, sufficiently high quality reproductions then had to be generated and mailed to the BLA with the application.

b) Where the proposed premises had been occupied by a licensed trader six months prior to the application, the applicant must obtain a written statement from the ceased trader.
The basis for this requirement was also the application of Sections 13(4)(h) and 13(6)(j) of the Act cited above. Applicants proposing to set up their business in premises which the BLA records indicated were previously occupied by a motor car trader who had never officially ceased trading, were required to locate the trader and obtain a signed letter from them stating that they had ceased trading and the date on which they had ceased trading. The Act clearly imposes the duty of informing the BLA on the trader who has ceased trading, not the applicant who wishes to occupy their former premises. In some cases, the ceased trader is difficult to locate, or slow to respond to a request for a letter, since the applicant has little to offer in way of direct incentives.

c) Prepare and submit a business plan.
The basis for this requirement was the application of Sections 8(5)(f), 13(4)(d)(e)(i) and 13(6)(c)(d)(k) of the Act. Section 8(5)(f) states that:

“An application must specify - …

(f) the type of trade in motor cars which the applicant proposes to conduct and the financial resources of the applicant to conduct that type of business.”

Section 13(4)(d)(e)(i) of the Act states that:
“The Authority must refuse an application made by a natural person if it is satisfied that - …

(d) the applicant does not have, or is not likely to continue to have, sufficient financial resources to carry on the business of trading in  motor cars proposed by the applicant; or

(e) the applicant is not a person likely to carry on such a business honestly and fairly; or …

(i) the applicant is not likely to maintain effective control of such a business.”

Section 13(6)(c)(d)(k) of the Act states that:

“The Authority must refuse an application made by a partnership or a body corporate if it is satisfied that - …

(c) the partnership or a body corporate does not have, or is not likely to continue to have, sufficient financial resources to enable it to carry on the business of trading in  motor cars proposed by the partnership or a body corporate; or

(d) the partnership or a body corporate is not likely to carry on such a business honestly and fairly; or …

(k) the partnership or a body corporate is not likely to maintain effective control of such a business.”

The BLA required a copy of the applicants’ business plans in order to analyse the viability of the proposed business. Much of the information that was required to be included in the plan was financial data also separately provided by the applicants in response to other questions in the application, such as copies of bank statements, declarations of personal assets and liabilities, and questions relating to the cost of establishing the business and the number of cars the company expected to sell each year. However, the business plan also required the inclusion of management and marketing strategies that explained how the trader was going to establish and maintain an ongoing business viability.
Data collection methodology

The average number of new motor car trader applications is 158 per year
. According to figures supplied by the BLA, 27% of new applications are established in premises previously occupied by a trader who has not formally applied to cease trading. When this study was carried out, 41 traders in the preceding 12 months had been required to obtain a letter from a ceased trader. Ten of the traders were asked to participate in a telephone survey about the time it required for them to obtain the letter, but only five agreed to do so. The results are shown in Attachment 2. Five different licensees who had submitted their applications in the previous 12 months were surveyed by telephone about the other two information obligations.
SCM calculation
The SCM formula is as follows:
Administrative cost = Price x Quantity = (tariff x time) x (population x frequency)

Tariff is the hourly gross wage rate costs plus overheads. The tariff rate used to calculate the administrative burden imposed by the BLA requirements was based on the average weekly earning rate for Chief Executives and Managing Directors obtained from the Australian Bureau of Statistics, plus overheads
. This equals $87.60 per hour ($1.46 per minute)
.

Time is the amount of time (in minutes or hours) that a normally efficient business would take to complete the activities. The average times that were established (see Attachment 2) were:

· 360 minutes for obtaining a letter from a ceased trader.

· 120 minutes for preparing photographs.

· 210 minutes for preparing a business plan
.

Population is the number of businesses affected by the information obligations. For each information obligation, the annual populations were:

· 43 – letter from ceased trader

· 158 – photographs (required for all applications)

· 158 – business plan (required for all applications)

Frequency is number of times that the activities must be completed each year. This is one per year per new applicant.

The table below shows the SCM calculations based on the data identified above.
Table 2: Estimates of burden imposed by the three BLA information obligations on Motor Car Trader applications

	Price
	Quantity
	Total Burden 

	Tariff
	Time
	Population
	Frequency
	

	$87.60 per hour ($1.46 per minute)
	360 minutes (letter)
	43
	1
	$22,600

	
	120 minutes (photographs)
	158
	1
	$27,680

	
	210 minutes (business plan)
	158
	1
	$48,440

	
	
	
	TOTAL
	$98,720


Administrative burden savings for motor car traders

Accordingly, administrative burden savings from the removal of certain motor car traders’ application requirements is $98,720.

Summary
The following table provides a summary of the administrative burden savings for second-hand dealers and motor car traders arising from the removal of these obligations.

	Business
	Administrative burden savings

	Second-hand dealers 
	$3,292,099

	Motor car traders
	$     98,720

	TOTAL
	$3,390,819


5. Attachment 1 - SCM interview spreadsheet – Second-hand dealers
	 
	Licensee 1
	Licensee 2
	Licensee 3
	Licensee 4
	Licensee 5
	Licensee 6
	Licensee 7
	Licensee 8

	Opening times (days/week)
	6
	6
	6
	7
	6
	6
	6
	7

	Number of employees
	3
	1
	2
	4
	3
	2
	3
	5

	Usual number of pages in daily record
	8
	8
	7
	12
	5
	7
	4
	8

	Time taken to print daily records
	10
	5
	10
	7
	2
	7
	3
	5

	Hourly rate of person printing record
	$25
	$27.50
	$26
	$25.50
	$27
	$25.50
	$26
	$26.50


Average time taken to print records = 6.125 minutes
Average number of printed pages = 7.4 pages
Average days open per week = 6.25 days

6. Attachment 2 – SCM interview spreadsheets – Motor car traders

Information obligation – Letter from ceased trader

	 
	Licensee 1
	Licensee 2
	Licensee 3
	Licensee 4
	Licensee 5

	Person undertaking activity
	Owner
	Owner
	Owner
	Owner
	Owner

	Time required to obtain letter (minutes)
	480
	300
	420
	270
	360


Average time taken to obtain letter = 366 minutes

Information obligations – Preparing photographs and business plans

	 
	Licensee 1
	Licensee 2
	Licensee 3
	Licensee 4
	Licensee 5

	Person undertaking activity
	Owner
	Owner
	Owner
	Owner
	Owner

	Time required to prepare photographs (minutes)
	60
	90
	180
	180
	120

	Time required to prepare business plan (minutes)
	150
	240
	240
	210
	1200*


* Not included in survey results

Average time taken to prepare photographs = 126 minutes

Average time taken to prepare business plan = 210 minutes

7. Attachment 3 – Background documents
The following reports may provide useful background information for the Reducing the Regulatory Burden initiative. Some of them are cited in this document. Those reports listed as Confidential are not available to the public.
Public reports
The following reports relate to administrative burden reductions that are not included in this research, but provide useful background on the industry sectors as well as structuring SCM reports.

· Motor Car Traders (Amendment) Regulations - SCM report

<http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Publications_Reducing_the_Regulatory_Burden/$file/Final%20VCEC%20SCM%20assessment%20-%20Motor%20Car%20Traders%20(Amendment)%20Regulations%202006%20Report.pdf>.

· Motor Card Traders Regulatory Impact Statement

<http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Consultations_and_Reviews_General/$file/Proposed%20Motor%20Car%20Traders%20Regulations%202008.pdf>.

· Conveyancers Act 2006 - SCM Report

<http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Publications_Consultations_Reviews_3/$file/Conveyancer_Act_2006_SCM_Report.pdf>.
· Travel Agents Act 1986 Regulatory Impact Statement

<http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Publications_Consultations_Reviews_3/$file/Regulatory_Impact_Statement_Travel_Agents_Regulations2007.pdf>.

The following RIS includes discussion of the estimated burden reduction associated with the then proposed change to the legislation that removed the requirement for dealers using electronic bookkeeping systems to also maintain printed records.

· Second-Hand Dealers and Pawnbrokers Regulations 1997 Regulatory Impact Statement

<http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Consultations_and_Reviews_General/$file/Second-hand%20Dealers%20and%20Pawnbrokers%20Regulations%202008%20%20RIS.pdf>.

Confidential reports
The following report provides a detailed analysis of the administrative tasks required by CAV’s licensing legislation and provides estimates of burden reductions associated with reforms such as moving from paper-based to online applications.

· Business Case for an Occupational Licensing System, Atholl Business Consulting, May 2007.

The following two reports contain findings from quantitative research that provided data on pay rates of people undertaking high-level administrative activities required under the legislation and the time taken to undertake those activities. They also show a growth in the percentage of dealers maintaining electronic records from around 20% in March 2007 to 29% in April 2009. The reports also contain data relating to number of employees and regional/metro locations that can be used as a basis for segmenting.

· Second hand dealers and pawnbrokers research report, Sweeney Research, April 2009
· Second hand dealers and pawnbrokers research report, Australian Fieldwork Solutions, March 2007

� Department of Treasury and Finance, 2007, Victorian Guide to Regulation: Appendix F. The Victorian Standard Cost Model Manual, p,F-7


� The Tariff for Second-Hand Dealers was based on the average weekly earning for a full-time adult of $1082.90 and was calculated using the methodology provided in Appendix C of the Victorian Guide to Regulation - (average weekly earnings) * 52 (weeks per year) / 44 (average weeks actually worked per year) /41 (average hours worked per week) * 1.165 (average on-cost multiplier) *1.5 (average overhead multiplier).


� Second-Hand Dealers and Pawnbrokers Regulations 2008 Regulatory Impact Statement, <http://www.consumer.vic.gov.au/CA256902000FE154/Lookup/CAV_Consultations_and_Reviews_General/$file/Second-hand%20Dealers%20and%20Pawnbrokers%20Regulations%202008%20%20RIS.pdf>.


� Research conducted by Australian Fieldwork Solutions on behalf of Consumer Affairs in 2007 (Second-hand Dealers and Pawnbrokers Research Report, March 2007) showed that the majority of second-hand dealers and pawnbrokers were small businesses that employ one or two people (57.2%) and a further 21.5 employed three to five people in their business.


� Second-hand dealers and pawnbrokers research report, Sweeney Research, April 2009.


� This figure was established by averaging the number of new application over three years – between 2005-06 and 2007-08. The figures were obtained from the relevant Consumer Affairs Victoria Annual Reports. 


� Applications must be completed and signed by the business owners. It is assumed that it was also the business owners who fulfilled the three information obligations imposed by the BLA. This was confirmed in the interviews.


� The Tariff for Motor Car Traders owners was based on the average weekly earning rate of $1737.60 for Chief Executives and Managing Directors (Australian Bureau of Statistics 2006, Employee Earnings and Hours Survey, May 2006, ABS Catalogue No. 6306.0). The Tariffs was derived using the methodology provided in Appendix C of the Victorian Guide to Regulation - (average weekly earnings) * 52 (weeks per year) / 44 (average weeks actually worked per year) /41 (average hours worked per week) * 1.165 (average on-cost multiplier) *1.5 (average overhead multiplier).


� The research carried out for this information obligation showed that the time taken for interviewees to prepare their business plans varied considerably, depending on their complexity. One outlier was eliminated from the results and the average time taken for the other four businesses was 3.5 hours.


� This figure was established by analysing the status of the applicants’ proposed premises as at 30 June 2008. This indicated that approximately 27% of the proposed premises were premises where an existing licensed motor car trader had been in operation, making it necessary to obtain the letter. The average number of motor car traders applications over the three years between 2005-06 and 2007-08 was 158. The calculation is 158*27%=43





Reducing the Regulatory Burden Initiative



Standard Cost Model Report 

Second-Hand Dealers & Pawnbrokers and Motor Car Traders
Reducing the Regulatory Burden Initiative



Standard Cost Model Report

Second-Hand Dealers & Pawnbrokers and Motor Car Traders

