The choice of indicators for Doing
Business has been guided by
economic research and firm-level
data.

Doing Business captures several
important dimensions of the
regulatory environment as it applies
to local firms.

In constructing the indicators Doing
Business uses 2 types of data—data
that come from readings of laws
and regulations and data that
measure the complexity and cost of
regulatory processes.

The indicators are developed
around standardized case scenarios
with specific assumptions. One
such assumption is the location of a
business in the largest business city
of the economy.

The objective of Doing Business:
regulations designed to be efficient,
accessible to all who use them and
simple in their implementation.
Over the past 11 years more

than 25,000 professionals in

189 economies have assisted in
providing the data that inform the
Doing Business indicators.

Sound business regulations are important
for a thriving private sector—and a thriv-
ing private sector is important for overall
development. In the developing world
the private sector is the largest employ-
er, providing an estimated 90% of jobs'
Having the right business regulations and
related institutions is therefore essential
for the health of an economy.?

This is the 11th Doing Business report.
Before the first report was produced, in
2003, few measures of business reg-
ulations existed, and even fewer that
were globally comparable. Earlier ef-
forts from the 1980s and 1990s drew
on perceptions data. These expert or
business surveys focused on broad as-
pects of the business environment and
often captured the experiences of busi-
nesses. These surveys often lacked the
specificity and cross-country compara-
bility that Doing Business provides—by
focusing on well-defined transactions,
laws and institutions rather than generic,
perceptions-based questions on the busi-
ness environment.

Doing Business measures business regula-
tions for local firms. The project focuses
on small and medium-size companies
operating in the largest business city of
an economy. Based on standardized case
studies, it presents quantitative indica-
tors on the regulations that apply to firms
at different stages of their life cycle. The
results for each economy can be bench-
marked to those for 188 other economies
and over time.

De jure rules, such as those that are the
focus of Doing Business, can be measured
in a standardized way and are directly
amenable to policy reforms. But these
measures may not reflect the de facto ex-
periences of firms. Data collected through

firm-level surveys can better measure
actual experiences. Over the years the
choice of indicators for Doing Business
has therefore been guided by economic
research and firm-level data, in particular
from the World Bank Enterprise Surveys.
These surveys provide data highlighting
the main obstacles to business activi-
ty as reported by entrepreneurs in more
than 120 economies. Among the factors
that the surveys have identified as im-
portant to businesses have been access
to finance and electricity—inspiring the
design of the Doing Business indicators on
getting credit and getting electricity.

The design of the Doing Business indi-
cators has also drawn on theoretical in-
sights gleaned from extensive research
literature. One early inspiration was a
background paper for the World Bank's
World Development Report 2002: Building
Institutions for Markets, which created an
index measuring the efficiency of judicial
systems.® This paper contributed to a
new stream of research literature in law
and economics. The background papers
developing the methodology for each of
the Doing Business indicator sets are part
of this research stream.* These papers es-
tablished the importance of the rules and
regulations that Doing Business measures
for such economic outcomes as trade
volumes, foreign direct investment, mar-
ket capitalization in stock exchanges and
private credit as a percentage of GDP.

Rules and regulations are under the di-
rect control of policy makers—and policy
makers intending to change the set of
incentives under which businesses op-
erate will often start by changing rules
and regulations that have an impact on
firm behavior. Doing Business goes beyond
identifying an existing problem in the reg-
ulatory framework and points to specific



regulations or regulatory procedures that
may lend themselves to regulatory re-
form. And its quantitative measures of
business regulations enable research on
how specific regulations affect firm be-
havior and economic outcomes.

The first Doing Business report covered 5
topics and 133 economies. This year's re-
port covers 11 topics and 189 economies.
Ten topics are included in both the aggre-
gate ranking on the ease of doing business
and the distance to frontier measure.® The
Doing Business methodology makes it pos-
sible to update the indicators in a relative-
ly inexpensive and replicable way.

The project has benefited from feed-
back from governments, academics,
practitioners and independent review-
ers—most recently an independent panel
appointed by the president of the World
Bank Group. The panel's recommenda-
tions came too late for significant chang-
es to this year's report, but the project
will explore options for improvement in
coming editions. To this end, operation-
al oversight for the project will be moved
to the Development Economics Vice
Presidency of the World Bank Group,
to strengthen synergies between Doing
Business and other World Bank Group
flagship reports. The initial goal remains:
to provide an objective basis for under-
standing and improving the regulatory
environment for business.

WHAT DOING BUSINESS COVERS

Doing Business captures several important
dimensions of the regulatory environment
as it applies to local firms. It provides
guantitative measures of regulations for
starting a business, dealing with con-
struction permits, getting electricity, reg-
istering property, getting credit, protect-
ing investors, paying taxes, trading across
borders, enforcing contracts and resolving
insolvency. Doing Business also measures
regulations on employing workers.

This year's report does not present rank-
ings of economies on the employing
workers indicators or include the topic in
the aggregate ranking on the ease of do-
ing business. It does present the data on
the employing workers indicators. Addi-
tional data on labor regulations collected
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in 189 economies are available on the Do-
ing Business website.®

An emphasis on smart regulations
Doing Business is not about eliminating
the role of the state from private sector
development. On the contrary, Doing
Business recognizes that the state has a
fundamental role in private sector devel-
opment. A key premise of Doing Business
is that economic activity requires good
rules. These include rules that establish
and clarify property rights, reduce the
cost of resolving disputes, increase the
predictability of economic interactions
and provide contractual partners with
core protections against abuse. The ob-
jective is to have regulations designed
to be efficient, accessible to all who use
them and simple in their implementation.

Accordingly, some Doing Business indi-
cators give a higher score for better and
more developed regulation, as the pro-
tecting investors indicators do for stricter
disclosure requirements for related-party
transactions. Other indicators, such as
those on dealing with construction per-
mits, automatically assign the lowest
score to economies that have no reg-
ulations in the area measured or do not
apply their regulations (considered "no
practice” economies), penalizing them for
lacking appropriate regulation. Still others
give a higher score for a simplified way
of applying regulation with lower com-
pliance costs for firms—as the starting
a business indicators do, for example, if
firms can comply with business start-up
formalities in a one-stop shop or through
a single online filing portal. And finally,
some indicators recognize economies
that apply a risk-based approach to regu-
lation as a way to address environmental
and social concerns—that is, by imposing
greater regulatory requirements on activ-
ities that pose a higher risk to the popu-
lation and lesser regulatory requirements
on lower-risk activities.

Among the 30 economies ranking high-
est on the ease of doing business, a sub-
stantial  number—Canada, Denmark,
Germany, Japan, the Republic of Korea,
New Zealand, Norway, Sweden—come
from a tradition of the government having
quite a prominent presence in the econo-
my, including through setting out rules to

regulate different aspects of private sector
activity. Yet all these economies perform
well not only on the Doing Business indi-
cators but also in other international data
sets capturing dimensions of competitive-
ness. The economies performing best in
the Doing Business rankings therefore are
not those with no regulation but those
whose governments have managed to cre-
ate rules that facilitate interactions in the
marketplace without needlessly hindering
the development of the private sector. Ulti-
mately, Doing Business is about smart reg-
ulations, and these can be provided only
by a well-functioning state (figure 2.1).

Two types of data

In constructing the indicators the Doing
Business project uses 2 types of data. The
first comes from readings of laws and
regulations in each economy. The Doing
Business team, in collaboration with local
expert respondents, examines the com-
pany law to find, for example, the disclo-
sure requirements for related-party trans-
actions. It reads the civil law to find the
number of procedures necessary to re-
solve a commercial sale dispute through
local courts. It reviews the labor code to
find data on a range of issues concern-
ing employer-employee relations. And it
plumbs other legal instruments for other
key pieces of data used in the indicators,
several of which have a large legal dimen-
sion. Indeed, about three-quarters of the

FIGURE 2.1 How does Doing Business
define SMART business
regulations?
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data used in Doing Business are of this
type and are easily verifiable against the
law. The local expert respondents play a
vital role in corroborating the Doing Busi-
ness team'’s understanding and interpre-
tation of rules and laws.

Data of the second type serve as inputs
into indicators on the complexity and cost
of regulatory processes. These indicators
measure the efficiency in achieving a reg-
ulatory goal, such as the number of pro-
cedures to obtain a building permit or the
time taken to grant legal identity to a busi-
ness. In this group of indicators cost esti-
mates are recorded from official fee sched-
ules where applicable. Time estimates
often involve an element of judgment by
respondents who routinely administer the
relevant regulations or undertake the rel-
evant transactions. To construct the time
indicators, a regulatory process such as
starting a business is broken down into
clearly defined steps and procedures (for
more details, see the discussion on meth-
odology in this chapter). In constructing
the starting a business indicators Doing
Business builds on Hernando de Soto's pi-
oneering work in applying the time-and-
motion approach in the 1980s to show the
obstacles to setting up a garment factory
on the outskirts of Lima.”

In developing the data of this second type,
the Doing Business team conducts several
rounds of interaction with the expert re-
spondents—through conference calls,
written correspondence and visits by the
team—until there is convergence on the
final answer.® For data of the first type, be-
cause they are based on the law, there is
less need for convergence and for a larger
sample of experts to ensure accuracy.

WHAT DOING BUSINESS DOES
NOT COVER

The Doing Business data have key limita-
tions that should be kept in mind by those
who use them.

Limited in scope
The Doing Business indicators are limited
in scope. In particular:

= Doing Business does not measure the
full range of factors, policies and in-

stitutions that affect the quality of the
business environment in an econo-
my or its national competitiveness.
It does not, for example, capture as-
pects of security, the prevalence of
bribery and corruption, market size,
macroeconomic stability (including
whether the government manages its
public finances in a sustainable way),
the state of the financial system, the
state of the rental or resale property
market or the level of training and
skills of the labor force.

= Even within the relatively small set of
indicators included in Doing Business,
the focus is deliberately narrow. The
getting electricity indicators, for ex-
ample, capture the procedures, time
and cost involved for a business to
obtain a permanent electricity con-
nection to supply a standardized
warehouse, but they do not attempt
to measure the reliability of the elec-
tricity supply itself. Through these in-
dicators Doing Business thus provides
a narrow perspective on the range of
infrastructure challenges that firms
face, particularly in the developing
world. It does not address the extent
to which inadequate roads, rail, ports
and communications may add to
firms' costs and undermine compet-
itiveness (except to the extent that
the quality of ports and roads is mea-
sured through the trading across bor-
ders indicators). Doing Business cov-

ers 11 areas of a company's life cycle,
through 11 specific sets of indicators
(table 2.1). Similar to the indicators on
getting electricity, those on starting a
business or protecting investors do
not cover all aspects of commercial
legislation. And those on employing
workers do not cover all areas of la-
bor regulation; for example, they do
not measure regulations addressing
health and safety issues at work or
the right of collective bargaining.

= Doing Business does not attempt to
measure all costs and benefits of a
particular law or regulation to society
as a whole. The paying taxes indica-
tors, for example, measure the total
tax rate, which in isolation is a cost
to businesses. The indicators do not
measure, nor are they intended to
measure, the benefits of the social and
economic programs funded through
tax revenues. Measuring business
laws and regulations provides one in-
put into the debate on the regulatory
burden associated with achieving reg-
ulatory objectives. Those objectives
can differ across economies. Doing
Business provides a starting point for
this discussion.

Limited to standardized case
scenarios

A key consideration for the Doing Busi-
ness indicators is that they should ensure

TABLE 2.1 Doing Business—benchmarking 11 areas of business regulation

Complexity and cost of regulatory processes
Starting a business

Dealing with construction permits
Getting electricity

Registering property

Paying taxes

Trading across borders

Strength of legal institutions
Getting credit

Protecting investors

Enforcing contracts

Resolving insolvency

Employing workers

Procedures, time, cost and paid-in minimum capital requirement
Procedures, time and cost

Procedures, time and cost

Procedures, time and cost

Payments, time and total tax rate

Documents, time and cost

Movable collateral laws and credit information systems
Disclosure and liability in related-party transactions
Procedures, time and cost to resolve a commercial dispute
Time, cost, outcome and recovery rate

Flexibility in the regulation of employment

Note: The employing workers indicators are not included in this year's ranking on the ease of doing business nor
in the calculation of distance to frontier or any data on the strength of legal institutions included in figures in the

report.



comparability of the data across a glob-
al set of economies. The indicators are
therefore developed around standardized
case scenarios with specific assumptions.
One such assumption is the location of a
notional business—the subject of the
Doing Business case study—in the largest
business city of the economy. The reali-
ty is that business regulations and their
enforcement very often differ within a
country, particularly in federal states and
large economies. But gathering data for
every relevant jurisdiction in each of the
189 economies covered by Doing Business
would be far too costly.

Doing Business recognizes the limitations
of the standardized case scenarios and
assumptions. But while such assump-
tions come at the expense of generality,
they also help ensure the comparability of
data. For this reason it is common to see
limiting assumptions of this kind in eco-
nomic indicators. Inflation statistics, for
example, are often based on prices of a set
of consumer goods in a few urban areas,
since collecting nationally representative
price data at high frequencies would be
prohibitively costly in many countries. To
capture regional variation in the business
environment within economies, Doing
Business has complemented its global in-
dicators with subnational studies in some
economies where resources and interest
have come together (box 2.1).

Some Doing Business topics include com-
plex areas, and so it is important that the
standardized cases are carefully defined.
For example, the standardized case sce-
nario usually involves a limited liability
company or its legal equivalent. The con-
siderations in defining this assumption
are twofold. First, private limited liabili-
ty companies are, empirically, the most
prevalent business form for firms with
more than one owner in many economies
around the world. Second, this choice re-
flects the focus of Doing Business on ex-
panding opportunities for entrepreneur-
ship: investors are encouraged to venture
into business when potential losses are
limited to their capital participation.

Limited to the formal sector

The Doing Business indicators assume
that entrepreneurs have knowledge of
and comply with applicable regulations.

ABOUT DOING BUSINESS: MEASURING FOR IMPACT

BOX 2.1 Comparing regulations at the local level: Subnational
Doing Business

Subnational Doing Business expands the Doing Business analysis beyond the largest
business city of an economy. It captures differences in regulations or in the im-
plementation of national laws across locations within an economy (as in India)
or a region (as in South East Europe). Projects are undertaken at the request of
governments.

Subnational Doing Business produces disaggregated data on business regulations
in locations where information has been nonexistent or where national data are
insufficient to fully assess the regulatory environment. But it is more than a data
collection exercise. Subnational Doing Business has proved to be a strong motivator
for regulatory reform:

= Subnational Doing Business involves multiple interactions with government part-
ners at national, regional and municipal levels, resulting in local ownership and
capacity building.

* The data produced are comparable across locations within the economy and
internationally, enabling locations to benchmark their results both locally and
globally. Comparisons of locations that are within the same economy and
therefore share the same legal and regulatory framework can be revealing: local
officials find it hard to explain why doing business is more difficult in their juris-
diction than in a neighboring one.

= Pointing out good practices that exist in some locations but not others in an
economy helps policy makers recognize the potential for achieving a regula-
tory performance far better than that suggested by the ranking captured in the
global Doing Business report. This can prompt discussions of regulatory reform
across different levels of government, providing opportunities for local govern-
ments and agencies to learn from one another.

» Subnational Doing Business indicators are actionable, because most of the areas
measured are within governments’ mandate. In addition, the reports provide
policy recommendations and examples of good practice that are easy to repli-
cate because of the shared legal traditions and institutions.

Since 2005 subnational reports have covered 355 cities in 55 economies, includ-
ing Brazil, China, India, Kenya, Morocco, Pakistan and the Philippines.? This year
subnational studies were completed in Colombia and Italy, and a report covering
one data set was produced for Hargeisa (Somaliland). Studies are ongoing in 15
cities and 3 ports in the Arab Republic of Egypt, in 31 states and the Federal Dis-
trict in Mexico and in 36 states and the Federal Capital Territory in Nigeria. In
addition, 2 regional reports were published this year:

» Doing Business in the g7+, comparing business regulations in economies of the
g7+ group—Afghanistan, Burundi, the Central African Republic, Chad, the Co-
moros, the Democratic Republic of Congo, Cote d'lvoire, Guinea, Guinea-Bis-
sau, Haiti, Liberia, Papua New Guinea, Sierra Leone, the Solomon Islands, South
Sudan, Timor-Leste and Togo.” The g7+ group is a country-owned and coun-
try-led global mechanism established in April 2010 to monitor, report and draw
attention to the unique challenges faced by fragile states.

= Doing Business in the East African Community, covering Burundi, Kenya, Rwanda,
Tanzania and Uganda.

a. Subnational reports are available on the Doing Business website at http:/www.
doingbusiness.org/subnational.
b. Doing Business does not collect data for Somalia, also a member of the g7+ group.
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In practice, entrepreneurs may not know
what needs to be done or how to comply,
and may lose considerable time in trying
to find out. Or they may deliberately avoid
compliance altogether—by not registering
for social security, for example. Where
regulation is particularly onerous, levels of
informality tend to be higher.® Compared
with their formal sector counterparts,
firms in the informal sector typically grow
more slowly, have poorer access to cred-
it and employ fewer workers—and these
workers remain outside the protections
of labor law.® Firms in the informal sector
are also less likely to pay taxes.

Doing Business measures one set of factors
that help explain the occurrence of infor-
mality and give policy makers insights into
potential areas of regulatory reform. Gain-
ing a fuller understanding of the broader
business environment, and a broader
perspective on policy challenges, requires
combining insights from Doing Business
with data from other sources, such as the
World Bank Enterprise Surveys."

WHY THIS FOCUS?

Why does Doing Business focus on the
regulatory environment for small and me-
dium-size enterprises? These enterprises
are key drivers of competition, growth and
job creation, particularly in developing
economies. But in these economies up to
65% of output is produced in the informal
sector, often because of excessive bureau-
cracy and regulation—and in the informal
sector firms lack access to the opportuni-
ties and protections that the law provides.
Even firms operating in the formal sector
might not all have equal access to these
opportunities and protections.

Where regulation is burdensome and
competition limited, success tends to
depend on whom one knows. But where
regulation is transparent, efficient and
implemented in a simple way, it be-
comes easier for aspiring entrepreneurs
to compete on an equal footing and to
innovate and expand. In this sense Do-
ing Business values good rules as a key to
social inclusion. Enabling growth—and
ensuring that all people, regardless of
income level, can participate in its ben-
efits—requires an environment where
new entrants with drive and good ideas

FIGURE 2.2 A strong correlation between Doing Business rankings and World Economic
Forum rankings on global competitiveness
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can get started in business and where
good firms can invest and grow, thereby
creating more jobs.

Doing Business functions as a barometer
of the regulatory environment for domes-
tic businesses. To use a medical analogy,
Doing Business is similar to a cholesterol
test. A cholesterol test does not tell us
everything about our health. But our cho-
lesterol level is easier to measure than
our overall health, and the test provides
us with important information, warning
us when we need to adjust our behavior.
Similarly, Doing Business does not tell us
everything we need to know about the
regulatory environment for domestic
businesses. But its indicators cover as-
pects that are more easily measured than
the entire regulatory environment, and
they provide important information about
where change is needed.

To test whether Doing Business serves as
a proxy for the broader business environ-
ment and for competitiveness, one ap-
proach is to look at correlations between
the Doing Business rankings and other
major economic benchmarks. Closest
to Doing Business in what it measures is
the set of indicators on product market
regulation compiled by the Organisation
for Economic Co-operation and Develop-
ment (OECD). These indicators are de-
signed to help assess the extent to which
the regulatory environment promotes or
inhibits competition. They include mea-
sures of the extent of price controls, the
licensing and permit system, the degree
of simplification of rules and procedures,
the administrative burdens and legal and

regulatory barriers, the prevalence of dis-
criminatory procedures and the degree
of government control over business
enterprises.” These indicators—for the
39 countries that are covered, several of
them large emerging markets—are cor-
related with the Doing Business rankings
(the correlation here is 0.49).

There is a high correlation (0.84) be-
tween the Doing Business rankings and the
rankings on the World Economic Forum'’s
Global Competitiveness Index, a much
broader measure capturing such factors
as macroeconomic stability, aspects of
human capital, the soundness of public
institutions and the sophistication of the
business community (figure 2.2)."* For
several of these factors the Global Com-
petitiveness Index uses data collected by
other organizations. For others it uses pri-
mary data, collected through surveys of
the business community's perceptions of
the business environment." Self-reported
experiences with business regulations,
such as those captured by the Global
Competitiveness Index, often vary much
more within economies (across respon-
dents in the same economy) than across
economies, suggesting that different
firms experience the same regulatory en-
vironment in very different ways.”

DOING BUSINESS AS A
BENCHMARKING EXERCISE

By capturing key dimensions of regula-
tory regimes, Doing Business provides a
rich opportunity for benchmarking. Such
a benchmarking exercise is necessarily



incomplete, just as the Doing Business
data are limited in scope. It is useful when
it aids judgment, but not when it sup-
plants judgment.

Since 2006 Doing Business has sought to
provide 2 perspectives on the data that
it collects: it presents “absolute” indi-
cators for each economy for 10 of the 11
regulatory topics that it addresses, and it
provides rankings of economies for these
10 topics, by topic and also in the aggre-
gate. Judgment is required in interpreting
these measures for any economy and in
determining an economically sensible
and politically feasible path for regulatory
reform.

Reviewing the Doing Business rankings
in isolation may reveal unexpected re-
sults. Some economies may rank un-
expectedly high on some topics. And
some economies that have had rapid
growth or attracted a great deal of in-
vestment may rank lower than others
that appear to be less dynamic. As
economies develop, they may add to
or improve on regulations that protect
investor and property rights. Many also
tend to streamline existing regulations
and prune outdated ones. One finding
of Doing Business is that dynamic and
growing economies continually reform
and update their business regulations
and the implementation of those regu-
lations, while many poor economies still
work with regulatory systems dating to
the late 1800s.

For reform-minded governments, how
much the regulatory environment for lo-
cal entrepreneurs improves in an absolute
sense matters far more than their econo-
my's ranking relative to other economies.
To aid in assessing the absolute level of
regulatory performance and how it im-
proves over time, this year's report again
presents the distance to frontier mea-
sure. This measure shows the distance
of each economy to the “frontier,” which
represents the highest performance ob-
served on each of the indicators across
all economies included in Doing Business
since 2003.

At any point in time the distance to
frontier measure shows how far an
economy is from the highest perfor-
mance. And comparing an economy's
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score at 2 points in time allows users to
assess the absolute change over time
in the economy’s regulatory environ-
ment as measured by Doing Business,
rather than simply the change in the
economy'’s performance relative to oth-
ers. In this way the distance to frontier
measure complements the yearly ease
of doing business ranking, which com-
pares economies with one another at a
point in time.

Doing Business uses a simple averaging
approach for weighting component indi-
cators and calculating rankings and the
distance to frontier measure. Other ap-
proaches were explored, including using
principal components and unobserved
components.’® They turn out to yield re-
sults nearly identical to those of simple
averaging. In the absence of a strong
theoretical framework that assigns dif-
ferent weights to the topics covered for
the 189 economies by Doing Business,
the simplest method is used: weighting
all topics equally and, within each topic,
giving equal weight to each of the topic
components.”

Each topic covered by Doing Business re-
lates to a different aspect of the business
regulatory environment. The rankings of
each economy vary, often substantially,
across topics, indicating that strong per-
formance by an economy in one area of
regulation can coexist with weak perfor-
mance in another. A quick way to assess
the variability of an economy's regulatory
performance across the different areas
is to look at the topic rankings (see the
country tables). Guatemala, for example,
stands at 79 in the overall ease of doing
business ranking. Its ranking is 13 on the
ease of getting credit, 23 on the ease of
registering property and 34 on the ease
of getting electricity. At the same time, it
has a ranking of 116 on the ease of trading
across borders, 145 on the ease of start-
ing a business and 157 on the strength of
investor protections (see figure 1.3 in the
overview).

HOW GOVERNMENTS USE
DOING BUSINESS

Doing Business offers policy makers a
benchmarking tool useful in stimulating
policy debate, both by exposing potential

challenges and by identifying good prac-
tices and lessons learned. Despite the
narrow focus of the indicators, the initial
debate in an economy on the results they
highlight typically turns into a deeper dis-
cussion on their relevance to the econo-
my and on areas where business regu-
latory reform is needed, including areas
well beyond those measured by Doing
Business.

Part of a broad approach to policy
reform

Many of the Doing Business indicators can
be considered “actionable.” For example,
governments have direct control over the
minimum capital requirement for new
firms. They can invest in company and
property registries to increase the effi-
ciency of these public agencies. They can
improve the efficiency of tax administra-
tion by adopting the latest technologies
to facilitate the preparation, filing and pay-
ment of taxes by the business community.
And they can undertake court reforms to
shorten delays in the enforcement of con-
tracts. But some Doing Business indicators
capture procedures, time and costs that
involve private sector participants, such as
lawyers, notaries, architects, electricians
or freight forwarders. Governments may
have little influence in the short run over
the fees these professions charge, though
much can be achieved by strengthening
professional licensing regimes and pre-
venting anticompetitive behavior. And
governments have no control over the geo-
graphic location of their economy, a factor
that can adversely affect businesses.

While Doing Business indicators are ac-
tionable, this does not necessarily mean
that they are all "action-worthy” in a
particular context. Business regulatory
reforms are one element of a strategy
aimed at improving competitiveness
and establishing a solid foundation for
sustainable economic growth. There are
many other important goals to pursue—
such as effective management of public
finances, adequate attention to education
and training, adoption of the latest tech-
nologies to boost economic productivity
and the quality of public services, and
appropriate regard for air and water qual-
ity to safeguard people’s health. Govern-
ments have to decide what set of priori-
ties best fits the needs they face. To say
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that governments should work toward
a sensible set of rules for private sector
activity (as embodied, for example, in the
Doing Business indicators) does not sug-
gest that doing so should come at the ex-
pense of other worthy policy goals.

There is no evidence that Doing Business
reforms are crowding out reforms in other
areas, such as in fiscal policy or in health
and education. Indeed, governments are
increasingly recognizing that improving
competitiveness and creating a better
climate for private sector activity requires
actions across a broad front, addressing
factors and policies that extend well be-
yond those captured by the Doing Busi-
ness indicators.

Over several years of engaging with au-
thorities in a large number of economies,
the Doing Business team has never seen
a case where the binding constraint to,
say, improvements in tax administra-
tion or contract enforcement was the
feverish pace of reforms in other policy
areas. Increasingly, the opposite seems
to be the case, with governments rec-
ognizing the synergies of multifaceted
reforms across a broad range of areas.
Moreover, because the areas measured
by Doing Business indicators encompass
many government departments—typi-
cally including the ministries of justice,
commerce, industry, finance, trade and
energy, to name just a few—the admin-
istrative burden of regulatory reforms is
more equitably shared.

Another factor has also helped sustain
the interest of policy makers in the Do-
ing Business data. Implementing coherent
economic policies in the face of a rapidly
changing global economy and an uncer-
tain economic outlook is a great chal-
lenge. Many of the factors shaping the en-
vironment in which economic policies are
formulated lie well outside the control of
most policy makers, especially those in the
developing world. But the rules and regu-
lations that governments put in place to
underpin private sector activity are largely
homemade. Whether these rules are sen-
sible or excessively burdensome, whether
they create perverse incentives or help es-
tablish a level playing field, whether they
safeguard transparency and encourage
adequate competition—all this is largely
within the control of governments.

Insights into good practices

As governments over the past decade
have increasingly understood the impor-
tance of business regulation as a driv-
ing force of competitiveness, they have
turned to Doing Business as a repository
of actionable, objective data providing
unique insights into good practices
worldwide. Reform-minded governments
seeking success stories in business reg-
ulation find examples in Doing Business
(box 2.2). Saudi Arabia, for example, used
the company law of France as a model for
revising its own law. Many African gov-
ernments may look to Mauritius—the
region's strongest performer on Doing
Business indicators—as a source of good
practices to inspire regulatory reforms in
their own countries. Governments shared
knowledge of business regulations be-
fore the Doing Business project began. But

Doing Business made it easier by creating
a common language comparing business
regulations around the world.

Over the past decade governments
worldwide have been actively improv-
ing the regulatory environment for do-
mestic companies. Most reforms relat-
ing to Doing Business topics have been
nested in broader reform programs
aimed at enhancing economic competi-
tiveness, as in Colombia, Kenya, Liberia
and the Russian Federation. In structur-
ing reform programs for the business
environment, governments use multiple
data sources and indicators. This recog-
nizes the reality that the Doing Business
data on their own provide an incom-
plete roadmap for successful business
regulatory reforms.”® It also reflects the
need to respond to many stakeholders

BOX 2.2 How economies have used Doing Business in regulatory

reform programs

To ensure the coordination of efforts across agencies, such economies as Brunei
Darussalam, Colombia and Rwanda have formed regulatory reform committees,
reporting directly to the president. These committees use the Doing Business in-
dicators as one input to inform their programs for improving the business envi-
ronment. More than 45 other economies have formed such committees at the
interministerial level. In East and South Asia they include the Republic of Korea;
Malaysia; the Philippines; Taiwan, China; and Vietnam. In the Middle East and
North Africa: Morocco, Saudi Arabia and the United Arab Emirates. In Europe and
Central Asia: Croatia, Georgia, Kazakhstan, Kosovo, the Kyrgyz Republic, the for-
mer Yugoslav Republic of Macedonia, Moldova, Montenegro, Poland, the Russian
Federation, Tajikistan, Ukraine and Uzbekistan. In Sub-Saharan Africa: Botswana,
Burundi, the Central African Republic, the Comoros, the Democratic Republic of
Congo, the Republic of Congo, Cote d'lvoire, Guinea, Kenya, Liberia, Malawi, Mali,
Nigeria, Sierra Leone, Togo and Zambia. And in Latin America: Chile, Costa Rica,
the Dominican Republic, Guatemala, Mexico, Panama and Peru.

Since 2003 governments have reported more than 530 regulatory reforms that
have been informed by Doing Business.? Many economies share knowledge on
the regulatory reform process related to the areas measured by Doing Business.
Among the most common venues for this knowledge sharing are peer-to-peer
learning events—workshops where officials from different governments across a
region or even across the globe meet to discuss the challenges of regulatory re-
form and to share their experiences. In recent years such events have taken place
in Panama and Colombia (for Latin America and the Caribbean), in South Africa
(for Sub-Saharan Africa), in Georgia (for Europe and Central Asia), in Malaysia
(for East Asia and the Pacific) and in Morocco (for the Middle East and North

Africa).

a. These are reforms for which Doing Business is aware that information provided by the
Doing Business report was used in shaping the reform agenda.



and interest groups, all of whom bring
important issues and concerns to the
reform debate.

When the World Bank Group engag-
es with governments on the subject of
improving the investment climate, the
dialogue aims to encourage the critical
use of the Doing Business data—to sharp-
en judgment and promote broad-based
reforms that enhance the investment
climate rather than a narrow focus on
improving the Doing Business rankings.
The World Bank Group uses a vast range
of indicators and analytics in this policy
dialogue, including its Global Poverty
Monitoring Indicators, World Develop-
ment Indicators, Logistics Performance
Indicators and many others. The open
data initiative has made data for many
such indicators conveniently available to
the public at http://data.worldbank.org.

METHODOLOGY AND DATA

The Doing Business data are based on do-
mestic laws and regulations as well as ad-
ministrative requirements. The data cover
189 economies—including small econo-
mies and some of the poorest economies,
for which little or no data are available in
other data sets. (For a detailed explana-
tion of the Doing Business methodology,
see the data notes.) Doing Business uses
4 main sources of information: Doing
Business respondents, the relevant laws
and regulations, the governments of the
economies covered and the World Bank
Group regional staff.

Doing Business respondents

Over the past 11 years more than 25,000
professionals in 189 economies have as-
sisted in providing the data that inform
the Doing Business indicators. This year's
report draws on the inputs of more than
10,200 professionals.”” Table 21.2 in the
data notes lists the number of respon-
dents for each indicator set. The Doing
Business website shows the number of
respondents for each economy and each
indicator. Respondents are professionals
who routinely administer or advise on
the legal and regulatory requirements
covered in each Doing Business topic.
They are selected on the basis of their
expertise in the specific areas covered by
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Doing Business. Because of the focus on
legal and regulatory arrangements, most
of the respondents are legal professionals
such as lawyers, judges or notaries. The
credit information questionnaire is com-
pleted by officials of the credit registry or
bureau. Freight forwarders, accountants,
architects, engineers and other profes-
sionals answer the questionnaires relat-
ed to trading across borders, taxes and
construction permits. Certain public of-
ficials (such as registrars from the com-
mercial or property registry) also provide
information that is incorporated into the
indicators.

Doing Business does not survey firms for
2 main reasons. The first relates to the
frequency with which firms engage in the
transactions captured by the indicators,
which is generally low. For example, a firm
goes through the start-up process once
in its existence, while an incorporation
lawyer may carry out several dozen such
transactions in a year. The incorporation
lawyers and other experts providing in-
formation to Doing Business are there-
fore better able to assess the process of
starting a business than are individual
firms. The second reason is that the Do-
ing Business questionnaires mostly gather
legal information, which firms are unlike-
ly to be fully familiar with. For example,
few firms will know about all the many
legal procedures involved in resolving a
commercial dispute through the courts,
even if they have gone through the pro-
cess themselves. But a litigation lawyer
would have no difficulty in identifying all
the necessary steps.

The annual data collection exercise is an
update of the database. The Doing Busi-
ness team and the contributors examine
the extent to which the regulatory frame-
work has changed in ways relevant for the
features captured by the indicators. The
data collection process should therefore
be seen as adding each year to an exist-
ing stock of knowledge reflected in the
previous year's report, not as creating an
entirely new data set. Here is an example:
In Doing Business 2012 and Doing Business
2013 there were an average of 13 econo-
mies for which changes in legislation af-
fected the scores embedded in the pro-
tecting investors indicators. For all other
economies the protecting investors data
remained unchanged.

Relevant laws and regulations

Most of the Doing Business indicators are
based on laws and regulations. Doing
Business respondents both fill out writ-
ten questionnaires and provide referenc-
es to the relevant laws, regulations and
fee schedules, aiding data checking and
quality assurance. Having representative
samples of respondents is not an issue, as
the texts of the relevant laws and regula-
tions are collected and answers checked
for accuracy. For example, the Doing Busi-
ness team will examine the commercial
code of Greece to confirm the paid-in
minimum capital requirement, look at the
banking law of Ghana to see whether bor-
rowers have the right to access their data
at the credit bureau and read the tax code
of Guatemala to find applicable tax rates.
Indeed, 72% of the data embedded in the
Doing Business indicators are based on a
reading of the law. In principle in these
cases, as long as there are no issues of
language, the role of the contributors is
largely advisory—helping in the corrob-
oration of the Doing Business team’s un-
derstanding of the laws and regulations—
and there are quickly diminishing returns
to an expansion in their number.

For the other 28% of the data the team
conducts extensive consultations with
multiple contributors to minimize mea-
surement error. For some indicators—for
example, those on dealing with construc-
tion permits, enforcing contracts and re-
solving insolvency—the time component
and part of the cost component (where
fee schedules are lacking) are based on
actual practice rather than the law on the
books. This introduces a degree of judg-
ment. The Doing Business approach has
therefore been to work with legal prac-
titioners or professionals who regularly
undertake the transactions involved. Fol-
lowing the standard methodological ap-
proach for time-and-motion studies, Do-
ing Business breaks down each process or
transaction, such as starting a business
or registering a building, into separate
steps to ensure a better estimate of time.
The time estimate for each step is given
by practitioners with significant and rou-
tine experience in the transaction. When
time estimates differ, further interactions
with respondents are pursued to con-
verge on one estimate or a narrow range
that reflects the majority of applicable
cases.
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Governments and World Bank
Group regional staff

After receiving the completed question-
naires from the Doing Business respon-
dents, verifying the information against
the law and conducting follow-up inqui-
ries to ensure that all relevant informa-
tion is captured, the Doing Business team
shares the preliminary findings of the re-
port with governments through the Board
of Executive Directors and the regional
staff of the World Bank Group (figure
2.3). Through this process government
authorities and local World Bank Group
staff in the 189 economies covered can
alert the team about, for example, regula-
tory reforms not picked up by the respon-
dents or additional achievements of reg-
ulatory reforms already captured in the
database. In response to such feedback,
the Doing Business team turns to the local
private sector experts for further consul-
tation and, as needed, corroboration. In
addition, the team responds formally to
the comments of governments or region-
al staff and provides explanations of the
scoring decisions.

Improvements to the methodology
The methodology has undergone con-
tinual improvement over the years. For
enforcing contracts, for example, the
amount of the disputed claim in the
case study was increased from 50% of

income per capita to 200% after the
first year of data collection, as it became
clear that smaller claims were unlikely to
go to court. Another change related to
starting a business. The minimum cap-
ital requirement can be an obstacle for
potential entrepreneurs. 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 relevant bar-
rier to entry, the paid-in minimum capital
has been used rather than the required
minimum capital.

This year's report includes an update in
the methodology for 2 indicator sets—
paying taxes and trading across borders.
For trading across borders, documents
that are required purely for purposes of
preferential treatment are no longer in-
cluded in the list of documents (for ex-
ample, a certificate of origin if the use is
only to qualify for a preferential tariff rate
under trade agreements). For paying tax-
es, the value of fuel taxes is no longer in-
cluded in the total tax rate because of the
difficulty of computing these small taxes.
Fuel taxes continue to be counted in the
number of payments.

In addition, the rule establishing that
each procedure must take at least 1 day
was removed for procedures that can be

fully completed online in just a few hours.
When the indicators were first developed
in 2002, online procedures were not
widespread globally. In the ensuing years
there has been an impressive acceleration
in the adoption by governments and the
private sector of the latest information
and communication technologies for the
provision of various services. While at the
time Doing Business did not see the need
to create a separate rule to account for
online procedures, the widespread use
of the new technologies today suggests
that such distinction is now justified and
the Doing Business methodology was
changed this year to reflect the practice.
This change affects the time indicator
for starting a business, dealing with con-
struction permits and registering proper-
ty.2 For procedures that can be fully com-
pleted online, the duration is now set at
half a day rather than a full day.

Data adjustments

All changes in methodology are explained
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, beginning 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, including those

FIGURE 2.3 The Doing Business data collection cycle
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described in the previous section, and any
revisions in data due to corrections. The
data set is not back-calculated for year-to-
year revisions in income per capita data
(that is, when the income per capita data
are revised by the original data sources,
Doing Business does not update the cost
measures for previous years). The website
also makes available all original data sets
used for background papers.

Information on data corrections is provid-
ed in the data notes and on the website.
A transparent complaint procedure al-
lows anyone to challenge the data. Over
the past year the team received and re-
sponded to more than 140 queries on the
data. These queries led to corrections of
less than 8.5% of the data points. If errors
are confirmed after a data verification
process, they are expeditiously corrected.
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the International Monetary Fund's World
Economic Outlook database, penetration
rates for various technologies from the
International Telecommunication Union,
school enrollment rates and public health
indicators from the World Bank’s World
Development Indicators database and in-
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Doing Business. It also supplements the
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opinion surveys of enterprise managers
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nents accounting for 64% of the indicators
captured in the index. By contrast, the Doing
Business indicators are based entirely on
primary data.

. Hallward-Driemeier, Khun-Jush and Pritch-

ett (2010), analyzing data from World Bank
Enterprise Surveys for Sub-Saharan Africa,
show that de jure measures such as Doing

20.

Business indicators are virtually uncorrelated
with ex post firm-level responses, providing
evidence that deals rather than rules prevail
in Africa. The authors find that the gap
between de jure and de facto conditions
grows with the formal regulatory burden.
The evidence also shows that more burden-
some processes open up more space for
making deals and that firms may not incur
the official costs of compliance but still pay
to avoid them.

A technical note on the different aggrega-
tion and weighting methods is available on
the Doing Business website (http://www.
doingbusiness.org).

For more details, see the chapter on the
ease of doing business and distance to
frontier.

One study using Doing Business indicators
illustrates the difficulties in using highly
disaggregated indicators to identify reform
priorities (Kraay and Tawara 2011).

While about 10,200 contributors provided
data for this year's report, many of them
completed a questionnaire for more than
one Doing Business indicator set. Indeed,
the total number of contributions received
for this year's report is more than 13,000,
which represents a true measure of the
inputs received. The average number of
contributions per indicator set and econ-
omy is just over 6. For more details, see
http://www.doingbusiness.org/contribu-
tors/doing-business.

For getting electricity the rule that each
procedure must take a minimum of 1day
still applies because in practice there are
no cases in which procedures can be fully
completed online in less than a day. For
example, even though in some cases it is
possible to apply for an electricity connec-
tion online, additional requirements mean
that the process cannot be completed in
less than 1 day.
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