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Doing Business 2011 is the eighth in a series of annual reports investigating the
regulations that enhance business activity and those that constrain it. Doing Business
presents quantitative indicators on business regulations and the protection of property
rights that can be compared across 183 economies—from Afghanistan to Zimbabwe—
and over time.

Regulations affecting 11 areas of the life of a business are covered: starting a business,
dealing with construction permits, registering property, getting credit, protecting
investors, paying taxes, trading across borders, enforcing contracts, closing a busi-
ness, getting electricity and employing workers. The getting electricity and employing
workers data are not included in the ranking on the ease of doing business in Doing
Business 2011.

Data in Doing Business 2011 are current as of June 1, 2010. The indicators are used to
analyze economic outcomes and identify what reforms have worked, where and why.

The methodology for the employing workers indicators changed for Doing Business
2011. See Data notes for details.

THE DOING BUSINESS WEBSITE Download reports

Access to Doing Business reports as well as
subnational and regional reports, reform case
studies and customized country and regional
profiles

http://www.doingbusiness.org/Reports

Current features
News on the Doing Business project
http://www.doingbusiness.org

Rankings
How economies rank—from 1 to 183

http://www.doingbusiness.org/Rankings Subnational and regional projects

Differences in business regulations at the
subnational and regional level
http://www.doingbusiness.org/
Subnational-Reports

Doing Business reforms
Short summaries of DB2011 reforms, lists of
reformers since DB2004

http://www.doingbusiness.org/Reforms Law library

Online collection of laws and regulations
relating to business and gender issues
http://www.doingbusiness.org/Law-library
http://wbl.worldbank.org

Historical data
Customized data sets since DB2004
http://www.doingbusiness.org/Custom-Query

Methodology and research

The methodology and research papers
underlying Doing Business
http://www.doingbusiness.org/Methodology
http://www.doingbusiness.org/Research

Local partners

More than 8,200 specialists in 183 economies
who participate in Doing Business
http://www.doingbusiness.org/Local-Partners/
Doing-Business

Business Planet
Interactive map on the ease of doing business
http://rru.worldbank.org/businessplanet
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Preface

\Y

A vibrant private sector—with firms making investments, creating jobs and improving
productivity—promotes growth and expands opportunities for the poor. In the words
of an 18-year-old Ecuadoran in Voices of the Poor; a World Bank survey capturing the
perspectives of poor people around the world, “First, I would like to have work of any
kind” Enabling private sector growth—and ensuring that poor people can participate
in its benefits—requires a regulatory environment where new entrants with drive and
good ideas, regardless of their gender or ethnic origin, can get started in business and
where firms can invest and grow, generating more jobs.

Doing Business 2011 is the eighth in a series of annual reports benchmarking
the regulations that enhance business activity and those that constrain it. The
report presents quantitative indicators on business regulation and the protection of
property rights for 183 economies—from Afghanistan to Zimbabwe. The data are cur-
rent as of June 2010.

A fundamental premise of Doing Business is that economic activity requires
good rules—rules that establish and clarify property rights and reduce the cost
of resolving disputes; rules that increase the predictability of economic interac-
tions and provide contractual partners with certainty and protection against abuse.
The objective is regulations designed to be efficient, accessible to all and simple in
their implementation. Doing Business gives higher scores in some areas for stronger
property rights and investor protections, such as stricter disclosure requirements in
related-party transactions.

Doing Business takes the perspective of domestic, primarily smaller companies and
measures the regulations applying to them through their life cycle. Economies are
ranked on the basis of 9 areas of regulation—for starting a business, dealing with
construction permits, registering property, getting credit, protecting investors, paying
taxes, trading across borders, enforcing contracts and closing a business. In addition,
data are presented for regulations on employing workers and for a set of pilot indica-
tors on getting electricity.

Doing Business is limited in scope. It does not consider the costs and benefits of regula-
tion from the perspective of society as a whole. Nor does it measure all aspects of the
business environment that matter to firms and investors or affect the competitiveness
of an economy. Its aim is simply to supply business leaders and policy makers with a
fact base for informing policy making and to provide open data for research on how
business regulations and institutions affect such economic outcomes as productivity,
investment, informality, corruption, unemployment and poverty.

Through its indicators, Doing Business has tracked changes to business regulation
around the world, recording more than 1,500 important improvements since 2004.
Against the backdrop of the global financial and economic crisis, policy makers around
the world continue to reform business regulation at the level of the firm, in some areas
at an even faster pace than before.

These continued efforts prompt questions: What has been the impact? How has busi-
ness regulation changed around the world—and how have the changes affected firms
and economies? Doing Business 2011 presents new data and findings toward answer-
ing these questions. Drawing on a now longer time series, the report introduces a new
measure to illustrate how the regulatory environment for business has changed in
absolute terms in each economy over the 5 years since Doing Business 2006 was pub-
lished. This measure complements the aggregate ranking on the ease of doing business,
which benchmarks each economy’s current performance on the indicators against that
of all other economies in the Doing Business sample. Research is also taking advantage
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of the longer time series, and studies on business regulation reforms in Latin America
and Eastern Europe and Central Asia show some promising results. But this is only
the beginning. The coming years will be exciting as this growing time series and other
emerging data sets allow researchers and policy makers to find out more about what
works in business regulation—and how and why.

Since its launch in 2003, Doing Business has stimulated debate about policy through its
data and benchmarks, both by exposing potential challenges and by identifying where
policy makers might look for lessons and good practices. Governments have reported
more than 270 business regulation reforms inspired or informed by Doing Business
since 2003. Most were nested in broader programs of investment climate reform aimed
at enhancing economic competitiveness, as in Colombia, Kenya and Liberia. In struc-
turing their reform programs for the business environment, governments use multiple
data sources and indicators. And reformers respond to many stakeholders and interest
groups, all of whom bring important issues and concerns to the debate. World Bank
Group dialogue with governments on the investment climate is designed to encourage
critical use of the data, sharpening judgment, avoiding a narrow focus on improv-
ing Doing Business rankings and encouraging broad-based reforms that enhance the
investment climate.

Doing Business would not be possible without the expertise and generous input of a
network of more than 8,200 local experts, including lawyers, business consultants, ac-
countants, freight forwarders, government officials and other professionals routinely
administering or advising on the relevant legal and regulatory requirements in the
183 economies covered. In particular, the Doing Business team would like to thank
its global contributors: Allen & Overy LLP; Baker & McKenzie; Cleary Gottlieb Steen
& Hamilton LLP; Ius Laboris, Alliance of Labor, Employment, Benefits and Pensions
Law Firms; KPMG; the Law Society of England and Wales; Lex Mundi, Association of
Independent Law Firms; Noronha Advogados; Panalpina; PricewaterhouseCoopers;
PricewaterhouseCoopers Legal Services; Russell Bedford International; SDV Interna-
tional Logistics; and Toboc Inc.

The project also benefited throughout the past year from advice and input from gov-
ernments and policy makers around the world. In particular, the team would like to
thank the governments of Burkina Faso, Colombia, the Arab Republic of Egypt, the
Republic of Korea, the former Yugoslav Republic of Macedonia, Mexico, Portugal and
Rwanda for providing statistical information on the impact of business regulation re-
forms as well as the more than 60 governments that contributed detailed information
on business regulation reforms in 2009/10.

This volume is a product of the staff of the World Bank Group. The team would like to
thank all World Bank Group colleagues from the regional departments and networks
for their contributions to this effort.

Janamitra Devan

Vice President and Head of Network
Financial & Private Sector Development
The World Bank-International Finance
Corporation



Executive
summary

Against the backdrop of the global finan-
cial and economic crisis, policy makers
around the world took steps in the past
year to make it easier for local firms
to start up and operate. This is impor-
tant. Throughout 2009/10 firms around
the world felt the repercussions of what
began as a financial crisis in mostly high-
income economies and then spread as
an economic crisis to many more. While
some economies have been hit harder
than others, how easy or difficult it is to
start and run a business, and how effi-
cient courts and insolvency proceedings
are, can influence how firms cope with
crises and how quickly they can seize
new opportunities.

Between June 2009 and May 2010
governments in 117 economies imple-
mented 216 business regulation reforms
making it easier to start and operate
a business, strengthening transparency
and property rights and improving the
efficiency of commercial dispute resolu-
tion and bankruptcy procedures. More
than half those policy changes eased
start-up, trade and the payment of taxes
(figure 1.1).

Through indicators benchmarking
183 economies, Doing Business sheds light
on how easy or difficult it is for a local
entrepreneur to open and run a small to
medium-size business when complying
with relevant regulations. It measures
and tracks changes in the regulations
applying to domestic, primarily smaller
companies through their life cycle, from

FIGURE 1.1

Easing start-up, payment of taxes and trade most popular in 2009/10
Share of economies with at least 1 Doing Business reform making it easier to do business, by topic (%)
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start-up to closing (box 1.1). The results
have stimulated policy debates in more
than 80 economies and enabled a grow-
ing body of research on how firm-level
regulation relates to economic outcomes
across economies.! A fundamental prem-
ise of Doing Business is that economic
activity requires good rules that are trans-
parent and accessible to all.

Doing Business does not cover all

factors relevant for business. For exam-
ple, it does not evaluate macroeconomic
conditions, infrastructure, workforce
skills or security. Nor does it assess mar-
ket regulation or the strength of financial
systems, both key factors in understand-
ing some of the underlying causes of the
financial crisis. But where business regu-
lation is transparent and efficient, oppor-
tunities are less likely to be based on per-

BOX 1.1

Measuring regulation throughout the life cycle of a local business

This year’s aggregate ranking on the ease of doing business is based on indicator sets that
measure and benchmark regulations affecting 9 areas in the life cycle of a business: starting
a business, dealing with construction permits, registering property, getting credit, protecting
investors, paying taxes, trading across borders, enforcing contracts and closing a business.
Doing Business also looks at regulations on employing workers and, as a new initiative, get-
ting electricity (neither of which is included in this year’s aggregate ranking).!

Doing Business encompasses 2 types of data and indicators. “Legal scoring indicators,” such
as those on investor protections and legal rights for borrowers and lenders, provide a mea-
sure of legal provisions in the laws and regulations on the books. Doing Business gives higher
scores in some areas for stronger property rights and investor protections, such as stricter
disclosure requirements in related-party transactions. “Time and motion indicators,” such
as those on starting a business, registering property and dealing with construction permits,
measure the efficiency and complexity in achieving a regulatory goal by recording the pro-
cedures, time and cost to complete a transaction in accordance with all relevant regulations
from the point of view of the entrepreneur. Any interaction of the company with external
parties such as government agencies counts as one procedure. Cost estimates are recorded
from official fee schedules where these apply. For a detailed explanation of the Doing Business
methodology, see Data notes.

1. The methodology underlying the employing workers indicators is being refined in consultation with relevant experts and stakehold-
ers. The getting electricity indicators are a pilot data set. (For more detail, see the annexes on these indicator sets.) Aggregate rankings
published in Doing Business 2010 were based on 10 indicator sets and are therefore not comparable. Comparable rankings based on 9
topics for last year along with this year are presented in table 1.2 and on the Doing Business website (http://www.doingbusiness.org).
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FIGURE 1.2

Seventy-five percent of economies in East Asia and the Pacific reformed

business regulation in 2009/10

Share of economies with at least 1 Doing Business reform making it easier to do business (%)
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Source: Doing Business database.

sonal connections or special privileges,
and more economic activity is likely to
take place in the formal economy, where
it can be subject to beneficial regulations
and taxation. Since 2003, when the Doing
Business project started, policy makers in
more than 75% of the world’s economies
have made it easier to start a business in
the formal sector. A recent study using
data collected from company registries
in 100 economies over 8 years found
that economies with efficient business
registration systems have a higher firm
entry rate and greater business density
on average.’

Ultimately this is about people. The
economic crisis has made it more im-
portant than ever to create new jobs and
preserve existing ones. As the number of
unemployed people reached 212 million
in 2009, 34 million more than at the onset
of the crisis in 2007,3 job creation became
a top priority for policy makers around
the world. With public budgets tighter
as a result of stimulus packages and con-
tracting fiscal revenues, governments
must now do more with less. Unleashing
the job creation potential of small private
enterprises is therefore vital.

Small and medium-size businesses
indeed have great potential to create
jobs. They account for an estimated 95%
of firms and 60-70% of employment in
OECD high-income economies and 60—
80% of employment in such economies
as Chile, China, South Africa and Thai-

South
oy 63]

land.* Tt makes sense for policy makers
to help such businesses grow. Improving
their regulatory environment is one way
of supporting them.

Consider the story of Bedi Limited,
a garment producer in Nakuru, Kenya.’
After spending 18 months pursuing a
trial order for school items from Tesco,
one of the largest retail chains in the
United Kingdom, Bedi lost out on the
chance to become part of its global supply
chain. Bedi had everything well planned
to meet a delivery date set for July. But
the goods were delayed at the port. When
they arrived in the United Kingdom in
August, it was too late. The back-to-
school promotion was over. Changes to
regulations and procedures can help im-
prove the overall trade logistics environ-
ment, enabling companies like Bedi to
capture such growth opportunities.

WHAT WERE THE TRENDS

IN 2009/10?
For policy makers seeking to improve
the regulatory environment for business,

priorities varied across regions this past
year.

QUICK RESPONSE TO CRISIS

The global crisis triggered major legal
and institutional reforms in 2009/10.
Facing rising numbers of insolven-
cies and debt disputes, 16 economies,
mostly in Eastern Europe and Central

Asia and the OECD high-income group,
reformed their insolvency regimes, in-
cluding Belgium, the Czech Republic,
Hungary, Japan, the Republic of Korea,
Romania, Spain, the United Kingdom
and the Baltic states (table 1.1).° Particu-
larly in times of economic distress, ef-
ficient court and bankruptcy procedures
are needed to ensure that assets can be
reallocated quickly and do not get stuck
in court. Most of the reforms in this area
focused on improving or introducing
reorganization procedures to ensure that
viable firms can continue operating. Be-
fore, it was common for insolvent firms
in many economies of Eastern Europe
and Central Asia to be liquidated even
if they were still viable. Not surprisingly,
the average recovery rate in the region as
calculated by Doing Business is 33 cents
on the dollar. In OECD high-income
economies the average is 69 cents.

Swift action has been the name of
the game in Eastern Europe and Central
Asia. The regions policy makers have
been the most active in implementing
business regulation reforms as measured
by Doing Business since 2004. This past
year was no different, with 21 of 25
economies (84%) reforming business
regulation. Besides improving insolvency
procedures, making it easier for firms
to start up and to pay taxes were popu-
lar measures—more than a third of the
regions economies introduced changes
in each of these areas. Less happened in
some of the other areas, such as credit
information systems. But thanks to 36
reforms in this area since 2004, such

TABLE 1.1

Economies improving the most in each
Doing Business topic in 2009/10

Starting a business Peru

Dealing with construction Congo, Dem. Rep.

permits

Registering property Samoa
Getting credit Ghana
Protecting investors Swaziland
Paying taxes Tunisia
Trading across borders Peru
Enforcing contracts Malawi

Closing a business Czech Republic

Source: Doing Business database.



systems are already better developed.
Average coverage is up from 3% of the
adult population to 30%.

ECONOMIES IN EAST ASIA AND THE
PACIFIC HIT THEIR STRIDE

For the first time in the 8 years of Doing
Business reports, economies in East Asia
and the Pacific were among the most
active in making it easier for local firms
to do business. Eighteen of 24 econo-
mies reformed business regulations and
institutions—more than in any other
year. The pace of Doing Business reforms
had been steadily picking up since 2006,
when only a third of the region’s econo-
mies implemented such reforms. In the
past year 75% did (figure 1.2).

Emerging-market economies such
as Indonesia, Malaysia and Vietnam
took the lead, easing start-up, permit-
ting and property registration for small
and medium-size firms and improving
credit information sharing. Hong Kong
SAR (China), after seeing the number of
bankruptcy petitions rise from 10,918 in
2007 to 15,784 in 2009, is working on a
new reorganization procedure.

The momentum in the region may
continue. Recently leaders of the Asia-
Pacific Economic Cooperation (APEC)
organization launched an initiative
aimed at making it easier for small and
medium-size companies to do business
through systematic peer learning and
assistance across economies. The idea is
that economies in the region that have
benefited from making it easier to do
business can now share their experience
with others. The Korea Customs Service,
for example, estimates that predictable
cargo processing times and rapid turn-
over by ports provide a benefit of some
$2 billion annually. Singapores online
registration system for new firms saves
businesses an estimated $42 million an-
nually.” Using firm surveys, planners
identified 5 priority areas for the APEC
initiative—starting a business, getting
credit, trading across borders, enforcing
contracts and dealing with permits. The
goal is to improve regulatory perfor-
mance in those areas as measured by

Doing Business by 25% by 2015. Small
Pacific island states, which face special
challenges, have also been active, getting
key support from donors.

TRADE FACILITATION POPULARIN
AFRICA AND THE MIDDLE EAST

About half of all trade facilitation re-
forms in 2009/10 took place in Sub-
Saharan Africa (with 9) and the Middle
East and North Africa (6). Several were
motivated by regional integration. Some
of these efforts built on existing ini-
tiatives such as the Southern African
Customs Union. In East Africa single
border controls speeded up crossings
between Rwanda and Uganda. Different
electronic data systems are still used by
customs authorities in Kenya, Tanzania
and Uganda. But efforts are under way
to create a single interface between these
systems. Overall, 27 of 46 Sub-Saharan
African economies implemented Doing
Business reforms, 49 in all.

In the Middle East and North Af-
rica 11 of 18 economies implemented
business regulation reforms, 22 in all.
Six modernized customs procedures and
port infrastructure to facilitate trade and
align with international standards. These
include Bahrain, the Arab Republic of
Egypt and the United Arab Emirates.

ELECTRONIC SYSTEMS ON THE RISE
AROUND THE GLOBE

In economies around the world, regard-
less of location and income level, policy
makers adopted technology to make it
easier to do business, lower transac-
tions costs and increase transparency. In
Latin America and the Caribbean, where
47% of economies implemented business
regulation reforms in the past year, 23 of
the 25 reforms simplified administrative
processes. Many did so by introducing
online procedures or synchronizing the
operations of different agencies through
electronic systems. In this way Brazil,
Chile, Ecuador and Mexico simplified
start-up, Colombia eased construction
permitting, and Nicaragua made it easier
to trade across borders.

In South Asia, where 5 of 8 econo-
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mies introduced changes (7 in all), India
continued improvements to its electronic
registration system for new firms by
allowing online payment of stamp fees.
Across Eastern Europe the implemen-
tation of European Union regulations
encouraging electronic systems triggered
such changes as the implementation of
electronic customs systems in Latvia and
Lithuania.

WHERE IS IT EASIEST TO DO
BUSINESS?

Globally, doing business remains easi-
est in OECD high-income economies.
In Sub-Saharan Africa and South Asia
entrepreneurs have it hardest and prop-
erty protections are weakest across the 9
areas of business regulation included in
this year’s ranking on the ease of doing
business (figure 1.3).

Singapore retains the top ranking
on the ease of doing business this year,
followed by Hong Kong SAR (China),
New Zealand, the United Kingdom, the
United States, Denmark, Canada, Nor-
way, Ireland and Australia (table 1.2).
Change continued at the top. Among the
top 25 economies, 18 made it even easier
to do business this past year. Within the

FIGURE 1.3
Which regions have the most business-
friendly environment in Doing Business?

economy
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Eastern Europe & Central Asia

East Asia & Pacific

Latin America & Caribbean
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Source: Doing Business database.
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TABLE 1.2
Rankings on the ease of doing business

DB2011 DB2010 DB2011 DB2011 DB2070 DB2011 DB2011 DB2010 DB2011
RANK RANK ECONOMY REFORMS RANK RANK ECONOMY REFORMS RANK RANK ECONOMY REFORMS
1 1 Singapore 0 62 61  Fiji 1 123 116  Russian Federation 2
2 2 Hong Kong SAR, China 2 63 82  (CzechRepublic 2 124 122 Uruguay 1
3 3 New Zealand 1 64 56  Antigua and Barbuda 0 125 121 CostaRica 0
4 4 United Kingdom 2 65 60  Turkey 0 126 130  Mozambique 1
5 5 United States 0 66 65 Montenegro 3 127 124  Brazil 1
6 6  Denmark 2 67 77 Ghana 2 128 125 Tanzania 0
7 9  (Canada 2 68 64  Belarus 4 129 137 Iran, Islamic Rep. 3
8 7 Norway 0 69 68 Namibia 0 130 727  Ecuador 1
9 8  lreland 0 70 73 Poland 1 131 128 Honduras 0
10 70  Australia 0 71 66  Tonga 1 132 142 Cape Verde 3
1 12 Saudi Arabia 4 72 62 Panama 2 133 132 Malawi 2
12 13 Georgia 4 73 63 Mongolia 0 134 135 India 2
13 11 Finland 0 74 69  Kuwait 0 135 133  West Bank and Gaza 1
14 18  Sweden 3 75 72 St.Vincentand the Grenadines 0 136 136  Algeria 0
15 14 lIceland 0 76 84 Zambia 3 137 134 Nigeria 0
16 15 Korea, Rep. 1 77 71 Bahamas, The 0 138 137 Lesotho 0
17 17 Estonia 3 78 88  Vietnam 3 139 149 Tajikistan 3
18 19  Japan 1 79 78 China 1 140 138 Madagascar 2
19 16  Thailand 1 80 76  ltaly 1 141 139 Micronesia, Fed. Sts. 0
20 20  Mauritius 1 81 79 Jamaica 1 142 140 Bhutan 1
21 23 Malaysia 3 82 81  Albania 1 143 143  Sierra Leone 3
22 21 Germany 1 83 75  Pakistan 1 144 144  Syrian Arab Republic 3
23 26 Lithuania 5 84 89  Croatia 2 145 147  Ukraine 3
24 27 Latvia 2 85 96  Maldives 1 146 141  Gambia, The 0
25 22 Belgium 1 86 80  ElSalvador 0 147 145 Cambodia 1
26 28  France 0 87 83  St.Kitts and Nevis 0 148 146  Philippines 2
27 24 Switzerland 0 88 85  Dominica 0 149 148 Bolivia 0
28 25  Bahrain 1 89 90  Serbia 1 150 150  Uzbekistan 0
29 30  lsrael 1 90 87 Moldova 1 151 154  Burkina Faso 4
30 29  Netherlands 1 91 8  Dominican Republic 0 152 157  Senegal 0
31 33 Portugal 2 92 98 Grenada 3 153 155 Mali 3
32 31  Austria 1 93 91  Kiribati 0 154 153  Sudan 0
33 34 Taiwan, China 2 94 99  Egypt, Arab Rep. 2 155 152  Liberia 0
34 32 South Africa 0 95 92 Seychelles 1 156 158 Gabon 0
35 41 Mexico 2 96 106  Solomon Islands 1 157 156 Zimbabwe 3
36 46  Peru 4 97 95  Trinidad and Tobago 0 158 157  Djibouti 0
37 35  Cyprus 0 98 94 Kenya 2 159 159  Comoros 0
38 36 Macedonia, FYR 2 929 93 Belize 0 160 162 Togo 0
39 38  Colombia 1 100 707  Guyana 3 161 160  Suriname 0
40 37  United Arab Emirates 2 101 700  Guatemala 0 162 163 Haiti 1
41 40  Slovak Republic 0 102 702  Srilanka 0 163 164 Angola 1
42 43 Slovenia 3 103 708  Papua New Guinea 1 164 161 Equatorial Guinea 0
43 53 Chile 2 104 1703  Ethiopia 1 165 167 Mauritania 0
44 47  Kyrgyz Republic 1 105 704  Yemen, Rep. 0 166 166 Iraq 0
45 42 Luxembourg 1 106 105  Paraguay 1 167 165 Afghanistan 0
46 52 Hungary 4 107 117  Bangladesh 2 168 173 Cameroon 1
47 49  Puerto Rico 0 108 723 Marshall Islands 1 169 168 Cote d'lvoire 1
48 44 Armenia 1 109 97  Greece 0 170 172 Benin 1
49 48  Spain 3 110 710  Bosnia and Herzegovina 2 171 169 LaoPDR 1
50 39 Qatar 0 111 107  Jordan 2 172 170 Venezuela, RB 1
51 51  Bulgaria 2 112 117  Brunei Darussalam 3 173 171  Niger 1
52 50 Botswana 0 113 709  Lebanon 1 174 174  Timor-Leste 1
53 45 St lucia 0 114 114  Morocco 1 175 179  Congo, Dem. Rep. 3
54 55  Azerbaijan 2 115 113 Argentina 0 176 175 Guinea-Bissau 1
55 58  Tunisia 2 116 112 Nepal 0 177 177  Congo, Rep. 1
56 54  Romania 2 117 119 Nicaragua 1 178 176  Séo Tomé and Principe 1
57 57  Oman 0 118 126  Swaziland 2 179 178 Guinea 0
58 70 Rwanda 3 119 118  Kosovo 0 180 180  Eritrea 0
59 74 Kazakhstan 4 120 720 Palau 0 181 187 Burundi 1
60 59  Vanuatu 0 121 115 Indonesia 3 182 182 Central African Republic 0
61 67 Samoa 1 122 129  Uganda 2 183 183 Chad 0

Note: The rankings for all economies are benchmarked to June 2010 and reported in the country tables. This year's rankings on the ease of doing business are the average of the economy’s rankings on 9 topics (see box 1.1).
Last year's rankings, shown in italics, are adjusted: they are based on the same 9 topics and reflect data corrections. The number of business regulation reforms includes all measures making it easier to do business.

Source: Doing Business database.



group of top 25, Sweden improved the
most in the ease of doing business, rising
from 18 to 14 in the rankings. It reduced
the minimum capital requirement for
business start-up, streamlined property
registration and strengthened investor
protections by increasing requirements
for corporate disclosure and regulating
the approval of transactions between in-
terested parties.

Economies where it is easy for
firms to do business often have advanced
e-government initiatives. E-government
kicked oft in the 1980s, and economies
with well-developed systems continue to
improve them. Hong Kong SAR (China)
and Singapore turned their one-stop
shops for building permits into online
systems in 2008. Denmark just intro-
duced a new computerized land reg-
istration system. The United Kingdom
recently introduced online filing at com-
mercial courts.

Top-ranking economies also often
use risk-based systems to focus their
resources where they matter most, such
as the supervision of complex building
projects. Germany and Singapore are
among the 85 economies that have fast-
track permit application processes for
small commercial buildings.

Finally, these economies tend to
hold public servants accountable through
performance-based systems. Australia,
Singapore and the United States have

used performance measures in the judi-
ciary since the late 1990s. Malaysia in-
troduced a performance index for judges
in 2009. Case disposal rates are already
improving.

MORE WAYS OF TRACKING
CHANGE IN BUSINESS

REGULATION

Every year Doing Business recognizes the
10 economies that improved the most in
the ease of doing business in the previous
year and introduced policy changes in 3
or more areas. This past year Kazakhstan
took the lead (table 1.3). Kazakhstan
amended its company law and intro-
duced regulations to streamline business
start-up and reduce the minimum capi-
tal requirement to 100 tenge ($0.70). It
made dealing with construction permits
less cumbersome by introducing several
new building regulations in 2009, a new
one-stop shop for construction-related
formalities and a risk-based approach for
permit approvals. Traders benefit from
improvements to the automated customs
information system and risk-based sys-
tems. Several trade-related documents,
such as the bill of lading, can now be
submitted online, and customs declara-
tions can be sent in before the cargo
arrives. Modernization efforts, already
under way for several years, also include
a risk management system to control
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goods crossing the national border and
a modern inspection system (TC-SCAN)
at the border crossing point shared with
China. As a result, the time to export fell
by 8 days, the time to import by 9 days
and the number of documents required
for trade by 1. Kazakhstan also increased
the legal requirements for disclosure in
related-party transactions. Thanks to the
amendments to its company law, compa-
nies must describe transactions involv-
ing conflicts of interest in their annual
report.

The runner-up this year was Rwanda,
followed by Peru, Vietnam, Cape Verde,
Tajikistan, Zambia, Hungary, Grenada
and Brunei Darussalam.

Yearly movements in rankings can
provide some indication of changes in
an economy’s regulatory environment
for firms, but they are always relative.
An economy’s ranking might change be-
cause of developments in other econo-
mies. Moreover, year-to-year changes in
rankings do not reflect how the business
regulatory environment in an economy
has changed over time.

To illustrate how the regulatory en-
vironment as measured by Doing Busi-
ness has changed within economies over
time, this year’s report introduces a new
measure. The DB change score provides
a 5-year measure of how business regu-
lations have changed in 174 economies.®
It reflects all changes in an economy’s

TABLE 1.3
The 10 economies improving the most in the ease of doing business in 2009/10
Dealing with Trading

Starting a construction Registering Protecting Paying across Enforcing Closing a
Economy business permits property  Getting credit  investors taxes borders contracts business
Kazakhstan v v v v
Rwanda v v v
Peru v v v v
Vietnam v v v
Cape Verde v v
Tajikistan v v
Zambia v v v
Hungary v v v
Grenada v
Brunei Darussalam v v v

Note: Economies are ranked on the number and impact of reforms. First, Doing Business selects the economies that implemented reforms making it easier to do business in 3 or more of the 9 topics included in this
year's aggregate ranking (see box 1.1). Second, it ranks these economies on the increase in their ranking on the ease of doing business from the previous year using comparable rankings. The larger the improve-

ment, the higher the ranking as a reformer.
Source: Doing Business database.
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FIGURE 1.4 DB change score
_In the past 5 years about 85% of economies made it easier todo business .
Five-year measure of cumulative change in Doing Business indicators between DB2006 and DB2011
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Source: Doing Business database.

business regulation as measured by the
Doing Business indicators—such as a
reduction in the time to start a business
thanks to a one-stop shop or an increase
in the strength of investor protection
index thanks to new stock exchange rules
that tighten disclosure requirements for
related-party transactions. The findings
are encouraging: in about 85% of the 174
economies, doing business is now easier
for local firms (figure 1.4).

The 10 economies that made the
largest strides in making their regulatory
environment more favorable to business
are Georgia, Rwanda, Belarus, Burkina
Faso, Saudi Arabia, Mali, the Kyrgyz Re-
public, Ghana, Croatia and Kazakhstan.
All implemented more than a dozen
Doing Business reforms over the 5 years.
Several—including Georgia, Rwanda,
Belarus, Burkina Faso, the Kyrgyz Re-
public, Croatia and Kazakhstan—have
also been recognized as top 10 Doing
Business reformers in previous years.

Rwanda, for example, was recog-
nized last year. The cumulative improve-
ment over the past 5 years as measured by
the DB change score shows that this was

not a one-time effort and that the changes
introduced were substantial. Since 2005
Rwanda has implemented 22 business
regulation reforms in the areas measured
by Doing Business. Results show on the
ground. In 2005 starting a business in
Rwanda took 9 procedures and cost 223%
of income per capita. Today entrepre-
neurs can register a new business in 3
days, paying official fees that amount to
8.9% of income per capita. More than
3,000 entrepreneurs took advantage of
the efficient process in 2008, up from an
average of 700 annually in previous years.
Registering property in 2005 took more
than a year (371 days), and the transfer
fees amounted to 9.8% of the property
value. Today the process takes 2 months
and costs 0.4% of the value. A new com-
pany law adopted in 2009 strengthened
investor protections by requiring greater
corporate disclosure, increasing the li-
ability of directors and improving share-
holders’ access to information.

Others, such as Ghana and Mali,
took a steady approach, improving the
business environment over several years.
Ghana implemented measures in 6 areas.

It created its first credit bureau, computer-
ized the company registry and overhauled
its property registration system, moving
from a deed to a title registration system.
The multiyear reform reduced the time
to transfer property from 24 weeks to 5.
The state now guarantees the title and its
authenticity. Regulatory reforms in Mali
picked up in recent years. Key achieve-
ments include customs reforms, a new
one-stop shop for business start-up and
amendments to the civil procedure code
in 2009 that strengthened protections for
minority shareholders and improved the
(still lengthy) court procedures to resolve
commercial disputes.

Some large emerging-market econ-
omies also made significant changes at
a steady pace. China is one. Over sev-
eral years China introduced 14 policy
changes making it easier to do business,
affecting 9 areas covered by Doing Busi-
ness. In 2005 a new company law reduced
what had been one of the world’s high-
est minimum capital requirements from
1,236% of income per capita to 118%.
In 2006 a new credit registry started
operating. Today 64% of adults have a
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credit history. In 2007, after 14 years of
consultation, a new property rights law
came into effect, offering equal protec-
tion to public and private property and
expanding the range of assets that can be
used as collateral.

India implemented 18 business reg-
ulation reforms in 7 areas. Many focused
on technology—implementing electronic
business registration, electronic filing for
taxes, an electronic collateral registry and
online submission of customs forms and
payments. Changes also occurred at the
subnational level. In India, as in other
large nations, business regulations can
vary among states and cities. While Doing
Business focuses on the largest business
city in an economy, it complements its
national indicators with subnational
studies, recognizing the interest of gov-
ernments in these variations. According
to Doing Business in India, 14 of the 17
Indian cities covered in the study imple-
mented changes to ease business start-
up, construction permitting and property
registration between 2006 and 2009.°

The level of change depends not
only on the pace of business regulation
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reform but also on the starting point.
For example, Finland or Singapore, with
efficient e-government systems in place
and strong property rights protections by
law, has less room for improvement. Oth-
ers, such as Italy, implemented several
regulatory reforms in areas where results
might be seen only in the longer term,
such as judiciary or insolvency reforms.

WHAT IS THE EFFECT ON FIRMS,

JOBS AND GROWTH?

Rankings and the 5-year measure of cu-
mulative change (DB change score) are
still only indicative. Few would doubt the
benefit of reducing red tape for business,
particularly for small and medium-size
businesses. But how do business regula-
tion reforms affect the performance of
firms and contribute to jobs and growth?
A growing body of empirical research
has established a link between the regu-
latory environment for firms and such
outcomes as the level of informality,
employment and growth across econo-
mies.'® The broader economic impact
of lowering barriers to entry has been
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especially well researched. But corre-
lation does not mean causality. Other
country-specific factors or other changes
taking place simultaneously—such as
macroeconomic reforms—may also have
played a part.

How do we know whether things
would have been any different without
the regulatory reform? Some studies
have been able to test this by investi-
gating variations within a country over
time, as when Colombia implemented
a bankruptcy reform that streamlined
reorganization procedures. Following the
reform, viable firms were more likely
to be reorganized than liquidated, and
firms’ recoveries improved.!' Other stud-
ies investigated policy changes that af-
fected only certain firms or groups. Using
the unaffected group as a control, they
found that reforms easing formal busi-
ness entry in Colombia, India and Mexico
led to an increase in new firm entry and
competition.'? Thanks to simplified mu-
nicipal registration formalities for firms
in Mexico, the number of registered busi-
nesses increased by 5%, and employment
by 2.8%, in affected industries.
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FIGURE 1.5

Eastern Europe and Central Asia setting a strong pace

Share of economies with at least 1 Doing Business reform making it easier to do business by Doing Business report year (%)
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Central Asia in 2008, and Poland and Slovenia in 2010; and Israel from the Middle East and North Africa in 2010. In addition, 15 additional economies were added to the sample between Doing Business 2006 and

Doing Business 2011.
Source: Doing Business database.

Other promising results are emerg-
ing. Using panel data from enterprise
surveys, new research associates busi-
ness regulation reforms in Eastern Eu-
rope and Central Asia with improved
firm performance.'> While such factors
as macroeconomic reforms, technologi-
cal improvements and firm characteris-
tics may also influence productivity, the
results are encouraging.

The regions economies were the
most active in improving business regu-
lation over the past 6 years, often in re-
sponse to new circumstances such as the
prospect of joining the European Union
or, more recently, the financial crisis
(figure 1.5). Some 93% of its economies
eased business start-up, and 20 econo-
mies established one-stop shops. Starting
a business in the region is now almost as
easy as it is in OECD high-income econo-
mies. Immediate benefits for firms are
often cost and time savings. In Georgia a
2009 survey found that the new start-up
service center helped businesses save an
average of 3.25% of profits—and this
is just for registration services. For all
businesses served, the direct and indirect
savings amounted to $7.2 million.'*

WHERE ARE THE OPPORTUNITIES

IN DEVELOPING ECONOMIES?

More than 1,500 improvements to busi-
ness regulations have been recorded by
Doing Business in 183 economies since
2004. Increasingly, firms in developing
economies are benefiting. In the past
year about 66% of these economies made
it easier to do business, up from only 34%
of this group 6 years before. Compelling
results are starting to show, as illustrated
by Rwanda and Ghana, and these results
have inspired others.

This is good news, because oppor-
tunities for regulatory reform remain.
Entrepreneurs and investors in low- and
lower-middle-income economies con-
tinue to face more bureaucratic formali-
ties and weaker protections of prop-
erty rights than their counterparts in
high-income economies. Exporting, for
example, requires 11 documents in the
Republic of Congo but only 2 in France.
Starting a business still costs 18 times as
much in Sub-Saharan Africa as in OECD
high-income economies (relative to in-
come per capita). Many businesses in
developing economies might simply opt
out and remain in the informal sector.

There they lack access to formal business
credit and markets, and their employees
receive fewer benefits and no protec-
tions. Globally, 1.8 billion people are
estimated to be employed in the informal
sector, more than the 1.2 billion in the
formal sector.'

While overly complicated proce-
dures can hinder business activity, so
can the lack of institutions or regulations
that protect property rights, increase
transparency and enable entrepreneurs
to make effective use of their assets.
When institutions such as courts, col-
lateral registries and credit information
bureaus are inefficient or missing, the
talented poor and entrepreneurs who
lack connections, collateral and credit
histories are most at risk of losing out.'®
So are women, because institutions and
regulations such as credit bureaus and
laws on movable collateral support the
types of businesses that women typically
run—small firms in low-capital-inten-
sive industries in both the formal and the
informal sector (box 1.2).17

Today only 1.3% of adults in low-in-
come economies are covered by a credit
bureau. Many micro, small and medium-
size enterprises, which typically have
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BOX 1.2

Encouraging women in business

Women make up more than 50% of the world’s population but less than 30% of the labor force in some economies. This represents untapped
potential. For policy makers seeking to increase women'’s participation in the economy, a good place to start is to ensure that institutions and
laws are accessible to the types of businesses and jobs women currently hold.

Take credit bureaus. With the advent of microfinance institutions in the 1970s, poor women in some parts of the world were able to access credit
for the first time. By 2006 more than 3,330 microfinance institutions had reached 133 million clients. Among these clients, 93 million had been
in the poorest groups when they took their first loans, and 85% of the poorest were women. But only 42 of 128 credit bureaus in the world cover
microfinance institutions, limiting the ability of their borrowers to build a credit history. A new World Bank Group project, Women, Business and
the Law, looks into discrepancies such as these as well as regulations that explicitly differentiate on the basis of gender.!

A recent analysis of existing literature concludes that aspects of the business regulatory environment are estimated to disproportionately af-
fect women in their decision to become an entrepreneur and their performance in running a formal business. Barriers to women’s access to
finance might drive their concentration in low-capital-intensive industries, which require less funding but also have less potential for growth
and development. One possible barrier is that women may have less physical and “reputational” collateral than men.?

Women can benefit from laws facilitating the use of movable assets such as equipment or accounts receivable as security for loans. While
women often lack legal title to land or buildings that could serve as collateral, they are more likely to have movable assets. In Sri Lanka women
commonly hold wealth in the form of gold jewelry. Thankfully, this is accepted by banks as security for loans.?

Women often resort to informal credit, which involves high transactions costs. A recent study in Ghana reports that women, to ensure access

to credit, invest considerable time in maintaining complex networks of informal credit providers.*

Improving firms’ access to formal finance has been shown to pay off, by promoting entrepreneurship, innovation, better asset allocation and

9

firm growth.’ Everyone should be able to benefit, regardless of gender.

1. http://wbl.worldbank.org/.
2. Klapper and Parker (2010).
3. Pal (1997).

4. Schindler (2010).

5. World Bank (2008).

95% of their assets in movable property
rather than real estate, cannot use those
assets to raise funds to expand their busi-
ness. But this is not so everywhere. While
only 35% of Sub-Saharan African econo-
mies have laws encouraging the use of
all types of assets as collateral, 71% of
East Asian and Pacific and 68% of OECD
high-income economies do. Seventy low-
and lower-middle-income economies
lack centralized collateral registries that
tell creditors whether assets are already
subject to the security right of another
creditor. All this presents an opportunity
for changes that can promote the growth
of firms and employment.

WHAT'S NEXT?

Doing Business has been measuring busi-
ness regulation from the perspective of
local firms and tracking changes over
time since 2003. Since its initiation, the
project has introduced 5 new topics and

added 50 economies to the sample. In
the past year Doing Business has been
working on 2 indicator sets—a new set
on getting electricity and a refined one
on employing workers.!®

IDENTIFYING REGULATORY REFORM
POSSIBILITIES IN GETTING ELECTRICITY

According to World Bank surveys of
businesses, managers in 108 economies
consider the availability and reliability of
electricity to be the second most impor-
tant constraint to their business activ-
ity, after access to finance. Studies have
shown that poor electricity supply ad-
versely affects the productivity of firms
and the investments they make in their
productive capacity.!® But electricity ser-
vices not only matter to businesses; they
also are among the most regulated areas
of economic activity. Doing Business
measures how such regulations affect
businesses when getting a new connec-
tion. The indicators complement data on

access levels that exist outside the Doing
Business report as well as other data on
the availability and reliability of electric-
ity supply and consumption prices. The
new data allow objective comparison of
the procedures, time and cost to obtain
a new electricity connection across a
wide range of economies. Some, such as
Germany, Iceland and Thailand, perform
well: a business with moderate electricity
demand can get a connection in 40 days
or less. But in the Czech Republic it can
take 279 days, in Ukraine 309 and in the
Kyrgyz Republic 337.

Analysis of the data presented in the
annex on getting electricity sheds some
light on both bottlenecks and possible
starting points for dialogue on regulatory
reform. In 100 of 176 economies con-
nection costs are insufficiently transpar-
ent.?? Utilities present customers with
individual budgets rather than clearly
regulated capital contribution formu-
las. This reduces the accountability of
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BOX 1.3

Other World Bank indicator sets on business regulations

Women, Business and the Law (http://wbl.worldbank.org/)
Data on legal differentiation on the basis of gender in 128 economies, covering 6 areas

Investing Across Borders (http://iab.worldbank.org/)
Data on laws and regulations affecting foreign direct investment in 87 economies, covering

4 areas

Subnational Doing Business (http://www.doingbusiness.org/Subnational/)
Doing Business data comparing states and cities within economies (41 studies covering

299 cities)

World Bank Enterprise Surveys (http://www.enterprisesurveys.org/)
Business data on more than 100,000 firms in 125 economies, covering a broad range of

business environment topics

utilities that provide a critical economic
service, exposes customers to potential
abuse and might mask excessively high
utility cost structures. In many econo-
mies it is customers, not the utility, that
must take on the complex process of
coordinating clearances across multiple
government agencies, because oppor-
tunities to streamline the coordination
between the utility and other agencies
are missed. In many middle-income
economies customers also face unneces-
sarily complex procedural steps for fire
and wiring safety checks, while some
governments in Sub-Saharan Africa and
the Middle East and North Africa omit
requirements for such checks entirely.
These and other findings suggest that
many governments and regulators could
ease a critical bottleneck for businesses by
encouraging reforms around the electric-
ity connection process. Requiring more
transparency in utility connection pric-
ing and encouraging better interagency
coordination could be a start.

REFINING THE EMPLOYING WORKERS
INDICATORS

Maintaining and creating productive
jobs and businesses is a priority for
policy makers around the world, partic-
ularly in these times. Good labor regu-
lation is flexible enough to help those
currently unemployed or working in the
informal sector to obtain new jobs in
the formal sector. At the same time, it
provides adequate protections for those
already holding a job, so that their pro-
ductivity is not stifled. Finding the right

balance is no easy task.

To inform policy makers and re-
searchers, Doing Business is working to
refine the methodology for its employing
workers indicators and expand the data
set. Based on input from a consultative
group of experts and stakeholders, new
thresholds are being introduced to recog-
nize minimum levels of protection in line
with relevant conventions of the Interna-
tional Labour Organization—those for
minimum wage, paid annual leave and
the maximum number of working days
per week. This provides a framework
for balancing worker protection against
employment restrictions in the areas
covered by the indicators. In addition,
new data are being collected on regula-
tions according to length of job tenure (9
months, 1 year, 5 years and 10 years). The
annex on employing workers presents
initial findings from this work.

INITIATIVES COMPLEMENTING DOING
BUSINESS

The World Bank Group has introduced
additional benchmarking indicator sets
that complement the perspectives of
Doing Business (box 1.3). The Women,
Business and the Law database, launched
in March 2010, for the first time provides
objective measures of differential treat-
ment based on gender. Investing Across
Borders, launched in July 2010, provides
measures of business regulations from
the perspective of foreign investors.
Subnational Doing Business reports, in-
troduced in 2004, provide insights into
variations within large economies. Other

World Bank Group initiatives provide
valuable complementary data based on
a different approach. These include the
World Bank Enterprise Surveys.

As Doing Business continues to
measure and track changes to business
regulation around the world from the
perspective of local firms, these and
other data sets provide a rich base for
policy makers and researchers alike to
continually test and improve their under-
standing of what works and what does
not—and why.

1. Some 656 articles have been published
in peer-reviewed academic journals, and
about 2,060 working papers are available
through Google Scholar (http://scholar.
google.com).

2. Klapper, Lewin and Quesada Delgado
(2009). Entry rate refers to newly regis-
tered firms as a percentage of total regis-
tered firms. Business density is defined as
the number of businesses as a percent-
age of the working-age population (ages
18-65).

3. International Labour Organization (ILO)
data.

4. OECD (2004b); ILO and SERCOTEC
(2010, p. 12); South Africa, Department
of Trade and Industry (2004, p. 18);
China, State Administration for Industry
and Commerce, http://www.saic.gov
.cn/english/; and Ayyagari, Beck and
Demirgii¢-Kunt (2007).

Bedi (2009).

6. In the United Kingdom, for example,
19,077 companies were liquidated in
2009, 22.8% more than in the previous
year.

7. World Bank conference, “The Singapore
Experience: Ingredients for Successful
Nation-Wide eTransformation,” Singa-
pore, September 30, 2009.

8. Doing Business has tracked regulatory
reforms affecting businesses throughout
their life cycle—from start-up to clos-
ing—in 174 or more economies since
2005. Between 2003 and 2005 Doing
Business added 5 topics and increased
the number of economies covered from
133 to 174. For more information on the
motivation for the 5-year measure of cu-
mulative change (DB change score), see
About Doing Business. For more on how
the measure is constructed, see Data
notes.
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World Bank (2009a).

For a comprehensive literature review on
business start-up regulation as it relates
to such economic outcomes as produc-
tivity and employment, see Djankov
(2009b) and Motta, Oviedo and Santini
(2010). See also Djankov, McLiesh and
Ramalho (2006). More research can be
found on the Doing Business website
(http://www.doingbusiness.org/).

Giné and Love (2006).

Aghion and others (2008), Bruhn
(2008), Kaplan, Piedra and Seira (2007)
and Cardenas and Rozo (2009).

Amin and Ramalho (forthcoming).
Using data on a panel of about 2,100
firms in 28 economies in Eastern Europe
and Central Asia, the authors compare
changes in labor productivity over time
in reforming and nonreforming econo-
mies. The difference in the change in
labor productivity between the 2 groups
of economies is statistically significant
at less than the 5% level. Differences in
time-invariant factors such as firm com-
position or GDP per capita do not affect
the results.

International Finance Corporation, “IFC
Helps Simplify Procedures for Georgian
Businesses to Save Time and Resources,”
accessed September 20, 2010, http://
www.ifc.org/.

ILO data.
World Bank (2008).
Chhabra (2003) and Amin (2010).

Neither is included in this year’s aggre-
gate ranking on the ease of doing busi-
ness.

See, for example, Calderon and Servén
(2003), Dollar, Hallward-Driemeier and
Mengistae (2005), Reinikka and Svens-
son (1999) and Eifert (2007). Using
firm-level data, Tlimi (2008) finds that in
Eastern Europe and Central Asia elimi-
nating electricity outages could increase
GDP by 0.5-6%.

In these economies the fixed connection
fee based on publicly available fee sched-
ules represents less than 1% of the total
cost of connection.
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About Doing
Business:
measuring

for impact

Governments committed to the economic
health of their country and opportuni-
ties for its citizens focus on more than
macroeconomic conditions. They also
pay attention to the laws, regulations and
institutional arrangements that shape
daily economic activity.

The global financial crisis has
renewed interest in good rules and regu-
lation. In times of recession, effective
business regulation and institutions can
support economic adjustment. Easy
entry and exit of firms, and flexibility
in redeploying resources, make it easier
to stop doing things for which demand
has weakened and to start doing new
things. Clarification of property rights
and strengthening of market infrastruc-
ture (such as credit information and
collateral systems) can contribute to con-
fidence as investors and entrepreneurs
look to rebuild.

Until recently, however, there were
no globally available indicator sets for
monitoring such microeconomic factors
and analyzing their relevance. The first
efforts, in the 1980s, drew on percep-
tions data from expert or business sur-
veys. Such surveys are useful gauges
of economic and policy conditions. But
their reliance on perceptions and their
incomplete coverage of poor countries
constrain their usefulness for analysis.

The Doing Business project, initi-
ated 9 years ago, goes one step further. It
looks at domestic small and medium-size
companies and measures the regulations

applying to them through their life cycle.
Doing Business and the standard cost
model initially developed and applied in
the Netherlands are, for the present, the
only standard tools used across a broad
range of jurisdictions to measure the
impact of government rule-making on
the cost of doing business.!

The first Doing Business report, pub-
lished in 2003, covered 5 indicator sets
and 133 economies. This year’s report
covers 11 indicator sets and 183 econo-
mies. Nine topics are included in the
aggregate ranking on the ease of doing
business. The project has benefited from
feedback from governments, academics,
practitioners and reviewers.? The initial
goal remains: to provide an objective
basis for understanding and improving
the regulatory environment for business.

WHAT DOING BUSINESS COVERS

Doing Business provides a quantitative
measure of regulations for starting a
business, dealing with construction per-
mits, registering property, getting credit,
protecting investors, paying taxes, trad-
ing across borders, enforcing contracts
and closing a business—as they apply to
domestic small and medium-size enter-
prises. It also looks at regulations on em-
ploying workers as well as a new measure
on getting electricity.

A fundamental premise of Doing
Business is that economic activity requires
good rules. These include rules that

establish and clarify property rights and
reduce the cost of resolving disputes,
rules that increase the predictability of
economic interactions and rules that
provide contractual partners with core
protections against abuse. The objective:
regulations designed to be efficient in
their implementation, to be accessible
to all who need to use them and to be
simple in their implementation. Accord-
ingly, some Doing Business indicators
give a higher score for more regulation,
such as stricter disclosure requirements
in related-party transactions. Some give
a higher score for a simplified way of
implementing existing regulation, such
as completing business start-up formali-
ties in a one-stop shop.

The Doing Business project encom-
passes 2 types of data. The first come from
readings of laws and regulations. The sec-
ond are time and motion indicators that
measure the efficiency and complexity
in achieving a regulatory goal (such as
granting the legal identity of a business).
Within the time and motion indicators,
cost estimates are recorded from official
fee schedules where applicable.®> Here,
Doing Business builds on Hernando de
Sotos pioneering work in applying the
time and motion approach first used by
Frederick Taylor to revolutionize the pro-
duction of the Model T Ford. De Soto
used the approach in the 1980s to show
the obstacles to setting up a garment fac-
tory on the outskirts of Lima.*



WHAT DOING BUSINESS DOES
NOT COVER

Just as important as knowing what Doing
Business does is to know what it does
not do—to understand what limitations
must be kept in mind in interpreting
the data.

LIMITED IN SCOPE

Doing Business focuses on 11 topics, with

the specific aim of measuring the regula-

tion and red tape relevant to the life cycle
of a domestic small to medium-size firm.

Accordingly:

 Doing Business does not measure all
aspects of the business environment
that matter to firms or investors—or all
factors that affect competitiveness. It
doesnot, forexample, measure security,
macroeconomic stability, corruption,
the labor skills of the population, the
underlying strength of institutions
or the quality of infrastructure.’ Nor
does it focus on regulations specific to
foreign investment.

o Doing Business does not assess the
strength of the financial system or market
regulations, both important factors in
understanding some of the underlying
causes of the global financial crisis.

 Doing Business does not cover all
regulations, or all regulatory goals,
in any economy. As economies and
technology advance, more areas of
economic activity are being regulated.
For example, the European Unions
body of laws (acquis) has now grown to
no fewer than 14,500 rule sets. Doing
Business covers 11 areas of a company’s
life cycle, through 11 specific sets of
indicators. These indicator sets do
not cover all aspects of regulation in
the area of focus. For example, the
indicators on starting a business or
protecting investors do not cover all
aspects of commercial legislation. The
employing workers indicators do not
cover all areas of labor regulation. The
current indicator set does not include,
for example, measures of regulations
addressing safety at work or the
right of collective bargaining.

BASED ON STANDARDIZED

CASE SCENARIOS

Doing Business indicators are built on the
basis of standardized case scenarios with
specific assumptions, such as the busi-
ness being located in the largest business
city of the economy. Economic indicators
commonly make limiting assumptions
of this kind. Inflation statistics, for ex-
ample, are often based on prices of con-
sumer goods in a few urban areas.

Such assumptions allow global
coverage and enhance comparability. But
they come at the expense of generality.
Doing Business recognizes the limitations
of including data on only the largest busi-
ness city. Business regulation and its en-
forcement, particularly in federal states
and large economies, differ across the
country. And of course the challenges
and opportunities of the largest business
city—whether Mumbai or Sao Paulo,
Nuku’alofa or Nassau—vary greatly across
countries. Recognizing governments’ in-
terest in such variation, Doing Business
has complemented its global indicators
with subnational studies in such countries
as Brazil, China, Colombia, the Arab Re-
public of Egypt, India, Indonesia, Kenya,
Mexico, Morocco, Nigeria, Pakistan and
the Philippines.®

In areas where regulation is complex
and highly differentiated, the standard-
ized case used to construct the Doing
Business indicator needs to be carefully
defined. Where relevant, the standard-
ized case assumes a limited liability
company. This choice is in part empiri-
cal: private, limited liability companies
are the most prevalent business form in
most economies around the world. The
choice also reflects one focus of Doing
Business: expanding opportunities for
entrepreneurship. Investors are encour-
aged to venture into business when po-
tential losses are limited to their capital
participation.

FOCUSED ON THE FORMAL SECTOR

In constructing the indicators, Doing
Business assumes that entrepreneurs are
knowledgeable about all regulations in
place and comply with them. In practice,
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entrepreneurs may spend considerable
time finding out where to go and what
documents to submit. Or they may avoid
legally required procedures altogether—
by not registering for social security, for
example.

Where regulation is particularly
onerous, levels of informality are higher.
Informality comes at a cost: firms in
the informal sector typically grow more
slowly, have poorer access to credit and
employ fewer workers—and their work-
ers remain outside the protections of labor
law.” Doing Business measures one set of
factors that help explain the occurrence
of informality and give policy makers in-
sights into potential areas of reform. Gain-
ing a fuller understanding of the broader
business environment, and a broader per-
spective on policy challenges, requires
combining insights from Doing Business
with data from other sources, such as
the World Bank Enterprise Surveys.?

WHY THIS FOCUS

Doing Business functions as a kind of
cholesterol test for the regulatory envi-
ronment for domestic businesses. A cho-
lesterol test does not tell us everything
about the state of our health. But it does
measure something important for our
health. And it puts us on watch to change
behaviors in ways that will improve not
only our cholesterol rating but also our
overall health.

One way to test whether Doing Busi-
ness serves as a proxy for the broader
business environment and for com-
petitiveness is to look at correlations
between the Doing Business rankings and
other major economic benchmarks. The
indicator set closest to Doing Business in
what it measures is the OECD indicators
of product market regulation;’ the corre-
lation here is 0.72. The World Economic
Forum’s Global Competitiveness Index
and IMD’s World Competitiveness Year-
book are broader in scope, but these too
are strongly correlated with Doing Busi-
ness (0.79 and 0.64, respectively).!?

A bigger question is whether the
issues on which Doing Business focuses



14  DOING BUSINESS 2011

matter for development and poverty
reduction. The World Bank study Voices
of the Poor asked 60,000 poor people
around the world how they thought they
might escape poverty.!! The answers
were unequivocal: women and men alike
pin their hopes above all on income
from their own business or wages earned
in employment. Enabling growth—and
ensuring that poor people can participate
in its benefits—requires an environment
where new entrants with drive and good
ideas, regardless of their gender or ethnic
origin, can get started in business and
where good firms can invest and grow,
generating more jobs.

Small and medium-size enterprises
are key drivers of competition, growth
and job creation, particularly in develop-
ing countries. But in these economies up
to 80% of economic activity takes place
in the informal sector. Firms may be pre-
vented from entering the formal sector
by excessive bureaucracy and regulation.

Where regulation is burdensome
and competition limited, success tends
to depend more on whom you know
than on what you can do. But where
regulation is transparent, efficient and
implemented in a simple way, it becomes
easier for any aspiring entrepreneurs,
regardless of their connections, to oper-
ate within the rule of law and to benefit
from the opportunities and protections
that the law provides.

In this sense Doing Business values
good rules as a key to social inclusion. It
also provides a basis for studying effects
of regulations and their application. For
example, Doing Business 2004 found that
faster contract enforcement was associ-
ated with perceptions of greater judicial
fairness—suggesting that justice delayed
is justice denied.!?

In the context of the global crisis
policy makers continue to face particular
challenges. Both developed and devel-
oping economies have been seeing the
impact of the financial crisis flowing
through to the real economy, with rising
unemploymentand income loss. The fore-
most challenge for many governments is
to create new jobs and economic op-

portunities. But many have limited fiscal
space for publicly funded activities such
as infrastructure investment or for the
provision of publicly funded safety nets
and social services. Reforms aimed at
creating a better investment climate, in-
cluding reforms of business regulation,
can be beneficial for several reasons.
Flexible regulation and effective institu-
tions, including efficient processes for
starting a business and efficient insol-
vency or bankruptcy systems, can facili-
tate reallocation of labor and capital. As
businesses rebuild and start to create new
jobs, this helps to lay the groundwork for
countries’ economic recovery. And regu-
latory institutions and processes that are
streamlined and accessible can help en-
sure that as businesses rebuild, barriers
between the informal and formal sectors
are lowered, creating more opportunities
for the poor.

BENCHMARKING EXERCISE

Doing Business, in capturing some key
dimensions of regulatory regimes, has
been found useful for benchmarking.
Any benchmarking—for individuals,
firms or economies—is necessarily par-
tial: it is valid and useful if it helps
sharpen judgment, less so if it substitutes
for judgment.

Doing Business provides 2 takes on
the data it collects: it presents “absolute”
indicators for each economy for each of
the 11 regulatory topics it addresses, and
it provides rankings of economies for 9
topics, both by indicator and in aggre-
gate.”® Judgment is required in interpret-
ing these measures for any economy and
in determining a sensible and politically
feasible path for reform.

Reviewing the Doing Business rank-
ings in isolation may show unexpected
results. Some economies may rank un-
expectedly high on some indicators. And
some economies that have had rapid
growth or attracted a great deal of invest-
ment may rank lower than others that
appear to be less dynamic.

For reform-minded governments,
how much the regulatory environment for

local entrepreuneurs improves matters
more than their relative ranking. To aid in
assessing such improvements, this year’s
report presents a new metric (DB change
score) that allows economies to compare
where they are today with where they
were 5 years ago. The 5-year measure
of cumulative change shows how much
economies have reformed business regu-
lations over time (for more details, see
Data notes). This complements the yearly
ease of doing business rankings that
compare economies with one another at
a point in time.

As economies develop, they
strengthen and add to regulations to
protect investor and property rights.
Meanwhile, they find more efficient ways
to implement existing regulations and
cut outdated ones. One finding of Doing
Business: dynamic and growing econo-
mies continually reform and update their
regulations and their way of implement-
ing them, while many poor economies
still work with regulatory systems dating
to the late 1800s.

DOING BUSINESS—
A USER’S GUIDE
Quantitative data and benchmarking
can be useful in stimulating debate
about policy, both by exposing poten-
tial challenges and by identifying where
policy makers might look for lessons
and good practices. These data also pro-
vide a basis for analyzing how different
policy approaches—and different policy
reforms—contribute to desired out-
comes such as competitiveness, growth
and greater employment and incomes.
Eight years of Doing Business data
have enabled a growing body of research
on how performance on Doing Busi-
ness indicators—and reforms relevant
to those indicators—relate to desired
social and economic outcomes. Some
656 articles have been published in
peer-reviewed academic journals, and
about 2,060 working papers are available
through Google Scholar.!* Among the
findings:



o Lower barriers to start-up are
associated with a smaller informal
sector.”®

o Lower costs of entry encourage
entrepreneurship, enhance firm
productivity and reduce corruption.'®

o Simpler start-up translates into greater
employment opportunities.!”

« The quality of a country’s contracting
environment is a source of comparative
advantage in trade patterns. Countries
with good contract enforcement
specialize in industries where
relationship-specific investments are
most important.'®

o Greater information sharing through
credit bureaus is associated with
higher bank profitability and lower
bank risk."”

How do governments use Doing
Business? A common first reaction is to
ask questions about the quality and rel-
evance of the Doing Business data and
on how the results are calculated. Yet
the debate typically proceeds to a deeper
discussion exploring the relevance of
the data to the economy and areas
where business regulation reform might
make sense.

Most reformers start out by seek-
ing examples, and Doing Business helps
in this (box 2.1). For example, Saudi
Arabia used the company law of France
as a model for revising its own. Many
countries in Africa look to Mauritius—
the regions strongest performer on
Doing Business indicators—as a source
of good practices for reform. In the words
of Luis Guillermo Plata, the former
minister of commerce, industry and
tourism of Colombia,

It’s not like baking a cake where you follow
the recipe. No. We are all different. But we
can take certain things, certain key les-
sons, and apply those lessons and see how
they work in our environment.

Over the past 8 years there has been
much activity by governments in re-
forming the regulatory environment for
domestic businesses. Most reforms relat-
ing to Doing Business topics were nested

in broader programs of reform aimed
at enhancing economic competitiveness,
as in Colombia, Kenya and Liberia, for
example. In structuring their reform
programs for the business environment,
governments use multiple data sources
and indicators. And reformers respond to
many stakeholders and interest groups,
all of whom bring important issues and
concerns to the reform debate. World
Bank Group dialogue with governments
on the investment climate is designed to
encourage critical use of the data, sharp-
ening judgment, avoiding a narrow focus
on improving Doing Business rankings
and encouraging broad-based reforms
that enhance the investment climate.

METHODOLOGY AND DATA

Doing Business covers 183 economies—
including small economies and some of
the poorest countries, for which little or
no data are available in other data sets.
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The Doing Business data are based on
domestic laws and regulations as well as
administrative requirements. (For a de-
tailed explanation of the Doing Business
methodology, see Data notes.)

INFORMATION SOURCES

FOR THE DATA

Most of the indicators are based on laws
and regulations. In addition, most of the
cost indicators are backed by official fee
schedules. Doing Business respondents
both fill out written surveys and provide
references to the relevant laws, regu-
lations and fee schedules, aiding data
checking and quality assurance.

For some indicators—for example,
the indicators on dealing with construc-
tion permits, enforcing contracts and
closing a business—part of the cost
component (where fee schedules are
lacking) and the time component are
based on actual practice rather than the
law on the books. This introduces a de-

BOX 2.1
How economies have used Doing Business in regulatory reform programs

To ensure coordination of efforts across agencies, such economies as
Colombia, Rwanda and Sierra Leone have formed regulatory reform com-
mittees reporting directly to the president that use the Doing Business in-
dicators as one input to inform their programs for improving the business
environment. More than 20 other economies have formed such committees at
the interministerial level. These include India, Malaysia, Taiwan (China) and
Vietnam in East and South Asia; the Arab Republic of Egypt, Morocco, Saudi
Arabia, the Syrian Arab Republic, the United Arab Emirates and the Republic of
Yemen in the Middle East and North Africa; Georgia, Kazakhstan, the Kyrgyz Re-
public, Moldova and Tajikistan in Eastern Europe and Central Asia; Kenya, Liberia,
Malawi and Zambia in Sub-Saharan Africa; and Guatemala, Mexico and Peru in
Latin America.

Beyond the level of the economy, the Asia-Pacific Economic Cooperation (APEC)
organization uses Doing Business to identify potential areas of regulatory reform, to
champion economies that can help others improve and to set measurable targets. In
2009 APEC launched the Ease of Doing Business Action Plan with the goal of mak-
ing it 25% cheaper, faster and easier to do business in the region by 2015. Drawing
on a firm survey, planners identified 5 priority areas: starting a business, getting
credit, enforcing contracts, trading across borders and dealing with permits. The
next 2 steps: the APEC economies setting targets to measure results, and the cham-
pion economies selected, such as Japan, New Zealand and the United States, de-
veloping programs to build capacity to carry out regulatory reform in these areas.!

1. Muhamad Noor (executive director of APEC), speech delivered at ASEAN-NZ Combined Business Council breakfast meeting, Auck-
land, New Zealand, March 25, 2010, http://www.apec.org.
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gree of subjectivity. The Doing Business
approach has therefore been to work
with legal practitioners or professionals
who regularly undertake the transac-
tions involved. Following the standard
methodological approach for time and
motion studies, Doing Business breaks
down each process or transaction,
such as starting and legally operating a
business, into separate steps to ensure a
better estimate of time. The time estimate
for each step is given by practitioners
with significant and routine experience
in the transaction.

Over the past 8 years more than
11,000 professionals in 183 economies
have assisted in providing the data that
inform the Doing Business indicators.
This year’s report draws on the inputs
of more than 8,200 professionals. Table
14.1 lists the number of respondents
for each indicator set. The Doing Busi-
ness website indicates the number of
respondents for each economy and each
indicator. Respondents are professionals
or government officials who routinely
administer or advise on the legal and
regulatory requirements covered in each
Doing Business topic. Because of the focus
on legal and regulatory arrangements,
most of the respondents are lawyers. The
credit information survey is answered by
officials of the credit registry or bureau.
Freight forwarders, accountants, archi-
tects and other professionals answer the
surveys related to trading across borders,
taxes and construction permits.

The Doing Business approach to
data collection contrasts with that of
enterprise or firm surveys, which capture
often one-time perceptions and experi-
ences of businesses. A corporate lawyer
registering 100-150 businesses a year
will be more familiar with the process
than an entrepreneur, who will register
a business only once or maybe twice. A
bankruptcy judge deciding dozens of
cases a year will have more insight into
bankruptcy than a company that may
undergo the process.

DEVELOPMENT OF

THE METHODOLOGY

The methodology for calculating each
indicator is transparent, objective and
easily replicable. Leading academics col-
laborate in the development of the indi-
cators, ensuring academic rigor. Eight of
the background papers underlying the
indicators have been published in lead-
ing economic journals.

Doing Business uses a simple aver-
aging approach for weighting compo-
nent indicators and calculating rankings.
Other approaches were explored, includ-
ing using principal components and un-
observed components. They turn out to
yield results nearly identical to those of
simple averaging. The 9 sets of indicators
included in this year’s aggregate ranking
on the ease of doing business provide
sufficiently broad coverage across topics.
Therefore, the simple averaging approach
is used.

IMPROVEMENTS TO THE
METHODOLOGY AND DATA REVISIONS
The methodology has undergone contin-
ual improvement over the years. Changes
have been made mainly in response to
country suggestions. For enforcing con-
tracts, for example, the amount of the
disputed claim in the case study was
increased from 50% to 200% of income
per capita after the first year of data col-
lection, as it became clear that smaller
claims were unlikely to go to court.
Another change relates to starting a
business. The minimum capital require-
ment can be an obstacle for potential
entrepreneurs. Initially Doing Business
measured the required minimum capital
regardless of whether it had to be paid
up front or not. In many economies only
part of the minimum capital has to be
paid up front. To reflect the actual po-
tential barrier to entry, the paid-in mini-
mum capital has been used since 2004.
This year’s report includes changes
in the core methodology for one set of
indicators, those on employing workers.
With the aim of measuring the balance
between worker protection and efficient
employment regulation that favors job

creation, Doing Business has made a se-
ries of amendments to the methodol-
ogy for the employing workers indicators
over the past 3 years, including in this
year’s report. While this process has been
under way, the World Bank has removed
the employing workers indicators as a
guidepost from its Country Policy and
Institutional Assessment questionnaire
and instructed staff not to use the indica-
tors as a basis for providing policy advice
or evaluating country development pro-
grams or assistance strategies. A note to
staff issued in October 2009 outlines the
guidelines for using the indicators.?

In addition, the World Bank Group
has been working with a consultative
group—including labor lawyers, em-
ployer and employee representatives and
experts from the International Labour
Organization (ILO), the Organisation for
Economic Co-operation and Develop-
ment (OECD), civil society and the pri-
vate sector—to review the methodology
and explore future areas of research.?!
The consultative group has met several
times over the past year, and its guidance
has provided the basis for several changes
in methodology, some of which have
been implemented in this year’s report.
Because the consultative process and
consequent changes to the methodology
are not yet complete, this year’s report
does not present rankings of economies
on the employing workers indicators or
include the topic in the aggregate ranking
on the ease of doing business. But it does
present the data collected for the indica-
tors. Additional data collected on labor
regulations are available on the Doing
Business website.”?

The changes so far in the methodol-
ogy for the employing workers indicators
recognize minimum levels of protection
in line with relevant ILO conventions as
well as excessive levels of regulation that
may stifle job creation. Floors and ceil-
ings in such areas as paid annual leave,
working days per week and the minimum
wage provide a framework for balancing
worker protection against excessive re-
strictiveness in employment regulations
(see Data notes).



Doing Business also continues to
benefit from discussions with external
stakeholders, including participants in
the International Tax Dialogue, on the
survey instrument and methodology.

All changes in methodology are ex-
plained in the Data notes as well as on
the Doing Business website. In addition,
data time series for each indicator and
economy are available on the website, be-
ginning with the first year the indicator
or economy was included in the report.
To provide a comparable time series for
research, the data set is back-calculated
to adjust for changes in methodology
and any revisions in data due to correc-
tions. The website also makes available
all original data sets used for background
papers.

Information on data corrections is
providedin the Datanotes and on the web-
site. A transparent complaint procedure
allows anyone to challenge the data. If
errors are confirmed after a data veri-
fication process, they are expeditiously
corrected.

1. The standard cost model is a quantita-
tive methodology for determining the
administrative burdens that regulation
imposes on businesses. The method can
be used to measure the effect of a single
law or of selected areas of legislation or
to perform a baseline measurement of
all legislation in a country.

2. This has included a review by the World
Bank Independent Evaluation Group
(2008) as well as ongoing input from the
International Tax Dialogue.

3. Local experts in 183 economies are sur-
veyed annually to collect and update the
data. The local experts for each economy
are listed on the Doing Business website
(http://www.doingbusiness.org).

De Soto (2000).

The indicators related to trading across
borders and dealing with construction
permits and the pilot indicators on get-
ting electricity take into account limited
aspects of an economy’s infrastructure,
including the inland transport of goods
and utility connections for businesses.

6. http://www.doingbusiness.org/
Subnational/.

7. Schneider (2005).

8. http://www.enterprisesurveys.org.

9. OECD, “Indicators of Product Market
Regulation Homepage,” http://www
.oecd.org/.

10.

11.
12.
13.

14.
15.

16.

17.

18.
. Houston and others (2010).
20.
21.

22.
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The World Economic Forum’s Global
Competitiveness Report uses part of the
Doing Business data sets on starting a
business, employing workers, protect-
ing investors and getting credit (legal
rights).

Narayan and others (2000).

World Bank (2003).

This year’s report does not present rank-
ings of economies on the pilot getting
electricity indicators or the employing
workers indicators. Nor does it include
these topics in the aggregate ranking on
the ease of doing business.

http://scholar.google.com.

For example, Masatlioglu and Rigo-

lini (2008), Kaplan, Piedra and Seira
(2007), Ardagna and Lusardi (2009) and
Djankov (2009b).

For example, Alesina and others (2005),
Perotti and Volpin (2004), Klapper,
Laeven and Rajan (2006), Fisman and
Sarria-Allende (2004), Antunes and
Cavalcanti (2007), Barseghyan (2008),
Djankov and others (2010) and Klapper,
Lewin and Quesada Delgado (2009).
For example, Freund and Bolaky (2008),
Chang, Kaltani and Loayza (2009) and
Helpman, Melitz and Rubinstein (2008).

Nunn (2007).

World Bank (2009e).

For the terms of reference and com-
position of the consultative group, see
World Bank, “Doing Business Employing
Workers Indicator Consultative Group,”
http://www.doingbusiness.org.

http://www.doingbusiness.org.
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Starting a
business

Time to start a business (days)

9. Bangladesh

40 L e Who improved the most
Dealing with construction permits Time cut in starting a business?
Cost cut from from41d
Registering property $685 to $564 rom toag; 1. Peru
—_ 0, .
Getting credit 0 18% ~34% 2. Croatia
I 0. 3.
Protecting investors 2010 Kazak.hstan
Pavi Simplifying postregistration formalities pum=========- \ 4. Zambia
aying taxes and creating an online one-stop shop ! 5. Cameroon
Trading across borders 2 made start-up easier ! Mozambique
1
Enforcingcontracts | ! 7. Montenegro
Closing a business H 8. Mexico
1
i
1

Kainaz Messman, a successful young en-
trepreneur in Mumbai, says that she “grew
up in a sweet-smelling home” Her mother
ran a small confectionery business there.
Her father also worked for himself. So it
was no surprise when Kainaz started her
own business. But it was not easy. “When
I started my business I knew how to
bake cakes and little else. Suddenly I was
thrown into the deep end without a float
and had no option but to swim.”!

Starting a business always takes a
leap of faith. And governments increas-
ingly are encouraging the daring. Since
2004 policy makers in more than 75% of
the world’s economies have made it easier
for entrepreneurs to start a business in the
formal sector. Formal incorporation has
many benefits. Legal entities outlive their
founders. Resources can be pooled as

TABLE 3.1

Where is starting a business easy—
and where not?

Easiest RANK  Most difficult RANK
New Zealand 1 Iraq 174
Australia 2 Djibouti 175
Canada 3 Congo, Rep. 176
Singapore 4 Sao Tomé 177
Macedonia, FYR 5 and Principe

Hong Kong SAR, 6 Haiti 178
China Equatorial Guinea 179
Belarus 7 Eritrea 180
Georgia 8 Guinea 181
United States 9 Chad 182
Rwanda 10 Guinea-Bissau 183

Note: Rankings are the average of the economy’s rankings on the
procedures, time, cost and paid-in minimum capital for starting a
business. See Data notes for details.

Source: Doing Business database.
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several shareholders join together. Lim-
ited liability companies limit the finan-
cial liability of company owners to their
investments, so personal assets are not
put at risk. And companies have access to
services and institutions from courts to
banks as well as to new markets.

Many economies have simplified
business registration. In India women like
Kainaz can now complete many registra-
tion formalities online, including filing
incorporation documents, paying stamp
fees and registering for value added tax.
They no longer have to stand in line.

This is a good thing, because bur-
densome procedures can affect women
more than men. A study in India found
that women had to wait 37% longer than
men on average to see the same local gov-
ernment official. Another, in Bangladesh,

FIGURE 3.2
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found that government clerks seeking
“speed payments” to process applications
were more likely to target women.? In the
worst case, additional barriers such as
long, complex registration and licensing
procedures can make it impossible for
women to formalize a business. Indeed,
women typically make up a minority of
the owners of registered businesses—less
than 10% in the Democratic Republic of
Congo and about 40% in Rwanda, for
example.

Research finds that business regula-
tions affect women’s decision to become
an entrepreneur.> Many other factors
also determine whether women (and
men) become entrepreneurs, including
education level and cultural norms and
traditions. But governments can help
ensure a level playing field for all through

What are the time, cost, paid-in minimum capital and number of procedures
to get a local, limited liability company up and running?

COST
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$- NUMBER OF
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Preincorporation Registration,

incorporation

T TIME (days)

Postincorporation



TABLE 3.2

Who made starting a business easier in 2009/10—and what did they do?

Feature

Simplified registration formalities
(seal, publication, notarization, inspection,
other requirements)

Introduced or improved online procedures

Cut or simplified postregistration procedures (tax
registration, social security registration, licensing)

Created or improved one-stop shop

Abolished or reduced
minimum capital requirement

Economies

Bangladesh, Brunei Darussalam, Chile, Democratic
Republic of Congo, Croatia, Grenada, Guyana,
Haiti, India, Kazakhstan, Kenya, Kyrgyz Republic,
Lithuania, Luxembourg, Panama, Syrian Arab
Republic, Tajikistan, Zimbabwe

Brazil, Brunei Darussalam, Chile, Croatia, Ecuador,
Germany, India, Indonesia, Islamic Republic of
Iran, Italy, Malaysia, Mexico, Peru

Brazil, Cape Verde, Arab Republic of Egypt,
Montenegro, Mozambique, Peru, Philippines,
Taiwan (China)

Cameroon, FYR Macedonia, Mexico, Peru,
Slovenia, Tajikistan, Vietnam

Bulgaria, Denmark, Kazakhstan, Sweden, Syrian
Arab Republic, Ukraine, Zambia
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Some highlights

Haiti, before the earthquake, eliminated the
requirement that the office of the president or
prime minister authorize publication of company
statutes in the official gazette. Entrepreneurs can
now publish them directly in the gazette. This cut
start-up time by 90 days. Bangladesh replaced
the requirement for buying a physical stamp with
payment of stamp fees at a designated bank. It
also enhanced its electronic registration system.
Start-up time fell by 25 days.

Croatia made it possible for limited liability com-
panies to file registration applications electroni-
cally through the notary public. This cut 1 proce-
dure and 15 days from the start-up process.

The Philippines introduced a one-stop shop for
the municipal license and cut the inspection by
the mayor’s office, reducing start-up time by 15
days.

Peru created an online one-stop shop allowing
an entrepreneur to receive confirmation of busi-
ness registration and the tax registration number
at the same time. This cut 3 procedures and 14
days from start-up.

Zambia eliminated its minimum capital require-
ment. Syria reduced its requirement by two-
thirds.

Source: Doing Business database.

transparent and easily accessible regula-
tory processes.

Rich or poor, men and women
around the world seek to run and profit
from their own business. A 2007 survey
among young people in the United States
showed that 4 in 10 have started a busi-
ness or would like to someday.* With
some 550,000 small businesses created
across the country every month,’ entre-
preneurs are a powerful economic force,
contributing half the GDP and 64% of
net new jobs over the past 15 years.’
Such impacts are possible where business
registration is efficient and affordable. A
recent study using data collected from
company registries in 100 economies
over 8 years found that simple business
start-up is critical for fostering formal
entrepreneurship. Economies with smart
business registration have a higher entry
rate as well as greater business density.”

Doing Business measures the pro-
cedures, time and cost for a small to
medium-size enterprise to start up and
operate formally (figure 3.2). The number
of procedures shows how many separate

interactions an entrepreneur is required
to have with government agencies. Busi-
ness entry requirements go beyond simple
incorporation to include the registration
of a business name; tax registration; regis-
tration with statistical, social security and
pension administrations; and registration
with local authorities.®

In 2009/10, 42 economies made it
easier to start a business, with stream-
lining registration formalities the most
popular feature of business registration
reforms (table 3.2). Peru improved the
ease of starting a business the most, estab-
lishing a one-stop shop and simplifying
postregistration formalities at the district
council level. This reduced the number of
procedures to start a business by 33%, the
time by 34% and the cost by 18%.

WHAT ARE THE TRENDS?

Starting a business has become easier
across all regions of the world. In the
past 7 years Doing Business recorded
296 business registration reforms in 140
economies (figure 3.3). As a result of

these reforms, the average time to start
a company fell from 49 days to 34, and
the average cost from 86% of income per
capita to 41%.

STREAMLINED PROCEDURES
Seventy-one economies streamlined the
procedures to start a business. Of these,
some established or improved a one-stop
shop by consolidating procedures into
a single access point. But simplifying
procedures does not necessarily require
creating new institutions: 19 economies
simply merged procedural requirements
or delegated them to one agency. Georgia
merged tax registration with company
registration in 2007. Kazakhstan did the
same in 2009. Ghana, Hungary, Monte-
negro, Samoa and Singapore allow firms
to check and reserve the company name
at the time of company registration. In
Portugal, Serbia and Ukraine the registry
can now publish information about the
company registration, so companies no
longer have to arrange with a newspaper
to advertise it.

Other economies merged postregis-
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FIGURE 3.3

Sub-Saharan Africa, Eastern Europe & Central Asia most active in start-up reforms
Number of Doing Business reforms making it easier to start a business by Doing Business report year

DB2006

DB200s| DB2007 ~ DB2008

DB2009 DB2010 DB2011

Sub-Saharan 7 i
Africa
(46 economies)

Eastern Europe
& Central Asia
(25 economies)

OECD
high income

(30 economies)

Latin America
& Caribbean

(32 economies)

Middle East &
North Africa
(18 economies)

East Asia
& Pacific
(24 economies)

South Asia
(8 economies)

!
49
43
35
29

Note: A Doing Business reform is counted as 1 reform per reforming economy per year. The data sample for DB2005 (2004) includes 155

economies. Twenty-eight more were added in subsequent years.
Source: Doing Business database.

tration procedures. This makes particu-
lar sense for tax registrations. In 2006
Armenia unified tax and social security
registrations, and Liberia merged value
added and income tax registrations. In
the past year Montenegro introduced a
single form for registering with the em-
ployment bureau, health fund, pension
fund and tax administration.

PERSISTENT GAPS

Despite business entry reforms, discrep-
ancies remain among regions and in-
come groups. Entrepreneurs in OECD
high-income economies still benefit
from the fastest and least costly pro-
cesses to start a business, taking 14 days
and costing 5.34% of income per capita
on average. And OECD high-income
economies continue to improve, with 9
introducing or upgrading online proce-
dures in the past 7 years.

Compared with OECD high-income
economies, starting a business takes 4
times as long on average in Latin America
and the Caribbean—and costs 18 times
as much (relative to income per capita)
in Sub-Saharan Africa. Entrepreneurs
in Sub-Saharan Africa also continue to

face the highest paid-in minimum capi-
tal requirements, 146% of income per
capita on average. By contrast, entre-
preneurs in two-thirds of economies in
Latin America and the Caribbean face no
such requirements.

MANY ONE-STOP SHOPS IN EASTERN
EUROPE AND CENTRAL ASIA

Economies in Eastern Europe and Cen-
tral Asia were the most active in easing
business start-up over the past 7 years,
with 93% introducing improvements.
More one-stop shops have been estab-
lished in this region than in any other. In
2002 the Russian Federation integrated
several registers under one function,’
freeing entrepreneurs from having to
visit separate agencies involved in busi-
ness start-up. Since then 19 other econo-
mies in the region, including Azerbaijan,
Belarus, the former Yugoslav Republic
of Macedonia, Serbia and Ukraine, have
adopted similar approaches. The changes
in the region since 2005 reduced the
average number of procedures by 4, the
time by 21 days and the cost by 8.8% of
income per capita.

BIG CUTS IN PAID-IN MINIMUM CAPITAL
Thirty-nine economies around the world
reduced or abolished their minimum
capital requirement in the past 7 years.
Local entrepreneurs in the Middle East
and North Africa benefited the most.
The average paid-in minimum capital
requirement in the region dropped from
a record 847% of income per capita in
2005 to 104% in 2010 (figure 3.4).

Economiesin the region also stream-
lined processes by introducing new tech-
nologies, particularly since 2008. Com-
pared with other regions, however, the
use of e-services is still low.

WHAT HAS WORKED?

Policy makers can encourage entre-
preneurs to “take the plunge” by mak-
ing start-up fast, easy and inexpensive.
Among the most common measures have
been creating a single interface, reducing
or abolishing minimum capital require-
ments and adopting technology.

MAKING IT SIMPLE: ONE INTERFACE
Businesses created what might have been
one of the world’s first one-stop shops
150 years ago, when the first department
store, Le Bon Marché, opened its doors
in Paris. The public loved the conve-
nience of one-stop shopping. Achieving
this kind of convenience has been among
the main motivations for governments
that have adopted this concept for busi-
nesses since the 1980s.

Today 72 economies around the
world have some kind of one-stop shop
for business registration, including the
50 that established or enhanced one in
the past 7 years (table 3.3). It is not
surprising that such setups are popular.
They do not necessarily require legal
changes. And entrepreneurs and govern-
ments alike often see immediate benefits.
The coordination among government
agencies eliminates the need for entre-
preneurs to visit each agency separately,
often to file similar or even identical
information—yet maintains regulatory
checks. In 2006 FYR Macedonia estab-
lished a central registry allowing entre-



FIGURE 3.4

Minimum capital reduced the most in the Middle East and North Africa

Regional averages in starting a business

Procedures (number)

OECD high income OECD high income

Eastern Europe & Central Asia [ N R RNRBG Eastern Europe & Central Asia
South Asia South Asia

East Asia & Pacific [ NNRNREREREEEY] : East Asia & Pacific

Middle East & North Africa 8 11 Middle East & North Africa

Sub-saharan Africa | T T

Latin America & Caribbean

Sub-Saharan Africa

9. 10 Latin America & Caribbean

Cost (% of income per capita)

OECD high income - 53 8.2
Eastern Europe & Central Asia KBRS

South Asia 24.50 41.1

Sub-Saharan Africa mm

East Asia & Pacific 27.1 49.6
Middle East & North Africa 38.0 67.8
Latin America & Caribbean 36.2 58.4
40.7

OECD high income

Eastern Europe & Central Asia
South Asia

East Asia & Pacific

Middle East & North Africa
Sub-Saharan Africa

Latin America & Caribbean

STARTING A BUSINESS

21

DB2011 DB2006
\J \{

I
2010
global
average

Time (days)
14 | 22
6 37
5
5
2

o
N
w
w W
v b
~
e

5 62
57 74
34

Paid-in minimum capital (% of income per capita)

153 46,0
B 23 582
Bl | 220 248

|

145.7
W6 150
59.6

280.5
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for a total of 183 economies.
Source: Doing Business database.

preneurs to complete company, tax and
statistics registrations; open a company
bank account; and publish the notice of
the company’s formation on the registry’s
website. In the past year it streamlined
the process even more by adding regis-
tration with the social fund. One-stop
shops in economies as diverse as El Sal-
vador and Mali offer similar services.
Single interfaces not only save time
and money; they also increase transpar-
ency. In Indonesia a new one-stop shop
for business permits opened recently in
Solo (formally known as Surakarta).!?
Civil servants sit in full view behind open
counters. There is no opportunity to seek
“speed money.” A flat fee of 5,000 rupiah
replaced a fee schedule ranging from

TABLE 3.3

25,000 to 100,000 rupiah, further reduc-
ing discretion. In Jakarta work is under
way to set up a one-stop shop that will in-
clude business registration and licensing
for small and medium-size enterprises.
Zambia implemented a one-stop shop
like the one Jakarta is setting up.

While some one-stop shops are
solely for business registration, others
carry out many integrated functions,
such as postregistration formalities.
Some of these are virtual; others are
physical, with one or more windows.
In the 72 economies that have one-stop
shops offering at least one service besides
business registration, start-up is more
than twice as fast as in those without
such services (figure 3.5).

Good practices around the world in making it easy to start a business

Practice Economies® Examples

Cape Verde, FYR Macedonia, Maldives, New Zealand, Puerto

Rico, Saudi Arabia, Singapore

Putting procedures online 105
Having no minimum capital 80
requirement Vietnam
Having a one-stop shop 72

Rwanda

a. Among 183 economies surveyed.
Source: Doing Business database; World Bank (2009f).

Bangladesh, Belarus, Canada, Colombia, Mauritius, Tunisia,

Afghanistan, Azerbaijan, Italy, Jordan, Peru, Philippines,

One-stop shops are starting to ex-
pand beyond business registration for-
malities. In Tbilisi, Georgia, a public
service center assists entrepreneurs not
only with business licenses and permits
but also with investment, privatization
procedures, tourism-related issues and
state-owned property management. Ac-
cording to a firm survey in 2008, senior
managers in Georgia spend only 2%
of their time dealing with regulatory
requirements—and 92% of firms report
spending less than 10% of their time on
such requirements.!! By saving time,
Georgian entrepreneurs save money too.
Another survey, in 2009, found that the
service centers simplified procedures
helped businesses save an average of
3.25% of profits that year. For all busi-
nesses served, this amounted to direct
and indirect savings of $7.2 million.'?

Economies with established one-
stop shops are inspiring others to fol-
low their lead. Portugal’s one-stop shop,
Empresa no dia (company in a day), was
the inspiration for Uruguays similarly
named Empresa en el dia.
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FIGURE 3.5

Economies with a one-stop shop make starting a business easier

Procedures and time by type of one-stop shop
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Source: Doing Business database.

REDUCING OR ELIMINATING
MINIMUM CAPITAL

The minimum capital requirement dates
to the 18th century. Yet today 103 econo-
mies still require entrepreneurs to put up
a set amount of capital before even start-
ing registration formalities. Such require-
ments are intended to protect investors
and creditors. But they have not proved
to be effective. In 71% of the economies
requiring paid-in capital, the capital can
be withdrawn immediately after incor-
poration. So entrepreneurs often simply
borrow the money. “It even created a
new market,” explains an official from the
United Arab Emirates. “Entrepreneurs
would pay $20 just to borrow the required
money for one day. A much higher inter-
est rate than anyone would ever receive
from a bank” Moreover, fixed require-
ments do not account for differences in
firms’ credit and investment risk.
Minimum capital requirements can
also have counterproductive effects. Re-
cent research suggests that they lower
entrepreneurship rates across the 39
economies studied.'3 Not surprisingly, the
economies that originally introduced the
requirement have long since removed it.
Some economies have found other
ways to protect investors and creditors,
particularly in the case of limited liability
companies. Hong Kong SAR (China) out-
lines provisions on solvency safeguards
in its company act. Mauritius conducts
solvency tests. Taiwan (China) requires
an audit report showing that the amount

a company has invested is enough to
cover its establishment cost.

The reduction or elimination of
minimum capital requirements in sev-
eral economies was followed by a jump
in initial registrations. In the year after
Jordan reduced its requirement f