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         Doing Business 2009 is the sixth 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
            181 economies—from Afghanistan to Zimbabwe—and over time.
         

         Regulations affecting 10 stages of the life of a business are measured: starting a business, dealing with construction permits,
            employing workers, registering property, getting credit, protecting investors, paying taxes, trading across borders, enforcing
            contracts and closing a business. Data in Doing Business 2009 are current as of June 1, 2008. The indicators are used to analyze economic outcomes and identify what reforms have worked,
            where and why.
         

         The methodology for the legal rights of lenders and borrowers, part of the getting credit indicators, changed for Doing Business 2009. See Data notes for details.
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            About Doing Business

         

         In 1664 William Petty, an adviser to England’s Charles II, compiled the first known national accounts. He made 4 entries.
            On the expense side, “food, housing, clothes and all other necessaries” were estimated at £40 million.
            National income was split among 3 sources: £8 million from land, £7 million from other personal estates and
            £25 million from labor income.
         

         In later centuries estimates of country income, expenditure and material inputs and outputs became more abundant. But it was
            not until the 1940s that a systematic framework was developed for measuring national income and expenditure, under the direction
            of British economist John Maynard Keynes. As the methodology became an international standard, comparisons of countries’
            financial positions became possible. Today the macroeconomic indicators in national accounts are standard in every country.
         

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

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

         The Doing Business project, launched 7 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 business activity.1

         The first Doing Business report, published in 2003, covered 5 indicator sets in 133 economies. This year’s report covers 10 indicator sets
            in 181 economies. The project has benefited from feedback from governments, academics, practitioners and reviewers.2 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 permits, employing workers,
               registering property, getting credit, protecting investors, paying taxes, trading across borders, enforcing contracts and
               closing a business—as they apply to domestic small and medium-size enterprises.
            

            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 costs 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, to be accessible to all
               who need to use them and to be simple in their implementation. Accordingly, 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 formalities
               in a one-stop shop.
            

            The Doing Business project encompasses 2 types of data. The first come from readings of laws and regulations. The second are time and motion
               indicators that measure the efficiency 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 Soto’s pioneering work in applying the time and motion approach first used by Frederick Taylor
               to revolutionize the production of the Model T Ford. De Soto used the approach in the 1980s to show the obstacles to setting
               up a garment factory on the outskirts of Lima.3

         

         
            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 10 topics, with the specific aim of measuring the regulation 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 does not, for example, measure security, macroeconomic stability, corruption, the labor skills of the
                        population, the underlying strength of institutions or the quality of infrastructure.4 Nor does it focus on regulations specific to foreign investment.
                     

                     	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 Union’s body of laws (acquis) has now grown to no fewer than 14,500 rule sets. Doing Business measures regulation affecting just 10 phases of a company’s life cycle, through 10 specific sets of indicators.
                     

                  

                  
            

            
               Based on Standardized Case Scenarios

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

               Such assumptions allow global coverage and enhance comparability. But they come at the expense of generality. Business regulation
                  and its enforcement differ across an economy, particularly in federal states and large economies. And of course the challenges
                  and opportunities of the largest business city—whether Mumbai or São Paulo, Nuku’alofa or Nassau—vary
                  greatly across economies. Recognizing governments’ interest in such variation, Doing Business has complemented its global indicators with subnational studies in such economies as Brazil, China, Mexico, Nigeria, the
                  Philippines and the Russian Federation.5Doing Business has also begun a work program focusing on small island states.6

               In areas where regulation is complex and highly differentiated, the standardized case used to construct the Doing Business indicator needs to be carefully defined. Where relevant, the standardized case assumes a limited liability company. This
                  choice is in part empirical: 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 encouraged to venture into business when potential 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, 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 workers remain outside
                  the protections of labor law.7Doing Business measures one set of factors that help explain the occurrence of informality and give policy makers insights into potential
                  areas of reform. Gaining 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.8

            

         

         
            Why this Focus

            Doing Business functions as a kind of cholesterol test for the regulatory environment for domestic businesses. A cholesterol 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 Business serves as a proxy for the broader business environment and for competitiveness 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 Organisation for Economic Co-operation and Development’s indicators of product market regulation;
               the correlation here is 0.80. The World Economic Forum’s Global Competitiveness Index and IMD’s World Competitiveness Yearbook are broader in scope, but these too are strongly correlated with Doing Business (0.80 and 0.76, respectively). These correlations suggest that where peace and macroeconomic stability are present, domestic
               business regulation makes an important difference in economic competitiveness.
            

            A bigger question is whether the issues on which Doing Business focuses 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.9 The answers were unequivocal: women and men alike pin their hopes 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
               firms can invest and grow, generating more jobs.
            

            Small and medium-size enterprises are key drivers of competition, growth and job creation, particularly in developing countries.
               But in these economies up to 80% of economic activity takes place in the informal sector. Firms may be prevented 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 operate 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 associated with perceptions of greater judicial fairness—suggesting that
               justice delayed is justice denied.10 Other examples are provided in the chapters that follow.
            

         

         
            Doing Business as a Benchmarking Exercise

            Doing Business, in capturing some key dimensions of regulatory regimes, has been found useful for benchmarking. Any benchmarking—for
               individuals, firms or states—is necessarily partial: 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
               10 regulatory topics it addresses, and it provides rankings of economies, both by indicator and in aggregate. Judgment is
               required in interpreting these measures for any economy and in determining a sensible and politically feasible path for reform.
            

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

            Still, a higher ranking in Doing Business tends to be associated with better outcomes over time. Economies that rank among the top 20 are those with high per capita
               income and productivity and highly developed regulatory systems.
            

            But for reform-minded governments, how much their indicators improve matters more than their absolute ranking. 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 economies continually reform and update their regulations and their way of implementing 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 potential challenges
               and by identifying where policy makers might look for lessons and good practices. These data also provide a basis for analyzing
               how different policy approaches—and different policy reforms—contribute to desired outcomes such as competitiveness,
               growth and greater employment and incomes.
            

            Six years of Doing Business data have enabled a growing body of research on how performance on Doing Business indicators—and reforms relevant to those indicators—relate to desired social and economic outcomes. Some 325
               articles have been published in peerreviewed academic journals, and about 742 working papers are available through Google
               Scholar.11 Among the findings:
               
               

               
                  	Lower barriers to start-up are associated with a smaller informal sector.12

                  	Lower costs of entry can encourage entrepreneurship and reduce corruption.13

                  	Simpler start-up can translate into greater employment opportunities.14

               

               
            How do governments use Doing Business? A common first reaction is to doubt the quality and relevance of the Doing Business data. Yet the debate typically proceeds to a deeper discussion exploring the relevance of the data to the economy and areas
               where reform might make sense.
            

            Most reformers start out by seeking examples, and Doing Business helps in this. For example, Saudi Arabia used the company law of France as a model for revising its own. Many economies in
               Africa look to Mauritius—the region’s strongest performer on Doing Business indicators—as a source of good practices for reform. In the words of Dr. Mahmoud Mohieldin, Egypt’s minister
               of investment:
               
               

               
                  What I like about Doing Business… is that it creates a forum for exchanging knowledge. It’s no exaggeration when I say I checked the top 10 in every
                        indicator and we just asked them, “What did you do?” If there is any advantage to starting late in anything,
                        it’s that you can learn from others.

               

               
            Over the past 6 years there has been much activity by governments in reforming the regulatory environment for domestic businesses.
               Most reforms relating to Doing Business topics were nested in broader programs of reform aimed at enhancing economic competitiveness. In structuring their reform
               programs, governments use multiple data sources and indicators. And reformers respond to many stakeholders and interest groups,
               all of whom bring important issues and concerns into the reform debate.
            

            World Bank Group support to these reform processes is designed to encourage critical use of the data, sharpening judgment
               and avoiding a narrow focus on improving Doing Business rankings.
            

         

         
            Methodology and Data

            Doing Business covers 181 economies—including small economies and some of the poorest ones, for which little or no data are available
               in other data sets. The Doing Business data are based on domestic laws and regulations as well as administrative requirements. (For a detailed 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 contributors both fill out written surveys and provide references to the relevant laws, regulations and fee schedules, aiding
                  data checking and quality assurance.
               

               For some indicators 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 degree of subjectivity. The Doing Business approach has therefore been to work with legal practitioners or professionals who regularly undertake the transactions 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 6 years more than 10,000 professionals in 181 economies have assisted in providing the data that inform the
                  Doing Business indicators. This year’s report draws on the inputs of more than 6,700 professionals. The Doing Business website indicates the number of respondents per economy and per indicator (see table 12.1 in Data notes for the number of respondents per indicator set). 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, architects 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 perception surveys, which capture often one-time perceptions and experiences
                  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 collaborate
                  in the development of the indicators, ensuring academic rigor. Six of the background papers underlying the indicators have
                  been published in leading economic journals. Another 2 are at an advanced stage of publication in such journals.
               

               Doing Business uses a simple averaging approach for weighting subindicators and calculating rankings. Other approaches were explored, including
                  using principal components and unobserved components.15 The principal components and unobserved components approaches turn out to yield results nearly identical to those of simple
                  averaging. The tests show that each set of indicators provides new information. The simple averaging approach is therefore
                  robust to such tests.
               

            

            
               Improvements to the Methodology and Data Revisions

               The methodology has undergone continual improvement over the years. Changes have been made mainly in response to suggestions
                  from economies in the Doing Business sample. For enforcing contracts, for example, the amount of the disputed claim in the case scenario was increased from 50%
                  to 200% of income per capita after the first year, as it became clear that smaller claims were unlikely to go to court.
               

               Another change relates to starting a business. The minimum capital requirement 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 potential barrier to entry, the paid-in minimum capital
                  has been used since 2004.
               

               This year’s report includes one change in the core methodology, to the strength of legal rights index, which is part
                  of the getting credit indicator set.
               

               All changes in methodology are explained in the report 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 and any revisions in data due to corrections. The website also makes
                  available all original data sets used for background papers.
               

               Information on data corrections is provided on the website (also see Data notes). A transparent complaint procedure allows
                  anyone to challenge the data. If errors are confirmed after a data verification process, they are expeditiously corrected.
               

            

         

         
            Notes

            
               1. The standard cost model is a quantitative 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. In the past year this has included a review by the World Bank Group Independent Evaluation Group (2008).
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               4. The indicators related to trading across borders and dealing with construction permits take into account limited aspects of
                  an economy’s infrastructure, including the inland transport of goods and utility connections for businesses.
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	    Overview
	    

	 

	 
	    For the fifth year in a row Eastern Europe and Central Asia led the world in Doing Business reforms. Twenty-six of the region’s 28 economies implemented a total of 69 reforms. Since 2004 Doing Business has been tracking reforms aimed at simplifying business regulations, strengthening property rights, opening up access to
	       credit and enforcing contracts by measuring their impact on 10 indicator sets.1 Nearly 1,000 reforms with an impact on these indicators have been captured. Eastern Europe and Central Asia has accounted
	       for a third of them.
	    

	    The region surpassed East Asia and Pacific in the average ease of doing business in 2007—and maintained its place this
	       year (figure 1.1). Four of its economies—Georgia, Estonia, Lithuania and Latvia—are among the top 30 in the overall Doing Business ranking.
	    



	    
	       Figure 1.1 Which regions have some of the most business-friendly regulations?: DB2009 ranking on the ease of doing business (1–181)
	       
[image: WB.978-0-8213-7609-6.ch1.sec1.fig1.jpg]Source: Doing Business database.
	       

	    

	    Rankings on the ease of doing business do not tell the whole story about an economy’s business environment. The indicator
	       does not account for all factors important for doing business—for example, macroeconomic conditions, infrastructure,
	       workforce skills or security. But improvement in an economy’s ranking does indicate that its government is creating
	       a regulatory environment more conducive to operating a business. In Eastern Europe and Central Asia many economies continue
	       to do so—and economies in the region once again dominate the list of top Doing Business reformers in 2007/08. New this year: reforms in the region are moving eastward as 4 newcomers join the top 10 list of reformers:
	       Azerbaijan, Albania, the Kyrgyz Republic and Belarus (table 1.1).
	    


	    
	       Table 1.1 The top 10 reformers in 2007/08
	       

	       
		  
		     
				Economy
			   

			
				Starting a business
			   

			
				Dealing with construction permits
			   

			
				Employing workers
			   

			
				Registering property
			   

			
				Getting credit
			   

			
				Protecting investors
			   

			
				Paying taxes
			   

			
				Trading across borders
			   

			
				Enforcing contracts
			   

			
				Closing a business
			   

			
		     

		  
		  
		     
				Azerbaijan
				√
				
				√
				√
				√
				√
				√
				
				√
				
		     

		     
				Albania
				√
				
				
				
				√
				√
				√
				
				
				
		     

		     
				Kyrgyz Republic
				√
				√
				
				
				
				√
				
				
				
				
		     

		     
				Belarus
				√
				√
				
				√
				√
				
				√
				√
				
				
		     

		     
				Senegal
				√
				
				
				√
				
				
				
				√
				
				
		     

		     
				Burkina Faso
				
				√
				√
				√
				
				
				√
				
				
				
		     

		     
				Botswana
				√
				
				
				
				
				√
				
				√
				
				
		     

		     
				Colombia
				√
				√
				
				
				
				
				√
				√
				
				√
		     

		     
				Dominican Republic
				√
				
				
				√
				
				
				√
				√
				
				
		     

		     
				Egypt
				√
				√
				
				√
				√
				√
				
				√
				
				
		     

		  
	       

	       
		  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 Doing Business topics. Second, it ranks these economies on the increase in rank on the ease of doing business from the previous year. The
		     larger the improvement, the higher the ranking as a reformer.
		  

		  Source: Doing Business database.
		  

	       

	    

	    Many others reformed as well. Worldwide, 113 economies implemented 239 reforms making it easier to do business between June
	       2007 and June 2008. That is the most reforms recorded in a single year since the Doing Business project started. In the past year reformers focused on easing business start-up, lightening the tax burden, simplifying import
	       and export regulation and improving credit information systems.
	    

	    Across regions, East Asia had the biggest pickup in the pace of reform. Two-thirds of its economies reformed, up from less
	       than half last year (figure 1.2). The Middle East and North Africa continued its upward trend, with two-thirds of its economies reforming. In a region once
	       known for prohibitive entry barriers, 2 countries—Tunisia and Yemen—eliminated the minimum capital requirement
	       for starting a business, while Jordan reduced it from 30,000 Jordanian dinars to 1,000.
	    



	    
	       Figure 1.2 Eastern European and Central Asian economies—leaders in Doing Business reforms: Share of economies with at least 1 reform making it easier to do business in past 5 years (%) by doing business report year

               [image: WB.978-0-8213-7609-6.ch1.sec1.fig2a.jpg]


               [image: WB.978-0-8213-7609-6.ch1.sec1.fig2b.jpg]
               Source: Doing Business database.
	       

	    

	    Sub-Saharan Africa continued its upward trend in reform too: 28 economies implemented 58 reforms, more than in any year since
	       Doing Business began tracking reforms. Two West African countries led the way, Senegal and Burkina Faso. In Latin America, Colombia and
	       the Dominican Republic were the most active. OECD high-income economies saw a slowdown in reform. So did South Asia.
	    

	    Azerbaijan is the top reformer for 2007/08. A one-stop shop for business start-up began operating in January 2008, halving
	       the time, cost and number of procedures to start a business. Business registrations increased by 40% in the first 6 months.
	       Amendments to the labor code made employment regulation more flexible by allowing the use of fixed-term contracts for permanent
	       tasks, easing restrictions on working hours and eliminating the need for reassignment in case of redundancy dismissals. And
	       property transfers can now be completed in 11 days—down from 61 before—thanks to a unified property registry
	       for land and real estate transactions.
	    

	    That’s not all. Azerbaijan eliminated the minimum loan cutoff of $1,100 at the credit registry, more than doubling
	       the number of borrowers covered. Minority shareholders enjoy greater protection, thanks to amendments to the civil code and
	       a new regulation on related-party transactions. Such transactions now are subject to stricter requirements for disclosure
	       to the supervisory board and in annual reports. Moreover, interested parties involved in a related-party transaction harmful
	       to the company must cover the damages and pay back personal profits.
	    

	    Taxpayers in Azerbaijan now take advantage of online filing and payment of taxes, saving more than 500 hours a year on average
	       in dealing with paperwork. And a new economic court in Baku helped speed contract enforcement. With the number of judges looking
	       at commercial cases increasing from 5 to 9, the average time to resolve a case declined by 30 days.
	    

	    Albania is the runner-up, with reforms in 4 of the areas measured by Doing Business. A new company law strengthened the protection of minority shareholder rights. The law tightened approval and disclosure
	       requirements for related-party transactions and, for the first time, defined directors’ duties. It also introduced
	       greater remedies to pursue if a related-party transaction is harmful to the company. Albania made start-up easier by taking
	       commercial registration out of the court and creating a one-stop shop. Companies can now start a business in 8 days—it
	       used to take more than a month. The country’s first credit registry opened for business. And tax reforms halved the
	       corporate income tax rate to 10%.
	    

	 

	 
	    Africa—More Reform than ever Before

	    Economies in Africa implemented more Doing Business reforms in 2007/08 than in any previous year covered. And 3 of the top 10 reformers are African: Senegal, Burkina Faso and
	       Botswana. Three postconflict countries—Liberia, Rwanda and Sierra Leone—are reforming fast too (figure 1.3). Mauritius, the country with the region’s most favorable business regulations, continues to reform, and this year
	       joins the top 25 on the ease of doing business.
	    

	    
	       Figure 1.3 Who reformed the most in Africa in 2007/08? Improvement in the ranking on the ease of doing business, DB2008–DB2009
	       
[image: WB.978-0-8213-7609-6.ch1.sec2.fig3.jpg]Source: Doing Business database.
	       

	    

	    This focus on reform comes after several years of record economic growth in Africa. Annual growth has averaged nearly 6% in
	       the past decade, thanks to better macroeconomic conditions and greater peace on the continent. With more economic opportunities,
	       regulatory constraints on businesses have become more pressing. Governments increasingly focus on reducing these constraints.
	       And reformers recognize that bringing more economic activity to the formal sector through business and job creation is the
	       most promising way to reduce poverty.2

	    Rwanda is one example of the dividends of peace and good macroeconomic policies. The country has been among the most active
	       reformers of business regulation worldwide this decade. In 2001 it introduced a new labor law as part of the national reconstruction
	       program. In 2002 it started property titling reform. In 2004 reformers simplified customs, improved the credit registry and
	       undertook court reforms. In 2007 Rwanda continued with property registration and customs. Some reforms took longer to implement.
	       For example, judicial reforms were initiated in 2001, but it was not until 2008 that the necessary laws were passed and new
	       commercial courts started functioning.3

	    Most African reformers focused on easing start-up and reducing the cost of importing and exporting. There is room to do more.
	       Entrepreneurs in Africa still face greater regulatory and administrative burdens, and less protection of property and investor
	       rights, than entrepreneurs in any other region. The upside: reform in such circumstances can send a strong signal of governments’
	       commitment to sound institutions and policies, catalyzing investor interest.
	    

	 

	 
	    Easing Entry—Once again The Most Popular Reform

	    Making it easier to start a business continued to be the most popular Doing Business reform in 2007/08. Forty-nine economies simplified start-up and reduced the cost (figure 1.4). These are among the 115 economies—more than half the world’s total—that have reformed in this area
	       over the past 5 years. The second most popular were reforms to simplify taxes and their administration. Third were reforms
	       to ease trade. In all 3 areas much can be achieved with administrative reforms.
	    



	    
	       Figure 1.4 239 reforms in 2007/08 made it easier to do business—26 made it more difficult
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	    Reforms in other areas can be harder, particularly if they require legal changes or involve difficult political tradeoffs.
	       Only 12 economies reformed their judicial system. Seven amended collateral or secured transactions laws. Six amended labor
	       regulations to make them more flexible; 9 opted for more rigidity.
	    

	    The 3 boldest reforms driving the biggest improvements in the Doing Business indicators (table 1.2):
	       
	       

	       
		  	Albania’s increase in investor protections

		  	Yemen’s easing of business start-up

		  	The Dominican Republic’s tax reform.

	       

	       
	    
	       Table 1.2 Top reformers in 2007/08 by indicator set
	       

	       
		  
		     
				Starting a business
				Yemen
		     

		     
				Dealing with construction permits
				Kyrgyz Republic
		     

		     
				Employing workers
				Burkina Faso
		     

		     
				Registering property
				Belarus
		     

		     
				Getting credit
				Cambodia
		     

		     
				Protecting investors
				Albania
		     

		     
				Paying taxes
				Dominican Republic
		     

		     
				Trading across borders
				Senegal
		     

		     
				Enforcing contracts
				Mozambique
		     

		     
				Closing a business
				Poland
		     

		  
	       

	       
		  Source: Doing Business database.
		  

	       

	    

	 

	 
	    Reform Continues Among Best Performers

	    Singapore continues to rank at the top on the ease of doing business, followed by New Zealand, the United States and Hong
	       Kong (China) (table 1.3). And reform continues. Five of the top 10 economies implemented reforms that had an impact on the Doing Business indicators in 2007/08. Singapore further simplified its online business start-up service. New Zealand introduced a single
	       online procedure for business start-up, lowered the corporate income tax and implemented a new insolvency act. Hong Kong (China)
	       streamlined construction permitting as part of a broader reform of its licensing regime. Denmark implemented tax reforms.
	       And entrepreneurs in Toronto, Canada, can now start a business with just one procedure.
	    

	    
	       Table 1.3 Rankings on the ease of doing business
	       

	       
		  
		     
				2009 RANK
			   

			
				2008 RANK
			   

			
				ECONOMY
			   

			
		     

		  
		  
		     
				1
				1
				Singapore
		     

		     
				2
				2
				New Zealand
		     

		     
				3
				3
				United States
		     

		     
				4
				4
				Hong Kong, China
		     

		     
				5
				5
				Denmark
		     

		     
				6
				6
				United Kingdom
		     

		     
				7
				7
				Ireland
		     

		     
				8
				8
				Canada
		     

		     
				9
				10
				Australia
		     

		     
				10
				9
				Norway
		     

		     
				11
				11
				Iceland
		     

		     
				12
				12
				Japan
		     

		     
				13
				19
				Thailand
		     

		     
				14
				13
				Finland
		     

		     
				15
				21
				Georgia
		     

		     
				16
				24
				Saudi Arabia
		     

		     
				17
				14
				Sweden
		     

		     
				18
				17
				Bahrain
		     

		     
				19
				16
				Belgium
		     

		     
				20
				25
				Malaysia
		     

		     
				21
				15
				Switzerland
		     

		     
				22
				18
				Estonia
		     

		     
				23
				22
				Korea
		     

		     
				24
				29
				Mauritius
		     

		     
				25
				20
				Germany
		     

		     
				26
				27
				Netherlands
		     

		     
				27
				23
				Austria
		     

		     
				28
				28
				Lithuania
		     

		     
				29
				26
				Latvia
		     

		     
				30
				30
				Israel
		     

		     
				31
				32
				France
		     

		     
				32
				35
				South Africa
		     

		     
				33
				97
				Azerbaijan
		     

		     
				34
				33
				St. Lucia
		     

		     
				35
				31
				Puerto Rico
		     

		     
				36
				37
				Slovakia
		     

		     
				37
				38
				Qatar
		     

		     
				38
				52
				Botswana
		     

		     
				39
				34
				Fiji
		     

		     
				40
				36
				Chile
		     

		     
				41
				50
				Hungary
		     

		     
				42
				39
				Antigua and Barbuda
		     

		     
				43
				40
				Tonga
		     

		     
				44
				41
				Armenia
		     

		     
				45
				44
				Bulgaria
		     

		     
				46
				54
				United Arab Emirates
		     

		     
				47
				47
				Romania
		     

		     
				48
				43
				Portugal
		     

		     
				49
				46
				Spain
		     

		     
				50
				45
				Luxembourg
		     

		     
				51
				48
				Namibia
		     

		     
				52
				49
				Kuwait
		     

		     
				53
				66
				Colombia
		     

		     
				54
				64
				Slovenia
		     

		     
				55
				51
				Bahamas, The
		     

		     
				56
				42
				Mexico
		     

		     
				57
				57
				Oman
		     

		     
				58
				55
				Mongolia
		     

		     
				59
				60
				Turkey
		     

		     
				60
				67
				Vanuatu
		     

		     
				61
				58
				Taiwan, China
		     

		     
				62
				53
				Peru
		     

		     
				63
				62
				Jamaica
		     

		     
				64
				56
				Samoa
		     

		     
				65
				59
				Italy
		     

		     
				66
				61
				St. Vincent and the Grenadines
		     

		     
				67
				63
				St. Kitts and Nevis
		     

		     
				68
				99
				Kyrgyz Republic
		     

		     
				69
				68
				Maldives
		     

		     
				70
				80
				Kazakhstan
		     

		     
				71
				79
				Macedonia, former Yugoslav
Republic of
			
		     

		     
				72
				77
				El Salvador
		     

		     
				73
				81
				Tunisia
		     

		     
				74
				70
				Dominica
		     

		     
				75
				65
				Czech Republic
		     

		     
				76
				72
				Poland
		     

		     
				77
				74
				Pakistan
		     

		     
				78
				69
				Belize
		     

		     
				79
				75
				Kiribati
		     

		     
				80
				71
				Trinidad and Tobago
		     

		     
				81
				76
				Panama
		     

		     
				82
				78
				Kenya
		     

		     
				83
				90
				China
		     

		     
				84
				73
				Grenada
		     

		     
				85
				115
				Belarus
		     

		     
				86
				135
				Albania
		     

		     
				87
				82
				Ghana
		     

		     
				88
				83
				Brunei
		     

		     
				89
				85
				Solomon Islands
		     

		     
				90
				84
				Montenegro
		     

		     
				91
				88
				Palau
		     

		     
				92
				87
				Vietnam
		     

		     
				93
				86
				Marshall Islands
		     

		     
				94
				91
				Serbia
		     

		     
				95
				89
				Papua New Guinea
		     

		     
				96
				106
				Greece
		     

		     
				97
				110
				Dominican Republic
		     

		     
				98
				123
				Yemen
		     

		     
				99
				98
				Lebanon
		     

		     
				100
				101
				Zambia
		     

		     
				101
				94
				Jordan
		     

		     
				102
				103
				Sri Lanka
		     

		     
				103
				92
				Moldova
		     

		     
				104
				93
				Seychelles
		     

		     
				105
				95
				Guyana
		     

		     
				106
				107
				Croatia
		     

		     
				107
				96
				Nicaragua
		     

		     
				108
				100
				Swaziland
		     

		     
				109
				113
				Uruguay
		     

		     
				110
				104
				Bangladesh
		     

		     
				111
				105
				Uganda
		     

		     
				112
				116
				Guatemala
		     

		     
				113
				102
				Argentina
		     

		     
				114
				125
				Egypt
		     

		     
				115
				108
				Paraguay
		     

		     
				116
				109
				Ethiopia
		     

		     
				117
				118
				Costa Rica
		     

		     
				118
				114
				Nigeria
		     

		     
				119
				117
				Bosnia and Herzegovina
		     

		     
				120
				112
				Russian Federation
		     

		     
				121
				111
				Nepal
		     

		     
				122
				120
				India
		     

		     
				123
				119
				Lesotho
		     

		     
				124
				122
				Bhutan
		     

		     
				125
				126
				Brazil
		     

		     
				126
				121
				Micronesia
		     

		     
				127
				124
				Tanzania
		     

		     
				128
				129
				Morocco
		     

		     
				129
				127
				Indonesia
		     

		     
				130
				128
				Gambia, The
		     

		     
				131
				132
				West Bank and Gaza
		     

		     
				132
				130
				Algeria
		     

		     
				133
				134
				Honduras
		     

		     
				134
				131
				Malawi
		     

		     
				135
				150
				Cambodia
		     

		     
				136
				133
				Ecuador
		     

		     
				137
				145
				Syria
		     

		     
				138
				140
				Uzbekistan
		     

		     
				139
				148
				Rwanda
		     

		     
				140
				136
				Philippines
		     

		     
				141
				139
				Mozambique
		     

		     
				142
				138
				Iran
		     

		     
				143
				137
				Cape Verde
		     

		     
				144
				151
				Madagascar
		     

		     
				145
				144
				Ukraine
		     

		     
				146
				141
				Suriname
		     

		     
				147
				142
				Sudan
		     

		     
				148
				164
				Burkina Faso
		     

		     
				149
				168
				Senegal
		     

		     
				150
				149
				Bolivia
		     

		     
				151
				143
				Gabon
		     

		     
				152
				146
				Iraq
		     

		     
				153
				153
				Djibouti
		     

		     
				154
				147
				Haiti
		     

		     
				155
				152
				Comoros
		     

		     
				156
				163
				Sierra Leone
		     

		     
				157
				167
				Liberia
		     

		     
				158
				154
				Zimbabwe
		     

		     
				159
				156
				Tajikistan
		     

		     
				160
				166
				Mauritania
		     

		     
				161
				155
				Côte d’lvoire
		     

		     
				162
				161
				Afghanistan
		     

		     
				163
				159
				Togo
		     

		     
				164
				158
				Cameroon
		     

		     
				165
				162
				Lao PDR
		     

		     
				166
				160
				Mali
		     

		     
				167
				165
				Equatorial Guinea
		     

		     
				168
				169
				Angola
		     

		     
				169
				157
				Benin
		     

		     
				170
				170
				Timor-Leste
		     

		     
				171
				172
				Guinea
		     

		     
				172
				171
				Niger
		     

		     
				173
				173
				Eritrea
		     

		     
				174
				175
				Venezuela
		     

		     
				175
				176
				Chad
		     

		     
				176
				177
				São Tomé and Principe
		     

		     
				177
				174
				Burundi
		     

		     
				178
				178
				Congo, Rep.
		     

		     
				179
				179
				Guinea-Bissau
		     

		     
				180
				180
				Central African Republic
		     

		     
				181
				181
				Congo, Dem. Rep.
		     

		  
	       

	       
		  Note: The rankings for all economies are benchmarked to June 2008 and reported in the country tables. Rankings on the ease of doing
		     business are the average of the economy’s rankings on the 10 topics covered in Doing Business 2009. Last year’s rankings are presented in italics. These are adjusted for changes in the methodology, data corrections
		     and the addition of 3 new economies.
		  

		  Source: Doing Business database.
		  

	       

	    

	    This continuing reform is not surprising. Many high-income economies have institutionalized regulatory reform, setting up
	       programs to systematically target red tape. Examples include the „Be the Smart Regulator” program in Hong Kong
	       (China), Simplex in Portugal, the Better Regulation Executive in the United Kingdom, Actal in the Netherlands and Kafka in
	       Belgium. To identify priorities, these governments routinely ask businesses what needs reform. Belgium reformed business registration
	       after 2,600 businesses identified it as a major problem in 2003. Starting a business there used to take 7 procedures and nearly
	       2 months. Today it takes 3 procedures and 4 days. New business registrations increased by 30% in 2 years. In Portugal 86 of
	       the 257 initiatives of the Simplex program came from discussions with businesses.
	    

	    Simplifying regulation helps businesses and governments alike. In Portugal the „on the spot” registration reform
	       saved entrepreneurs 230,000 days a year in waiting time.4 And the government saves money. The United Kingdom estimated an annual administrative burden for businesses of £13.7
	       billion in 2005. Easing such burdens would allow businesses to expand faster and generate savings that governments could use
	       to enhance public services.
	    

	 

	 
	    Five Years of Doing Business Reform

	    The key to regulatory reform? Commitment. For many economies the reforms captured in Doing Business reflect a broader, sustained commitment to improving their competitiveness. Among these systematic reformers: Azerbaijan,
	       Georgia and the former Yugoslav Republic of Macedonia in Eastern Europe and Central Asia. France and Portugal among the OECD
	       high-income economies. Egypt and Saudi Arabia in the Middle East and North Africa. India in South Asia. China and Vietnam
	       in East Asia. Colombia, Guatemala and Mexico in Latin America. And Burkina Faso, Ghana, Mauritius, Mozambique and Rwanda in
	       Africa. Each of these countries has reformed in at least 5 of the areas covered by Doing Business, implementing up to 22 reforms in one country over the past 5 years.
	    

	    Several reformers were motivated by growing competitive pressure related to joining common markets or trade agreements, such
	       as the European Union (the former Yugoslav Republic of Macedonia) or the U.S.-Central America Free Trade Agreement (Guatemala).
	       Others saw a need to facilitate local entrepreneurship (Azerbaijan, Colombia, Egypt) or diversify their economy (Mauritius,
	       Saudi Arabia). And others faced the daunting task of reconstructing their economy after years of conflict (Rwanda).
	    

	    Many of the reformers started by learning from others. Egypt looked to India for information technology solutions. Colombia
	       took Ireland as an example. As the country’s trade minister, Luis Guillermo Plata, put it, „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 lessons,
	       and apply those lessons and see how they work in our environment.”
	    

	    Several now serve as examples to others. The Azerbaijan reformers visited Georgia and Latvia. Angola has requested legal and
	       technical assistance based on the Portuguese model of business start-up.
	    

	    The most active reformers did not shy away from broad reform programs. Since 2005 Georgia has introduced a new company law
	       and customs code, a new property registry that replaced a confusing system requiring duplicate approvals by multiple agencies,
	       the country’s first credit information bureau and large-scale judicial reforms. Egypt has implemented one-stop shops
	       for import and export and business start-up, undertaken sweeping tax reforms, continually improved its credit information
	       systems and modified the listing rules of the Cairo Stock Exchange. Colombia has strengthened investor protections through
	       stricter disclosure rules, amended insolvency laws and reformed customs. And its one-stop shop for business start-up has served
	       as an inspiration to others in the region.
	    

	    Among emerging market reformers, India has focused on technology, implementing electronic registration of new businesses,
	       an electronic collateral registry and online submission of customs forms and payments. China has focused on easing access
	       to credit. In 2006 a new credit registry allowed more than 340 million citizens to have credit histories for the first time.
	       A new company law lowered the minimum capital requirement and strengthened investor protections. And in 2007 a new property
	       law expanded the range of assets that can be used as collateral. Mexico has focused on strengthening investor protections
	       through a new securities law while continually reducing bureaucracy at the state level.
	    

	 

	 
	    Regulatory Reform—What are the Benefits?

	    Of Egypt’s estimated 25 million urban properties, only 7% were formally registered in 2005. Six months after reforms
	       of its property registry, title registration increased and revenue rose by 39%.5 After reforms of the property registry in Tegucigalpa, Honduras, the registry received 65% more registration applications
	       between July and December of 2007 than in the same period of 2006.
	    

	    Similarly, a reduction in the minimum capital requirement was followed by an increase in new company registrations of 55%
	       in Georgia and 81% in Saudi Arabia. Georgia now has 15 registered businesses per 100 people-comparable to numbers in such
	       economies as Malaysia and Singapore.
	    

	    Initial results like these show that reforms are leading to change on the ground. Confirming this are the findings of an increasing
	       number of studies using the Doing Business data to analyze the effect of regulatory burdens on such outcomes as informality, job creation, productivity, economic growth
	       and poverty reduction.6

	    Research generally finds that countries with burdensome regulation have larger informal sectors, higher unemployment rates
	       and slower economic growth. More recent research gives first insights into the impact of reforms. One study reports some of
	       the payoffs of reforms in Mexico: the number of registered businesses rose by nearly 6%, employment increased by 2.6%, and
	       prices fell by 1% thanks to competition from new entrants.7 Another study finds that increasing the flexibility of labor regulations in India would reduce job informality in the retail
	       sector by a third.8

	    But nothing says more than the experience of the people affected. Janet, who runs a business producing baskets in Kigali,
	       Rwanda, says, “I have survivors, I have widows, I have women whose husbands are in prison. To see them sitting under
	       one roof weaving and doing business together is a huge achievement … these women are now together earning an income.”9

	 

	 
	    Notes

	    
	       1. Doing Business records only reforms relevant to the 10 indicator sets. Legal changes are counted once the respective legislation and implementing
		  decrees, if applicable, are effective. Administrative reforms such as the introduction of time limits must be fully implemented.
	       

	    

	    
	       2. Narayan and others (2000).
	       

	    

	    
	       3. Hertveldt (2008).
	       

	    

	    
	       4. Ramos (2008).
	       

	    

	    
	       5. Haidar (2008).
	       

	    

	    
	       6. The data on the regulation of entry, for example, have been used in 168 articles published in refereed journals and more than
		  200 research working papers. The data on the efficiency of court proceedings have been used in 54 articles and 86 working
		  papers. Altogether, the data generated by the Doing Business project have been used in 325 published articles and 742 working papers.
	       

	    

	    
	       7. Bruhn (2008).
	       

	    

	    
	       8. Amin (forthcoming).
	       

	    

	    
	       9. This example is from the World Bank’s Doing Business: Women in Africa (2008a), a collection of case studies of African entrepreneurs.
	       

	    

	 

      

   
      
         
            Starting a business
            

         

         
            Introduction

            Julian started out working for her brothers. But she was saving to start her own business. She began trading, traveling from
               Uganda to neighboring Kenya to buy goods for resale. “I would take the overnight bus and stand up the whole way to
               get the 50% discount,” she recalls. #x201C;My aim was to start a juice processing business, a real factory.”
            

            Once she had saved enough money, Julian began production. Unable to afford transport, she had to take her products by foot
               to the government chemist for testing. “My only means of transport was my wheelbarrow, and I was the whole company.”
            

            Julian also remembers how arduous it was to register her business. “There was so much to do and so many different places
               I had to go—for business registration and taxpayer identification numbers, different licenses from different authorities,
               a declaration that had to be made before a commissioner of oaths, a company seal to get, inspections of my premises from municipal
               and health authorities. I remember paying a lawyer what seemed to me a gigantic fee of USh 500,000 [$279].”1



            
               Table 2.1 Where is it easy to start a business—and where not?
               

               
                  
                     
                        	Easiest
                           

                        
                        	RANK
                           

                        
                        	Most difficult
                           

                        
                        	RANK
                           

                        
                     

                  
                  
                     
                        	New Zealand
                        	1
                        	Cameroon
                        	172
                     

                     
                        	Canada
                        	2
                        	Djibouti
                        	173
                     

                     
                        	Australia
                        	3
                        	Equatorial Guinea
                        	174
                     

                     
                        	Georgia
                        	4
                        	Iraq
                        	175
                     

                     
                        	Ireland
                        	5
                        	Haiti
                        	176
                     

                     
                        	United States
                        	6
                        	Guinea
                        	177
                     

                     
                        	Mauritius
                        	7
                        	Eritrea
                        	178
                     

                     
                        	United Kingdom
                        	8
                        	Togo
                        	179
                     

                     
                        	Puerto Rico
                        	9
                        	Chad
                        	180
                     

                     
                        	Singapore
                        	10
                        	Guinea-Bissau
                        	181
                     

                  
               

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

                  Source: Doing Business database.
                  

               

            



            
               Figure 2.1 Top 10 reformers in starting a business: Average improvement
               
[image: WB.978-0-8213-7609-6.ch2.sec1.fig1.jpg]Source: Doing Business database.
               

            

            Entrepreneurs like Julian now have it easier. Reforms in Uganda and in many other economies have streamlined business start-up
               in the past 5 years. Look at Azerbaijan. In 2004 its government set a preliminary time limit for the registration process.
               In 2005 it introduced a silence-is-consent rule for tax registration. A year later it further tightened the time limit for
               business registration. In 2007 it abolished the need for a company seal. And in 2007/08 it set up a one-stop shop. Starting
               a business used to take 122 days. Now it takes only 16 (figure 2.3).
            



            
               Figure 2.3 Starting a business in Azerbaijan gets faster and cheaper: Time and cost to start a business
               
[image: WB.978-0-8213-7609-6.ch2.sec1.fig2.jpg]Source: Doing Business database.
               

            

            Formal incorporation of companies has several benefits. Legal entities outlive their founders. Resources are often pooled
               as shareholders join forces to start a company. And companies have access to services and institutions ranging from courts
               to commercial banks.
            

            But many economies make starting and legally running a business as measured by Doing Business so cumbersome that entrepreneurs opt out and operate in the informal sector.
            

            Simpler entry encourages the creation of new companies. Take Senegal, which reformed business registration in July 2007. By
               May 2008 entrepreneurs had registered 3,060 new firms, 80% more than in the previous year. Studies in Mexico, India, Brazil
               and the Russian Federation all conclude that simpler entry regimes are associated with more new firms being registered. The
               study in Mexico analyzes the effect of making it simpler to get a municipal license, 1 of several procedures required to start
               a business. The finding: easing business entry increased new startups by about 4%.2

            Easier start-up is also correlated with higher productivity among existing firms. A recent study, in an analysis of 97 countries,
               finds that reducing entry costs by 80% of income per capita increases total factor productivity by an estimated 22%. Analyzing
               157 countries, it finds that the same reduction in entry costs raises output per worker by an estimated 29%.3 One reason for these large effects may be that reducing entry costs increases entry pressure, pushing firms with lower productivity
               out of the market. Indeed, a study on business entry in Mexico finds that competition from new entrants lowered prices by
               1% and reduced the income of incumbent businesses by 3.5%.4



            
               Figure 2.2 Rankings on starting a business are based on 4 subindicators
               
[image: WB.978-0-8213-7609-6.ch2.sec1.fig3.jpg]Note: See Data notes for details.
               

            

            Simpler and faster business entry makes it easier for workers and capital to move across sectors when economies experience
               economic shocks. A recent study of 28 sectors in 55 countries compares sectoral employment reallocation in the 1980s and 1990s.
               The finding: reallocation is smoother in countries where it takes fewer days to start a business.5 This finding is confirmed by many studies on the effect of entry regulation in economies opening their product markets to
               trade.6 The explanation is simple: with high fixed costs of entry, firms cannot easily move into the industries benefiting the most
               from trade openness. This friction reduces the value of greater openness.
            

            Recognizing such benefits, economies around the world have been developing innovative solutions to ease the entry of new firms
               into the market. As one company registrar put it, “At the end of the day, we all have the same goal.”
            

            Yet as Doing Business shows, company registration is often only one piece of the puzzle. In many economies entrepreneurs have to visit at least
               7 agencies before they can get down to business. The most efficient economies focus on creating a single interface between
               government and entrepreneur to take care of all necessary registrations and notifications, mainly commercial and tax registration.
               Entrepreneurs in New Zealand, for example, have to file all necessary information only once—because agencies are linked
               through a unified database. There is no minimum capital requirement. And no judge has to approve the creation of a company.
            

         

         
            Who Reformed in 2007/08?

            In 2007/08, 49 economies made it easier to start a business—more reforms than in any previous year (table 2.2). One highlight of the reforms: entrepreneurs in Canada and New Zealand can now start a business with a single online procedure.
            

            
               Table 2.2 Simplifying registration formalities—the most popular reform feature in 2007/08
               

               
                  
                     
                        	Simplified other registration formalities (seal, publication, notary, inspection, other requirements)
                        	Bangladesh, Botswana, Bulgaria, Costa Rica, El Salvador, Georgia, Ghana, Hungary, Kenya, Kyrgyz Republic, Liberia, former
                           Yugoslav Republic of Macedonia, Moldova, Namibia, Saudi Arabia, Syria, Yemen
                        
                     

                     
                        	Created or improved one-stop shop
                        	Albania, Angola, Azerbaijan, Belarus, Bulgaria, Czech Republic, Italy, Lebanon, Lesotho, former Yugoslav Republic of Macedonia,
                           Oman, Senegal, Slovakia, Slovenia, Yemen, Zambia
                        
                     

                     
                        	Introduced or improved online registration procedures
                        	Bulgaria, Canada, Colombia, Dominican Republic, Hungary, Italy, former Yugoslav Republic of Macedonia, Malaysia, Mauritius,
                           New Zealand, Panama, Senegal, Singapore
                        
                     

                     
                        	Abolished or reduced minimum capital requirement
                        	Belarus, Egypt, El Salvador, Georgia, Greece, Hungary, Jordan, Tunisia, Uruguay, Yemen
                     

                     
                        	Cut or simplified postregistration procedures
                        	Colombia, Madagascar, Mauritania, Sierra Leone, South Africa, Tonga, West Bank and Gaza
                     

                  
               

               
                  Source: Doing Business database.
                  

               

            

            Yemen reformed business start-up the most. In 2007 it had the second largest minimum capital requirement in the world at $15,225
               (2,003% of income per capita). This is now gone, reduced to zero. That’s not all. Yemen also activated its one-stop
               shop, making it possible to complete all steps—from reserving the company name to obtaining a license for incorporation
               to announcing the company’s formation—in a single location. It made it easier to obtain a license from the municipality
               and to register with the chamber of commerce and the tax office. And it publicized the fact that a company seal is not mandatory.
               The reforms reduced the number of procedures to start a business by 5, and the time by 50 days.
            

            Slovenia was the runner-up in business start-up reforms. It simplified business registration by introducing a single access
               point, making company information available online and eliminating court fees and the requirement to register at the statistical
               office. The changes reduced the procedures by 4, the time by 41 days and the cost by 8.4% of income per capita.
            

            Senegal is among the 14 economies that made Africa the leading region in start-up reforms. Senegal’s one-stop shop
               became fully operational, merging 7 start-up procedures into 1. Start-up time fell from 58 days to 8. Liberia too streamlined
               business registration, cutting 3 months from the time. Businesses can now start in less than 1 month. Liberia also made the
               process more affordable, making the use of lawyers optional. The cost is a fourth of what it used to be. Madagascar also focused
               on cost, abolishing the professional tax.
            

            Sierra Leone and South Africa made the use of lawyers optional. South Africa also introduced electronic means of certifying
               and publishing company documents. In Botswana and Namibia entrepreneurs now benefit from computerized registration systems.
               Zambia revamped the company registry and created a one-stop shop. So did Lesotho, reducing start-up time by 33 days. Burkina
               Faso continued reforms at its one-stop shop, CEFORE. Ghana officially eliminated the requirement for a company seal. Angola,
               Kenya, Mauritania and Mauritius also reformed.
            

            Eastern Europe and Central Asia saw reform in 10 economies. Six reduced the running-around time for entrepreneurs by creating
               one-stop shops. Albania took registration out of the courts and merged company, social security, labor and tax registrations.
               Before, entrepreneurs had to wait more than a month to start doing business; now it’s just 8 days. Azerbaijans one-stop
               shop reduced delays by 2 weeks, Slovenia’s by 6. Bulgaria, the Kyrgyz Republic and the former Yugoslav Republic of
               Macedonia undertook reforms similar to Azerbaijan’s. And while Czech entrepreneurs still have to obtain multiple documents,
               the new “Project Czech Point” allows them to do so at one place.
            

            Belarus activated a unified registration database and cut the minimum capital requirement by half. Georgia eliminated the
               minimum capital requirement altogether. It also cut the requirement for a company seal and made the use of notaries optional.
               Moldova introduced 2 new laws, on limited liability companies and company registration, and tightened time limits. In contrast,
               Bosnia and Herzegovina increased the time to start a business by tightening notarization requirements.
            

            The Middle East and North Africa made big strides in reform. Syria was the second biggest reformer in the region, behind Yemen.
               A new company law and commercial code took registration out of the court and introduced statutory time limits. Using lawyers
               became optional. But along with the reforms making it easier to start a business came a reform making it more difficult—a
               33% increase in paid-in minimum capital.
            



            
               Table 2.3 Who regulates business start-up the least—and who the most?
               

               
                  
                     
                        	Procedures (number)
                           

                        
                     

                     
                        	Fewest
                           

                        
                        	
                           

                        
                        	Most
                           

                        
                        	
                           

                        
                     

                  
                  
                     
                        	Canada
                        	1
                        	Greece
                        	15
                     

                     
                        	New Zealand
                        	1
                        	Montenegro
                        	15
                     

                     
                        	Australia
                        	2
                        	Philippines
                        	15
                     

                     
                        	Belgium
                        	3
                        	Venezuela
                        	16
                     

                     
                        	Finland
                        	3
                        	Guinea-Bissau
                        	17
                     

                     
                        	Georgia
                        	3
                        	Brazil
                        	18
                     

                     
                        	Sweden
                        	3
                        	Brunei
                        	18
                     

                     
                        	Bulgaria
                        	4
                        	Uganda
                        	18
                     

                     
                        	Denmark
                        	4
                        	Chad
                        	19
                     

                     
                        	Singapore
                        	4
                        	Equatorial Guinea
                        	20
                     

                  
               

               
                  
                     
                        	Time (days)
                           

                        
                     

                     
                        	Fastest

                        	
                           

                        
                        	Slowest
                           

                        
                        	
                           

                        
                     

                  
                  
                     
                        	New Zealand
                        	1
                        	Lao PDR
                        	103
                     

                     
                        	Australia
                        	2
                        	Brunei
                        	116
                     

                     
                        	Georgia
                        	3
                        	Equatorial Guinea
                        	136
                     

                     
                        	Belgium
                        	4
                        	Venezuela
                        	141
                     

                     
                        	Singapore
                        	4
                        	São Tomé and Principe
                        	144
                     

                     
                        	Canada
                        	5
                        	Brazil
                        	152
                     

                     
                        	Hungary
                        	5
                        	Congo, Dem. Rep.
                        	155
                     

                     
                        	Iceland
                        	5
                        	Haiti
                        	195
                     

                     
                        	Denmark
                        	6
                        	Guinea-Bissau
                        	233
                     

                     
                        	Mauritius
                        	6
                        	Suriname
                        	694
                     

                  
               

               
                  
                     
                        	Cost (% of income per capita)
                           

                        
                     

                     
                        	Least
                           

                        
                        	
                           

                        
                        	Most
                           

                        
                        	
                           

                        
                     

                  
                  
                     
                        	Denmark
                        	    0.0
                        	Benin
                        	196.0
                     

                     
                        	Slovenia
                        	    0.1
                        	Angola
                        	196.8
                     

                     
                        	Ireland
                        	    0.3
                        	Djibouti
                        	200.2
                     

                     
                        	New Zealand
                        	    0.4
                        	Burundi
                        	215.0
                     

                     
                        	Canada
                        	    0.5
                        	Central African Republic
                        	232.3
                     

                     
                        	Bahrain
                        	    0.6
                        	Togo
                        	251.3
                     

                     
                        	Sweden
                        	    0.6
                        	Gambia, The
                        	254.9
                     

                     
                        	United States
                        	    0.7
                        	Guinea-Bissau
                        	257.7
                     

                     
                        	Singapore
                        	    0.7
                        	Zimbabwe
                        	432.7
                     

                     
                        	United Kingdom
                        	    0.8
                        	Congo, Dem. Rep.
                        	435.4
                     

                  
               

               
                  
                     
                        	Paid-in minimum capital
                           

                        
                     

                     
                        	Most
                           

                        
                        	% of income per capita
                           

                        
                        	US$
                           

                        
                     

                  
                  
                     
                        	Burkina Faso
                        	459
                        	1,973
                     

                     
                        	Oman
                        	461
                        	51,282
                     

                     
                        	Guinea
                        	477
                        	1,907
                     

                     
                        	Central African Republic
                        	514
                        	1,953
                     

                     
                        	Djibouti
                        	514
                        	5,602
                     

                     
                        	Togo
                        	560
                        	2,016
                     

                     
                        	Ethiopia
                        	694
                        	1,526
                     

                     
                        	Niger
                        	702
                        	1,966
                     

                     
                        	Guinea-Bissau
                        	1,015
                        	2,030
                     

                     
                        	Syria
                        	4,354
                        	76,627
                     

                  
               

               
                  Note: Sixty-nine economies have no paid-in minimum capital requirement.
                  

                  Source: Doing Business database.
                  

               

            

            Lebanon and Oman improved the efficiency of their one-stop shops. What used to take 46 days in Lebanon now takes 11. Tunisia,
               having already reduced its minimum capital requirement, abolished it altogether. Jordan reduced its minimum capital requirement
               by more than 96%. Following on the previous year’s reforms, Egypt further reduced registration costs and paid-in minimum
               capital. Saudi Arabia continued to simplify commercial registration formalities and reduced fees by 80%. Computerization of
               the registry in West Bank and Gaza reduced the time to register.
            

            Among OECD high-income economies there were 6 reformers. Canada and New Zealand made it possible to start a business with
               a single procedure. Entrepreneurs in Toronto, Canada, can incorporate their company online and automatically receive a business
               number within 5 days. Those in New Zealand can now register for taxes while incorporating their company online. Greece and
               Hungary reduced minimum capital requirements by about 80%. Hungary also introduced online filing and publication and made
               the use of notaries optional. Italy reformed its electronic registration system, enabling businesses to complete all procedures
               at once. Slovakia’s one-stop shop merged 4 procedures into 1 and reduced costs. Entrepreneurs in Switzerland were less
               fortunate: they now must deposit twice as much capital in the bank (nearly $20,000) before registering a company.
            

            El Salvador led reform efforts in Latin America and the Caribbean, reforming for the third year in a row. A new commercial
               code reduced the minimum capital requirement, simplified the legalization of accounting books and eased publication requirements.
               Uruguay abolished the minimum capital requirement. Colombia focused on administrative changes, substantially reducing costs
               and simplifying requirements for accounting books. Computerization was another trend: Costa Rica cut 17 days by computerizing
               tax registration. Panama simplified licensing procedures. The Dominican Republic reduced start-up cost and introduced online
               name verification.
            

            In East Asia, Malaysia cut the time by 11 days by introducing an online registration system. Singapore merged the name search
               with online business registration. Tonga saved on time and cost by reforming business licensing. Indonesia reduced the time
               to start a business from 105 days to 76, but almost doubled the minimum capital requirement.
            

            In South Asia only Bangladesh reformed. It made involving lawyers in company registration optional.

         

         
            What are the Reform Trends?

            In the past 5 years 115 economies around the world have simplified business startup through 193 reforms (figure 2.4). Many opted for low-cost administrative reforms requiring little or no change in regulation. Others went further, introducing
               or amending legislation. Here are some of the most prevalent reforms along with some of the lessons learned on the way (figure 2.5).
            



            
               Figure 2.4 Eastern Europe & Central Asia leads reforms, Africa runner-up
               
[image: WB.978-0-8213-7609-6.ch2.sec3.fig4.jpg]Note: A reform is counted as 1 reform per reforming economy per year.
               

               Source: Doing Business database.
               

            



            
               Figure 2.5 Top 5 reform features in starting a business: Reforms Including feature since DB2005 (%)
               
[image: WB.978-0-8213-7609-6.ch2.sec3.fig5.jpg]Note: A reform may include several reform features.
               

               Source: Doing Business database.
               

            

            
               Creating a One-Stop Shop

               Thirty-nine economies have created or improved a one-stop shop in the past 5 years: 16 in Eastern Europe and Central Asia,
                  7 in Africa, 6 in the OECD high-income group, 5 in Latin America and 5 in the Middle East and North Africa. One-stop shops
                  can be a quick way to build momentum for reform. Azerbaijan, El Salvador, Guatemala and Morocco created theirs in less than
                  6 months. And introducing a one-stop shop has had promising results. In Oman business registrations increased from an average
                  733 a month in 2006 to 1,306 a month in 2007. In Azerbaijan registrations grew by 40% between January 1 and May 2008. Croatia
                  saw company formation in Zagreb and Split increase by more than 300% over 3 years.
               

               But creating a one-stop shop is no magic bullet. Often entrepreneurs must still deal with formalities elsewhere as well (figure 2.6). In Guatemala, for example, the one-stop shop can organize commercial, tax and social security registration in 2-3 days.
                  But before the registrar can finalize the registration, a notice must be published for 8 days during which third parties can
                  raise objections. Despite the one-stop shop, 11 procedures and 26 days are still required. Reformers also run the risk of
                  creating “one-more-stop shops” or “mailboxes” that merely receive applications and forward them
                  to ministries for approval. Delays continue.
               

               
                  Figure 2.6 One-stop shops—same name, different results: Time and procedures to start a business
                  
[image: WB.978-0-8213-7609-6.ch2.sec3.fig6.jpg]Source: Doing Business database.
                  

               

            

            
               Abolishing the Minimum Capital Requirement

               Sixty-nine economies allow entrepreneurs to start a company without putting up a fixed amount of capital before registration.
                  They allow entrepreneurs to determine what is appropriate for the business based on its type and capital structure. Twenty-two
                  economies have reduced or abolished their minimum capital requirement in the past 5 years, including Egypt, Finland, France,
                  Georgia, Hungary, Japan, Jordan, Uruguay and Yemen. This group has seen some of the biggest spikes in new company registrations.
                  After Madagascar reduced its minimum capital requirement by more than 80% in 2006, the rate of new registrations jumped from
                  13% to 26%. After Tunisia reduced its requirement, new registrations increased by 30% between 2002 and 2006.7 That encouraged the country to abolish it altogether in 2007/08.
               

            

            
               Using Technology

               Making registration electronic is among the most effective ways to speed company formation. Seven of the economies with the
                  fastest business start-up offer electronic registration—Australia, Canada, Denmark, Estonia, New Zealand, Portugal
                  and Singapore. More than 20 economies have introduced electronic registration in the past 5 years. Customers are not the only
                  ones saving on time and cost. When Belgium implemented its paperless registration and filing system, it reduced annual administrative
                  costs by €1.7 billion.
               

               Electronic registration is possible in more than 80% of rich economies but only about 30% of developing ones. That is not
                  surprising, of course, given the differences in internet access and costs.8

               And electronic registration is more complicated than it looks. In Sweden applications for company, tax and labor registrations
                  can be completed online. But most forms still must be printed out and signed by hand. The Philippines allows entrepreneurs
                  to reserve the company name and register online, but still requires payment in person. Belgium allows electronic filing—but
                  only through a notary or lawyer. In Argentina corporate managers have to get a fiscal code before using the online tax system
                  and obtaining a tax identification number. Countries also have to make sure that the legislation needed to allow electronic
                  transactions is in place.
               

               But much can be gained already—in time and cost and also in safety—by computerizing files at the registry or
                  offering some online services such as name checking. And everyone has to start somewhere. It was only 13 years ago that one
                  of the company registries in the United States stored all files in a warehouse so big that employees were using roller skates
                  to get to the documents. Obtaining documents took about a month. Thankfully there was no fire.
               

            

         

         
            

            
               1. This example is from the World Bank’s Doing Business: Women in Africa (2008a), a collection of case studies of African entrepreneurs.
               

            

            
               2. Kaplan, Piedra and Seira (2008) on Mexico, Chari (2008) on India, Monteiro and Assunção (2008) on Brazil and Yakovlev and Zhuravskaya (2008) on the Russian Federation.
               

            

            
               3. Barseghyan (2008).
               

            

            
               4. Bruhn (2008).
               

            

            
               5. Ciccone and Papaioannou (2007).
               

            

            
               6. Freund and Bolaky (forthcoming), Chang, Kaltani and Loayza (forthcoming), Cunat and Melitz (2007), Helpman and Itskhoki (2007) and Helpman, Melitz and Rubinstein (2008).
               

            

            
               7. Klapper and others (2008).
               

            

            
               8. World Bank Group Entrepreneurship Database, 2008.
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