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8. Policy environment

Entry and growth of new firms is important, as is their
adaptability to changes in the economy and their ability to
exit when necessary. New enterprises drive a large number
of obsolete firms out of the market and often do not survive
very long themselves. A policy environment that fosters
the start-up and growth of new firms is essential for inno-
vation to flourish.

Cutting red tape to improve the quality of regulation is
important for facilitating business creation. The decrease
in the number of days needed to open a business shows
significant progress in this direction. On average in the
OECD area it takes 14 days to start a business, down from
34 days in 2003. In Indonesia the number has dropped sub-
stantially from 168 to 47 days, while in Brazil it still took
120 days to open a business in 2010.

A high-quality regulatory framework allows businesses to
enter the market and grow. During the last decade, most
OECD countries have lowered barriers to entrepreneurship.
In 2008, barriers to entrepreneurship were highest in China
and India (among OECD and BRIICS countries), especially
owing to administrative burdens on start-ups.

Individuals’ decisions to start a business are also affected
by taxes and tax policy: general taxes (personal income,
corporate and capital gain tax rates, social security contri-
butions) and targeted tax policies (tax incentives for
start-ups, young firms and SMEs). OECD analysis finds that
reducing top marginal personal income tax rates raises
productivity in industries with potentially high rates of
enterprise creation.

Days needed to start a business, 2003 and 2010

Source: World Bank, Doing Business Database, June 2011.
1 2 http://dx.doi.org/10.1787/888932487438
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Definitions

Days needed to start a business is the median duration
indicated by incorporation lawyers as necessary to
complete the procedures. The barriers to entrepreneur-
ship indicator measures regulations affecting entre-
preneurship on a scale of zero to six; lower values
suggest lower barriers. The index is composed of
barriers to competition (legal barriers, antitrust
exemptions, barriers in network sectors and in retail
and professional services); regulatory and adminis-
trative opacity (licences, permits, simplicity of proce-
dures); and administrative burdens for creating new
firms. The marginal tax rate covers employees’ and
employers’ social security contributions and personal
income tax. The corporate income tax rate is the
statutory tax rate applicable to incorporated busi-
nesses. It combines the central and sub-central
(statutory) corporate income tax rate.
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Barriers to entrepreneurship, 2008
Scale from 0 to 6 from least to most restrictive

Source: OECD, Product Market Regulation Database, May 2011.
1 2 http://dx.doi.org/10.1787/888932487457

Taxation on personal income and corporate income, 2010 
Marginal personal income tax and social security contribution rates on gross labour income and statutory corporate income tax rates

Source: OECD (2011), Taxing Wages 2009-2010, OECD Publishing, Paris. See chapter notes.
1 2 http://dx.doi.org/10.1787/888932487476

Measurability

Product market regulations indicators are quantitative indicators derived from qualitative information on laws and
regulations that may affect competition. The qualitative information mainly comes from a questionnaire filled by
national administrations. Higher-level (composite) indicators, such as the barrier to entrepreneurship indicator, are
calculated as weighted averages of their lower-level indicators using equal weights for aggregation. Personal income
taxes and the differential between the treatment of self-employment income and wage income affect individuals’
decision to start a business. Corporate taxes determine the after-tax returns on investment and therefore drive firms’
investment decisions. Personal income tax rates on gross wage income are calculated within the OECD Taxing Wages
framework, which allows for international comparability across countries.
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