3.3 UNLEASHING INNOVATION IN FIRMS - Policy environment

While entry and growth of new firms is important, so 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 innovation

to flourish.
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Barriers to entrepreneurship, 2008
Scale from O to 6 from least to most restrictive

I Regulatory and administrative opacity Administrative burdens on start-ups 5 Barriers to competition

Source: OECD, Product Market Regulation Database, December 2009.
StatLink == http://dx.doi.org/10.1787/835713671578

Taxation on personal income and corporate income, 2009
Marginal personal income tax and social security contribution rates on gross labour income and statutory corporate income tax rates

I Marginal personal income tax and social security contribution rates on gross labour income Statutory corporate income tax rates
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Source: OECD (2010), Taxing Wages 2008-2009: 2009 Edition, OECD, Paris. See chapter notes.
StatLink @i http://dx.doi.org/10.1787/835713671578

Measurability

Product market regulations (PMR) indicators are quantitative indicators derived from qualitative information
on laws and regulations that may affect competition. The qualitative information mainly comes from
answers to a questionnaire by national administrations, the results of which are subject to peer review,
which guarantees a high level of comparability across countries. 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. See OECD (2009b), Economic Policy Reforms: Going for Growth 2009, Chapter 7
and Annex 7.Al.

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 and potential entrepreneurs’ decision on
whether to start investing. Personal income tax rates on gross wage income are calculated using the OECD
Taxing Wages framework, which allows for broad international comparability across countries. However, the
difficulty of calculating comparable tax rates remains a significant burden for cross-country studies on the
impact of taxation on entrepreneurship.
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