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News Release

Doing Business 2008:

 Latin America and the Caribbean Slow to Reform Regulation;  

Colombia Is the Regional Standout
WASHINGTON, D.C., September 26, 2007 – Latin America and the Caribbean is falling further behind other regions in the pace of regulatory reform. In 2006/07 it was the world’s slowest reforming region, according to Doing Business 2008—the fifth in an annual series issued by the World Bank and IFC. Colombia was the regional standout: the sixth-fastest reformer worldwide, it sped up trade, enhanced investor protections, and eased tax burdens.

Overall, the region saw 26 positive reforms—but also six changes that made countries less friendly to business. Venezuela, with the most negative changes, slipped furthest in the rankings. The slowdown in reform across Latin America could be a result of a busy election year: 13 countries saw new governments sworn in. Earlier analysis by Doing Business suggests that the pace of reform may pick up next year, as nearly 85 percent of reforms take place during the first 15 months a new government is in office.

Worldwide the top 10 reformers are, in order, Egypt, Croatia, Ghana, FYR Macedonia, Georgia, Colombia, Saudi Arabia, Kenya, China, and Bulgaria. Another 11 countries, including two in Latin America, had three or more reforms: Armenia, Bhutan, Burkina Faso, the Czech Republic, Guatemala, Honduras, Mauritius, Mozambique, Portugal, Tunisia, and Uzbekistan. 

“The report finds that equity returns are highest in countries that are reforming the most,” said Michael Klein, World Bank/IFC Vice President for Financial and Private Sector Development. “Investors are looking for upside potential, and they find it in economies that are reforming—regardless of their starting point,” he added. Large emerging markets are reforming fast: China, Egypt, India, Indonesia, Turkey, and Vietnam all improved in the ease of doing business. The report finds that as more countries simplify regulation to make it easier to do business, more entrepreneurs are going into business.  
Hence some countries in Latin America may be missing out.

Latin American entrepreneurs continue to face many obstacles. “Starting a business in Latin America still takes 68 days on average, longer than in any other region. And the limited disclosure requirements for related-party transactions do not encourage investors,” noted Sylvia Solf, one of the authors of the report. “Other obstacles are the region’s slow courts and burdensome tax systems,” she added. To comply with tax regulations in Bolivia, for example, a business could pay as much as 78 percent of its profits and spend as many as 1,080 hours a year.

Top reformers in the region

Colombia, the region’s top reformer, has made great strides in easing trade. By extending port operating hours and adopting more selective customs inspections, it reduced the time for port and terminal handling activities by three days. The country strengthened investor protections by increasing disclosure requirements for related-party transactions. It introduced an electronic tax filing system, cutting the average time businesses must spend on tax compliance each year by 188 hours, or 41 percent. And it is progressively reducing the corporate income tax rate, from 35 to 34 percent in 2007 and 33 percent in 2008. 

Guatemala introduced electronic signatures, cutting the time to register property from 37 days to 30. A new Electronic Data Interchange system for customs declarations, along with a new risk-based inspection regime, shortened the time to export by a day. Full implementation of a fast-track system to register companies reduced the time for start-up from 30 days to 26 and the number of procedures from 13 to 11. Approvals of construction projects were expedited, from 286 days to 235. Guatemala also reformed by expanding the scope of small claims courts. 

Honduras simplified municipal licensing procedures. That cut the time to build a warehouse by a third—and the time to start a business by half. New time limits sped up property registration from 36 days to 24. Borrowers in Honduras can now get a free credit report once a year, so they can check the accuracy of their credit history. And parties to a secured loan agreement can now agree to out-of-court enforcement through a notary. 

The Dominican Republic simplified company name registration and put tax registration online. Entrepreneurs can now start a business in 22 days, versus 72 before. Importing became easier, with consular notarization of import documents no longer required. New regulations and reform of the registry cut the time to register property from 107 days to 60. There was also a negative change: the total tax rate for businesses rose by 3.7 percentage points.

Other notable reforms in Latin America and the Caribbean

· Brazil continued its court reforms. Amendments to the civil procedure code made it easier for creditors to collect debts. The number of cases that can go to the Supreme Court was limited, and electronic filing of documents with the court became possible. Traders now benefit from an upgraded Electronic Data Interchange system, cutting import delays by two days.

· Mexico reduced its corporate income tax rate incrementally, from 33 percent in 2004 to 28 percent in 2007 and subsequent years. A new notary fee schedule lowered the costs to register property.

· Trinidad and Tobago improved its credit information system, with utility companies now providing information to credit bureaus. It also cut the corporate income tax rate from 30 to 25 percent. 

· Costa Rica made it possible for traders to submit customs declarations electronically and improved the capacity of its customs service. The changes cut six days from the time to import and seven days from the time to export. 

· El Salvador established a one-stop shop for importers to speed documentation and approvals. 

· Paraguay launched a one-stop shop for starting new businesses, linking five agencies. That cut the time for start-up by more than half, to 35 days.

· Uruguay reduced the corporate income tax and unified employer contributions.

Globally, the report finds that higher rankings on the ease of doing business are associated with higher percentages of women among entrepreneurs and employees. “Increased regulatory reform leads to especially large benefits for women,” said Rita Ramalho, one of the authors of Doing Business. “Women often face regulations that may be aimed at protecting them, but that instead force women into the informal sector, where they have little job security and few social benefits.” 

Doing Business 2008 ranks 178 economies on the ease of doing business. The top 25 in the overall rankings are, in order, Singapore, New Zealand, the United States, Hong Kong (China), Denmark, the United Kingdom, Canada, Ireland, Australia, Iceland, Norway, Japan, Finland, Sweden, Thailand, Switzerland, Estonia, Georgia, Belgium, Germany, the Netherlands, Latvia, Saudi Arabia, Malaysia, and Austria.

The top-ranking economies in Latin America and the Caribbean are Puerto Rico (28), Chile (33), St. Lucia (34), Antigua and Barbuda (41), and Mexico (44). The rankings are based on 10 indicators of business regulation that track the time and cost to meet government requirements in business start-up, operation, trade, taxation, and closure. The rankings do not reflect such areas as macroeconomic policy, quality of infrastructure, currency volatility, investor perceptions, or crime rates. Since 2003 Doing Business has inspired or informed more than 113 reforms around the world.
###

Online Media Briefing Center:

Journalists can access the material before the expiration of the embargo through the World Bank Online Media Briefing Center at http://media.worldbank.org.
Accredited journalists who do not already have a password may request one by completing the registration form at http://media.worldbank.org.
The Doing Business project is based on the efforts of more than 5,000 local experts – business consultants, lawyers, accountants, government officials, and leading academics around the world, who provided methodological support and review. The data, methodology, and the names of contributors are publicly available online at www.doingbusiness.org.

For more information on Doing Business 2008, please contact:

Rebecca Ong (202) 458-0434
Cell: (202) 651-1390 Email: rong@ifc.org

Contact for regional-specific queries on Doing Business 2008:

Latin America & Caribbean

Adriana Gomez (202) 458-5204 
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