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	Issue in a Snapshot

	Positively for businesses, the economic crisis has forced many governments to overhaul their business regulations in order to stimulate investment and economic growth and address their growing socio-economic challenges.

In particular emerging markets, under pressure from rising unemployment, growing economic imbalances and the IMF, have been at the forefront of economic reforms.

Although at a slower pace, OECD economies have also achieved numerous reforms, easing corporate tax rates and improving property registration.
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The World Bank published in September the 2010 Doing Business Report, which highlights an acceleration in the pace of economic reforms in the world after the financial crisis. This positive development for businesses seems to be mainly an indirect result of the global economic downturn; many countries, particularly emerging markets, have responded to the challenges posed by the recession by reviewing their business regulations in order to attract investment, stimulate growth and address their growing socio-economic problems.

The Doing Business Report assesses business regulation and the protection of property rights, by measuring ten different indicators: ease of starting a business; construction permits; rigidity of the labour market; property registration; access to credit; investment protection; taxation; trading across borders; contract enforcement; and ease of closing a business. The survey covers 183 countries and is based on the indications provided by around 8,000 local experts. However, some caveats concerning the methodology employed in the report should be borne in mind, as for example the fact that collected data refer only to doing business in each country’s biggest city or that the survey focuses on a specific business form, the limited liability company.

Emerging markets lead the way

Based on this methodology, the World Bank underlines in the report that between June 2008 and May 2009 the 183 countries surveyed implemented 287 reforms, a figure equivalent to a 20% increase compared with the previous year. 66% of these changes were introduced in low and lower-middle income countries, whereas high and upper-middle income economies accounted for 34% of approved reforms. For the first time, a Sub-Saharan African country, Rwanda, was crowned top reformer, on account of an impressive series of reforms adopted to ease starting a business, employing workers, registering property, getting credit, protecting investors, trading across borders and closing a business. The other top reformers were, in order: the Kyrgyz Republic, Macedonia, Belarus, the United Arab Emirates, Moldova, Colombia, Tajikistan, Egypt and Liberia. From a regional point of view, Eastern Europe and Central Asia and the Middle East and North Africa were the most active reformers.

The growing pressure on developing countries exerted by the economic recession largely explains these statistics. Emerging markets have had to cope with both the challenges of economic development and the global recession; as a result of rising unemployment and lower exports, commodity prices, remittances and investment flows, governments in Eastern Europe, the Middle East, Africa, South-East Asia and Latin America are now facing growing economic imbalances and increased pressure from their populations. Moreover, some of these governments have had to ask financial support from the IMF, which, in turn, has granted loans on condition that the borrowing country approve a series of reforms. In this context, the simplification of bureaucratic procedures or new investment-friendly legislation has been an essential tool to secure concessional loans, enhance competitiveness, attract FDI and fuel growth.

That said, the overall ranking still shows the considerable gap between high and upper-income economies and the rest of the world, as the former continue to lead the list; for the fourth consecutive year, Singapore topped the ranking. Although at a slower pace, OECD economies have also achieved several reforms in this period, with 17 countries easing the corporate tax burden and improving property registration. As with emerging markets, the financial crisis has also forced many OECD countries to adopt much-needed reforms; this is particularly evident in the financial sector. Moreover, membership of regional common market or trade agreements, such as the EU, has also been an important factor, as increasing competition from neighbouring countries has added pressure on governments to overhaul business regulations and boost competitiveness. Looking ahead, we expect the pace of reform to be at least partially dependent on the strength of recovery: if economic growth picks up gradually, the pressure on government will remain strong, particularly in emerging markets; however, a strong rebound in world growth would reduce many factors of stress, thus probably slowing reforms.
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