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20. Regulatory framework: Starting a business

A combination of opportunity, capabilities and resources
does not necessarily lead to entrepreneurship if opportu-
nity costs (e.g. forgone salary and loss of health insurance)
and start-up costs outweigh the potential benefits. The reg-
ulatory framework is therefore a critical factor affecting
countries’ entrepreneurial performance. While the regula-
tory framework, as broadly defined by the EIP, encompasses
taxes, regulations and other public rules and institutions
affecting entrepreneurship, this section focuses on mea-
sures of burden on the creation of new enterprises. 

Comparability

Administrative burdens on start-ups 

Data are part of the OECD Database of Indicators of Product
Market Regulation, which measure a country’s regulatory
environment. Qualitative information on country laws and
regulations is collected periodically through a question-
naire to national administrations and turned into quantita-
tive indicators after peer review of the questionnaire
results. The latest available year is 2008. The database com-
prises three broad sets of indicators on state control, barri-
ers to entrepreneurship, and barriers to trade and investment.
The indicator Barriers to entrepreneurship measures differ-
ent regulations in the domain of entrepreneurship and is
composed of three sub-indicators: Administrative burdens on
start-ups; Regulatory and administrative opacity; and
Barriers to competition. Higher-level indicators, such as
barriers to entrepreneurship, are calculated as weighted aver-
ages of their lower-level indicators using equal weights for
aggregation. 

Data refer to 2008; for Greece, Ireland, and Slovak Republic
they refer to 2003 and for India, Indonesia and South Africa
to 2007.

Starting a business

Data are drawn from the World Bank’s Doing Business
report. This is an annual publication based on a survey of
domestic laws, regulations and administrative require-
ments. It provides quantitative measures of regulations
that apply to domestic small and medium-size enterprises
in a number of areas, namely: starting a business, dealing
with construction permits, registering property, getting
credit, protecting investors, paying taxes, trading across
borders, enforcing contracts; closing a business, employing
workers and getting electricity. The construction of the
indicators is based on the assumption that the business
is located in the largest business city of the economy. 

The most recent data collection was done in 2010.

Sources/Online databases

OECD Indicators of Product Market Regulation. 
www.oecd.org/document/36/
0,3746,en_2649_34323_35790244_1_1_1_1,00.html 

World Bank Doing Business Database. 
www.doingbusiness.org/data 

For further readings

Wölfl, A., I. Wanner, T. Kozluk, G. Nicoletti (2009), Ten Years
of Product Market Reform in OECD Countries – Insights From a
Revised PMR Indicator. 
www.oecd.org/dataoecd/29/41/42779045.pdf 

World Bank, 2011 Doing Business Report.
www.doingbusiness.org/~/media/FPDKM/Doing%20Business/
Documents/Annual-Reports/English/DB11-FullReport.pdf 

Information on data for Israel:
http://dx.doi.org/10.1787/888932315602

Definitions

The indicator administrative burdens on start-ups mea-
sures the burdens of creating a new entreprise. It is a
composite indicator resulting from the aggregation of
three low level indicators: administrative burdens for
corporations, administrative burdens for sole propri-
etor firms, and sector-specific administrative bur-
dens.

The indicator starting a business is a composite indica-
tor measuring the procedures, time and costs neces-
sary to incorporate and register a new firm with up to
50 employees and start-up capital of 10 times the
economy’s per-capita gross national income. 

Highlights

While differently built, the two measures of the
administrative burdens of starting a business show a
good correlation, i.e. both of them indicate more
favourable conditions in English-speaking countries
and Nordic European countries. 

http://www.oecd.org/document/36/0,3746,en_2649_34323_35790244_1_1_1_1,00.html
http://www.doingbusiness.org/data
http://www.oecd.org/dataoecd/29/41/42779045.pdf
http://www.oecd.org/dataoecd/29/41/42779045.pdf
http://www.doingbusiness.org/~/media/FPDKM/Doing%20Business/Documents/Annual-Reports/English/DB11-FullReport.pdf
http://www.doingbusiness.org/~/media/FPDKM/Doing%20Business/Documents/Annual-Reports/English/DB11-FullReport.pdf
http://dx.doi.org/10.1787/888932315602
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Figure 20.1. Administrative burdens on start-ups, 2008
Scale from 0 to 6 from least to most restrictive

1 2 http://dx.doi.org/10.1787/888932385066
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Figure 20.2. Starting a business, 2010
Ranking of countries from least to more restrictive
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