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Prologue

Roberto Salinas Ledn | Executive Director,
Center for Latin America, Atlas Network

Livgrty and the “Bossy otate” in Latin America

“Useless laws weaken necessary laws.”
—Montesquieu

A few weeks after Atlas Network released the first edition of
the Index of Bureaucracy in Latin America, in November of
2021, The Economist published a welcome editorial warning
about the perils of what the authors call “the bossy state.”
This is the new trend where governments, armed with good
intentions to nudge businesses towards a “safer and fairer”
society, replace their role as “umpires” and become “backseat
drivers.” Important dangers emerge, including conflicts of in-
terest, diminished efficiency and innovation, and cronyism.

The second edition of the Index of Bureaucracy in Latin Amer-
ica 2022 confirms these fears. Dr. Sary Levy-Carciente, in
collaboration with research associates from eleven different
countries across Latin America, has compiled a set of valuable
empirical data that highlights the mounting hurdles that the
expansion of the administrative state imposes on microen-
terprises, and the high opportunity costs that emerge in the
face of coping with such a complex web of regulations. One
result of bureaucratic interventionism is waste; another is the
deadweight financial burden that entrepreneurial initiatives
must absorb to remain in business; yet another is corruption.

In effect, the empirical findings of this cross-country re-
search help validate what Luis de la Calle (a prominent Mexi-
can economist) calls “the economics of extortion.” Everyday
men and women who seek to get ahead and prosper are in-
exorably confronted with the formidable task of bureaucratic
compliance from a host of different administrative areas of
federal, state, and local government: permits, concessions,
licenses, rules and regulations, taxes, and much more. This
generates a vicious circle of perverse incentives, where reg-
ulators unwittingly become experts at rent-seeking, using
the power of permission to extort rents, on pain of closure
or suspension. Here, then, lies an explanation of the wide-
spread corruption that emerges when bribes and “tit for tat”
understandings become a part of doing business, in the form
of an extra-legal tax that is required to sustain entrepreneur-
ial initiatives. Microenterprises are especially susceptible, as,
in a very real sense, they are defenseless against this deviant
manifestation of the bossy state.

Sary Levy correctly suggests that this phenomenon involves
the transformation of “red tape” into outright “black tape.”

The world economy suffered a significant setback in hu-
man and economic freedoms during the pandemic and the
ensuing lockdowns imposed in the vast majority of coun-
tries throughout the globe. Latin American countries were
especially hard-hit, with a setback of at least ten years to
“catch up” to levels achieved before the pandemic. In short,
the region is facing yet another “lost decade.” This research
project is especially valuable in identifying areas where
public policy could go a very long way toward making en-
trepreneurial life easier for micro-businesses, reducing
the amount of time devoted to compliance and bureau-
cratic procedures. Such reforms would also help reduce
the opportunity costs involved in the complex network of
rent-seeking that currently keeps entrepreneurship stifled
and unable to grow, imprisoned in the informal economy.

This explains the force of our motto: Déjame trabajar, that
is, “Let me work.” Indeed, despite the findings of this In-
dex, it is important to highlight that, using this research,
policymakers and policy analysts can now identify several
areas for a relatively fast improvement in the right direc-
tion, namely, of enhancing greater economic freedom. As
Brad Lips invites us to consider in his book Liberalism and
the Free Society 2021, “The future belongs to advocates of
authentic liberalism—open and entrepreneurial, inclusive
and generous. ...

In this regard, we are especially pleased that this second
edition of the Index of Bureaucracy in Latin America 2022
is co-published with the Adam Smith Center for Economic
Freedom, at Florida International University, in Miami. The
Center’s founding director, Dr. Carlos Diaz-Rosillo, a prom-
inent voice in the world of public policy himself, has been
a key ally in making this research project come to fruition,
and especially in opening the doors in expanding and devel-
oping the initiative in 2023, and beyond.

ROBERTO SALINAS LEON
Executive Director, Center for Latin America, Atlas Network
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work’s Center for Latin America, in particular from
its executive director, Roberto Salinas Le6n, who has
been the best of allies and sponsored us from the mo-
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Introductions

Brad Lips | CEO, Atlas Network

Bureaucracy and Barriers to Irade

At Atlas Network, we believe that removing needless
barriers to voluntary trade and enterprise is essential
for societies to secure greater inclusive prosperity.

To unleash human ingenuity and again bring about ris-
ing living standards, governments must reduce the hur-
dles that stand before working citizens.

Adam Smith described, nearly 250 years ago, how the
wealth of nations increases most where people enjoy
“the obvious and simple system of natural liberty.” Pro-
gress and productivity are nearly inevitable when men
and women can pursue their own interests, provided
that they have “peace, easy taxes, and a tolerable admin-
istration of justice.”

Do we have a tolerable administrative state today? Not
in most countries. The discouraging truth that is un-
veiled in the Index of Bureaucracy in Latin America
2022 is that micro-enterprises allocate an average of
550 hours working hours per year simply to comply
with the requirements imposed by bureaucratic rules
and regulations. This makes entrepreneurial life in-
tolerable for working men and women who are simply
trying to get ahead.

Not all regulations are misguided and most are craft-
ed with benign intentions, but we must be clear-eyed
in recognizing that the expansion of the administra-
tive state has created a predatory dynamic that pun-
ishes regular people.

This second edition of the Index of Bureaucracy in
Latin America 2022, now expanded to cover eleven
countries, sheds light on the extent of today’s prob-
lems and on policy changes that would create a more
reliable climate for productive investment, innovation,
and freedom to choose. The study is coordinated by
Dr. Sary Levy-Careciente, a senior fellow with Cedice

Libertad in Venezuela, co-published with the Adam
Smith Center at Florida International University, and
inspired by earlier work by the Institute of Economic
and Social Studies in Slovakia.

This Index complements other worthy cross-country
research studies about human freedom. One of its dis-
tinguishing virtues is that the Index of Bureaucracy pro-
vides insights about everyday people, trying to make a
living. Whereas some research tools are geared toward
attracting foreign direct investment from multinational
corporations, our Index of Bureaucracy recognizes the
dignity of everyday men and women and their capacity
to be drivers of value creation.

Excessive bureaucracy provides a drag on economic
growth, and also incentivizes people to direct their
entrepreneurial energies not to productive enterprise
but to the challenge of navigating a labyrinth of regu-
latory codes and government offices. Money spent on
lawyers and consultants—and often, on bribes—could
otherwise have been directed to creating productive
services and essential goods.

Hence our motto, “Déjame trabajar” (i.e., “Let me work”).
This is not a matter of ideology, still less of partisan pol-
itics, but rather a recognition of the needs of everyday
citizens who aspire towards a better future and a more
prosperous outcome. As the great philosopher of law
Richard Epstein says, we need simple rules for a complex
world. This means, among many other things, a frame-
work of general rules that are simple and predictable,
with a government bureaucracy that facilitates, rather
than hinders, enterprise and human progress.

BRAD LIPS
CEO
Atlas Network




Introductions

Carlos Diaz-Rosillo, Ph.D. | Director and Founder,
Adam Smith Center for Economic Freedom, FIU

Better Incantives for Botter Results

The Index of Bureaucracy in Latin America 2022 high-
lights one of the greatest obstacles to achieving pros-
perity in the entrepreneurial structure of any country:
hyper-regulation, the vast number of controls and pro-
cedures that limit productive activities, commerce, and
innovation, and slows down economic growth, both for
individuals and for society at large.

This important research initiative, which is now a joint part-
nership between the Adam Smith Center for Economic Free-
dom and Atlas Network, emphasizes the bureaucratic bur-
dens that small enterprises must confront, not only for their
creation but also for their daily activities. The study finds the
average total number of work hours that small businesses
must dedicate on an annual basis to comply with bureau-
cratic procedures in three different areas: labor compliance,
daily operation of the enterprise (where the majority of the
legal obstacles are associated with tax compliance), and “oth-
ers,” which include a large variety of rules and procedures
that vary by industry sector and government level.

The study looks at 11 countries in the region, represent-
ing almost 90% of the total population of Latin America.
The methodology employed by the index suggests that the
most representative productive activities devote an aver-
age of 548 work hours per year to comply with bureaucratic
measures imposed by government administration. It is not
surprising that the worst performer is Venezuela, where
bureaucratic requirements represent more than 1,000
hours per year (133 working days!). By contrast, in Brazil,
compliance with bureaucratic procedures requires 180
hours per year (22.5 working days).

Even though an effective bureaucracy is necessary for
the functioning of a modern society, when that bureau-
cracy becomes excessive, it inhibits the flourishing of
commercial activities, discourages investment and cre-
ative efforts, and takes up material and human resources
that would otherwise be allocated to production and in-
novation. It also forces millions of entrepreneurs into in-
formality, leading them to work outside the legal frame-
work and, consequently, beyond the radar of legitimate

government oversight and the tools necessary for the im-
plementation of sound public policies (thus pushing these
entrepreneurs into the fringes of criminal activities).

While the index highlights the regulatory and bureaucratic
areas that are not working well in the region—and the steps
necessary to improve their regulatory frameworks—it also
showcases successful public policies that remove barriers to
productive commercial activity and allow citizens to prosper.
In other words, the study helps us understand what needs
to be done and what needs to be avoided to achieve better
results. At the same time, it helps us understand how differ-
ences in institutional and policy frameworks across different
countries can help or hinder the dynamics of virtuous circles
that promote economic freedom, progress, and prosperity.

We would like to express our gratitude to Brad Lips, CEO
of Atlas Network, and Roberto Salinas-Ledén, Executive
Director of the Center for Latin America at Atlas Network,
for the invitation to take part in this important initiative.
We know that the Index of Bureaucracy in Latin America
will continue to grow, in both reach and impact, and that
it will become a key reference for those interested in the
design and implementation of public policies that lead to
a society that is freer, fairer, and more prosperous for all.

We are also convinced that it will become a useful instrument
to help advance one of the key motivators for the Adam Smith
Center: the relationship between thinking and doing to create
meaningful transformations with positive social impact. The
identification of barriers and obstacles to commercial activ-
ities is valuable insofar as decision-makers can use them to
promote policies that lead to greater economic activity and
allow millions of small and micro enterprises and entrepre-
neurs to generate prosperity for their families, their commu-
nities, and their countries. That is why we are interested in
looking for better incentives that lead to better results.

CARLOS DIAZ-ROSILLO, PH.D.
Director and Founder

Adam Smith Center for
Economic Freedom
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Dr. Manuel Hinds | Economist and Consultant

The Gosts of Excessive Bureaucracy

The Purpose of the Index

The burden on small businesses of managing the direct
costs of government-imposed bureaucracy is a very impor-
tant variable in determining the development of this crucial
sector, as well as in defining the degree of formality in the
economy. The higher the costs, the lower the incentive to
develop new enterprises—and the greater the incentive for
companies to remain in the informal sector. So far, the costs
of bureaucracy have been calculated only through taxes
and other contributions to the government.

This second edition of the Index of Bureaucracy in Latin
America 2022, changes that paradigm by highlighting the
significance of government bureaucracy on small business-
es. It illustrates the number of hours per year a person must
work to comply with legal requirements throughout 11 coun-
tries in the region, in three categories: Administration of Op-
erations, Administration of Employment, and Other Bureau-
cratic Procedures. The overall result indicates that the most
representative companies in the region allocate an average
of 548 hours/year for this purpose, which represents 25—
40% of the annual working time of an employee, or between
three and five months of a person’s eight-hour workday. This
represents a huge burden for small businesses.

Uses of the Index

When combined with supplemental data, this index can
expand the diagnosis of problems that these costs inflict
on individual countries, not just on businesses themselves.
Hence, it is necessary to integrate it with other data, such
as the number of hours/year available to companies, and
the cost of fulfilling these requirements in terms of income.
These and other similar data are essential not only in deter-
mining the magnitude of the problem but also in designing
pivotal reform policies to reduce the burden and monitor a
cost-effective implementation of those new policies.

This research project generates the necessary information
to facilitate the creation and implementation of these new
policies, which could eventually be published as valuable
addenda to the index. The publication of such useful in-
formation would undoubtedly represent a higher financial
investment, but the benefits would significantly outweigh
the costs, since the information would have already been

generated and would only need to be published.

This information in this document provides the framework
to identify companies that are representative of the econo-
my, as well as basic operational knowledge needed to keep
a company running: branch of operation, business model,
income, expenses, and balance sheet items. This data has
already being collected as the index examines the operating
costs of running a company—different from other bureau-
cratic load indicators, which only contemplate the costs of
opening a new business.

Potential Additional Uses of the Information
Generated by the Index

This data is spontaneously generated when calculating this
index because, contrary to using economy averages to iden-
tify the subject of the study, it uses an interesting method-
ology that selects representative companies and assesses
their bureaucratic cost in the three categories mentioned
above, revealing which government branch has—or has
not—successfully managed this problem. Using this same
methodology, for example, small businesses in Eastern Eu-
rope are defined as workshops that produce “mechanical
or electrical goods,” while in Latin America they produce
“services.” When characterizing companies, important in-
formation is revealed that could be very useful, not only
in determining the cost of complying with bureaucratic
procedures but also in understanding the basic structure
of small companies and enabling a better grasp on how to
help them. This index documents the importance of sectors
in generating employment, and goods and services at the
most basic level of economies, and provides valuable infor-
mation that serves as a data hub on the cost of the bureau-
cratic burden and its impact on formality in the economy.

This information can be fundamental for the formulation
of other public policies, such as formal education and out-
reach programs, since the internal structure and field in
which companies operate says a lot about the strengths and
weaknesses of different societies, including productivity at
the business level and of each nation as a whole.

The index is already playing an important role and has a
promising future as we develop ways to facilitate its use and
expand its reach.

DR. MANUEL HINDS
Economist and Consultant




Executive oummary

To understand and comply with the bureaucratic procedures
required to keep a company running is a complicated and
heavy burden, measured in both time and money. These re-
quirements are especially significant for small companies that,
with limited resources and few personnel, must find their way
in the competitive market of their respective sectors or in-
dustries. For them, allocating the few resources they have to
complete these bureaucratic procedures is often prohibitive,
trapping them in the informal sector.

In Latin America, micro-, small-, and medium-sized enterprises
(MSMESs) are a fundamental component of the business land-
scape, practically representing the entire business universe.
They are important generators of employment but exhibit low
productivity. Although business success is closely linked to the
development of their internal business environment, there are
external factors—toward the company and in the market—that
can cripple their ability to be competitive (World Bank Group
2014).

It is important to note the critical role of the State, econom-
ic institutions, and public policies, which can favor or hinder
business efficiency and success—in particular, the influence of

the legal framework, regulations, bureaucracy, and the quality
of education, among others. An excessive bureaucratic burden
prevents value generation, improvement in customer service,
the possibility of adapting to the transformations and demands
of the market, and creative reinvestment in productive activity.
If this were not enough, these excessive burdens also create
incentives for bribery and corruption, a scourge that threatens
business activities and the possibility of improving the quality
of life for citizens.

This work will focus on small businesses, which are the seeds
of economic independence and free and responsible citizen-
ship. Atlas Network’s Center for Latin America has developed
the calculation of the Latin American Index of Bureaucracy
(IB-LAT) to contribute to the transformative agenda needed to
propel a brighter regional future with productive dynamism
and civil liberties.

The objective of this index is to demonstrate how small compa-
nies and micro-businesses are bound by bureaucratic burdens
that inhibit their competitiveness and their opportunities to
prosper. The index also aims to serve as a guide for policymak-
ers and as a tool for companies and citizens in general. The




measurements have been inspired by the Bureaucracy Index
developed by the Slovak Institute of Economic and Social Stud-
ies (INESS), adapted to this region and considering the most
representative small companies in each country by sector.

In this second edition of the index, the following networks
participated in the project: Fundacion Libertad (Argentina),
Instituto Liberal (Brazil), Instituto de Ciencia Politica Hernan
Echavarria Olozaga (Colombia), IDEAS LAB (Costa Rica), In-
stituto Libertad y Desarrollo (Chile), Instituto Ecuatoriano de
Economia Politica (Ecuador), México Evalta (México), Asoci-
acion de Contribuyentes del Pert (Peru), Instituto OMG (Do-
minican Republic), Centro de Estudios para el Desarrollo (Uru-
guay), and Centro de Divulgacion y Conocimiento Econémico,
Cedice-Libertad (Venezuela). Each institution assigned valua-
ble research associates for this purpose, who with dedication
and professionalism addressed the issues and challenges fac-
ing their respective countries.

First, the productive structure of each of the countries involved
was reviewed and the most relevant activities in the Primary,
Secondary, and Tertiary sectors were identified. Subsequent-
ly, these productive activities were reviewed based on the
weighted proportion of small businesses to the overall size of
business activity. Once the representative sector activity was
selected, an exhaustive survey of the legally required bureau-
cratic procedures was conducted for the small company. This
was substantiated by a series of interviews with companies, as
well as professionals who are experts in the field.

After collecting the information, a quantitative measurement
was carried out, finding the number of hours that a small com-
pany spends on average to fulfill each procedure, the frequency
in which it needs to be done, and the number of people needed
to implement it. This was established for each economic sector
and country. Upon organizing the results, the following stand out:

* The small companies that carry out the most representa-
tive productive activities in the region allocate an average
of 548 hours/year to comply with legal requirements of
bureaucratic procedures in their countries. To put these
figures into perspective, it is worth saying that according
to the OECD, between 1,363 and 2,255 hours are worked
per year, therefore, the bureaucratic-administrative bur-
den represents in these countries between 25% and 40%
of the annual working time of an employee.

* It was discovered that the more numerous, complex, fre-
quent, and changing the processes are, the more compa-
nies tend to outsource them to specialized agents. As a
result, in many cases informal, opaque, and even non-legal
channels emerge, which feed perverse incentives and net-
works of corruption, weakening trust in the rule of law and
social cohesion.

* The average time devoted to bureaucratic compliance is
distributed as follows: 54% for procedures related to the
Administration of Operations; 30% for procedures related
to the Administration of Employment, and the remaining
16% for Other Bureaucratic Procedures.

e It is worth highlighting the important dispersion that
emerges from the IB-LAT results: a difference of almost
six times, between the high and low range of averages by
country. This difference is even more pronounced in the
results by sector, reaching a difference of 15 times.

* The results of the IB-LAT 2022 show Brazil leading the
charts (180 hours/year), followed by Costa Rica (297
hours/year), Ecuador (395 hours/year), Uruguay (406
hours/year), Chile (470 hours/year), Colombia (477 hours/
year), Mexico (506 hours/year), Peru (591 hours/year), Do-
minican Republic (745 hours/year), Argentina (900 hours/
year), and Venezuela (1,062 hours/year).

* In terms of time, the most demanding procedures are:

¢ In 5 of 11 countries, those associated with Adminis-
tration of Operations,
¢ In 4 of 11 countries, those associated with Adminis-
tration of Employment, and
¢ In 2 of 11 countries, those related to Other Bureau-
cratic Procedures.
These results reveal the areas in which particular atten-
tion is crucial.

¢ In terms of sectors, the most affected are:

* In 6 of 11 countries, the Primary sector,

* In4 of 11 countries, the Secondary sector, and

* In1of11 countries, the Tertiary sector.
However, the average of the results by productive sector
is as follows: Primary, 544 hours/year; Secondary, 703.3
hours/year; and Tertiary, 509 hours/year—with the
secondary sector having the greatest dispersion.

* A cluster analysis allowed the countries to be organized
into four groups, combined by similarities in terms of
time involved in complying with the different bureaucrat-
ic procedures. When organizing the results by econom-
ic sectors, the number of groups is reduced to three, and
their members are modified according to the sector being
considered. These findings underscore the need to closely
observe each particular case analyzed here.

* The results show the urgent need to rethink and reorient
the way in which the government bureaucracy has tradi-
tionally functioned, in search of governance that encour-
ages development and growth.

* There are successful cases in the region from which to
draw valuable lessons, guided by policies of simplification
and digitalization of procedures. Some initiatives, how-
ever, aimed at transforming the governmental apparatus
(and despite seeming to be worthwhile strategies) end up
being unsustainable or insufficient, due to problems with
the digital platforms or telecommunications services.

* It is worth noting that although it is vital to make public
bureaucracy more efficient and transparent, it is crucial
to identify those improper, unnecessary, and intrusive re-
quirements that not only promote excessive control but also
serve as incentives for corruption. Identifying and eliminat-
ing them is a priority to encourage the development of a
free, responsible, and prosperous society in the region.
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“Those fighting for free enterprise and free competition
do not defend the interests of those rich today. They want
a free hand left to unknown men who will be the entrepre-
neurs of tomorrow.”

—Ludwig von Mises, Human Action (2011)

Value creation in an economy is built on private initiative as its
primary source. It is the people, fueled by their creativity and
innovation, in their quest to improve their quality of life and that
of their close circle, who compete to offer solutions to problems
and attend to the needs and desires of others. In this process,
personal knowledge, skills and talents—and that of third par-
ties—are combined, integrated, and associated to form compa-
nies, which products and services will be brought to market.

Regardless of their size, companies seek to generate value in the
medium and long term, demanding investment in talent, capital,
and time. Likewise, a certain risk propensity is involved, as cus-
tomers will decide if what is being offered meets their present
and/or future demands.

Without these productive organizations, the exchange focuses on
the short term, on immediate needs, which adds little value or
wealth for future generations. This extension of the time horizon

that companies achieve favors a projection of intergenerational
sustainability, with growth stability, which promotes productiv-
ity and competitiveness. This, in turn, provides choices and the
most diverse access to goods and services, improving the quality
of life and giving people the opportunity to exercise their right to
choose, acquiring what they believe is most useful for them. The
opposite happens in scenarios adverse to private production, in
which options are minimized and consumers must resign them-
selves to scarcity and shortage. The right to choose and to have a
dignified life is suppressed, and future projects are crippled.

In Latin America, micro-, small-, and medium-sized enterprises
(MSMESs) are a fundamental component of the business land-
scape. Although they practically represent the entire business
universe (99.5% of the total) and generate 60% of formal pro-
ductive employment, they only contribute 25% to the regional
gross domestic product (GDP) (Herrera 2020; Garcimartin et
al. 2021, Dini y Stumpo 2020). The latter reflects various prob-
lems of the economies of the region; some of which are struc-
tural in macroeconomic and socio-political terms, and others
in terms of governance and institutional functioning. Standing
out among them is the presence of excessive and heavy bureau-
cratic structures, imposing considerable additional costs to the




production and value-creation processes for the vast majority
of those who venture into economic life. In this sense it is worth
noting that the ability to bear these additional costs is very dif-
ferent for a small, medium or large company, which significantly
widens the gaps in productivity.

Thus, Latin American countries have yet to generate a favora-
ble environment for the competitiveness and productivity of
MSMEs. It is essential to promote an inclusive and inter-gen-
erational sustainable economic development that increases
the generation of quality employment and reduces poverty and
informality. It is worth saying that these situations have wors-
ened with the SARS-Cov2 pandemic and its variants, by the very
measures taken to contain it. Of particular impact was the con-
finement (generating a productive disruption) and an increased
money supply without productive support—with its consequent
inflationary pressures and increase of inherent debt. Other un-
fortunate factors have added to the situation, such as the Rus-
sian invasion of Ukraine, the appearance of monkeypox, and the
multiple geopolitical tensions that warn us of possible conflicts
in the near future.

Value creation results from what Kirzner (1975) called the entre-
preneurial function, which is the process of discovering oppor-
tunities in the market, transforming economic resources, and
channeling them to where they are most valued by people. Al-
though business success is based on the development of greater
and better internal skills, it is worth noting that there are fac-
tors external to the market—and to the company in particular—
that influence its competitiveness, because they affect the cost
structure of the company. In this sense, the role of the State and
economic institutions stands out, whose decisions and policy
objectives can favor or completely hinder the competitiveness
of the company.

Bris (2022) describes the role of the State and its influence on
the economy as follows:

The competitiveness race is not unlike a cycling race. If
you want to ride fast, you need three things: a good bike, to
be in good shape, and a smooth and fast road. In a collabo-
rative model, you might say the business is the bicycle, the
business leader is the cyclist, and the road is the govern-
ment and the external environment. The responsibility of
a government is to design and build the best possible road.
It turns out that when the road is good, good cyclists sud-
denly appear and want to race on it.

In line with the last statement, authors such as Belas et al. (2019),
recognize the influence of public policy in the business environ-
ment; especially the influence of the legal framework, regulations,
bureaucracy, and the quality of education, among others. When the
bureaucratic burden is too high, the path referred to by Bris (op.
cit.) is full of obstacles and prevents companies from moving for-
ward with competitiveness. This, in turn, hinders the generation of
value since companies are forced to allocate valuable human, eco-
nomic, and time resources to respond to the State, missing out on
the opportunity to invest in their main economic activity.

Transparency International (2013) highlights the negative con-
sequences of a State that imposes disproportionate burdens on
small and medium-sized enterprises, with excessive or overly
rigid administrative procedures, unnecessary licensing require-

ments, lengthy decision-making processes involving multiple
people or committees, and a myriad of specific regulations that
slow down business operations. These excessive controls also
diminish the ability to generate long-term value and create in-
centives for bribery and corruption; both undesirable situations
when the objective is to promote favorable conditions for eco-
nomic growth and a better quality of life for its citizens.

Business competitiveness, wealth creation, and social pros-
perity are only possible in free environments.

Countries with better living conditions usually have a legal
framework that is more sympathetic to enterprises and eco-
nomic freedom. The presence of institutions that favor business
development means that any person, in full use of their facul-
ties and resources, who wishes to work or venture into entre-
preneurship, can do so without unwanted interference by third
parties or the State. On the contrary, in countries where institu-
tions are not favorable to economic freedom, there are low levels
of competitiveness, high levels of labor and business informality,
and an inability to provide all kinds of goods and services.

In order to have a favorable legal framework, it is important to
have a State that knows the scope of its powers regarding mar-
ket regulation to prioritize its basic functions to improve the
business environment, allowing citizens to cooperate with each
other and live peacefully. All of the above requires a State that
offers an efficient administration of justice, national and citizen
security, and guarantees the right to private property.

On the State function, Mises (2011) explains:

State and government are not ends, but means. Inflicting
evil upon other people is a source of direct pleasure only
to sadists. Established authorities resort to coercion and
compulsion in order to safeguard the smooth operation of
a definite system of social organization. (p. 1044)

As against all this formalism and legal dogmatism, there
is need to emphasize again that the only purpose of the
laws and the social apparatus of coercion and compul-
sion is to safequard the smooth functioning of social co-
operation. (p. 1047)

Thus, an adequate regulatory framework, that provides great-
er legal certainty, favors an environment with greater confi-
dence, which reduces risks, operating and transactional costs,
and boosts greater medium and long-term investments. On the
other hand, a regulatory framework that distorts market mech-
anisms will certainly impede the economic development of the
country and the quality of life of citizens.

The positive relationship between regulation and economic
growth was demonstrated by Silberberger and Koéniger (2016).
Through the application of the generalized method of moments
(GMM), introduced by Arellano and Bover (1995), and Blundell
and Bond (1998), in an empirical study applied transversally to
106 countries between 1970 and 2009, they determined that
regulatory quality has a larger positive non-linear impact on
economic growth.

The purpose of regulations, through incentives, is to influence
the behavior of people—individuals and corporations—to facili-
tate an improvement in production and market activity, stimu-
lating their productivity and competitiveness. A good regulatory



framework allows companies to operate efficiently and improve
their productivity, resulting in higher growth. In contrast, a
market-distorting regulatory framework will in turn hinder
economic development.

These results suggest that developing countries should direct
their resources to improve their respective regulatory frame-
works, which would require simultaneous efforts in two fronts:
on one hand, deregulating and simplifying bureaucratic proce-
dures; and on the other, attacking the opaque scourge of corrup-
tion by removing perverse incentives around regulated activities.

The excessive regulation of economic activity forces companies
to allocate resources of time and money to comply with all the
requirements and procedures, resources that could be chan-
neled towards the development of productive activity and the
improvement of products and services to the consumer. This
reality not only raises the cost of doing business but makes the
administrative and productive processes more complex, allow-
ing increasing interference from the State in private, produc-
tive, and personal life.

In many cases, to escape this uncomfortable and costly situation,
companies move to informality, losing the support and guaran-
tees that the State’s legal system must provide; in other cases,
companies might migrate to other States or territories with
more favorable conditions that promote their business activity,
or even resource to changing to another economic activity—even
if it is less innovative—if it is less harassed by bureaucracy or reg-
ulatory control. In other situations, unfortunately, they fall prey
to the circuits of corruption just to save their investment, and
will end up subjected to a perverse system that grows and feeds
itself under the mantle of excessive bureaucratization until it be-
comes what De La Calle (2019) calls the “extortion economy.”

This dynamic reaches its maximum expression in what Naim
(2022) has described as Mafia states, in which not only corrup-
tion prevails, or organized crime controls important economic
activities, but entire countries exist in which the State uses and
controls criminal groups to promote and defend the twisted in-
terests of a ruling elite.

Instead of building a state to protect citizens against the
mafias, they transform it into a mafia organization de-
signed to seize the most valuable assets in the country and
to control its best businesses in order to transfer them to
their family and friends (..) a predatory system, designed
to give its leaders all the mecessary margin to enrich
themselves with impunity and use the country’s firepower
against anyone who poses a military, electoral, or com-
mercial threat. (p. 299)

Corruption generates a vicious circle that hinders development,
and, from the economic standpoint, this illegal activity turns
into an overtax and deterrence for all agents in the economy. It
not only raises costs and reduces added value but increases the
perception of risk as well as the expected return to make the
business viable. This situation turns many projects into non-vi-
able initiatives that could have been successful businesses in the
absence of these problems.

The effects of corruption and bureaucracy on the economic
performance of SMEs were analyzed by Nyarku & Oduro (2017).
The results of the study revealed that 1% increase in corruption

leads to a 36.12% decrease in growth of employment and sales
in SMEs. Furthermore, the results demonstrated that a 1% in-
crease in bureaucratic bottlenecks leads to a 28.76% decrease
in small-business growth. These findings demonstrated that the
burdensome bureaucratic procedures such as issuing licenses,
permits and restrictions are a vehicle for corruption. Those sur-
veyed in the study revealed that, in order to comply with the
required paperwork on time, they had to “grease the public offi-
cial’s palms” to get it done.

Meanwhile, the study carried out by Bbaale & Ibrahim (2018)
revealed that the managers surveyed spent more than 7% of
their time dealing with the demands of the public administra-
tion, and that almost 40% of all companies made, at some point
in time, informal payments so that public officials could pro-
ceed with the formalities.

According to De La Calle (op. cit.), the impunity achieved by the
corruption associated with public bureaucratic excesses makes
it more expensive to create formal jobs. Staying in the informal
sector can be more profitable, or less onerous, for the small- and
medium-sized business owner. Informality is the ingenious way
in which the economy has evolved to deal with extortion, but at
a high cost, not only because informal businesses do not grow
or improve their productivity as they should but also because
of the distortion it causes in the labor market: in the face of a
desirable increase in the supply of trained workers, there is a
decrease in the demand for these given the widespread infor-
mality in the market. For a large number of small businesses, it is
currently more advantageous to remain informal, where there is
a kind of one-stop-shop for extortion, than to seek to enter the
formal sector, where the possibilities of extortion are multiplied.

In short, the small- and medium-sized entrepreneur finds him-
self in a scenario where his options have been plundered, just
for carrying out his economic activity with dignity. Under this
system, it seems that creating value is punished in one way or
another, creating an unfavorable and costly vicious cycle that
attacks and destroys the virtue of work and therefore directly
undermines human dignity.

In light of the above, it is crucial to have an instrument that al-
lows us to identify those institutional elements built into regu-
lations and specific bureaucratic procedures that have become
the main bottlenecks for productive activities, and quantify
them according to the time they demand to be fulfilled.

It is essential that regulations be met in a suitable time frame
and that only appropriate requirements are requested, which
will result in a more efficient business and governmental pro-
ductive apparatus. Even more important is to eliminate unnec-
essary requirements and procedures that besiege and harass
the productive structure, becoming instruments of unfair con-
trol, as we are far from promoting the efficiency of a process of
productive appropriation and violation of rights.

Particular attention must be given to those procedures and bu-
reaucratic requirements that are necessary for the formal op-
eration of small businesses, which, as previously mentioned,
represent 99.5% of those existing in Latin America and are the
source of income of families in the region.

That is the inspiration behind the Index of Bureaucracy in Latin
America 2022, which this year reaches its second edition, ex-
panding its geographical scope to 11 Latin American countries.
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If the set of bureaucratic procedures is an onerous burden for
any company, it is far greater for a small company. With few per-
sonnel—in many cases only the entrepreneur and the occasional
office support employee—and very limited resources, it must
find its way in the competitive market of its respective sector/
particular industry. Therefore, allocating limited resources to
operational procedures, in addition to being prohibitive, pre-
vents the company from achieving its goals and meeting its ob-
jectives, while condemning it to informality.

Itis precisely thinking about such a company, the seed of econom-
ic independence and free and responsible citizenship, that Atlas
Network’s Center for Latin America has developed the calculation
of the Index of Bureaucracy in Latin America 2022 (IB-LAT) to con-
tribute to the transformative agenda needed to propel a brighter
regional future with productive dynamism and civil liberties.

The measurements have been inspired by the Bureaucracy In-
dex developed by the Slovak Institute of Economic and Social
Studies (INESS), adapting them to the region, and consider-
ing the most representative small companies in each country
by sector. This has the purpose of identifying the burden most

commonly borne by the most representative small business in
their respective economic sector.

It should be noted that the IB-LAT is not an index in the statistical
sense, or index number, that contrasts a magnitude in two situ-
ations, having one of them as a reference. IB-LAT is a metric that
allows us to track the cost that bureaucracy imposes on small
businesses, measured in hours/year and its objectives are to

1. offer a measurement that serves as a guide to public policy-
makers and entrepreneurs, as well as a tool for citizens as
comptrollers of public affairs;

2. favor a critical analysis of the quality and efficiency of public
management in the Latin American region;
3. promote the principle of subsidiarity of the State to serve
private enterprise; and
4. favor the development of a free, responsible, and prosperous
society in the region.
In this second edition, the scope of the IB-LAT was extended

to 11 countries in the Latin American region, with the support
of network centers:



Fundacion Libertad, from Argentina,
Instituto Liberal, from Brazil,

Instituto de Ciencia Politica Hernan Echavarria Olozaga,
from Colombia,

IDEAS Lab, from Costa Rica,

Instituto Libertad y Desarrollo, from Chile,

Instituto Ecuatoriano de Economia Politica, from Ecuador,
México Evalta, from México,

Asociacion de Contribuyentes del Pert, from Peru,
Instituto OMG, from Dominican Republic,

Centro de Estudios para el Desarrollo, from Uruguay,

Centrode Divulgaciony Conocimiento Econdmico, Cedice-Lib-
ertad, from Venezuela, the center that leads the project.

The IB-LAT 2022 provides detailed information of the bureau-
cratic procedures required for small businesses to remain in
operation, analyzing their nature, their level of digitization, the
public entities that demand them, the frequency in which they
are required, and the time it takes to complete them.

Then, a comparative analysis of the IB-LAT 2022 is developed,
considering the results by country, by economic sector, and by
type of procedure, showing similarities and differences. This
aims to serve as a guide for policymakers and as a tool for compa-
nies and citizens in general, to promote transformations in favor
of improved governance, productivity, and a better quality of life.

Likewise, each of the participating centers in the study prepared an
analysis of the bureaucratic burden that small companies must bear,
for the most representative activities in their respective countries.




Taking into consideration that the IB-LAT is a metric that allows
us to monitor the cost that bureaucracy imposes on the econo-
mies of the Latin American region, the development of its meth-
odology was directed by the following guidelines:

* attention to the differences in the productive structures
of each country;

small business orientation;

focus on the bureaucratic procedures required to keep the
company operating legally, not those of opening a busi-
ness, which are required only once;

validation of information on processes and bureaucratic
requirements directly with small-business owners; and

* the annual time devoted to bureaucratic compliance.

With this in mind, the report is organized into five (5) phases:

1. Identification of the small company activity representative
by sector

The first order of business is to know the productive struc-
ture of each country and identify the most important produc-
tive activity(ies) of small businesses in the Primary/Second-
ary/Tertiary sectors. This evaluation derives the identification

of the sector’s representative activity. In most cases, it was
found that for the same sector there were two or three activ-
ities with equivalent weight. Therefore, they were all included
and the results for the sector reflect the average of times in
each of these productive activities.

2. 1dentification of the operating procedures for the sector’s
representative activity

Next, a preliminary survey was made of the set of bureau-
cratic procedures required of small companies, both for Em-
ployment Management and for general operation of the com-
pany, also identifying those specific to the productive activity
in which the company operates. This is an initial approach to
the bureaucratic-administrative burden borne by companies,
that would then be subject to validation.

3. Validation with small entrepreneurs and experts

Once the representative productive activities were defined in
each of the economic sectors, a group of small businesses was
identified to validate the data collected of the required bureau-
cratic procedures. A structured interview guide was developed
for a series of interviews with experts in the field (administrators,
accountants, lawyers), as well as small-business owners. Many
companies stated they outsource the management of these pro-




cedures to outside companies, so these were also included in the
scope of the interviews.

4. Measurement

The collection of information was followed by the quantifi-
cation process, considering the time required to complete the
process, the frequency with which it must be done, and the num-
ber of people who must be involved to fulfill it (see Annex A and
Annex B).

5. Analysis of results

Finally, we proceeded to analyze the results by country, as well
as a comparison for the sample of countries in the Latin Amer-
ican region of the study. In this regard, it is worth noting that
this comparative analysis is performed in absolute hours and is
not intended to imply that the opportunity costs in each of the
economies of the region are equivalent.

It should be noted that, for the purposes of this study, a bu-
reaucratic burden is regarded as imposed by a public authority,
and it deems it unnecessary in complying with market require-
ments, or that it would be lighter if it weren't for the imposed
regulation. Likewise, procedures required only once or with
very irregular periodicity were excluded, as well as those pro-
cedures required for a single or infrequent project (change of
brand, expansion of physical facilities, changes in the compa-
ny’s incorporation document, or similar). We emphasize that
the procedures required for the opening of a company are not
considered, which is an element that was included in the World
Bank’s Doing Business report.

It is worth pointing out two considerations. The first is that,
although many of the procedures may be digitized, the qual-
ity of the internet connectivity service, failures in electricity
or telephone services, and overloading of the portals through
which the procedures or payment platforms are carried out of-
ten translate into times far from ideal. These aspects are con-
sidered and the effective times required to comply with the le-
gally required procedures were collected, taking into account

the frequency with which they must be done and the number
of workers who have to dedicate themselves to these tasks.

The second is that there are some requirements that might
be a prerequisite for other procedures, and processing them
through the public authorities does not guarantee the imme-
diate delivery of the document that relieves the employer of
the outstanding duties but rather implies an additional waiting
time. In these cases, two things can happen: 1) the public office
provides proof of the document being processed or pending
final approval, and that said proof acts as a substitute in the
fulfillment of subsequent procedures; 2) the public office does
not provide proof of the document in process, generating a de-
lay until the delivery of the final document is completed. In the
first case, the time the procedure takes corresponds only to
the time required to obtain the proof of the document in pro-
cess; in the second case, the processing time includes delays
until the final document is delivered.

The bureaucratic-administrative burden was divided into
groups and subgroups as follows.

In the category of procedures associated with employment,
the IB-LAT collects:

* Management of salaries, taxes, and contributions: includ-
ing everything associated with salary management; ad-
ministration of vacation time, sick, or accident leave; the
procedures required by the social security administration,
health insurance, and retirement plans.

* Hiring and firing administration: including personnel
movement procedures, considering their average turno-
ver, initial training processes, as well as required health
and safety examinations. In case of requiring third-party
services, the market search time for the best service pro-
vider is included.

* Working time reports: the sample company has only four em-
ployees. However, some countries require detailed and recorded
management of working hours, holidays, etc., in their work code.

Fig. lll.1 Bureaucratic procedures
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e Tax management

o Waste management
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¢ Mandatory certifications and specialized services

¢ Management of salaries, taxes, and contributions
e Administration of hiring and firing of personnel
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o Industry-specific activities

e Inspections

e Special authorizations
e Legal/regulatory changes




In the category of procedures associated with the business op-
eration, are those related to:

Tax administration: income, property, consumption, and
value added.

Waste management: given the growing global impor-
tance in waste management and the particular demands
in certain sectors.

Vehicle management: including sale, operation, and driv-
ing of the company vehicle, if any.

Mandatory certifications and external services: contain
all activities related to legally required certifications,
technical and security controls. In the case of requiring
third-party services, the market search time for the best
service provider is included.

Finally, the “Others” category includes those procedures that
do not conform to the previous categories and those that are
typical of the sector’s most representative economic activities:

Production specific activities: related to the Representa-
tive company in each one of the sectors.

Inspection/control: required by various authorities, such
as firefighters or other public agencies.

Special authorizations: according to different levels of
government.

Legal /regulatory changes: require significant retraining
time for the personnel who carry out the procedures.



V. Hesufts
and Findings

IV Genral results

This study identified the hours that small businesses in oper-
ation must invest to comply with all the legal requirements of
bureaucratic procedures in their respective countries.

The totals reflect the weighted average (by sector participation
in GDP) of the number of hours allocated by the representa-
tive small companies of each economic sector. The results for
Argentina, Brazil, Chile, Colombia, Costa Rica, Ecuador, Mexi-
co, Peru, the Dominican Republic, Uruguay, and Venezuela are
shown below (see Fig IV.1).

Brazil leads the charts as the country where small businesses
spend the least number of hours in complying with the required
bureaucratic procedures. This requires a total of 180 hours/year
on average, equivalent to 7.5 continuous days and 22.5 eight-hour
working days. The Primary sector spends the most time with bu-
reaucratic procedures: 245 hours/year and, in general, the sec-
tor’s greatest burden are the procedures related to the Adminis-
tration of Operations (57.77% of the total hours).

At the opposite end of the spectrum is Venezuela, a country
where small businesses allocate the greatest number of hours/
years to comply with the required procedures. This involves a
total of 1,062 hours/year, equivalent to 44 continuous days and
to 133 eight-hour working days. In this case, it is the Tertiary
sector that allocates the greatest number of hours to comply
with the required procedures, and, in general, the greatest bu-
reaucratic burden is concentrated in procedures related to the
Administration of Operations (69.67% of the total hours).

It is worth highlighting the important dispersion that emerges
from the IB-LAT results. There is a difference of 882 hours/year
between Brazil and Venezuela, in other words, small businesses
in Venezuela spend 9.8 times more hours complying with the
required procedures compared to their counterparts in Brazil.

The results for Chile, Colombia, Mexico, and Peru are similar
to the sample average of 548 hours/year, and they are located
within great proximity of each other. The situation changes for
those countries that skew away from the average, with greater
differences among each other, and a relatively larger spread at
the tail of the distribution.
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Fig. IV.1 IB-LAT 2022. Results. Summary table. (hours/year)
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Ecuador is located in third place in the charts, with 395 hours/ Fig. IV.2 IB-LAT 2022 Results by country, hours/year

year, surpassing Costa Rica by 98 hours/year, which is in sec- weighted average by significance in GDP
ond place in the charts (297 hours/year), that is, a 33% increase

in the time required to comply with bureaucratic demands. At
the other end of the distribution, Venezuela exhibits a differ-
ence of 162 hours/year compared to Argentina (18% addition-
al); and this, in turn, shows a difference of 155 hours/year com-
pared to the Dominican Republic (an additional 20%).

Brazil 180

Costa Rica 297

Meanwhile, the countries whose results are close to the medi-

an have an average difference of 40 hours/year, which amounts 406

to less than 7% of their results. Such is the case of Chile, Co-

lombia, Mexico, and Peru. Chile 470

The graph highlights that the distances between the countries
located on the left tail of the distribution have much more sig-
nificant differences, in relative terms, which indicates that a
considerable effort is required to improve their positioning.
Thus, the second place in the ranking must reduce its bureau-
cratic burden by 39% to reach first place, and the third place,
if it wanted to match the first, would have to reduce its bu- Dominican Rep. 745
reaucratic burden by 54%.

Colombia 477

Mexico 506

Peru 591

Argentina 900

Another perspective for the analysis of the results of the
IB-LAT emerges from the use of the statistical technique of
cluster analysis, from which the countries of the region were
grouped by the type of procedures used in the study.
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Fig IV.3 Distribution of results IB-LAT 2022.
All sectors, weighted average by significance in GDP
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This methodology allows us to gather similar entities into
groups, while separating those that are most different, based
on certain characteristics. To consider the variability in the
analysis, given the great differences in results between the
countries under analysis, the Ward Method or Minimum loss
of inertia method was used, which creates homogeneous
groups, minimizing the variance within each one of them. Pri-
or to analysis, atypical cases were located at the top of the dis-
tribution, an indication of positive skewness. To symmetrize,
the Tukey ladder of transformation was considered, substitut-
ing the data collected by its square root before applying the
cluster analysis. Likewise, it was found that the correlations
between the variables under study are not significant, avoid-
ing incorporating redundant information.

Thus, four (4) aggregates or groups emerge, considering their
combined similarities in the time required to comply with the
bureaucratic procedures associated with the Administration
of Employment, Operations, and Others (see Annex Cland C2)

Group 1. Includes two (2) countries: Chile and Ecuador. This
group presents below-average values in procedures associ-
ated with the Administration of Employment and Operations
and above-average in those associated with Others.

Group 2. Includes two (2) countries: Peru and the Domin-
ican Republic. This group shows below-average values in
procedures associated with the Administration of Employ-
ment and above-average in those associated with Adminis-
tration of Operations.

Group 3. Includes five (5) countries: Brazil, Colombia, Costa
Rica, Mexico, and Uruguay. This group of countries is char-
acterized by displaying below-average values in procedures
associated with the Administration of Operations and in

Colombia
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Dominican Rep.

Argentina

Venezuela

600 800 1,000 1,200

AVERAGE HOURS

Others. Regarding procedures related to the Administration
of Employment, 4/5 exceed the general average.

Group 4. Includes two (2) countries: Argentina and Venezue-
la. This group presents above-average values in procedures
associated with the Administration of Employment and Ad-
ministration of Operations.

The analysis concludes that the performances of each coun-
try, when organized by the type of procedure, are different,
highlighting the importance of devoting particular attention
to those critical areas.

Fig. IV.4 Cluster analysis results by type of procedure IB-LAT 2022
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IV2 Restilts by type of procedure

A review by type of procedure indicates that, on average for the
countries in the sample, 54.4% of the total hours required (298
hours/year) are concentrated in procedures related to the Ad-
ministration of Operations; 30% (165 hours/year) in procedures
related to the Administration of Employment, and 15.5% (85
hours/year) corresponds to Other Bureaucratic Procedures.

In the Dominican Republic, Peru, Venezuela, Brazil, and Ar-

gentina (45% of the countries), the Administration of Oper-
ations is the group of procedures that requires the great-
est number of hours/year; in Costa Rica, Mexico, Uruguay,
and Colombia (36% of the countries), procedures related to
Administration of Employment concentrate the greatest
bureaucratic burden; and in Chile and Ecuador (18% of the
countries), the so-called Other procedures—especially those
specific to the company’s productive activity—are the most
demanding in terms of hours. Hence the importance of con-
sidering the critical areas in a particular way.

Fig. IV.5 Box Plot. IB LAT 2022 results, by type of procedure
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The box plot allows us to highlight the biases in the distribution of the IB-LAT results, as well as their median. Its whis-
kers indicate the values of the observations that are outside the central 50% of the distribution. This figure shows this
information for the different types of procedures in the IB-LAT 2022.

Fig. IV.6 Weight by type of procedure IB LAT 2022 (%)
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IV21 Administration of Employment

Peru is the country that requires the least number of hours
to comply with procedures associated with the Administra-
tion of Employment (23.4 hours/year), followed by Ecuador
(39.4 hours/year), and the Dominican Republic (69.6 hours/
year). While Argentina is the country that requires the high-
est number of hours (411.3 hours/year), followed by Mexico
(297.9 hours/year) and Colombia (219.5 hours/year). It stands
out that a small company in Argentina must allocate 17.5 times
more hours to comply with the procedures of this group, com-
pared to its counterpart in Peru.

In almost all cases (with the exception of Mexico and Venezue-
la), the subgroup of procedures related to the payment of sala-
ries to employees, as well as the payment of taxes and contri-
butions associated with this concept, is the one that demands
the greatest number of hours, within the Administration of
Employment group, an average of 62.2% of the total.

It should also be noted that this group of procedures related
to the Administration of Employment is the most significant
for Costa Rica, Mexico, Uruguay, and Colombia. In Costa Rica,
these procedures require 61% of the total hours/year that a
company must devote to complying with all the required pro-
cedures; in Mexico, 59%; in Uruguay 48%; and in Colombia
46% of the total hours/year.

The opposite happens in Peru, the Dominican Republic, and
Ecuador, where this group represents an average of 8% of the
total time needed to comply with the required procedures.

IV:2.2 Administration of Operations

For the 11 countries in the study, the procedures related to the
report and payment of taxes are those that demand the most
hours within the Administration of Operations. In eight of the
countries, these procedures represent more than 80% of the
total hours of the entire group (except Venezuela: 60.6%; Peru:
56.8%, and Colombia: 67.4%).

Venezuela is the country that requires the greatest number of
hours to comply with this group of procedures (740.4 hours/
year), followed by the Dominican Republic (645.8 hours/year)
and Peru (467.9 hours/year). On the contrary, Costa Rica, Chile,
and Brazil register the lowest number of hours for this group of
procedures, on average 96.1 hours/year. Thus, a company in Ven-
ezuela must spend almost nine times more hours to comply with
this group of procedures than a small company in Costa Rica.

Venezuela, Peru, and the Dominican Republic stand out be-
cause the Administration of Operations represents more than
70% of the total hours required annually for all bureaucratic
procedures. The case of the Dominican Republic is of special
interest, since the Administration of Operations represents
87% of the total, out of which 99% corresponds to compliance
with tax requirements.

In Chile, the Administration of Operations has the least weight
over the total hours/year required for small businesses to com-
ply with all bureaucratic procedures (21% of the total), followed
by Costa Rica (29% of the total).

IV.2.3 Other Bureaucratic Procedures

In general terms, 49% of the hours on this group of procedures
are related to legal requirements and changes, while 41.4% are
hours related to the fulfillment of industry-specific activities of
the representative company of each one of the sectors.

The country that spends the least number of hours to comply
with Other Bureaucratic Procedures is Brazil. This group of
procedures is also the one that concentrates the least weight
of all of the bureaucratic burden (3.9% of the total). The Do-
minican Republic and Costa Rica rank second and third with
the lowest number of hours in this group of procedures, both
with 30 hours/year.

Meanwhile, Chile (259 hours/year), Ecuador (183.3 hours/
year), and Venezuela (125.3 hours/year) are the countries
where small businesses spend more hours to comply with this
group of bureaucratic procedures.

Chile and Ecuador stand out because their greatest bureau-
cratic burden is concentrated in this group; for Chile it repre-
sents 55% of the total hours/year, and in Ecuador it represents
46% of the total. In both cases, the procedures that add addi-
tional hours in this group are those specific to the productive
activity of the representative company of the Secondary sec-
tor, which in both cases is from the construction sector. A small
construction company in Chile allocates an average of 1,618
hours/year to requesting all the permits required for its pro-
ductive activity, and its counterpart in Ecuador spends 1,000
hours/year. Evidently, these results give this group a signifi-
cant weight over the rest of the procedures already analyzed.

IV:3 Results by economic sector

The analysis by economic sectors reveals that, on average, the
Primary sector allocates 544 hours/year to comply with bu-
reaucratic procedures, the Secondary sector 703 hours/year,
and the Tertiary sector 509 hours/year.

Despite not having the highest average number of hours/
year, it should be noted that small businesses in the Primary
sector, in 55% of cases (Brazil, Costa Rica, Mexico, Uruguay,
Peru, and the Dominican Republic), are the ones that com-
mit the most time to comply with bureaucratic requirements
compared to the other two sectors; in 36% of the cases (Ar-
gentina, Colombia, Ecuador, and Chile), it is the small compa-
ny of the Secondary sector; while in Venezuela it is the one of
the Tertiary sector.

Thus, it stands out that the Secondary sector averages the
highest amount of hours/year in the fulfillment of proce-
dures, when in most cases it is the Primary sector that bears
the greatest bureaucratic burden compared to the other two
sectors. This is due to the greater dispersion of the results
obtained in the Secondary sector, as well as its asymmetric
distribution with a positive skew.

Separating the results by country and by economic sector, it
was identified that the small company that bears the least bu-
reaucratic burden in the entire region is located in Chile, and



Fig. IV.7 Box plot. IB LAT 2022 results, by economic sector
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The box plot allows us to highlight the skewness in the distribution of the IB-LAT results, while also showing their me-
dian. Its whiskers indicate the values of the observations that are outside the central 50% of the distribution. This figure
shows us this information from the IB-LAT 2022 for the different economic sectors.

its activity belongs to the Primary sector (166 hours/year). In
second and third place are the small companies of the Ter-
tiary and Secondary sectors in Brazil (168 hours/year and 221
hours/year, respectively).

Meanwhile, the greatest bureaucratic burden is borne by small
businesses in Argentina that operate in the Secondary sec-
tor (1,366 hours/year); followed by the Chilean small company,
which also operates in the Secondary sector (1,331 hours/year),
and in both cases the companies engage in construction activi-
ties. In third place is the Dominican Republic (1,142 hours/year),
but in this case the small business belongs to the Primary sector.

In most cases, the results between the economic sectors do
not diverge significantly from the average of each country
(the deviation does not exceed 30% of the simple average),
except in three countries: Chile, Ecuador, and Argentina.

In Chile, the results for the Primary and Tertiary sectors are
166 hours/year and 259.4 hours/year, respectively; howev-
er, procedures in the Secondary sector require 1,331 hours/
year, a figure far removed from that reported by the rest of
the sectors. The case of Ecuador is similar, where a company
in the Secondary sector must allocate 644.5 hours/year to
comply with procedures, while for the Primary and Tertiary
sectors the average load is 283 hours/year. Finally, it is worth
highlighting the case of Argentina, whose Secondary sector

allocates 1,365 hours/year to complying with procedures,
when the burden of the Primary and Tertiary sectors is 509.5
hours/year and 783.6 hours/year, respectively. As previously
indicated, these results are from companies involved in the
construction activity.

V31 Primary sector

Chile is the country where a small company in the Primary
sector allocates the least number of hours to comply with
the required procedures (166 hours/year), followed by Brazil
(244.7 hours/year) and Ecuador (272 hours/year).

On the contrary, the Dominican Republic is the country where
a small company in the Primary sector spends the greatest
number of hours to comply with all the required procedures,
with a total of 1,142 hours/year, followed by Venezuela (842.9
hours/year) and Peru (797 hours/year).

Therefore, a significant dispersion is observed in the Primary
sector, considering that in the Dominican Republic a compa-
ny must spend almost seven times more hours than in Chile
to comply with all the required bureaucratic procedures.

Following the previously used cluster analysis methodolo-
gy (see section IV.1), the results of the Primary sector were
analyzed (see Annexes C3 and C4), observing a change in the



number and composition of the groups or aggregates, pro-
jecting three (3):

Group 1. Includes one (1) country: Dominican Republic. This
one-member group presents above-average values in pro-
cedures associated with the Administration of Employment
and Operations, and below-average in Others.

Group 2. Includes six (6) countries: Argentina, Brazil, Co-
lombia, Costa Rica, Chile, and Ecuador. This group of coun-
tries is below the general average in procedures associated
with the Administration of Operations and Others.

Group 3. Includes four (4) countries: Mexico, Peru, Uruguay,
and Venezuela. This collective exhibit above-average values
in the procedures defined as Others. In those associated
with the Administration of Employment and Operations,
50% display values equal or greater than the average, and
the remaining 50% are below the average.

This analysis concludes that the efforts geared towards reducing
the bureaucratic burden of the Primary sector must be differen-
tiated by type of procedure, in each of the countries of the study.

Fig. IV.8 Cluster results - Primary Sector
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companies in the Secondary sector in both Argentina and
Chile stand out for having the highest bureaucratic burden,
measured in hours/year, and belong to construction activity.

Looking at the extreme values of the series, the Secondary
sector in Argentina shows that the cost, measured in hours/
year, to attend to bureaucratic burdens is six times higher
than in Brazil.

Following the previously used cluster analysis methodology
(see section IV.1), the IB-LAT of the Secondary sector (see An-
nexes C5 and C6), was classified into three (3) groups:

Group 1. Includes two (2) countries: Chile and Ecuador. The
group displays below-average values in procedures associ-
ated with Administration of Employment and Administra-
tion of Operations, and above-average values in Others.

Group 2. Includes five (5) countries: Brazil, Colombia,
Costa Rica, Mexico, and Uruguay. This group shows be-
low-average values in procedures associated with the Ad-
ministration of Operations and Others, while procedures
associated with the Administration of Employment, 3/5
exceed the general average.

Group 3. Includes four (4) countries: Argentina, Domini-
can Republic, Peru, and Venezuela. The members of this
group present above-average values in procedures as-
sociated with the Administration of Operations, and be-
low-average in Others.

As in the Primary sector, efforts to make progress in reducing
the bureaucratic burden in the Secondary sector must consid-
er the specificities of each country, by type of procedure, and
even particularities of certain productive activities.
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IV:3.2 Secondary sector o

Brazil is the country where a small company in the Secondary
sector spends the least number of hours to comply with bu-
reaucratic procedures (220.8 hours/year), followed by Costa
Rica (307 hours/year) and Uruguay (327.3 hours/year). 15
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Meanwhile, Argentina is the country where small businesses in
the Secondary sector allocate the greatest number of hours/
year to comply with the required procedures (1,365.7 hours/
year), following Chile (1,331 hours/year) and Venezuela (1081.6 Source: Own calculations
hours/year). As already mentioned in the previous section,




IV:3.8 Tertiary sector

Brazil is the country where a company in the Tertiary sector
allocates the lowest number of hours/year to comply with
bureaucratic procedures (168 hours/year). It is followed by
Chile (259 hours/year) and Costa Rica (287 hours/year).

At the opposite end of the range we find Venezuela, a country
in which small companies in the Tertiary sector must allocate
the greatest number of hours to comply with all the required
procedures, 1,139 hours/year, followed by Argentina (784
hours/year) and the Dominican Republic (725 hours/year).

In Venezuela, a company in the Tertiary sector must spend
seven times more hours to comply with bureaucratic proce-
dures compared to a company in the same sector in Brazil.

The results from the IB-LAT 2022 cluster analysis of the Ter-
tiary sector (see Annex C7 and C8), yielded three (3) groups:

Group 1. Includes two (2) countries: Argentina and Vene-
zuela. The members of this group display above-average
values in procedures associated with the Administration of
Employment and Operations.

Group 2. Includes two (2) countries: Peru and the Domin-
ican Republic. This group exhibits above-average values in
Administration of Operations and below-average in Admin-
istration of Employment and Others.

Group 3. Includes seven (7) countries: Brazil, Colombia, Cos-
ta Rica, Chile, Ecuador, Mexico, Peru, and Uruguay. These
countries are characterized by maintaining the general av-
erage in Administration of Operations procedures. Regard-

ing Administration of Employment procedures and Others,
they are above the average with 4/7 and 3/7, respectively.

Fig. IV.10 Cluster results - Tertiary Sector
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Although the result of the cluster analysis by economic sector
yields three groups, its members are different according to the
sector considered. In the Tertiary sector, the difference by type
of procedure between countries is evident.



V. Gonhusions

and final {oughts

V1 Results summary

The IB-LAT 2022 illustrates how the small companies that ca-
rry out the most representative productive activities in the
region allocate an average of 548 hours/year to comply with
legal requirements of bureaucratic procedures in their coun-
tries. To put these figures into perspective, it is worth saying
that according to the OECD, between 1,363 and 2,255 hours
are worked per year, therefore, the bureaucratic-administrati-
ve burden represents in these countries between 25% and 40%
of the annual working time of an employee.

It was discovered that the more numerous, complex, frequent,
and changing the processes are, the more companies tend
to outsource them to specialized agents. As a result, in many
cases informal, opaque, and even non-legal channels emerge,
which feed perverse incentives and networks of corruption,
weakening trust in the rule of law and social cohesion.

The average time devoted to bureaucratic compliance is distri-
buted as follows: 54% for procedures related to the Adminis-
tration of Operations (298 hours/year); 30% (165 hours/year)
for procedures related to the Administration of Employment,

and the remaining 16% (85 hours/year) for Other Bureaucratic
Procedures.

It is worth highlighting the important dispersion that emerges
from the IB-LAT results: considering average time by country,
it ranges from 180 hours/year in Brazil to 1,062 hours/year in
Venezuela, which represents a difference of almost six times.
This dispersion is even greater when the extreme values of the
range for Other procedures by sector are considered: eight
hours/year in Peru compared to 1,119 hours/year in Chile, a
difference of almost 15 times, with both companies belonging
to the Secondary sector.

Considering the results by productive sector, we find that in 6
of 11 countries (Brazil, Costa Rica, Mexico, Uruguay, Peru, and
the Dominican Republic) the most affected is the Primary sec-
tor, in 4 of 11 countries (Argentina, Colombia, Ecuador, and Chi-
le) is the Secondary sector, and in 1 of 11 countries (Venezuela)
is the Tertiary sector.

However, the average of the results by productive sector is as
follows: Primary, 544 hours/year; Secondary, 703.3 hours/
year; and Tertiary, 509 hours/year.

A cluster analysis methodology allowed the countries to be



organized into four groups, considering the combined simi-
larities in terms of time involved in complying with the diffe-
rent bureaucratic procedures. When organizing the results by
economic sectors, the number of groups is reduced to three,
and their members are modified according to the sector being
considered. This emphasizes the need to move forward with
careful and targeted efforts in each of the cases.

\2 Final thoughts

While theory clearly illustrates the relevance of institutionality
and good governance to favor an integral and sustainable in-
tergenerational development, the empyrean conclusion of this
report demands us to promptly attend to the rugged structure
of bureaucratic procedures required for productive activities, in
particular those related to small business.

There are successful cases in the region where policies of sim-
plification and digitalization of procedures have been imple-

mented. However, there are instances in which such efforts have
slowed down and even regressed. In many cases, the incorpora-
tion of new technologies has led to the digitization of processes,
however, weaknesses of platforms, problems with connectivity
and lack of knowledge of these new media has not allowed citi-
zens to take full advantage of these opportunities.

The study reveals that procedures common to all companies
and productive activities show a lower demand of time to be ful-
filled. On the contrary, those specific to certain productive acti-
vities can become high consumers of time and effort. Particular
attention should be paid to certain procedures that, although
could be managed quickly, are slow to process and in some ca-
ses essential for starting another process or even prevent pro-
ductive activity until they are completed.

It is worth noting that although it is vital to make the public bu-
reaucracy more efficient and transparent, it is crucial to identify
those undue, unnecessary, and intrusive demands that only fa-
vor excessive control. Identifying and eliminating them is a prio-
rity to favor a prosperous, free, and responsible society.
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Annex A. IB-LAT results - Summary table

ARGENTINA BRAZIL
| I} 1 Simple Avg. | Weighted Avg. | 1 1 Simple Avg. | Weighted Avg.
TOTAL 509.50 | 1365.70 | 783.60 886.20 899.90 244.70 | 220.80 | 168.00 211.17 180.23
ADMINISTRATION OF EMPLOYMENT 33450 | 668.60 | 317.80 440.30 411.30 130.10 | 85.30 | 61.80 92.40 69.64
Salaries / taxes / contributions 171.00 | 425.80 | 216.90 271.20 265.40 87.00 | 62.90 | 30.60 60.17 38.75
Hiring and firing 15.50 135.90 27.00 59.50 53.90 17.90 15.20 12.00 15.03 12.83
Work reports 148.00 | 106.90 74.00 109.60 92.10 25.20 7.20 19.20 17.20 18.06
ADMINISTARTION OF OPERATIONS 135.00 | 602.90 | 446.10 394.70 447.00 112.90 | 93.10 | 104.50 103.50 103.61
Taxes 122.00 | 547.60 | 420.40 363.30 415.20 107.90 | 77.60 | 89.90 91.80 89.56
Waste management 0.00 11.40 0.00 3.80 3.00
Vehicles 10.50 21.70 14.70 15.60 16.00 0.20 1.10 0.20 0.50 0.32
Health and Safety at Work 2.50 22.20 11.10 11.90 12.90 4.80 14.40 14.40 11.20 13.73
OTHER BUREAUCRATIC PROCEDURES | 40.00 94.20 19.60 51.30 41.60 1.70 42.40 1.70 15.27 7.00
Legal 40.00 94.20 19.60 51.30 41.60
Certifications / authorizations
Inspections / audits
Specific / productive activity
CHILE COLOMBIA
| 1} 1 Simple Avg. | Weighted Avg. | 1l 1l Simple Avg. | Weighted Avg.
TOTAL 166,00 | 1331,00 | 259,40 585,47 470,41 396,90 | 521,00 | 481,63 466,51 476,85
ADMINISTRATION OF EMPLOYMENT 81,50 124,43 | 112,06 106,00 111,05 266,88 | 213,75 | 211,25 230,63 219,49
Salaries / taxes / contributions 66,00 93,00 105,00 88,00 98,00 231,25 | 179,00 | 189,50 199,92 193,46
Hiring and firing 8,75 22,43 3,47 11,55 7,98 33,13 | 32,25 19,25 28,21 23,53
Work reports 6,75 9,00 3,69 6,45 5,06 2,50 2,50 2,50 2,50 2,50
ADMINISTARTION OF OPERATIONS 84,50 87,67 106,22 92,80 99,82 91,40 | 247,50 | 220,75 186,55 207,46
Taxes 64,00 65,02 90,48 73,17 82,13 42,40 | 155,25 | 155,75 117,80 139,79
Waste management 0,00 0,00 3,00 1,00 2,04
Vehicles 7,50 6,00 4,75 6,08 5,31 8,25 23,25 0,00 10,50 5,34
Health and Safety at Work 18,00 20,40 13,24 17,21 15,25 40,75 | 69,00 | 62,00 57,25 60,29
OTHER BUREAUCRATIC PROCEDURES 0,00 1119,00 | 41,13 386,71 259,56 38,63 | 59,75 | 49,63 49,33 49,91
Legal 38,63 | 59,75 | 49,63 49,33 49,91
Certifications / authorizations
Inspections / audits
Specific / productive activity 0,00 1119,00 | 41,13 386,71 259,56




COSTARICA DOMINICAN REPUBLIC
| 1} 1l Simple Avg. | Weighted Avg. | 1} 1 Simple Avg. | Weighted Avg.
TOTAL 408,00 | 307,00 | 286,50 333,83 297,03 1142,11 | 868,81 | 724,99 911,97 744,96
ADMINISTRATION OF EMPLOYMENT 364,00 | 220,00 | 159,00 247,67 182,40 282,87 | 100,55 | 34,54 139,32 69,57
Salaries / taxes / contributions 230,00 | 134,00 | 115,00 159,67 124,88 281,58 | 96,56 | 31,45 136,53 66,57
Hiring and firing 60,00 60,00 31,00 50,33 38,66 0,85 3,48 1,87 2,07 2,14
Work reports 74,00 26,00 13,00 37,67 18,86 0,44 0,51 1,22 0,72 0,86
ADMINISTARTION OF OPERATIONS 40,00 73,00 91,50 68,17 84,94 838,11 | 698,01 | 677,56 737,89 645,75
Taxes 33,00 63,00 78,00 58,00 72,52 837,79 | 697,63 | 677,06 737,49 645,34
Waste management 0,00 3,00 10,50 4,50 8,37 0,32 0,38 0,50 0,40 0,41
Vehicles 7,00 7,00 0,00 4,67 1,85
Health and Safety at Work 0,00 0,00 3,00 1,00 2,21
OTHER BUREAUCRATIC PROCEDURES 5,00 14,00 36,00 18,33 29,73 21,13 70,25 | 12,89 34,76 29,64
Legal 1,00 0,00 12,00 4,33 8,88 20,00 13,50 | 12,86 15,45 0,00
Certifications / authorizations 1,13 56,75 0,03 19,30 17,01
Inspections / audits
Specific / productive activity 4,00 14,00 24,00 14,00 20,85
ECUADOR MEXICO
| I} 1 Simple Avg. | Weighted Avg. | 1} 1 Simple Avg. | Weighted Avg.
TOTAL 272,00 | 644,48 | 294,52 403,66 395,05 619,86 | 467,36 | 540,86 542,69 506,31
ADMINISTRATION OF EMPLOYMENT 46,50 46,86 33,84 42,40 39,42 297,86 | 297,86 | 297,86 297,86 297,86
Salaries / taxes / contributions 18,00 18,00 18,00 18,00 18,00 103,86 | 103,86 | 103,86 103,86 103,86
Hiring and firing 26,00 28,61 10,14 21,58 17,77 194,00 | 194,00 | 194,00 194,00 194,00
Work reports 2,50 0,25 5,70 2,82 3,65 0,00
ADMINISTARTION OF OPERATIONS 152,00 | 187,56 | 169,25 169,60 172,32 146,00 | 153,50 | 146,00 148,50 149,99
Taxes 152,00 | 153,56 | 152,00 152,52 152,46 130,75 | 138,25 | 130,75 133,25 134,74
Waste management
Vehicles 0,00 13,00 6,09 6,36 7,31 12,25 12,25 12,25 12,25 12,25
Health and Safety at Work 0,00 21,00 11,16 10,72 12,55 3,00 3,00 3,00 3,00 3,00
OTHER BUREAUCRATIC PROCEDURES | 73,50 | 410,05 | 91,43 191,66 183,31 176,00 | 16,00 97,00 96,33 58,46
Legal 0,00
Certifications / authorizations 0,00 2,44 1,87 1,44 1,79 168,00 | 8,00 4,00 60,00 15,50
Inspections / audits 1,50 76,31 1,50 26,44 23,65
Specific / productive activity 72,00 | 331,30 | 88,05 163,78 157,88 8,00 8,00 93,00 36,33 42,96




PERU URUGUAY
| Il 11l Simple Avg. | Weighted Avg. | Il 1 Simple Avg. | Weighted Avg.
TOTAL 797,10 | 601,53 | 509,90 636,18 591,00 582,71 | 327,27 | 410,72 440,23 406,20
ADMINISTRATION OF EMPLOYMENT 19,58 27,89 23,69 23,72 23,42 139,62 | 110,18 | 224,03 157,94 194,09
Salaries / taxes / contributions 13,79 21,67 16,75 17,40 16,86 102,66 | 85,43 | 147,13 111,74 131,00
Hiring and firing 3,92 5,17 5,94 5,01 5,35 16,96 9,27 39,89 22,04 31,82
Work reports 1,88 1,06 1,00 1,31 1,21 20,00 15,48 37,01 24,16 31,27
ADMINISTARTION OF OPERATIONS 440,29 | 565,97 | 452,35 486,21 467,86 132,09 | 200,22 | 147,87 160,06 157,56
Taxes 248,54 | 330,14 | 255,35 278,01 265,82 129,84 | 178,76 | 127,72 145,44 138,48
Waste management 14,25 17,67 15,00 15,64 15,26 0,00 1,87 14,95 5,61 11,12
Vehicles 61,50 58,17 92,00 70,56 79,51 2,25 0,34 4,33 2,31 3,35
Health and Safety at Work 116,00 | 160,00 90,00 122,00 107,28 0,00 19,25 0,86 6,70 4,62
OTHER BUREAUCRATIC PROCEDURES | 337,23 7,67 33,86 126,25 99,72 311,00 | 16,87 | 38,83 122,23 54,54
Legal 5,00 7,67 15,00 9,22 11,51 311,00 | 16,87 | 38,83 122,23 54,54
Certifications / authorizations
Inspections / audits
Specific / productive activity 332,23 18,86 117,03 88,21
VENEZUELA
| 1} 1 Simple Avg. | Weighted Avg.
TOTAL 842,85 | 1081,64 | 1138,76 1021,08 1061,83
ADMINISTRATION OF EMPLOYMENT 196,10 | 196,10 196,10 196,10 196,10
Salaries / taxes / contributions 71,50 71,50 71,50 71,50 71,50
Hiring and firing 38,10 38,10 38,10 38,10 38,10
Work reports 86,50 86,50 86,50 86,50 86,50
ADMINISTARTION OF OPERATIONS 459,75 | 830,21 830,21 706,72 740,40
Taxes 178,25 | 535,71 535,71 416,56 449,05
Waste management
Vehicles
Health and Safety at Work 281,50 | 294,50 294,50 290,17 291,35
OTHER BUREAUCRATIC PROCEDURES 187,00 55,33 112,45 118,26 125,33
Legal 14,00 14,00 14,00 14,00 14,00
Certifications / authorizations 0,00 13,08 13,08 13,08 13,08
Inspections / audits 18,25 24,25 24,25 22,25 22,80
Specific / productive activity 154,75 4,00 61,12 73,29 78,63




Annex B. Details of IB-LAT procedures by country

Annex B.1 Details of IB-LAT procedures - Argentina

ARGENTINA Procedure Institution Annual Frequency Mode | n m SL";Z!e WAe"’zh
TOTAL 509.50 | 1365.66 | 783.56 | 886.24 | 899.89
Sub-total 334.50 | 668.59 | 317.85 | 440.31 | 411.29

Settle salaries including SAC Ministry of Labor, Employment and Social Security 12 D 72.00 | 182.05 | 81.12 | 111.72 | 106.22
Fill out paychecks Ministry of Labor, Employment and Social Security 12 ND 36.00 81.84 42.25 | 53.36 | 51.75
Salaries / Employee and employer contributions AFIP 931 | Federal Administration of Public Income (AFIP) 12 D | 2400 | 8431 | 26.87 | 45.06 | 41.45
taxes'l/) X Settlement of vacations, advances Ministry of Labor, Employment and Social Security 12 D 24.00 38.31 48.00 | 36.77 | 42.39
contributions Preparation of Payment Plans ;Iizd;r:i\ol‘&_?gnir:(sj;ci]r:iiozoo;oiut()lic':,II?Fome (AFIP)/ 1/3/4/2 by sector and activity D 3.00 12.77 3.76 6.51 6.01
le}cé;ir‘i:res associated with the union, if ap- Ministry of Labor, Employment and Social Security 12 D 12.00 26.48 14.87 | 17.78 17.52
Request for personal data Ministry of Labor, Employment and Social Security 1 D 1.00 8.19 2.20 3.80 3.60
Signature of employment contract Ministry of Labor, Employment and Social Security 1 D 0.50 4.61 1.48 2.20 2.17
;E, Social security record Ministry of Labor, Employment and Social Security 1 D 1.00 4.28 1.00 2.09 1.85
E Pre-employment health screening Ministry of Labor, Employment and Social Security 1 ND 3.00 11.99 7.04 7.34 7.81
Té- Registration of personnel in AFIP Federal Administration of Public Income (AFIP) 1 D 1.00 2.37 0.88 1.42 1.28
= ART hiring Federal Administration of Public Income (AFIP) 1 D 1.00 1.30 2.24 1.51 1.84
g Life Insurance enrollment Federal Administration of Public Income (AFIP) 1 D 1.00 7.86 1.48 3.45 3.08
E Hiring / Firing Procedure in Social Work Corresponding Union 1 D 11.44 0.00 5.72 2.98
g Union Membership Corresponding Union 1 D 0.00 15.35 0.00 5.12 S99
E Salary account opening Corresponding Bank 1 D 1.00 0.88 1.48 1.12 1.26
< Notification of Termination Ministry of Labor, Employment and Social Security 1 D 1.00 175 2.96 1.90 2.39
Termination of employment contract Ministry of Labor, Employment and Social Security 1 D 1.00 1.89 1.76 1.55 1.70
Final Payment/ Final Settlement Ministry of Labor, Employment and Social Security 1 D 1.50 22.30 172 8.50 7.05
Withdrawal from social security Federal Administration of Public Income (AFIP) 1 D 0.00 1.19 1.00 0.73 0.92
Remove the worker from AFIP Federal Administration of Public Income (AFIP) 1 D 0.50 40.52 1.76 14.26 11.69
Registration in Senasa National Food Safety and Quality Service (SENASA) 1 D 2.00 0.00 1.00 0.26
Work Hours Record Ministry of Labor, Employment and Social Security 12 ND 48.00 41.89 16.56 | 35.48 27.19
Scheduling of working hours Ministry of Labor, Employment and Social Security 12 D 36.00 27.58 17.74 27.11 22.65
\:(l;:tr: R Employee sick leave report Ministry of Labor, Employment and Social Security 12 D 24.00 15.06 12.00 | 17.02 14.34
Inform ART in case of accident orillness Ministry of Labor, Employment and Social Security 12 D 36.00 15.58 21.12 | 24.23 | 21.59
Annual medical exam Ministry of Labor, Employment and Social Security 1 ND 4.00 6.81 6.56 5.79 6.30
Sub-total 135.00 | 602.91 | 446.11 | 394.68 | 446.98
Annual accounting presentation Federal Administration of Public Income (AFIP) 1 D 3.00 11.05 2.20 5.42 4.61
Accountability- reporting Federal Administration of Public Income (AFIP) 1/12 by sector and activity D 3.00 45.69 3.15 17.28 14.21
Procedures associated with VAT Federal Administration of Public Income (AFIP) 12 D 48.00 | 148.93 | 198.74 | 131.89 | 166.42
Procedures associated with property tax Federal Administration of Public Income (AFIP) 1 D 2.00 47.96 3735 | 29.10 | 3557
Procedures associated with income tax Federal Administration of Public Income (AFIP) 1 D 24.00 82.98 48.80 | 51.93 54.51
Taxes Procedures Import / export duties if applicable Provincial Tax Administration (API) 12 D 1.48 1.48 0.39
Procedures associated with Gross Income Tax Provincial Tax Administration (API) 12 D 24.00 118.92 5763 | 66.85 | 69.26
Procedures associated with the DREI Municipality of Rosario 12 D 6.00 66.01 48.50 | 40.17 | 47.60
2 Real estate tax payment Provincial Tax Administration (API) 12 D 6.00 10.51 12.00 9.50 10.84
‘% Real Estate Rental Contracts payment Provincial Tax Administration (API) 12 D 3.58 3.58 0.93
‘g’_ TGl payment Municipality of Rosario 12 D 6.00 10.51 12.00 9.50 10.84
% Waste | Woste production otifcation JJ;VC'I’:C"‘I"E?'n'j;;{:;t‘g:fr"evtggg?“e"‘“”d 12 ND 10.90 1090 | 2.84
‘73_ i ?;:1”090‘;“ payment of the waste collection J\:ﬁlvc'l’:;'lf'&"':‘r'j;'n{g;t”;eefr’:tggg?’e"‘ and 1/0,25 by sector and activity | ND 0.45 045 | 012
% Vehicle insurance National Road Safety Agency (ANSV) 1/3/6 by sector and activity D 1.00 4.73 3.68 3.14 3.61
E Vehicle inspection National Road Safety Agency (ANSV) 1/3/6 by sector and activity ND 2.00 2.61 2.24 2.28 2.31
g Vehicles Vehicle authorization National Road Safety Agency (ANSV) 1/3/6 by sector and activity D 2.00 3.06 1.48 2.18 1.96
New vehicle registration National Road Safety Agency (ANSV) 1 D 3.00 3.30 1.76 2.69 2.32
Dismissal of old vehicle National Road Safety Agency (ANSV) 1 D 1.00 221 2.52 1.91 2.24
Automotive Patent Tax Payment Municipality of Rosario 3/4/6 by sector and activity D 1.50 5.77 3.00 3.42 253
Hire a safety and hygiene company ;mﬁ:‘rsyui&:ggg g:ﬁfg;Ztosr;ifseid%qs:rfsfo& ALY 0,25/1 by sector and activity D 3.68 1.48 2.58 1.86
Health/ Workplace Safety Course for Employers Ministry of Labor, Employment and Social Security 1 D 2.00 5.68 3.68 3.79 3.98
Safety at 2’52:3:{2 employee health checks to renew Ministry of Labor, Employment and Social Security 1/3 by sector and activity D 177 2.96 2.36 2.27
work QS:ES;:E;:EC[;M description of risk related to Ministry of Labor, Employment and Social Security 1/2 by sector and activity D 0.50 3.19 2.96 222 2.70
Regular fire safety training Ministry of Labor, Employment and Social Security 1/2 by sector and activity D 7.90
Changes in the tax code Federal Administration of Public Income (AFIP) 1/2/6 by sector and activity
Changes in the labor code Provincial Ministry of Labor 1/2/3 by sector and activity
Changes to the commercial code Federal Administration of Public Income (AFIP) 1/2/3 by sector and activity
Product accreditation in food industry Food Safety Office, Municipality of Santa Fe. unspecified
Building Permit according to Urban Regulations | Planning and Builidng office, Municipality of Rosario unspecified
Building permit authorization Planning and Builidng office, Municipality of Rosario unspecified
Building completion certificate Planning and Builidng office, Municipality of Rosario unspecified

Sector weighting: 1=12.9%; 11=26%; 111=61.10%




Annex B.2 Details of IB-LAT procedures - Brazil

BRAZIL Procedure Institution /F\rr:(;izlncy Mode 1 n m SiAn‘:sfe WAe‘llzh
TOTAL 24470| 220.80 168.00 211.17 180.23
Sub-total 130.10 | 85.30 61.80 92.40 69.64
Collection and transfer of charges to Social Security - INSS National Institute of Social Security - INSS 12.0 D 7.20 7.20 7.20 7.20 7.20
Collection and transfer of Withheld Income Tax - IRRF Federal Revenue - RFB 12.0 D 13.20 7.20 7.20 9.20 7.62
;(;c:]l;z:zg;:nd ;r:l:l:jf’e;ng(;):arges to the Dismissal Board of Trustees of the Severance Indemnity Fund - CCFGTS 12.0 D 7.20 7.20 7.20 7.20 7.20
Payment of 1/3 of vacation Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 0.70 0.60 0.60 0.63 0.61
el /_t‘”‘es’ Payment of the 13th salary Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 1.10 1.10 1.20 1.13 1.18
contributions Overtime payment (if applicable) Special Secretariat for Social Security and Labor - SEPREVT 12.0 D 26.40 0.00 0.00 8.80 1.85
Night surcharge payment (if applicable) Special Secretariat for Social Security and Labor - SEPREVT 12.0 D 0.00 0.00 0.00 0.00 0.00
Payment for additional medical care (if applicable) Special Secretariat for Social Security and Labor - SEPREVT 12.0 D 8.40 13.20 0.00 7.20 2.30
Payment of the benefit for risk at work (if applicable) Special Secretariat for Social Security and Labor - SEPREVT 12.0 D 8.40 13.20 0.00 7.20 2.30
£ Payment of the transport voucher (if applicable) Special Secretariat for Social Security and Labor - SEPREVT 12.0 D 14.40 13.20 7.20 11.60 8.48
é Admission exam Special Secretariat for Social Security and Labor - SEPREVT 1.0 PD 2.1 2.00 2.00 2.03 2.01
é Registration of employment contract - CTPS Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 1.50 1.50 1.10 1.37 1.18
u»; Preparation of the employment contract Special Secretariat for Social Security and Labor - SEPREVT 1.0 1.10 2.00 1.10 1.40 1.22
_§ Filling out the employee registration form Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 1.60 1.50 0.60 1.23 0.79
2 Special Secretariat for Social Security and Labor - SEPREVT
% Sending the eSocial for the worker usd Federal Revenue - RFB / 1.0 b 110 060 060 077 064
2 Completion of training or course (i applicable) Special Secretariat for Social Security and Labor - SEPREVT ACC%‘:? ©l ey | 310 0.00 0.00 1.03 0.22
Hiring / Firing S:clz'zi{];)ft:i:eog‘;" Protective Equipment - PPE (if applicable Special Secretariat for Social Security and Labor - SEPREVT ACC";‘:S”Q ©l w0 | o060 0.60 0.00 0.40 0.12
opening/registration of the worker's solory National Monetary Council - CMN 10 b | 110 | 110 | 160 | 127 | 150
Proportional indemnification (if applicable) Board of Trustees of the Severance Indemnity Fund - CCFGTS 1.0 D 0.60 1.10 0.60 0.77 0.67
Proportional vacation pay Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 1.20 1.10 1.10 113 111
Payment of the 13th proportional salary Special Secretariat for Social Security and Labor - SEPREVT 1.0 D 1.20 1.10 0.60 0.97 0.71
::(:]:nfi:z;esla;?(;;zlli::bll}ei)s”missul Campensatian Board of Trustees of the Severance Indemnity Fund - CCFGTS 1.0 D 0.60 0.60 0.70 0.63 0.68
Dismissal exam Special Secretariat for Social Security and Labor - SEPREVT 1.0 PD 2.10 2.00 2.00 2.03 2.01
WorkReports | <02 100y anatobr Oblgonons. ssecl | and Fecero everve BB | 120 | © | 2820 | 720 | 1920 | 1720 | 1808
Sub-total 112.90 | 93.10 104.50 | 103.50 | 103.61
Psr;';’:;er: Nocion Collection Document Generator Federal Revenue - RFB 120 o | 00 | 132 | 144 | 92 | 132
“?f:f‘n‘:::f;‘;" ngSFTSCff’ecommic and Fiscal Federal Revenue - RFB 1.0 D 00 06 11 06 1.0
Corporation Tax - IRPJ Federal Revenue - RFB 4.0 D 10.4 2.1 31 5.2 3.5
Social Contribution on Net Income - CSLL Federal Revenue - RFB 12/4/1. D 8.4 0.6 0.2 3.1 0.8
.g ;f;cn\'icn\gln;reoggr:::n(zn- E:g%r;:;;l;{ Employee Asset Federal Revenue - RFB 12.0 D 8.4 7.2 2.4 6.0 3.4
;é, Contribution to the Financing of Social Security - COFINS Federal Revenue - RFB 12.0 D 8.4 7.2 2.4 6.0 3.4
§ Taxes Tax on Industrialized Products - IPI Federal Revenue - RFB 12.0 D 14.4 0.0 0.0 4.8 1.0
g Export Tax Federal Revenue - RFB 240 D 14.4 0.0 0.0 4.8 1.0
§ "Tax on transactions related to the movement of goods and the
:g provision of transport services and interstate and inter-municipal Muncipal Secretariat for Finance 120 PO 26.4 0.0 00 88 18
£ communications
< - ICMS"
Tax on Services - ISS Muncipal Secretariat for Finance 12.0 D 8.4 25.2 8.4 14.0 10.6
Tax on Urban Property and Land Property - IPTU Muncipal Secretariat for Finance 1.0 D 8.4 13.2 8.4 10.0 9.0
Water and sewer fee Local Sanitation Company 12.0 D 0.3 1.1 0.3 0.6 0.4
Lighting fee Local Energy Concessionaire 12.0 D 0.0 7.2 49.2 18.8 40.3
Vehicles Motor Vehicle Property Tax - IPVA and licenses Muncipal Secretariat for Finance 1.0 D 0.20 1.10 0.20 0.50 0.32
Occupational Accident Insurance - SAT/ RAT National Institute of Social Security - INSS 12.0 D 2.4 7.2 7.2 5.6 6.9
Health / Safety at Work
Accident Prevention Factor - FAP National Institute of Social Security - INSS 12.0 D 2.4 7.2 7.2 5.6 6.9
Sub-total iLy 42.4 iy 53 7.0
18. Certificado Digital e-CNP)J ICP-Brasil 1.0 D 17 3.4 17 23 1.9
g 19. Registro no conselho de classe Conselho Regional de Engenharia e Agronomia (CREA) 1.0 D 0.0 2.2 0.0 0.7 0.3
§ 20. Atestado de responsabilidade técnica elétrica Conselho Regional de Engenharia e Agronomia (CREA) Por obra D 0.0 2 0.0 0.8 0.3
g 21. Atestado de responsabilidade técnica hidrdulica Conselho Regional de Engenharia e Agronomia (CREA) Por obra D 0.0 2.4 0.0 0.8 0.3
':33 22. Atestado de responsabilidade técnica mecénica Conselho Regional de Engenharia e Agronomia (CREA) Por obra D 0.0 2 0.0 0.8 0.3
S Others 23. Atestado de responsabilidade técnica para AVCB Conselho Regional de Engenharia e Agronomia (CREA) Por obra D 0.0 2.4 0.0 0.8 0.3
g 24. Atestado de responsabilidade técnica estrutural Conselho Regional de Engenharia e Agronomia (CREA) Por obra D 0.0 2 0.0 0.8 0.3
g 25. Protocolar pré-projeto arquitetdnico na Prefeitura Prefeitura municipal Por obra D 0.0 12.2 0.0 4.1 1.6
5] 26. Emiss@o de baixa de construgdo e “Habite-se” Prefeitura municipal Por obra D 0.0 0 0.0 0.1 0.0
27. Protocolar pré-projeto no Corpo de Bombeiros Corpo de Bombeiros Por obra D 0.0 12.2 0.0 4.1 1.6
Corpo de Bombeiros Por obra D 0.0 0 0.0 0.1 0.0

Sector weighting: 1=8.1 %; 11=22.2 %; 111=69.7 %




Annex B.3 Details of IB-LAT procedures - Colombia

COLOMBIA Procedure Institution I:rr:(‘;:;lncy Mode 1 n m SiAn‘:Z!e W:\Igh
TOTAL 396.9 521 481.63 466.5 476.9
Subtotal 266.875| 213.75| 211.25 230.6 2195
Payroll calculation and payment Ministry of Labor 12 Mix 60 48 51 53.0 51.7
Electronic payroll DIAN 12 D 54 48 54 52.0 52.9
"Parafiscal payments, social benefits and
social Ministry of Labor 12 Mix 12 12 12 12.0 12.0
security"
Service premiums Ministry of Labor 2 D 4 5 5.25 4.8 5.0
Payment of non-labor wages (contractfor | ;e ot | abor 12 Mix 735 45 39| 525| 449
Salaries / taxes / | works or services)
contributions Provisions and supplies Ministry of Labor 3 ND 2.75 6 0.5 3.1 1.8
Vacation time processing Ministry of Labor 4 D 1 1 2 1.3 1.7
Vacation log book Ministry of Labor 4 D 1 1 1.5 1.2 1.3
- Calculation and deposit of benefits (ce- -
e santias) (February 14] Ministry of Labor 1 D 1 1 3 1.7 2.4
§ "Health Provider Entities (EPS) and
%_ Processing of disabilities with the EPS Occupational Risk Administrator 4 Mix 22 12 21.25 18.4 19.7
LIE.I (ARL)"
s Entrance exams Ministry of health and social 1 Mix 15 25 175 1.9 1.9
S protection
3 Signature of employment contract Ministry of Labor 1 D 1 25 0.5 1.3 0.9
*Z Social benefits enroliment Ministry of Labor 1 Mix 22.25 18.25 7.25 15.9 113
E Firing process (warnings, follow-ups) Ministry of Labor 1 Mix 0.875 2.25 2.25 1.8 2.1
P Termination letter Ministry of Labor 1 Mix 0.25 1.25 0.625 0.7 0.7
Hiring / Firing Layoff /labor disputes Ministry of Labor 1 D 0.25 1 1 0.8 0.9
Job Transition Administrative Department of the 0 D 15 0.25 0.25 07 0.4
Public Function
Settlement Ministry of Labor 1 Mix 3.25 25 4.375 3.4 3.9
Final payment Ministry of Labor 1 Mix 0.75 0.25 0.25 0.4 0.3
Retirement Medical Exam Ministry of health and social 1 D 15 15 1 13 12
protection
Layoff report g"r'gt'ztcrt{of health and social 1 D 025| 025 025 03 03
Work Reports New hire report Ministry of Labor 1 Mixta 0.25 0.25 0.25 0.3 0.3
Disability report Ministry of Labor 4 D 1 1 1 1.0 1.0
Vacation report Ministry of Labor 4 D 1 1 1 1.0 1.0
Subtotal 91.4 2475| 220.75 186.6 207.5
Collection of documents for commercial Chambers of Commerce; Su-
reqi . perintendence of industry and 1 D 1 1 3 1.7 2.4
gistration commerce
Chambers of Commerce; Su-
Commercial registration renewal perintendence of industry and 1 D 0.25 1 0.625 0.6 0.6
commerce
- ) . . Chambers of Commerce; Su-
@ Filing of financial statements with the perintendence of industry and 1 D 0.25 0.25| 0625 0.4 05
= Taxes Chamber of Commerce
o commerce
= . N
s $ubm|55{on of exogenous national tax DIAN 1 D 16 24 17.125 19.0 182
8. information
5 $ubmission of municipal tax exogenous DIAN 1 8 32| 15625 185 175
5 information
g Payment of taxes DIAN 1 13 93 94 66.7 82.5
z Issuance of electronic support document DIAN 12 D 3.9 4 24.75 10.9 181
E for those not requiered to invoice i i i i
g s Waste management Ministry of Environment 12 ND 0 0 3 1.0 2.0
Management
Vehicle insurance Ministry of Transport 1 D 2 2 0 1.3 0.6
Vehicles Technical-mechanical inspection Ministry of Transport 1 ND 5.25 8.25 0 4.5 2.2
i
Vehicle tax payment Ministry of Transport 1 D 1 1 0 0.7 0.3
Driver service payment Ministry of Transport 12 D 0 12 0 4.0 2.2
OSHMS certification course Ministry of Labor 0.33 D 15.75 9 16.5 13.8 15.0
?te\‘,’\ihrés“fe‘y OSHMS implementation Ministry of Labor 12 D 15 36| 355| 288| 327
OSHMS adaptations and logistics Ministry of Labor 12 D 10 24 10 14.7 12.5
& Subtotal 38.625 59.75| 49.625 49.3 49.9
3 . .
3 Technical report on human safety and fire | 4 ety of Interior 1 Mix 2.125 4.25 4.25 35 4.0
8 protection
a Regulatory Update 12 6 24 21.5 17.2 19.8
'é Electronic payroll registration DIAN 1 D 0.5 0.5 0.5 0.5 0.5
g Statistical & Electronic payroll implementation DIAN 1 D 2 4 3 3.0 3.0
o Legal ini
e : Electronic signature implementation M|n|§try of Commerce, Industry and 1 4 3 4.5 3.8 4.2
] Tourism
5 Electronic invoicing - activation, parame- Ministry of Commerce, Industry and 12 8 24 18 16.7 17.7
E= terization, registration and issuance Tourism ) )
© Livestock Vaccination ICA 2 ND 16 0 0 5.3} 2.2

Sector weighting: [=14 %; 11=18 %; |11=68 %




Annex B.4 Details of IB-LAT procedures - Costa Rica

collection)

Municipalities

COSTARICA Procedure Institution ':rr::qtzlncy Mode 1 ] 11l SiArcg!e WAe‘llgh
TOTAL 409.00 | 307.00 | 286.50 | 334.17 | 297.08
Sub-total 364.00 | 220.00 | 159.00 | 247.67 | 182.40
Salary calculation CCSS 24 D 24.00 | 24.00 | 48.00 | 32.00 | 41.66
Transfers Internal/ MTSS y CCSS 24 D 144.00 | 48.00 | 24.00 | 72.00 | 35.20
Salaries / taxes | Employee and employer contributions Internal/ MTSSy CCSS 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
/contributions | settlement of holidays, advances Internal/ MTSS y CCSS 2 D 2.00 2.00 1.00 1.67 1.26
2 Preparation of Payment Plans Internal/ MTSS y CCSS 24 D 24.00 | 24.00 | 24.00 | 24.00 | 24.00
é Others INS 12 D 24.00 | 24.00 | 6.00 | 18.00 | 10.76
—g_ Signing of an employment contract Internal/ MTSS y CCSS 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
é Social security enrollment Internal/ MTSSy CCSS 12 D 36.00 | 36.00 | 6.00 | 26.00 | 13.93
Z Opening a salary account Internal/ MTSS y CCSS 2 D 2.00 2.00 4.00 2.67 3.47
"E Hiring / Firing Notice of termination Internal/ MTSS y CCSS 2 D 2.00 2.00 4.00 2.67 3.47
g Document of termination of employment contract Internal/ MTSS y CCSS 2 D 2.00 2.00 1.00 1.67 1.26
_g Final payment/ Final settlement Internal/ MTSS y CCSS 2 D 2.00 2.00 2.00 2.00 2.00
i Social security discharge Internal/ MTSSy CCSS 2 D 2.00 2.00 1.00 1.67 1.26
Others Internal/ MTSS y CCSS 2 D 2.00 2.00 1.00 1.67 1.26
Register of Working Hours Internal/ MTSS y CCSS 12 D 60.00 | 12.00 | 6.00 | 26.00 | 10.01
Work Reports Schedule of working hours Internal/ MTSS y CCSS 12 D 12.00 | 12.00 6.00 10.00 7.59
Employee’s sick leave report Internal/ MTSS y CCSS 1 D 1.00 1.00 0.50 0.83 0.63
Report to the insurer in case of accident orillness INS 12 ND 1.00 1.00 0.50 0.83 0.63
Sub-total 40.00 | 73.00 | 91.50 | 68.17 | 84.94
Annual accounting presentation Ministry of Finance 1r(;;TrE£fzi§d D 1.00 3.00 40.00 | 14.67 | 30.12
Procedures associated with VAT Ministry of Finance 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
Procedures associated with property tax Ministry of Finance 164 D 2.00 2.00 16.00 6.67 12.30
Procedures associated with income tax Ministry of Finance 164 D 1.00 1.00 1.00 1.00 1.00
Taxes Formalities Import/export duties if exporting Ministry of Finance 1 D 0.00 24.00 2.00 8.67 6.60
" Procedures associated with Gross Income Tax Ministry of Finance 1 D 2.00 2.00 1.00 1.67 1.26
é Payment Real estate tax Ministry of Finance 1 D 1.00 1.00 0.00 0.67 0.26
:?, Procedures associated with VAT refund Ministry of Finance 1 D 2.00 2.00 0.00 1.33 0.53
§ Procedures necessary for taxation Ministry of Finance 1 D 6.00 6.00 6.00 6.00 6.00
g Other Fees and Taxes Ministry of Finance 1 D 6.00 10.00 0.00 5.33 2.44
§ Notification of production of waste Municipality/ Ministry of Health 1 ND 0.00 1.00 8.00 3.00 6.10
E Waste Study of waste minimization Municipality/ Ministry of Health 1 ND 0.00 1.00 1.00 0.67 0.95
-E Management | Control of submission of documents Municipality/ Ministry of Health 1 ND 0.00 1.00 0.00 0.33 0.21
= Others Municipality/ Ministry of Health 1 ND 0.00 0.00 1.50 0.50 1.10
Vehicle Insurance Ministry of Finance / INS 1 D 1.00 1.00 0.00 0.67 0.26
Vel Registration of new vehicle gérgztt?;()f Finance /National 1 D 3.00 3.00 0.00 2.00 0.79
Vehicle registration taxes Ministry of Finance 1 D 1.00 1.00 0.00 0.67 0.26
Others Internal/MOPT, MAG 1 ND 2.00 2.00 0.00 1.33 0.53
Health / Safety | Occupational safety training for employers INS 1 ND 0.00 0.00 2.00 0.67 1.47
atWork Regular training on fire safety INS 1 ND 0.00 0.00 1.00 0.33 0.74
Changes in the tax code Internal/Ministry of Finance 12 ND 1.0 0.0 120 4.3 8.9
gjgéir;telg:;gf;?sYSJquﬂ)qnd Medium Agricultural Pro ” 1 ND 4.0 0.0 0.0 13 0.2
Registration of SMEs in the MEIC MEIC 1 D 0.0 2.0 0.0 0.7 0.4
Health permit issued by the Ministry of Health Ministry of Health 2 ND 0.0 10.0 0.0 3.3 2.1
Health registration of new product Ministry of Health 2 D 0.0 2.0 0.0 0.7 0.4
f:;g?;iter:tion and annual maintenance of the simplified Ministry of Finance / INS 12 D 0.0 0.0 12.0 4.0 8.8
Alcohol license (based on sales, once a year, quarterly 2 ND 0.0 0.0 12.0 4.0 8.8

Sector weighting: [=5.06 %;

11=21.36 %; I11=73.58 %




Annex B.5 Details of IB-LAT procedures - Chile

CHILE Procedure Institution Annual Mode | 1} 11l Simple | Weigh.
Frequency Avg. Avg.
TOTAL 166.00| 1331.10 | 259.41| 585.47 | 470.41
SubTotal 81.50| 124.43| 112.06| 106.00| 111.05
Calculation of salaries Superintendence of Labor 12 D 57.00 66.00| 81.00| 68.00| 75.10
i Sub-Ministry of Labor and
Salaries / taxes / Payment of contributions Social Welfare 12 o 3.00 9.00 450 S50 528
contributions
Calculation and legal registration of advances Superintendence of Labor 12 D 3.00 9.00 9.75 7.25 8.82
- Calculation, legal registration and holiday payment Superintendence of Labor 12 D 3.00 9.00 9.75 7.25 8.82
c
(& according to
g Collect documents from the new worker Labor Inspectorate sector o 1.00 503 063 222 L
= according to
uE.l Elaborate and sign employment contract Labor Inspectorate sector b 1.50 3.89 1.05 215 160
(o) .
= according to
2 . Send the employment contract to the Labor Inspectorate | Labor Inspectorate sector b 2.00 1.68 025 L2 08
o | Hiring/ Firing dina t
2 according to
c Calculation and payment of the final settlement Labor Inspectorate sector o 050 215 038 ol 018
=
° according to
< Notarial signature of the settlement Notary and Labor Inspectorate sector ND 200 8.60 1.00 ek 268
according to
Dismiss the worker from the Labor Inspectorate Labor Inspectorate sector P 175 1.08 0.16 100 0
. . accordingto | 450| 300| 300 350 317
Receive and process a medical license Isapre/Fonasa sector
Work Reports - -
) Mutual Security and Isapre/ according to D 225 6.00 0.59 295 1.90
Carry out procedures for work accident Fonasa sector
Subtotal 84.50 87.67| 106.22| 92.80| 99.82
Document registration/stamp (bills, invoices, credit . according to D 12.00 9.00 8.63 9.88 9.08
notes...) Internal Revenue Service sector
0 according to
5 Registrations of Accounting Books Internal Revenue Service sector b 8.00 926| 30.00 el 2
5 | Taxes )
o
5 Declaration and payment of monthly Value Added Taxes ' 12 D 12.00 1476| 13.35| 13.37| 13.48
8. (VAT) Internal Revenue Service
5 Pre-tax declarations Internal Revenue Service 1 D 16.00 16.00| 22.50| 18.17| 20.40
é Annual income tax return Internal Revenue Service 1 D 16.00 16.00| 16.00| 16.00| 15.98
o .
B o . . according to 6.00| 990 205| 598 412
‘E Training workers on safety issues Security company sector
‘E | Health/Safety at aceording to
e
& | Wit Keeping the Health and Safety Regulations up to date Labor Inspectorate sector b 4.00 3.00 4.00 367 S
Collect and submit background for fee update Security company 1 D 8.00 7.50 7.19 7.56 7.34
VT Technical review Transit Authority 1 ND 2.00 2.00 2.00 2.00 2.00
ehicles
Obtain vehicle registration Transit Authority 1 D 0.50 0.25 0.50 0.42 0.45
SubTotal 0.00| 1119.00| 41.13| 386.71| 259.56
Traffic control permits Works Directorate 4 ND 0.00| 480.00 0.00| 160.00| 99.36
n Pavement break Works Directorate 4 ND 0.00| 480.00 0.00| 160.00| 99.36
[
_g Excavations Works Directorate 4 ND 0.00| 640.00 0.00| 213.33| 132.48
g Debris removal Works Directorate 4 ND 0.00 18.00 0.00 6.00 273
5—; Payment of permits (local) Municipality 1 D 0.00 1.00 0.00 0.33 0.21
5 . Pest control Municipality 12 0.00 48.00 0.00| 16.00 9.94
G | Specific to - - —
§ productive activity | Temperature recording of refrigerators Municipality 360 0.00 36.00 0.00| 12.00 7.45
E Reglst_rcxtlon of production dates for products and raw o 0.00 36.00 0.00| 12.00 745
- materials Municipality 360
[
g Payment of permits (local) Municipality 1 D 0.00 0.00 0.25 0.08 0.17
Pest control Municipality 12 0.00 0.00| 54.00| 18.00| 36.67
Electricity control Municipality 4 0.00 0.00 4.00 1.33 2.72
COVID sanitization Ministry of Health 12 0.00 0.00| 24.00 8.00| 16.30

Sector weighting: [=11.3 %;

11=20.7 %; 111I=67.9 %




Annnex B.6 Details of IB-LAT procedures - Ecuador

ECUADOR  |Procedure Institution Annual el I i | Simple | Weigh.
Frequency Avg. Avg.
TOTAL 272.00 | 644.48| 294.52 | 403.66 | 395.05
Subtotal 46.5 46.9 33.8 42.40 | 39.42
Contribution receipts Ecuadorian Institute of Social Security (IESS) 12 D 3 3 3 3 3
Retention of Payment Chirographic Loans Ecuadorian Institute of Social Security (IESS) 12 D 3 3 3 3 3
= Retention of securities paid mortgage loans Ecuadorian Institute of Social Security (IESS) 12 D 3 3 3 3 3
E Salurigs/t.oxes Reserve fund sheet Ecuadorian Institute of Social Security (IESS) 12 D 3 3 3 3 3
> |/ contributions - —.
_g_ Record thirteenth salar Ministry of Labor (MDT) 1 D 1 1 1 1 1
LIE.I Record fourteenth salary Ministry of Labor (MDT) 1 D 1 1 1 1 1
k] Registration payment 15% profit Ministry of Labor (MDT) 1 D 4 4 4 4 4
,5 Hire notification Ecuadorian Institute of Social Security (IESS) Depends D 3.75 8.4 1 4.39 3.58
E Upload contract Ministry of Labor (MDT) Depends D 3.75 8.4 1 4.39 3.58
:E . . Pre-occupational examinations Ministry of Labor (MDT) Depends ND 1 1 1 1 1
% hirngdhing Notice of termination Ecuadorian Institute of Social Security (IESS) Depends D 2.5 1.5 1 1.69 1.37
< Settlement calculation Ministry of Labor (MDT) Depends | ND 10 6.2 4.1 6.74 5.50
Settlement act Ministry of Labor (MDT) Depends D 5 3.1 2 3.37 2.75
Work Reports Salary change notification Ecuadorian Institute of Social Security (IESS) Depends D 2.5 0.25 1.4 1.40 1.24
INEC report National Institute of Statistics and Censuses (INEC) 1 D 0 0 4.3 1.42 2.41
Subtotal 152 1876 | 169.3 | 169.60 | 172.32
Tax return Internal Revenue Service (IRS) 1 D 40 40 40 40 40
Annual presentation of financial statements and annexes | Superintendence of Companies 1 D 40 40 40 40 40
Monthly presentation of VAT Internal Revenue Service (IRS) 12 D 48 48 48 48 48
Monthly statement of withholding tax Internal Revenue Service (IRS) 12 D 6 6 6 6 6
Simplified transactional annex Internal Revenue Service (IRS) 12 D 6 6 6 6 6
@ Dependency Annex Internal Revenue Service (IRS) 1 D 8 8 8 8 8
é Dividend schedule Internal Revenue Service (IRS) 1 D 1 1 1 1 1
g Taxes Contribution Payment to Charity Board Board of Charity of Guayaquil 1 ND 0 0.97 0 0.32 0.29
8‘ Payment of 1.5x1000 tax on total assets Decentralized Autonomous Government of Guayaquil 1 D 0.5 0.5 0.5 0.50 0.5
E Municipal patent payment Decentralized Autonomous Government of Guayaquil 1 D 0.5 0.5 0.5 0.50 0.5
2 Habilitation rate Decentralized Autonomous Government of Guayaquil 1 D 0.5 0.5 0.5 0.50 0.5
% Property tax Decentralized Autonomous Government of Guayaquil 1 D 0.5 0.5 0.5 0.50 0.5
I= Contribution to the Superintendence of Companies Superintendence of Companies 1 SD 0.5 0.5 0.5 0.50 0.5
-§ Tax payment 2x1000 U Guayaquil University of Guayaquil 1 ND 0 0.6 0 0.19 0.17
Annex of members and shareholders Internal Revenue Service (IRS) 1 D 0.5 0.5 0.5 0.50 0.5
Vel Vehicle inspection National Transit Agency (ANT) 1 sb 0 5 2.3 2.45 2.81
Registration of the new vehicle National Transit Agency (ANT) Depends sb 0 8 3.7 3.92 4.50
Annual training plan Ministry of Labor (MDT) 1 D 0 8 4.3 4.08 4.78
Health / Safety| Occupational health training Ministry of Labor (MDT) 1 D 0 1 0.5 0.51 0.60
at Work Indicators Ministry of Labor (MDT) 1 ND 0 2 11 1.02 1.20
Health and safety requlations Ministry of Labor (MDT) 0.5 D 0 10 5.3 5.10 5.98
Subtotal 735 410.1 91.4 | 191.66 | 183.31
Inspection / Fire department inspection Fire department 1 SD 15 1.5 1.5 1.50 15
supervision Reporting of economic operations and transactions Financial and Economic Analysis Unit (UAFE) 12 SD 0 74.8 0 2494 | 22.15
Autorizaciones| Refresher course on money laundering Superintendence of Companies 1 ND 0 2.4 1.9 1.44 1.79
Beach or bay permit Sub-Secretary of Aquaculture 1 ND 10 0 0 3.33 1.36
Inspections Sub-Secretary of Aquaculture 2 ND 16 0 0 5.33 2.18
Environmental audit Ministry of the Environment 0.5 ND 4 0 0 1.33 0.55
Water and soil noise report Ministry of the Environment 1 ND 8 o] 0 2.67 1.09
Waste declaration Ministry of the Environment 1 ND 24 0 0 8.00 3.27
@ Quality and health certificates Sub-Secretary of Quality and Inucuidad 1 ND 10 0 0 3.33 1.36
.;3 ARCSA inspection g'rfé";z‘:\'/:ﬁgggé’ (ferF(':es"A"‘)h Regulation, Control 1 ND | o 24 0 081 | 072
E Registration renewal of heavy machinery Ministry of Transport and Public Works (MTOP) 1 ND 0 3.1 0 1.04 0.92
o Building permits Decentralized Autonomous Governments 1 ND 0 187 0 62.34 | 55.37
g Electrical plans National Electricity Corporation (CNEL) 1 ND 0 62.3 o] 20.78 | 18.46
§ Specific to Water plans Interagua 1 ND 0 62.3 0 20.78 18.46
;:J‘; productive Environmental certificate Ministry of the Environment 1 ND 0 6.2 0 2.08 1.85
5 activity Construction risk specialization course Ministry of Labor (MDT) 0.5 D 0 7.8 0 2.60 231
g Institutional education plan Ministry of Education 1 ND 0 0 17 5.67 9.65
Curriculum plan Ministry of Education 1 ND 0 0 17 5.67 9.65
Corporate risk plan Ministry of Education 1 ND 0 0 17 5.67 9.65
Master file opening Ministry of Education 1 ND 0 0 1.6 0.53 0.91
Master file closing Ministry of Education 1 ND 0 0 1.6 0.53 0.91
Qualifications CAS 1 ND 0 0 2.1 0.71 1.21
Census of students (CAS) Ministry of Education 1 ND 0 0 3.2 1.06 1.81
Cost resolution Ministry of Education 1 ND 0 0 21 0.71 1.21
Scorecards Ministry of Education 1 ND 0 0 11 0.35 0.60
Operating permit Ministry of Education 0.2 ND 0 0 8.5 2.83 4.83
Audit Ministry of Education 0.33 ND 0 0 16.8 5.61 9.56

Sector weighting: [=18.8 %; 11=26.9 %; I11=54.3 %




Annex B.7 Details of IB-LAT procedures - México

ATLAS NETWORK - ADAM SMITH CENTER

s Annual Simple | Weigh.
MEXICO Procedure Institution Frequency Mode | 1} m Avg. Avg.
TOTAL 619.86 | 467.36 | 540.86 | 542.69 | 506.31
Subtotal 297.86 | 297.86 | 297.86 | 297.86 | 297.86
Income tax withholding Tax Administration Service 12 D 15.19 | 15.19 | 15.19 | 15.19 | 15.19
Annual record of employee salaries and withholdings Tax Administration Service 1 D 1.27 1.27 1.27 1.27 1.27
fﬁ%ﬁg?f;t of persons to who received salary payments or employment Tax Administration Service 1 1.27 127 | 127 1.27 1.27
. ! X . N Ministry of Labor and Social Security and
5 Calculation of employees' profit sharing benefits (OCTs). lthe Ministry of Finance and Public Credit 1 D 1.00 1.00 1.00 1.00 1.00
f=4
S N . -
€ Contributions to the Retirement Savings System Natl_onal Commission on the Retirement 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
> Savings System
E- Salaries / taxes Worker-employer payments to IMSS and Infonavit Mexican Institute of Social Security 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
.."'é' / contributions | Registration of personnel in imss (hires); registration on IMSS mailbox Mexican Institute of Social Security 1 D 0.32 0.32 0.32 0.32 0.32
S Registration of personnel in imss (dismissals); discharge on IMSS mailbox | Mexican Institute of Social Security 1 D 0.32 0.32 0.32 0.32 0.32
‘g" Proceedings before the imss (pensions) Mexican Institute of Social Security 12 Si 12.00 | 12.00 | 12.00 | 12.00 | 12.00
= Membership in the Institute for the National Fund for Employee National Fund for Workers' Consumption 12 12.00 | 12.00 | 12.00 | 12.00 | 12.00
£ Consumption
el
< Affiliation to INFONAVIT National Workers' Housing Fund Institute 1 D 0.25 0.25 0.25 0.25 0.25
Training of personnel in health and industrial safety General Law on Civil Protection 1 ND | 32.00 | 32.00 | 32.00 | 32.00 | 32.00
Sick/maternity leave Mexican Institute of Social Security 1 D 025 | 0.25 | 0.25 0.25 0.25
Compliance with regulation of psycho-social risks Ministry of Labor and Social Security 1 4.00 | 4.00 | 4.00 | 4.00 | 4.00
Personal data protection National Institute for Access to Information 1 D 1.00 1.00 1.00 1.00 1.00
Hiring /Firing | Reviews of contracts, labor disputes, etc. Conciliation and arbitration board 12 ND |192.00/192.00|192.00| 192.00 | 192.00
Obligations of the employer upon termination of employment Conciliation and arbitration board 1 ND 1.00 1.00 1.00 1.00 1.00
Processing of advanced electronic signatures Tax Administration Service 1 ND | 16.00 | 16.00 | 16.00 | 16.00 | 16.00
Registrations for invoicing purposes Tax Administration Service 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
Enrollment of employees in the Federal Taxpayer Registry (RFC) Tax Administration Service 1 D 1.00 1.00 1.00 1.00 1.00
Tax record Tax Administration Service 1 D 1.00 1.00 1.00 1.00 1.00
Accounting recording obligations Tax Administration Service 1 D 1.00 1.00 1.00 1.00 1.00
:g;r:;gtre financial position statement and inventory as at 31 December Tax Administration Service 1 D 800 | 800 | 8.00 8.00 8.00
Monthly SRI declaration Tax Administration Service 12 D 48.00 | 48.00 | 48.00 | 48.00 | 48.00
Annual declaration of ISR Tax Administration Service 1 D 4.00 4.00 4.00 4.00 4.00
Monthly Statement of Value Added Tax Tax Administration Service 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
Monthly Special Tax Return on Products and Services Tax Administration Service 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
Information Statement of Operations with Third Parties Tax Administration Service 12 D 12.00 | 12.00 | 12.00 | 12.00 | 12.00
Registration and updating of the RFC; activation of the tax box Tax Administration Service 1 D 1.00 1.00 1.00 1.00 1.00
Property tax Municipal Finance Act 1 D 0.25 4.00 | 0.25 1.50 2.24
Water payment Local provider 1 D 0.25 4.00 | 0.25 1.50 2.24
Electricity payment Federal Electricity Commission 1 D 0.25 0.25 0.25 0.25 0.25
Payroll tax Ministry of Finance of each state 1 D 1.00 1.00 1.00 1.00 1.00
New Car Tax (ISAN) Ministry of Finance of each state 1 D 1.00 1.00 1.00 1.00 1.00
Waste authorizations and permits 12 3.00 3.00 | 3.00 3.00 3.00
Vehicle registration Secretary of Public Security 1 ND 4.00 4.00 | 4.00 4.00 4.00
Vehicle discharge Secretary of Public Security 1 ND 4.00 4.00 | 4.00 4.00 4.00
Vehicle ownership Tax Ministry of Finance of each state 1 D 025 | 0.25 | 0.25 0.25 0.25
Replacement Secretary of Public Security 1 D 4.00 | 4.00 | 4.00 | 4.00 | 4.00
Sanitary Records and Permits (Livestock) 6 96.00 96.00 | 5.49
Filling Formats for Economic Censuses gctlonul Institute of Statistics and 1 D 4.00 4.00 | 4.00 4.00 4.00
eography
Compliance with health regulations by covid 19 and civil protection 1 4.00 4.00 | 4.00 4.00 4.00
Certification of Origin by Importer, Exporter or Producer (agriculture) i :Zgz: :I 72.00 | 8.00 40.00 | 8.37
Obligation to transmit the messages of political parties, independent
candidates and electoral authorities. (Advertising agencies) 12 384.00384.00157.95
Donor reporting for financial transparency (annual declaration due in May) | Tax Administration Service 1 1.00 1.00 0.41
Reports on extraordinary donations - Mitigation impact of covid19. 1 1.00 1.00 0.41
(Donors)
Toaxi vehlcle permits, I!cense_ plates, insurance, and toxicology screenings Local mobility authorities 1 8.00 8.00 3.29
for public transportation drivers.
Participation in tenders for the provision of services (preparation of the file) 4 160.00| 160.00 | 65.81




Annex B.8 Details of IB-LAT procedures - Peru

PERU Procedure Institution ?rr:;uuilncy Mode | 1} ] SL"\;S!E WAe‘llggh
TOTAL 797.10 | 601.53 | 509.90 | 636.18 | 591.00
SubTotal 19.58 27.89 23.69 23.72 23.42
Declaration by AFP SBS 12 D 5.00 5.00 4.50 4.83 4.70
Salaries /taxes / | Declaration of ONP ONP 12 D 4.50 8.00 5.75 6.08 5.82
contributions PLAME Statement: Monthly Payroll SUNAT 12 D 4.00 8.00 6.00 6.00 5.86
E Declaration of life insurance MTPE 1 D 0.29 0.67 0.50 0.49 0.48
% Social security enrollment MTPE 1 D 0.83 0.72 1.25 0.94 1.07
g Registration of personnel at SUNAT SUNAT 1 D 0.42 0.22 0.21 0.28 0.26
‘*L; Registration of contract into the Ministry of Labor MTPE 1 D 0.21 0.36 0.29 0.29 0.28
é Accident Insurance SBS 1 D 0.42 0.67 0.63 0.57 0.58
§ Hiring / Firing Life insurance SBS 1 D 0.50 0.72 0.63 0.62 0.61
E Membership of the AFP and ONP SBS 1 D 0.50 0.61 0.73 0.61 0.66
-<:(’ Opening salary account and CTS SBS/MTPE 1 D 0.29 1.44 1.83 1.19 1.41
Social security withdrawal MTPE 1 D 0.38 0.22 0.19 0.26 0.24
Worker termination at SUNAT SUNAT 1 D 0.38 0.19 0.19 0.25 0.23
Work Reports Employee’s sick leave report ESSALUD 1 D 0.88 0.50 0.50 0.63 0.59
Inform the insurer in case of accident or illness SBS 1 D 1.00 0.56 0.50 0.69 0.62
Subtotal 440.29 | 565.97 | 452.35 | 486.21 | 467.86
Procedures associated with IGV SUNAT 12 D 72.00 80.00 84.00 78.67 80.58
Procedures associated with Property Tax MUNI 1 D 0.50 0.56 0.33 0.46 0.41
Procedures associated with public facility fees MUNI 1 D 0.63 0.53 0.27 0.47 0.39
Procedures associated with ITAN: Temporary Tax on Net Assets SUNAT 12 D 9.00 6.00 6.00 7.00 6.69
Procedures associated with Income Tax SUNAT 1 D 13.00 26.67 22.00 20.56 20.67
e :;?E?i?:j;zt;zcsith with DAOT: Annual Declaration of Operations SUNAT 1 D 4.50 6.67 450 522 4.85
Import/export duty, formalities (if exporting) SUNAD 12 D 108.00 | 168.00 | 108.00 | 128.00 | 117.66
a Procedures associated with Drawback (if exporting) SUNAT 12 D 36.00 36.00 24.00 32.00 28.70
o
2 Payment Real estate tax SUNARP 1 D 0.42 0.22 0.25 0.30 0.28
3 Fractioning payment in SUNAT SUNAT 12 D 1.50 2.00 2.00 1.83 1.88
“?, Procedures associated with Vehicle ownership SUNAT 1 D 0.50 0.50 0.50 0.50 0.50
.§ Procedures associated with Alcabala Tax MUNI 1 D 2.50 3.00 3.50 3.00 3.19
% Notification of production of waste MINAM 1 D 6.00 10.67 8.00 8.22 7.97
3,15; n/::;z]ement Study of waste minimization MINAM 1 ND 7.00 6.00 6.00 6.33 6.23
< Communication to SUNAT SUNAT 1 D 1.25 1.00 1.00 1.08 1.06
Vehicle insurance MTC 1 D 1.25 0.83 4.50 2.19 3.16
Vehicle inspection SUTRAN 1 ND 3.00 2.67 5.00 3.56 4.16
Vehicle registration MTC 1 D 3.50 2.67 3.00 3.06 3.06
Vehicles New vehicle registration SUNARP 1 D 2.00 2.67 31.50 12.06 20.04
Dismissal of old vehicle SUNARP 1 D 1.25 2.00 2.00 1.75 1.83
Permission to transport dangerous goods and waste MTC 1 D 48.00 45.33 44.00 45.78 45.14
Automobile tax MEF 1 D 2.50 2.00 2.00 217 212
Health /Safety | Annual Occupational Safety Plan PCM/ITSDC 1 D 68.00 93.33 47.14 69.49 59.40
at Work Occupational health safety, Plan Covid PCM/MTPE 1 D 48.00 66.67 42.86 52.51 47.88
SubTotal 337.23 7.67 33.86 126.25 | 99.72
§ Changes in the fiscal regulation SUNAT/MEF ND 2.50 4.67 8.50 5.22 6.50
g Legal Changes in labor regulations MTPE 1 ND 1.50 1.67 3.75 2.31 2.89
DE_ Changes in the General Commercial Act MINJUS 1 ND 1.00 1.33 2.75 1.69 212
'% Phytosanitary certificate for each container SENASA 52 ND 315.90 0.00 0.00 105.30 72.97
g Renewal of environmental impact certification MINAM 1 D 15.19 0.00 0.00 5.06 S5
é zf:;fc';t‘; Health registration for each product type MINSA 1 ND 1.14 0.00 0.00 0.38 0.26
E activity Municipal inspection MUNI 2 ND 0.00 0.00 14.2875 4.76 8.69
S Health card for each worker MUNI 1 ND 0.00 0.00 3.429 1.14 2.08
License renewal MUNI 1 ND 0.00 0.00 1.143 0.38 0.69

Sector weighting: [=23.1 %; 11=16.1 %; |11=60.8 %




Annex B.9 Details of IB-LAT procedures - Republica Dominicana

REP.DOMINICANA | Procedure Institution Annual Mode I n m | Simple | Weigh.
Frequency Avg. Avg.
TOTAL 1142.11 | 868.81| 724.99| 911.97 744.96
Subtotal 282.87 | 100.55 | 34.54 | 139.32 | 69.56932
Payroll Management for salary payments MIT 24 ND 270.00 | 52.50 15.17 112.56 | 43.53469
withholdings and Contributions: Health Insurance,
Occupational Risk Insurance and Pension System | TSS 12 D 4.50 10.50 7.33 7.44 7.53581
Salaries /taxes | and Infotep
. ccEEl el 1 iy ee Leave / absences report TSS 1.64 D 0.00 | 1524 | 012 | 512 | 460836
é Payroll updates MIT, TSSy DGII 8.42 D 2.58 2.57 3.16 2.77 2.71174
§‘ Withholding and payment of income tax DGl 12 D 4.50 15.75 5.67 8.64 8.17569
Q.
LIEJ Employee registration MITy TSS 1 D 0.25 0.38 0.83 0.49 0.59355
E Health card; laboratory analysis; management Ministry of Public Health 0,12 Semi 0.00 0.75 0.04 0.26 0.24578
o
© Warnings for employee misconduct The company .38 ND 0.00 0.66 0.12 0.26 0.26352
7] . .
g Hiring /Firing | citations for unjustified dismissal [labor security] | MIT 17 ND 0.00 0.50 0.00 0.17 0.149
el
< Negotiation for unjustified dismissal The company .46 ND 1.13 0.28 0.74 0.72 0.57698
Calculation and payment of labor benefits MIT .94 Semi 0.38 0.75 0.60 0.58 0.58506
Employee retirement MITy TSS 1 D 0.22 0.44 0.28 0.31 0.30292
Employee leave / absences report TSS .28 D 0.00 0.13 0.08 0.07 0.0833
Work Reports Payroll updates MITy TSS 1.32 D 0.22 0.19 0.90 0.44 0.57376
Notification of employee termination MIT .86 D 0.22 0.19 0.24 0.22 0.20614
Subtotal 838.11 | 698.01 | 677.56 | 737.89 | 645.7518
Data Submission Formats on company obligations | DGII 12 Semi 48.00 | 102.00 | 185.78 | 111.93 | 137.3315
) ! . .
s Accounting transaction records; custody of Tax DGl 12 Semi | 240.00 | 274.50 | 203.56 | 239.35 | 212.4639
= Receipts (commercial or professional)
5
8‘ IR2-Annual Corporate Income Tax Affidavit DGlI 1 Semi | 314.13 | 130.00 | 197.11 | 213.75 | 171.1476
S Taxes . X . .
S Review Affidavit DGII 1 Semi 21.25 8.00 12.44 13.90 |10.84308
g ACT-Taxable assets DGII 1 D 0.75 34.25 1.17 12.06 | 10.91219
5
o R .
= ITBIS_ Transfer Tax on Industrialized Goods and DGl 12 Semi | 204.00 | 14063 | 59.56 | 134.73 | 89.77066
_g Services.
< IR3- Declaration of Withholding of Employees. DGII 12 D 5.16 3.00 9.00 5.72 6.27852
IR-17- Deductions and additional remuneration. DGlI 9.55 D 4.50 5.25 8.44 6.06 6.58958
Waste CRF— Integral Management and Co-processing of oGl 1 D 0.32 0.38 0.58 0.43 0.45934
Management Solid Waste.
Subtotal 21.13 70.25 12.89 34.76 |29.63559
For construction: City Council,
@ Actv. Construction: Staggered process for Environment, Tourism Ministry of
g construction license (includes environmental Public Works and Constructions;
B approval and by the Ministry of Tourism)/ For DGll and Ministry of Housing/
§ Special Restaurants: Operating license and food handling | Ministry of Public Health. For
% Ar:thorizations (includes approval by Public Health and the restaurants: Ministry of Tourism 0,85 Semi 1.13 56.75 0.02 19.30 17.004
= Ministry of Tourism) For Pastries and Bakeries: and Ministry of Health. For
g Food Handling License For export of fruits and confectionery and bakery:
g vegetables, Certificate of Food Safety and Health | Ministry of Health. For the export
S for export of fruits and vegetables. of fruit and vegetables: Ministry
e of Health, Ministry of Agriculture
g Chamber of Commerce and
(e] Approval and updating of commercial registry production 1 Semi 11.25 7.50 7.19 8.65 7.04983
Legal ) . .
Appointment and Ratification of Commissioners Chamber of Commerce and 1 Semi 8.75 6.00 567 6.81 557619

and Directors

production

Sector weighting: 1=7.2 %; 1=29.8 %; I11=55.7 %
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Annex B.10 Details of IB-LAT procedures - Uruguay

Changes in the tax code DGl DGl \
Change in collections Varios Organismos Various Agencies \ 2.0 2.0 2.0
Change in formats Varios Organismos Various Agencies \% 2.0 2.0 2.0
» B ) ) MGAP, Intendencias Departa- GAP, Dep_artrn_entql Admin- p 2400 00
Official Certificate of Veterinary Inspection mentales istrations 0.0
» ) B MGAP, Intendencias Departa- GAP, Depurtmgntql Admin- P 480 | 0.0
Filing transportation certificate mentales istrations 0.0
Livestock tax Intendencias Departamentales | Departmental Administrations | P 18.0 | 0.0 0.0
Construction feasibility MTSS MTSS \ 0.0 5.6 0.0
Construction registration BPS BPS \ 0.0 5.6 0.0
Construction registration DGl DGl \% 0.0 0.6 0.0
Food Handling certification Intendencias Departamentales | Departmental Administrations| P 0.0 0.0 2.9
Temporary rental permit Ministerio de Turismo Ministry of Tourism \ 0.0 0.0 0.5
Professional driving permit Intendencias Departamentales | Departmental Administrations | P 0.0 0.0 5.4
Special license Intendencias Departamentales | Departmental Administrations | V 0.0 0.0 0.8
Health Card MSP MSP P 0.0 0.0 3.6
Transfers for international payments (Brazil) DGl DGl \ 0.0 0.0 20.7

Sector weighting: 1=7.45 %; 11=20.77 %; l11=71.78 %

URUGUAY  |Procedure Institution ?:e:]l:::ncy Mode | | 1 n SL"\"S!"' W:\i,g'_"
TOTAL 583.7 | 329.1 | 400.7 | 437.8 | 399.4
Sub-total 139.6| 116.7 | 214.0 | 156.8 | 188.2
Liquidate salaries BPS BPS \ 56.0 | 28.0 | 66.4 | 50.1 57.6
Salaries / taxes| Fill out paychecks/ or payment method BPS BPS \ 42.0 | 9.2 | 140 | 217 15.1
£ |/ contributions | Employee and employer contributions BPS BPS V | 40 | 455 | 623 | 37.3 | 545
§ Settlement of holidays, advances BPS BPS \ 0.7 2.8 4.5 2.6 3.8
Lé- Signing of employment contract Empresa Company P 2.6 1.1 3.9 2.5 3.2
L'; Social securitu enrollment BPS BPS Vv 2.6 0.9 4.2 2.6 3.4
5 Accident insurance BSE BSE \ 0.0 0.5 0.0 0.2 0.1
§ Hiring / Firing | Opening a salary account Empresa Company P 0.0 1.4 6.1 25 4.6
g Document for termination of employment contract BPS BPS P 1.3 1.9 5.2 2.8 4.3
§ Final payment/ Final settlement Empresa Company \ 8.0 0.7 16.2 8.3 12.4
Social security withdrawal BPS BPS \ 2.6 9.3 4.2 5.4 5.1
Registry of Working Hours Interno, MTSS Internal, MTSS Vv 120 | 88 | 164 | 124 145
Work Reports | Employee’s sick leave report BPS BPS P 8.0 1.2 7.4 55 6.1
Annual medical examination Empresa Company P 0.0 5.5 3.2 2.9 3.4
Sub-total 133.1|195.5| 147.9 | 158.8 | 156.7
Annual accounting report DGI DGI Vv 78.0 | 80.0 | 104.3| 874 97.3
Procedures associated with VAT DGI DGI \ 36.0 | 12.0 7.7 18.6 10.7
Procedures associated with property tax DGl DGl \ 0.0 3.7 7.7 3.8 6.3
Taxes Procedures associated with Income Tax-IRAE DGI DGI \ 3.8 | 12.0 7.7 7.9 8.3
" Import/export duties if exporting Aduanas Customs \4 0.0 | 66.0 | 0.0 22.0 13.7
é Real Estate Tax Payment Intendencias Departamentales | Departmental Administrations | V 10.0 | 0.0 0.2 3.4 0.9
qc’—, Other Fees and Taxes DGl DGl \ 2.0 0.0 0.0 0.7 0.1
§ Waste Notification of production of waste Intendencias Departamentales | Departmental Administrations | V 0.0 0.3 0.0 0.1 0.1
3 Management | Contracting and payment of waste collection company Intendencias Departamentales | Departmental Administrations | P 0.0 1.6 15.0 55 11.1
g’ Vehicle Insurance - SOA Empresa Company P 1.0 0.0 0.6 0.5 0.5
.g Vehicle inspection Intendencias Departamentales | Departmental Administrations| P 0.6 0.2 1.8 0.9 14
_g Vehicles Vehicle registration Intendencias Departamentales | Departmental Administrations| P 0.0 0.0 0.4 0.1 0.3
= New vehicle registration Intendencias Departamentales | Departmental Administrations| P 0.6 0.2 1.0 0.6 0.8
Vehicle mobility Tax Intendencias Departamentales | Departmental Administrations | V 1.0 0.3 0.5 0.6 0.5
Hiring of Health and safety company Intendencias Departamentales | Departmental Administrations | P 0.0 2.5 0.0 0.8 0.5
Health / Mgndatory employee health checks to renew the cer- BPS BPS P 18 11
Sistietny i tificate 0.0 5.5 0.0
Work Workplace risk assessment and description MTSS MTSS P 0.0 11.2 0.0 37 23
Regular training on fire safety Ministerio del Interior Ministry of the Interior




Annex B.11 Details of IB-LAT procedures - Venezuela

VENEZUELA Procedure Institution Annual Mode | 1} n Simple | Weigh.
Frequency Avg. Avg.
TOTAL 842.88 | 1081.67 | 1138.79 | 1021.11 | 1061.86
SubTotal 196.13 | 196.13 | 196.13 | 196.13 | 196.13
Calculation and payment of Cestatickets Ministry of the People’s Power for the Social Process of Labor 12 D 4.80 4.80 4.80 4.80 4.80
Compulsory Savings Fund for Housing National Housing and Habitat Bank 12 D 6.00 6.00 6.00 6.00 6.00
Salaries /taxes | "INCES: Retention of the employer, processing, transfer | jivictry of the People’s Power for the Social Process of Labor 4 D | 760 | 760 | 760 | 760 | 760
/ contributions | and issuance of solvenc
Social benefits [quarterly deposit] Ministry of the People’s Power for the Social Process of Labor 4 D 1.80 1.80 1.80 1.80 1.80
Mandatory Social Security Withholding Venezuelan Institute of Social Securit 12 D 51.30 | 51.30 51.30 51.30 51.30
Calculation and payment of social benefits Ministry of the People’s Power for the Social Process of Labor 1 D 8.00 8.00 8.00 8.00 8.00
f:cmu’r?t‘\’/?“'”sf’ec“o” for unjustified termination [labor | jiic i+ of the People’s Power for the Social Process of Labor 2 ND | 800 | 800 | 800 | 800 | 800
= Drafting of warnings to the employee in case of breach Ministry of the People’s Power for the Social Process of Labor 3 ND 1.13 113 1.13 1.13 113
5 of the employment contract
E Post-employment medical service exam / report National Institute for Occupational Safety, Health and Prevention 1 ND 6.00 6.00 6.00 6.00 6.00
E‘ Pre-employment medical service exam /report National Institute for Occupational Safety, Health and Prevention 1 ND 5.00 5.00 5.00 5.00 5.00
S n
Elpy o Employee Report on Occupational Hazards and Ministry of the People’s Power for the Social Process of Labor 1 D | 040 | 040 | 040 | 0.40 | 0.40
W | Hiring/ Firing Accident Prevention
2 Employee registration Ministry of the People’s Power for the Social Process of Labor 1 D 1.50 1.50 1.50 1.50 1.50
2 "Registration of the worker in the worker system of the - . .
5 Ministry of Labor. Employee statement, RNET" Ministry of the People’s Power for the Social Process of Labor 1 D 1.50 1.50 1.50 1.50 1.50
“‘é Worker registration in FAOV - Banavih National Housing and Habitat Bank 1 D 1.50 1.50 1.50 1.50 1.50
E Withdrawal of the employee from the Labor Ministry Ministry of the People’s Power for the Social Process of Labor 1 D 1.70 1.70 1.70 1.70 1.70
5] workers system
< Employee withdrawal from the Inces system Social Security Institute 1 D 1.70 1.70 1.70 1.70 1.70
Employee retirement at FAOV - Banavih National Housing and Habitat Bank 1 D 1.70 1.70 1.70 1.70 1.70
Issuance of labor solvency Min. Labor [RNET] Ministry of the People’s Power for the Social Process of Labor 5 D 6.00 6.00 6.00 6.00 6.00
Administrative management of social benefits
[admission, review and approval of request for Ministry of the People’s Power for the Social Process of Labor 10 N/A 40.00 | 40.00 40.00 40.00 40.00
advancement of social benefits]
Work Reports | Report of capital and interest accumulated for sociol f inictry of the People’s Power for the Social Process of Labor 5 D | 050 | 050 | 050 | 050 | 050
"Presentation of medical rest by the employee issued b . . .
B Biiatod voith tho [yaan Y€€ 1SSUEABY [\ finistry of the People’s Power for the Social Process of Labor 5 ND | 20.00 | 20.00 | 20.00 | 20.00 | 20.00
Presentation of the medical leave and employee Ministry of the People’s Power for the Social Process of Labor 5 ND | 2000 | 2000 | 2000 | 20.00 | 20.00
documents by the employer to the IVSS
Subtotal 459.75 | 830.21 | 830.21 | 706.72 | 740.40
Update of accounting books, purchase and sales in National Integrated Tax and Customs Administration 24 N/A | 2400 | 2400 | 2400 | 2400 | 24.00
stamped sheets by the Mercantile Registry
Income tax advances National Integrated Tax and Customs Administration 24 D 0.00 116.16 | 116.16 | 77.44 88.00
ISLR closing statement National Integrated Tax and Customs Administration 1 D 0.00 40.20 40.20 26.80 30.45
@ VAT declaration National Integrated Tax and Customs Administration 24 24.80 | 156.00 | 156.00 | 112.27 | 124.19
=
5 N " "
| |[Taxes (}':\‘ount(llocliql():f'l Fund for Science, Technology and Innovation Organic Law of Science, Technology and Innovation 1 D 175 175 175 175 175
g National Sports Fund National Institute of Sports 1 D 2.00 3.00 3.00 267 2.76
eo Municipal Tax on Economic Activities (ISAE) City hall 12 D 0.00 19.40 19.40 12.93 14.70
_5 Tax Law on Large Financial Transactions National Integrated Tax and Customs Administration 24 D 48.00 | 96.00 96.00 80.00 84.36
% Income tax withholding National Integrated Tax and Customs Administration 12 D 31.20 31.20 31.20 31.20 31.20
:E VAT withholding National Integrated Tax and Customs Administration 24 PD 46.50 | 48.00 48.00 47.50 47.64
2 Acquisition of industrial safety equipment National Institute for Occupational Safety, Health and Prevention 1 ND 2.50 2.50 2.50 2.50 2.50
Search for Healthcare Providers Enrolled in Impsasel National Institute for Occupational Safety, Health and Prevention 1 N/A 3.00 3.00 3.00 3.00 3.00
Z[%ngeior workersin the area of occupational health National Institute for Occupational Safety, Health and Prevention 4 ND 64.00 | 64.00 64.00 64.00 64.00
:lte\tll\}g;liSafety Post-vacation medical examination /report National Institute for Occupational Safety, Health and Prevention 5 ND 40.00 | 40.00 40.00 40.00 40.00
Prevacational medical service exam / report National Institute for Occupational Safety, Health and Prevention 5 ND 40.00 | 40.00 40.00 40.00 40.00
Monthly report of the prevention delegate National Institute for Occupational Safety, Health and Prevention 12 ND 36.00 | 48.00 48.00 | 44.00 | 45.09
Fire drill National Institute for Occupational Safety, Health and Prevention 1 ND 0.00 1.00 1.00 0.67 0.76
One day of recreation to employees per month National Institute for Occupational Safety, Health and Prevention 12 ND 96.00 | 96.00 96.00 96.00 96.00
SubTotal 187.00 | 55.33 | 112.46 | 118.26 | 125.34
"B’z'f;:g‘efus'fe”edt,,'eg's”“t"’” of the Company's Annual | ¢ 1 e rcigl Registry Office 1 PD | 9.00 | 900 | 900 | 900 | 9.00
Legal - " P —
[ﬁf’e‘z‘t’g;’.‘?em and Ratification of Commissioners and | ¢ 1\ e rciql Registry Office 05 PD | 500 | 500 | 500 | 500 | 5.00
"Inspection / supervision of the fire brigade to the Fire department 1 ND | 000 | 275 | 275 | 1.83 | 208
physical facilities of the establishment
Certifications /| \"9usiry and Commerce Patent Renewal [Economic | cigy 1 ND | 000 | 133 | 133 | 089 | 101
thorizatit
authorizations "Firefighters permit renewal [Includes physical
inspection Fire department 1 ND 0.00 9.00 9.00 6.00 6.82
of the establishment]"
" "Inspgct\on/supervwswoqlofthe Mayor's Office for City hall 2 ND 0.00 4.00 4.00 267 3.03
o municipal tax payments'
3 | Inspections/ Inspection / supervision of the IVSS Ministry of the People’s Power for the Social Process of Labor 1 ND 2.25 2.25 2.25 2.25 2.25
§ audits Inspection / supervision of the Ministry of labor Ministry of the People’s Power for the Social Process of Labor 1 ND 9.00 9.00 9.00 9.00 9.00
LS Seniat inspection / supervision National Integrated Tax and Customs Administration 4 ND 7.00 9.00 9.00 8.33 8.52
"5 Health certificate Autonomous Health Control Service 5 ND 23.75 0.00 11.88 11.88 13.67
“g’ Balance control National A_utonomous_Serwce for Standardization, Quality, Metrology 1 ND 0.00 0.00 4.00 1.33 267
o and Technical Regulations
,;3 Income Tax Reinvestment Affidavit National Integrated Tax and Customs Administration 1 D 6.00 0.00 0.00 2.00 1.45
5] - - - P
g El'figsfh guides/INSAI animal and plant mobilization |\ i nql Superintendence of Food Management 41 D | 4100 | 000 | 000 | 1367 | 9.94
Unique Mobilization, Monitoring and Control Guides National Superintendence of Food Management 41 0.00 0.00 20.50 6.83 13.67
) National Environmental Guard Inspection / . -
Spe;'ﬁ:.m Environmental Guard Ministry of Popular Power for Ecosocialism 1 ND 4.00 4.00 0.00 2.67 1.33
zgt)ivlijtil Ve Inspection / supervision of the MAT Ministry of People’s Power for Agriculture and Land 1 ND 6.00 0.00 0.00 2.00 1.45
Food handling permit Autonomous Health Control Service 5 ND 40.00 0.00 20.00 20.00 23.03
Renewal of Registration in the Registry of Activities . -~
capable of Degrading the Environment [RACDA] Ministry of Popular Power for Ecosocialism 1 D 32.00 0.00 0.00 10.67 7.76
Sunagro Renovation National Superintendence of Food Management 1 D 1.00 0.00 0.50 0.50 0.58
Renewal of the Sanitary Permit of the Commercial
Establishment [Includes inspection of the commercial Autonomous Health Control Service 1 PD 0.00 0.00 4.25 1.42 2.83
establishment]
'('Ihélxrél)(lzvlpu\ solvency of the tax on economic activities City hall 1 ND 1.00 0.00 0.00 0.33 0.24

Sector weighting: =24 %; [1=9 %; 1|=67 %




Annex C. Clusters IB-LAT 2022.

Annex C.1 Weighted average by economic sector participation in GDP

Cluster | Statistics Adm. of Employment Adm. of Operations | Other Bur. Procedures
Median 75.00 136.00 221.50
N 2 2 2
1 Standard deviation 50.912 50.912 54.447
Maximum 111 172 260
Minimum 39 100 183
% of total sum 8.3% 8.3% 47.1%
Median 46.50 557.00 65.00
N 2 2 2
2 Standard deviation 33.234 125.865 49.497
Maximum 70 646 100
Minimum 23 468 30
% of total sum 5.1% 34.0% 13.8%
Median 192.60 140.80 40.00
N 5 5 5
3 Standard deviation 82.084 48.039 21.436
Maximum 298 207 58
Minimum 70 85 7
% of total sum 53.1% 21.5% 21.3%
Median 303.50 593.50 83.50
N 2 2 2
4 Standard deviation 152.028 207.182 58.690
Maximum 411 740 125
Minimum 196 447 42
% of total sum 33.5% 36.2% 17.8%
Median 164.82 297.91 85.45
N 11 11 11
Total Standard deviation 118.414 235.678 76.739
Maximum 411 740 260
Minimum 23 85 7
% of total sum 100.0% 100.0% 100.0%

Annex C.2 Cluster dendrogram IB-LAT 2022. Weighted average by economic sector participation in GDP
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Annex C.3 Cluster IB-LAT 2022. Primary sector

Cluster | Statistics Adm. of Employment Adm. of Operations | Other Bur. Procedures
Median 283.00 838.00 21.00
N 1 1 1
1 Standard deviation
Maximum 283 838 21
Minimum 283 838 21
% of total sum 13.1% 31.8% 1.8%
Median 204.17 102.67 26.67
N 6 6 6
) Standard deviation 135.454 39.903 29.527
Maximum 47 40 0
Minimum 364 152 74
% of total sum 56.7% 23.4% 13.4%
Median 163.50 294.50 252.75
N 4 4 4
3 Standard deviation 115.889 179.832 83.076
Maximum 20 132 176
Minimum 298 460 337
% of total sum 30.2% 44.8% 84.8%
Median 196.55 239.27 108.36
N 11 11 11
Total Standard deviation 120.092 242.409 124.953
Maximum 20 40 0
Minimum 364 838 337
% of total sum 100.0% 100.0% 100.0%

Annex C.4 Cluster dendrogram IB-LAT 2022. Primary sector
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Annex C.5 Cluster IB-LAT 2022. Secondary sector

Cluster Statistics Adm. of Employment | Adm. of Operations | Other Bur. Procedures
Median 85.50 138.00 764.50
N 2 2 2
1 Standard deviation 54.447 70.711 501.339
Maximum 47 88 410
Minimum 124 188 1119
% of total sum 8.2% 7.4% 80.3%
Median 185.40 153.60 29.80
N 5 5 5
) Standard deviation 87.263 72.858 20.401
Maximum 85 73 14
Minimum 298 248 60
% of total sum 44.3% 20.5% 7.8%
Median 248.50 674.25 56.75
N 4 4 4
3 Standard deviation 288.648 117.781 36.253
Maximum 28 566 8
Minimum 669 830 94
% of total sum 47.5% 72.1% 11.9%
Median 190.18 340.09 173.18
N 11 11 11
Total Standard deviation 178.609 277.502 333.658
Maximum 28 73 8
Minimum 669 830 1119
% of total sum 100.0% 100.0% 100.0%

Annex C.6 Cluster dendrogram IB-LAT 2022. Secondary sector

CRI 5
MEX 7
BRA 2
urY 10—
coL 4—
> DOM

VEN 11—
PER 8
ARG 1

CHI

ECU 6




Annex C.7 Cluster IB-LAT 2022. Tertiary sector

Cluster Statistics Adm. of Employment | Adm. of Operations | Other Bur. Procedures
Median 257.00 638.00 66.00
N 2 2 2
1 Standard deviation 86.267 271.529 65.054
Maximum 196 446 20
Minimum 318 830 112
% of total sum 30.7% 37.6% 24.7%
Median 29.50 565.00 23.50
N 2 2 2
) Standard deviation 7.778 159.806 14.849
Maximum 24 452 13
Minimum 35 678 34
% of total sum 3.5% 33.3% 8.8%
Median 157.14 141.00 50.86
N 7 7 7
3 Standard deviation 94.401 45.056 33.133
Maximum 34 92 2
Minimum 298 221 97
% of total sum 65.8% 29.1% 66.5%
Median 152.09 308.45 48.64
N 11 11 11
Total Standard deviation 106.404 256.235 35.973
Maximum 24 92 2
Minimum 318 830 112
% of total sum 100.0% 100.0% 100.0%

Annex C.8 Cluster dendrogram IB-LAT 2022. Tertiary sector
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11 Production Structure

In Argentina, the weight of the Primary sector in GDP is 12.9%.
Within this sector, agriculture, livestock, hunting, and forestry
are the ones with the largest scope (8.8%), followed by mining
and quarrying (3.7%) and then by fishing (0.39%). Agricultural
activity is a fundamental pillar of the Argentine economy. The
Pampas region is the most important in the territory from an
economic standpoint since its climate and soil characteristics
make it a prime agricultural and livestock area. The vast plains
and prairie landscape are ideal for growing cereals and oilseeds,
and satisfy the demands of the internal and external markets.

With respect to the Secondary sector, it accounts for 26.0% of
GDP. Within this sector, manufacturing industry is the larg-
est with 20.2%; followed by the construction industry (3.6%);
and then by electricity, gas, and water (2.2%). The sector con-
sists of a set of heterogeneous industries whose activity is
based on the transformation of raw materials into processed
and semi-processed goods. Within the manufacturing indus-
try, food production stands out, with a participation of 5.5% of
GDP—and 27.4% in this sector—followed by chemical and sub-
stances manufacturing (3.0% of GDP).

The gross value of the Tertiary sector activities has the high-
est participation in the Argentine GDP, with 61.1%. The Services
Sector is associated with all those activities that facilitate and
allow the relationship between economic agents and their pro-
duction activities. The expansion of world trade, global econom-
ic growth and regional integration have helped strengthen the
importance of this sector in the economy. Within the aggregate,
the sector that has the most weight is wholesale and retail trade
(15.7%), followed by real estate (13.3%), and transportation and
communications (8.8%).

The 2019 annual report from the Ministry of Labor, Employment
and Social Security of Argentina, on the number of active com-
panies—according to the ISIC classification—reveals that the
sector with the highest participation is trade and repairs, with
28.3%; followed by real estate, renting, and business activities
with 19.6%; then by agriculture, livestock, hunting, and forestry
with 10.3%; and by manufacturing industries with 9.2%. There-
fore, the number of companies in the sector according to branch
of activity—2 digits of the ISIC—shows that 19.0% of them corre-

Fig. 1.1 Production structure by sector (2021)

Sector Participation

GDP (%)
Agriculture, hunting, and forestry 8.8
Fishing 0.4
Mining and quarrying operations 37
PRIMARY SECTOR TOTAL 12.9
Manufacturing 20.2
Electricity, gas, and water supply 2.2
Construction 3.6
SECONDARY SECTOR TOTAL 26.0
Wholesale, retail trade, and repairs 15.7
Hotels and restaurants 1.3
Transportation and communications 8.8
Financial intermediation 4.4
Real estate, renting, and business activities 13.3
Public ddministl"dtion or]d defense; 57
compulsory social security
Education 4.8
Health and social work 4.0
Othe_r_community, social, and personal service 25
activities
Private households with domestic service 0.8
TERTIARY SECTOR TOTAL 61.1
TOTAL 100.0

spond to retail trade, followed by real estate services (10.8%) and
in third place, agriculture, livestock, hunting, and forestry (10.1%)

To identify the characteristics of the organizations belonging
to the classification of micro-, small-, and medium-sized enter-
prises in Argentina, there is a legal framework that describes
the conditions that must be met to consider a company in
such categories. An initial classification includes annual sales
amounts and number of employees, while a second is based on
the number of employees the company has. This classification
is the one used in this report, and it is described below.
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Fig. 1.2 Categorization of companies by number of employees

Activity
Construction Service Trade Ind;?:x;nd Agrif((:::lrtnl;:‘;and
Micro 12 7 7 15 5
Small 45 30 35 60 10
Medium category 1 200 165 125 235 50
Medium category 2 590 535 345 655 215

1.2 Representative economic activity
of small husinesses by sector

In accordance with the information gathered here, referring to
the composition of GDP in Argentina, the number of companies
by field of activity and their classification according to the num-
ber of employees, the representative or “sample” companies for
each of the three production sectors should meet the following
criteria:

e Primary sector: Companies belonging to a branch of
agriculture, livestock, hunting, or forestry. Specifically,
a company engaged in harvesting cereals, oilseeds, and
forages with up to 10 employees was chosen.

* Secondary sector: Companies belonging to the manufac-
turing industry dedicated to the manufacture of food and
beverages, and chemical products, in both cases up to 60
employees. For this edition of the Index, a company from
the construction sector was added, with a maximum of
45 employees.

» Tertiary sector: Companies in the retail and wholesale
trade sector (up to 35 employees); real estate, renting,
and business activities (up to 30 employees); and com-
munication services (up to 30 employees).

The companies were selected depending on the production
structure of the country and the identification of the sample
companies by sector. From the Primary sector, we selected a
company dedicated to livestock production and soybean farm-
ing; three companies in the Secondary sector (a company that
manufactures food products, one that makes chemical prod-
ucts, and another one in the construction field); and for the Ter-
tiary sector, companies from the retail trade and communica-
tion services were included. For the sectors in which more than
one economic branch was considered, a weighting was carried

out according to their share in GDP. The interviews were carried
out with the administrative-accounting staff of the company as
well as, if applicable, external professionals that the companies
hire to carry out these tasks.

It is worth noting that in Argentina—given the amount of tax-
es assessed, its administrative complexity, and the constant
modifications of processes—even small companies must del-
egate this task to external specialized agents. Likewise, the
company staff were informed in detail of the methodology
used and premises to take into consideration when completing
the forms and answering questions for each analysis group, as
follows: 1) Administration of Employment, 2) Administration of
Operations, and 3) Other Bureaucratic Procedures.

The research specifically revealed the number of hours required
for the company to comply with each of the procedures that make
up the three groups, the frequency of the procedures, and the
number of people involved in them. With this information, a cer-
tain number of hours was assigned per group, which added to-
gether show the total number of hours that a company requires
to fulfill all their obligations according to their economic activity.

13 Results

The average time that (weighted by the sector in GDP) a small
company in Argentina dedicates to complying with the legally
required bureaucratic burden is certainly high: IB-LAT=899.9
hours/year. The highest number of hours is seen in the Sec-
ondary sector, with 1,365.7; the lowest, in the Primary sector,
with 509.5 hours; and close to the average is the Tertiary sec-
tor, with 783.6 hours.

Of the three groups of procedures analyzed, the one that de-
mands the most hours, on average weighted by the share of the
production sectors in GDP, is Administration of Operations,
with 447 hours/year, followed by Administration of Employ-

Fig. 1.3 Annual hours by sector and by group

Group of Procedures Primary Secondary Tertiary Simple Avg. Weighted Avg.
Adm. of Employment 3345 668.6 317.8 440.3 411.3
Adm. of Operations 135.0 602.9 446.1 394.7 4470
Other Bur. Procedures 40.0 94.2 19.6 51.3 41.6
TOTAL 509.5 1365.7 783.6 886.2 899.9




ment, with 411.3 hours/year. Within the Administration of Em-
ployment, the subgroup that requires the most hours from the
employer is the one that pertains to administration of wages.
This includes everything related to labor taxes (personal con-
tributions and employer contributions), which absorbs almost
62% of the hours devoted to the Administration of Employment.

Consequently, the number of hours that a company must allo-
cate to Administration of Operations is absorbed for the most
part by procedures associated with taxes at all levels of gov-
ernment (federal, states, and local levels), under the subgroup
“administrative taxes.” In each case, all information necessary
to complete the survey was gathered and recorded, from the
collection of information through the liquidation of the tax, the
presentation of the affidavit and even the payment itself. The
highest number of hours is observed in the Secondary sector,
with 547.6 hours, and the lowest in the Primary sector, with
122.0 hours; the weighted average being around 415.2.!

Finally, the item “Others,” of less relative importance, reflects all
changes that must be made in the tax, labor, and commercial codes,
as well as specific requirements for production activity, which de-
mand an average of 41.6 hours/year, with the Secondary sector be-
ing the heaviest impacted by these requirements (94.2 hours/year).

Within the Secondary sector, construction is the
most time-consuming activity. The total number of
hours per year required to comply with the proce-
dures of the three groups is 2,019.5. These numbers
almost double those required in the food industry
(1,021 hours) and is 1.6 times what is required for
a small chemical manufacturing company. The
greatest differences occur in the sub-groups hir-
ing and firing, and administrative taxes. For hiring
and firing, the number of hours in the construction
field amounts to 401 versus an average of 21.5 hours
in the other two activities of the Secondary sector.
The high turnover of contracts per project in the
construction sector has a direct impact on this cal-
culation. With respect to administrative taxes, the
number of hours per year spent by a construction
company amounts to 781, exceeding by 321 hours the
average of the other two companies surveyed in the
sector (food and chemicals).

Fig. 1.4 Procedures by economic sector

Activity

procedures

Total Degree of
Digitalization!

Organizations involved

Ministerio de Trabajo, Empleo y Seguridad Social
de la Nacién, Administracién Federal de Ingresos

Agriculture 47 85.1% Publicos (AFIP), Servicio Nacional de Sanidad y
Calidad Agroalimentaria, Agencia Nacional de
Seguridad Vial.
. Ministerio de Trabajo, Empleo y Seguridad Social
Food industry 51 86.3% de la Nacioén, Admig]istrocién Fyedegol de Ingresos
Publicos (AFIP), Agencia Nacional de Seguridad
Chemical industry 50 90.0% Vial, Ministerio de Ambiente Provincial, Agencia
Santafesina de Seguridad Alimentaria, Instituto del
Construction 53 88.7% Alimento Municipal, Secretaria de Planeamiento de
industry ’ la Municipalidad de Rosario.
Ministerio de Trabajo, Empleo y Seguridad Social
Retail trade 16 89 1% de la Nacién, Administracion Federal de Ingresos

Publicos (AFIP), Agencia Nacional de Seguridad
Vial, Ministerio de Ambiente Provincial.

In addition to the hours required by bureaucratic procedures,
another aspect to highlight is the number of procedures that
companies must complete. For instance, on the Primary sec-
tor (whose activity surveyed was agriculture) there were a
total of 47 procedures distributed as follows: 26 for Adminis-
tration of Employment, 18 for Administration of Operations,
and 3 for Others. Likewise, the Secondary sector, showed
slight differences between the different categories surveyed,
due to bureaucratic procedures specific to each sector. The
chemical industry registered 50 procedures, the lowest of the
group, distributed in 26 procedures for Administration of Em-
ployment, 21 for Administration of Operations and 3 for Other
procedures; followed by the food industry with 51 procedures,
with 26, 19, and 5 respectively; and finally the construction
! Ratio between digital procedures and total procedures.

A small company in Argentina must complete an aver-
age of 49 procedures to comply with the Administration
of Employment, tax, and other requirements specific to
each sector. This means the company must allocate 899.9
hours a year to comply with these obligations. In other
words, the company has to devote 3.6 hours per business
day to meeting the requirements imposed by the State.

sector with 53 procedures, composed by 26 for Administra-
tion of Employment, 21 for Administration of Operations, and
6 for Others.



131 Adminigtration of Employment

The Argentine labor market is highly regulated, which means
that the tasks in this category demand a significant number of
hours from the companies—from salary payments to the reso-
lution of union conflicts. In the Primary and Secondary sectors,
this category of procedures is the one that requires the greatest
number of hours. Specifically, in the Primary sector it absorbs
66% of the total hours; in the Secondary sector 49%; while in
the Tertiary sector 41% of the total hours to comply with them.

This group of procedures is made up of three subgroups, as fol-
lows: the first, made up of salaries, taxes and contributions; the
second, hiring and firing; and the third, by all the procedures
associated with work reports. The average number of hours
(weighted) for the three sectors demanded by this category
amounts to 411.3 hours/year.

Within the subgroups, the number of hours demanded for
salaries, taxes, and contributions is the one with the highest
weighting within the group as a whole, with a participation
of more than 50% in the three production sectors, reaching
practically 70% in the Tertiary sector. The procedures associ-
ated with this activity include the payment of salaries and oth-
er salary components (vacations, advances, and supplemental
compensation); payment to employees (by check or transfers);
and the preparation of reports, presentation, and payment of
contributions from the employer.

Specifically, employers are required to pay social contributions
to the State every month. These include the contributions to so-
cial security that all employees must contribute to the system
through withholdings made by their employer through their pay-
check. In addition to the contributions that every employer pays
for each employee, they are required to pay union dues, family
compensation, funeral service benefits, and other contributions
and expenditures imposed by each union collective agreement.

The subgroup referring to hiring and firing is the one that regis-
ters the least number of hours within the group, averaging 53.9
hours/year (weighted by sector participation in GDP) among
the three sectors analyzed. This low number of hours in relative
terms is associated with the generally low turnover in the labor
market (construction excepted). The rigidity of the labor regula-
tory framework contributes to the relative stability of company
personnel, while it affects the high level of informality in Argen-
tina, and in many cases contributes to the permanent closure of
companies. On the other hand, the Secondary sector, particular-
ly the construction area, registers the highest number of hours
in this category with 401 hours/year, due to the expected high
turnover of contractors working for a construction company.

The third subgroup is made up of work reports that, on a
weighted average for the three sectors, demand about 92.1
hours/year. The highest number of hours is recorded in the
Primary sector, with 148; followed by the Secondary sector,
with 106.9 hours; and then the Tertiary, with 74 hours. This sub-
group includes the registration and scheduling of work hours
and those procedures related to employee health screenings.
The higher number of hours observed in the Primary sector is
explained by seasonal activities that involve more time as these
procedures are not standardized (or automated in many cases).

The Administration of Employment appears as the
group of procedures that takes the longest time to com-
plete in an organization, with a weighted average of
411.3 hours/year. Within this category, the set of pro-
cedures related to salaries, contributions, and taxes is
the one that demands the most time from the employer,
with 265.4 hours/year. On the other hand, within the
Administration of Operations, more than 90% of the
hours of all sectors are spent on tax administration.

1.3.2 Administration of Operations

This category is made up of subgroups: administrative taxes,
waste management, vehicles, and occupational health and
safety. The administrative taxes subcategory is the one that
demands the greatest number of hours for the three sectors of
the economy, with a weighted average of 415.2 hours.

Precisely, in all three sectors the participation of this sub-
group exceeds 90% of the total procedures for Group 2, that
is, Administration of Operations. In other words, out of every
10 hours used to complete this type of task, 9 are spent on tax
administration. The highest number of hours is recorded in
the Secondary sector, with 547.6 hours, and the lowest, in the
Primary sector, with 122 hours.

Looking at these numbers at a broadened level, the weight of
this subcategory remains significant: it represents 23.9% of
the time dedicated to completing all the bureaucratic proce-
dures in the Primary sector, around 40.1% in the Secondary
sector, and 53.6% in the Tertiary sector.

The tax portion, although slightly different depending on the
sector, is comprised of the following procedures: the annu-
al financial accounting and reporting, procedures associated
with the payment of the value added tax (VAT), the payment
of property taxes, the payment of income tax, the payment

Fig. 1.5 Time required for the Administration of Employment procedures (hours/year)

Subgroup

Primary Secondary

Tertiary Simple Avg. Weighted Avg.

Salaries, taxes, and con-

tributions 171.0 425.8 216,9 271.2 265.4
Hiring and firing 15.5 135.9 27.0 59.5 53.9
Work reports 148.0 106.9 74.0 109.6 92.1
TOTAL 334.5 668.6 317.8 440.3 411.3




Fig. 1.6 Administration of Operations procedures (annual hours)

Subgroup Primary Secondary Tertiary Simple Avg. Weighted Avg.
Adm. Taxes 122.0 547.6 420.4 363.3 415.2
Waste Mgmt. 0.0 11.4 0.0 3.8 3.0
Vehicles 10.5 21.7 14.7 15.6 16.0
Health and Safety 2.5 22.2 11.1 11.9 12.9
TOTAL 135.0 602.9 446.1 394.7 447.0

of the tax on gross income, the payment of the DREI, and the
payment of the TGI.

Of the aforementioned procedures, the one that takes the lon-
gest to complete, on average, is the one associated with paying
VAT. The Tertiary sector is the most affected by this procedure:
the payment of VAT represents almost half of the total time
(48%) dedicated to tax duties. For the Primary sector, it rep-
resents almost 40%, and for the Secondary, 20-30% (depending
on the branch). Income tax and gross income tax, the former at
the national level and the latter at the state level, also become
important. Out of the three sectors in the study, the Secondary
sector is where the greatest number of hours is spent. It also
depends on the scope of sales, since to the extent that the com-
pany sells outside of the state, the procedures associated with
paying taxes turn more complex and time-consuming.

The VAT payment is the tax administration procedure
that takes the longest to complete. From the collection
of information to the assessment and payment of the
tax, it takes a company an average of 148 hours/year
to comply with this procedure. This number increases
for the Secondary sector, specifically the construction
industry, reaching an average of 252 hours/year.

Leaving percentages aside, it should be noted that completing
the payment of taxes for the Primary sector takes a substan-
tially lower number of hours than the other two sectors. While
the Primary employs 122 hours a year, the Secondary requires
between 420 and 781 hours, and the Tertiary takes between
301 and 458 hours per year. (The differences are explained by
the production activities surveyed.)

The main reason why the Primary sector demands fewer hours
to pay its taxes in relative terms is due to the seasonal nature
of the activity, so there is no regular activity throughout the
year. For example, animals are sold once a month all together
or every three months. That is, there is no daily movement as
in the rest of the companies analyzed (i.e., retail business and
construction company). Likewise, VAT is settled in a simpler
way as there are few buyers and suppliers (they are usually al-
ways the same), and, therefore, there are few movements. The
same occurs with the gross income tax (local province tax),
which is relatively simple to settle since it operates within a
few provinces; there is no multilateral agreement; and, if there
is one, it is only within two provinces. (This takes a long time
for those companies that sell outside their provinces.)

Within the Secondary sector, only the food industry has par-
ticular requirements on waste management, which demand 25
hours per year to complete.

Turning to the Vehicles subgroup, the most noteworthy here is
the homogeneity in terms of procedures and hours required to
have the company vehicle(s) authorized to circulate. For any of
the three sectors, between 10 and 35 hours per year are used
for this type of procedure; their participation in the group and
in the general total is very low (less than 10%).

The subgroup called Health and Safety at Work presents im-
portant inter-sector variations in relative terms, but the number
of hours that this activity demands is still low. The Primary takes
2.5 hours per year; the Secondary between 6 and 58 hours; while
the Tertiary, depending on the item, requires between 7 and 24.

Fig. 1.7 Hours allocated to the payment of taxes per year
(including labor taxes)

Sector Hours per year

Primary with 5 employees 150.5
Secondary with 15 employees (food industry) 480.0
Secondary with 45 employees (construction) 937.0
Secondary with 60 employees (chemical 6185
industry) )

Tertiary with 7 employees (retail trade) 489.0
Tertiary with 7 employees (communication 343.0

services)

The subgroups Waste Management, Vehicles, and Health and
Safety at Work have a low participation in terms of Adminis-
tration of Operations, which again highlights the importance
of tax procedures within their category and within the grand
total. It should also be noted that both present similar results
due to the generalization of the procedures involved in each
of them. More specifically, the tasks related to the inspection
and authorization of vehicles, registration of new vehicles, and
deregistration of old vehicles are independent of the produc-
tion sectors. The same occurs with occupational safety and
health training, which have been standardized so that inter-
sectoral differences are minimal. It should be noted that in
the Secondary food industry, according to the survey carried
out, the contracted industrial hygiene and occupational safety
company performs tasks related to food control and safety.



13.3 Other Bureaucratic Procedures

This category is made up of the subcategory called Statistical
and Legal, and those specific to the production activity surveyed.

Tasks associated with changes in the commercial code, chang-
es in the labor code, and changes in the tax code yield hetero-
geneous results both in the hours used and in determining the
most demanding task. The Primary sector dedicates 40 hours
with a preponderance of the procedure related to changes in the
tax code (24 hours). In turn, the Secondary branch of the econ-
omy shows a great disparity depending on the item: the food
industry takes 40 hours, while the chemical industry 108, and
the construction industry 92, with greater weight in the chang-
es of the commercial code for the food industry and the fiscal
code for the chemical industry. The Tertiary varies between
12 (communication services), and 22 hours (retail trade), with a
share equally distributed among all the procedures for retail and
a preponderance of tax changes for communication services.

Although the procedures associated with changes in the tax
code seem to be the most demanding in time, their prevalence
is not reflected across the board. Argentina constantly under-
goes changes in fiscal regulations and, above all, the constant
addition of new ones. All this makes it increasingly difficult
for companies to comply with all the bureaucratic procedures
imposed by the State for their operation.

Within the Secondary sector, the food industry has particular
requirements on waste management specific to their activity,
taking 8 hours/year to comply with those regulations. As for
the construction industry, these types of procedures demand
61 hours/year.

1.4 Final Goniderations

AHigh tax burden, an entangled tax system, high labor costs,
and the rigidity of labor market regulations are elements that
make it extremely difficult to undertake an economic activity
and sustain it in Argentina.

This study identified the high cost, in terms of hours, that a
small business in operation must invest to comply with all the
labor, tax, and industry-specific obligations of the economic ac-
tivity by sector. This report reaches conclusions that are in tune
with said studies conducted in small companies representing
the three production sectors of the country. The data collection
through interviews with the companies- administrative and ac-
counting staff (or external specialized staff) made it possible to
detect how many hours a company must dedicate per year to

The construction industry has sector specific proce-
dures that involve a low number of hours (61), howev-
er, the time it takes for the procedure to be finalized is
extremely high. Construction permits take 30 hours/
year to obtain, but it takes local (municipal) authorities
about 5 months to deliver it once the process is com-
pleted. A similar situation occurs with urban licenses
and project completion certificates, which require just
a few hours to file but take on average 15 and 60 days
respectively to be approved. This is clear evidence of the
“dead” time generated by the bureaucratic apparatus.

the completion of all procedures associated with the Admin-
istration of Employment and the Administration of Operations.

From these interviews, it can be deduced that there are many
regulations that result in the proliferation of obstacles for
small-business owners in Argentina. The constant changes in
the regulatory framework, the delays in resolution of proce-
dures, and the confusion and uncertainty that prevails in the
Argentine economy were identified as the major deterrents to
sustaining and expanding business activity.

On average, a small company in Argentina must allocate 899.9
hours/year to complete all the bureaucratic procedures estab-
lished by the different levels of government. This implies that a
company must dedicate 3.6 hours per business day to meeting
the requirements established by the State.

The procedures associated with the Administration of Employ-
ment consume practically half the time required by the govern-
ment bureaucracy, with the set of procedures related to wages,
contributions, and labor taxes being the ones that require the
most time from the employer. The other large block of proce-
dures is that of administrative taxes (for all levels of govern-
ment), which amounts to 415.2 hours per year. The greatest
demands for business owners in Argentina are those related
to fulfillment of labor and tax system requirements. These two
elements not only hinder investment and growth in terms of
time but also in terms of cost, which in turn translates into high
levels of informality and even business collapse.

Argentina must inexorably pursue structural reforms that re-
define the tax system and labor regime in a way that encourag-
es investment, production, and employment. These procedures
must be simpler, more flexible, more agile, predictable, and less
costly so that small entrepreneurs can take root and thrive, and
thus contribute to economic and social development.



¢, Brazi

Instituto Liberal
Lucas Berlanza, Igor Matos Slim

21 Introduction

According to the Doing Business 2020 report, which captures
the economic performance of 190 countries in 2019, Brazil re-
mained in the last position worldwide, with the highest aver-
age, in terms of financial cost and time required to meet tax
obligations. This average, which amounts to 1,502 hours a year,
is six times the world average or five times the Latin American
average. However, there is a big difference between small busi-
nesses and the rest of the business universe, given the de-bu-
reaucratization measures implemented by the government
over the past few years in an effort to simplify and facilitate
the set-up and operation of businesses in Brazil.

The result of this study found that Brazilian micro and small busi-
nesses currently require much less time than their neighboring
countries to satisfy their bureaucratic requirements, about 211.2
hours on average per year. Although this figure is lower than in
previous years, the basic fulfillment of their labor and tax obliga-
tions still represents a high cost for this type of company.

First off, the Law on De-bureaucratization (13.726,/2018) elim-
inated the requirement of certain documents and obligations,
streamlining and simplifying unnecessary or overlapping
procedures or requirements, whose economic or social cost
for both the public treasury and the citizen is greater than the
possible risk of fraud.

Then, Law 9.756,/2019 created the portal “gov.br” integrating
all federal public websites and digital services into a single
platform that has reached 115 million users, more than half of
the Brazilian population.

Meanwhile, the Economic Freedom Law (13.874,/2019) has sig-
nificantly reduced the time to open and close a business in
Brazil, granting a license exemption for low-risk activities that
mainly benefit small businesses. This measure allows compa-
nies and entrepreneurs to develop businesses considered “low
risk” without the need for state permits or licenses, and it fa-
cilitates the dissolution of the business, allowing its immediate
closure, ensuring the reduction of bureaucracy, and providing
a simplified process for all companies. This does not, howev-
er, relieve them of any legal liability. The initiative is based on
guidelines adopted and developed by OECD member countries.

In this sense, the initiative is to simplify and expedite the open-
ing, change, and dissolution of companies in Brazil, so that
these procedures can be carried out within a day. Since the
publication of the Digital Government strategy (10.332,/2020),
the opening time of a company in Brazil has decreased by 69%.

The Business Environment Improvement Law (14.195/2021)
aims at de-bureaucratizing Brazil business environment, en-
hancing measures already in place by the Economic Freedom
Law, such as simplification and automation of business estab-
lishment, protection of minority shareholders, streamlining of
the foreign trade process, unification of business registration
numbers between tax entities, among others. This law allowed
all citizens to benefit from the modification of business regu-
lations that individual micro enterprises already had access to
by substantially easing the required procedures to formalize
and conduct business activities in Brazil.

More recently, a new Notary Proceedings Law was created
(Law 14.382/2022) to modernize and simplify procedures
relating to public registers of official acts and transactions,
which enables citizens and businesses to access the services
of the country’s registration offices via the Internet. From
now on, in-person attendance is no longer required for the
signature and registration of legal documents.

2.2 Production tructure

Brazil registered nearly 4 million new businesses in 2021, reaching
19.3 million active companies, spread across 27 states (Fig. 2.1) con-
sidering headquarters and branches in individual, micro, small,
medium, and large companies. The southeast region accounts for
50% of this growth.

The Tertiary sector accounts for 4/5 or 80% of the total business
in the country and consists mostly of micro and small compa-
nies. Furthermore, the Primary sector, driven by agribusiness,
produced record results for the sector accounting for 27.4% of
GDP and 40% of total exports in 2021. In the Secondary sector,
the number of industries exceeds that of construction and is re-
sponsible for the collection of 1/3 of federal tax revenues, 40%
of state taxes, while providing 26% of all formal jobs (preceded
only by the commerce sector) and occupying 33.8% of the total
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Fig. 2.1 Production structure by state

Businesses
Sdo Paulo 5,534,229 28.6%
Minas Gerais 2,087,052 10.8%

Rio de Janeiro 1,730,014 8.9%

Parand 1,405,435 7.3%
Rio Grande do Sul 1,292,984 6.7%
Santa Cantarina 988,853 5.1%
Bahia 960,468 5.0%
Goids 707,316 3.6%
Ceard 557,612 2.9%
Pernambuco 550,851 2.8%

Espirito Santo 439,658 2.3%

Pard 384,452 2.0%
Mato Grosso 373,103 1.9%
Distrito Federal 341,660 1.8%
Mato Grosso do Sul 271,003 1.4%
Maranhdo 257,051 1.3%
Paraiba 247,980 1.3%
Rio Grande do Norte 231,481 1.2%
Amazonas 191,886 1.0%
Alagoas 174,851 0.9%
Piaul 170,303 0.9%
Sergipe 127,856 0.7%
Ronddnia 123,596 0.6%
Tocantins 122,693 0.6%
Acre 39,064 0.2%
Amapd 37,354 0.2%
Roraima 32,285 0.2%
Exterior 507 0.0%
TOTAL 19,381,597 100%

workforce. According to its size, the classification establishes
that micro-enterprises have up to 9 employees in trade and
services, or up to 19 in industries, and an income limited to
R$360 thousand/year; the small business has between 10
and 49 employees in trade and services, or between 20 and
99 in industries, and a limited income of R$360,000 to R$4.8
million/year; and the others have more than 50 employees
in trade and services, or more than 100 in industries, and an
income of more than R$4.8 million/year.

Fig. 2.2 Participation in GDP by sector

Fig. 2.3 Companies by production activity (%)

06% 0.1% 49

I Services Trade Pirazsslig el .
Industry Construction
Agricultural Sucitie Others
Industry

£.3 Representative economic activity
of small enterprises by sector

With this in mind, the following small companies were select-
ed as objects of analysis that best exemplify the economic ac-
tivities of each sector:



Fig. 2.4 Distribution by production activity according to company size (no. companies)

Micro-enterprises

Micro-individual

Small business

ventures
| Agriculture 40,149 9,941 27,204 394,832
Ill Trade 2,550,926 397,652 3,490,015 222,093
[l Construction 282,790 59,648 1,083,616 37,016
[l Industry 504,483 119,296 1,218,502 111,047
[l Services 2,440,370 407,594 5,615,561 468,863
TOTAL 5,818,718 994,131 11,334,898 1,233,850

Source: Receita Federal/2020

* The Primary sector in Brazil is basically made up of agri-
business. Grains are the main product of Brazilian agri-
cultural production, responsible for approximately R$1.00
of every R$4.00 of GDP. The company chosen to repre-
sent this sector is a grape farm located in the state of Rio
Grande do Sul.

* The Secondary sector is predominantly composed of
manufacturing and construction industries. The one cho-
sen to represent this sector is a construction company lo-
cated in the state of Minas Gerais, the state with the sec-
ond largest concentration of companies in the country.

* The Tertiary and largest sector employs more than 70%
of Brazilians. Consulting services were identified as the
main service activity, therefore the company chosen to
represent this sector is a law firm located in Sao Paulo, the
most populated and industrialized state in the country.

The most relevant businesses and emerging markets were in-
terviewed for each sector. These three companies subcontract
an accounting office to do tax management and employment
administration.

2.4 Results

The information gathered indicates that there were a total of
45 mandatory administrative procedures required for the Ad-
ministration of Employment and Administration of Operations.
These procedures were required by nine different public admin-
istrations, including federal, state, and municipal levels. Almost
100% of these procedures have been fully or partially digitized
in recent years, but some of them have yet to be integrated.

The Primary sector continues to lose more time than others
in bureaucratic procedures, spending 244.7 hours a year, 33.5
hours more than the average (which is basically the same as the
Secondary sector) that devotes 220.8 hours a year. The Tertiary

sector still needs fewer hours for bureaucratic procedures, al-
locating 168 hours in total.

The Tertiary sector is the one that requires the least amount
of time to deal with bureaucracy, especially since it illustrates
a simplified regime of employment management and tax
management. This is the result of the Simples National and
eSocial systems that facilitate these procedures streamlining
processes and payments.

L4 dminigtration of Employment

The Administration of Employment requires 27 procedures,
starting with hiring, payment of wages, and social contri-
butions such as the retirement system and unemployment
insurance, which places a burden on the employee and the
employer. In Brazil, it is still mandatory that both contribute
to a public retirement system, even if the employee prefers to
contribute to a private one.

Micro and small companies spend most of their time calcu-
lating and paying salaries and social contributions as public
pensions. The Primary sector shows the highest demand for
time to comply with the procedures of the Administration of
Employment, surpassing the Secondary sector by more than
50%, and spending more than double the time required in the
Tertiary sector.

In addition to the monthly remuneration to which the worker
is entitled during the vacation period, the employer must pay
an additional amount corresponding to 1/3 of the worker’s sal-
ary. Likewise, the employer must pay at the end of each year
an additional salary corresponding to 1/12 of the gross sala-
ry per month worked, called the 13th salary. Their calculation
and payment increase the time involved by 2.5 hours a year and
adds four different extra procedures for each employee.

Fig. 2.5 Annual hours by sector and by group

S\AYa:
Group of Procedures Primary Secondary Tertiary Simple Avg. Wzl\?gl'\ted
Administration of Employment 130.1 85.3 61.8 924 1195
Administration of Operations 112.9 93.1 104.5 103.5 109.7
Other Bureaucratic Procedures 1.7 42.4 1.7 15.3 7.0
TOTAL 244.7 220.8 168.0 211.2 236.2

*Weighted average by number of companies in Brazil: 11=80% 11=13% I=7%




Fig. 2.6 Time required for Administration of Employment procedures (hours/year)

e
Subgroup Primary Secondary Tertiary Simple Avg. Wz:?ghted
Salaries, taxes, and contributions 87.0 62.9 30.6 60.2 79.9
Hiring and firing 17.9 15.2 12.0 15.0 17.1
Work reports 25.2 7.2 19.2 17.2 224
TOTAL 130.1 85.3 61.8 92.4 119.5

*Weighted average by number of companies in Brazil: 111=80% 11=13% I=7%

The employer must pay the worker’s travel expenses on a
monthly basis through a subsidy equivalent to the amount
that exceeds 6% of their base salary. This procedure alone,
depending on the number of employees, can cause each sec-
tor to lose a whole day of work per year to calculate expenses
and fill out employee transport cards.

Each hour worked at night must be paid with an increase of at least
20% over the value of the daytime hour (article 7, IX of the Federal
Constitution and article 73 of the Labor Code). This percentage
may be higher when so provided by a collective agreement.

The exercise of work in unhealthy conditions, above the tol-
erance limits established by the competent authority, ensures
the receipt of an additional 40%, 20%, and 10%, respectively,
of the minimum wage in the region, as classified in the max-
imum, average, and minimum degrees. And, for activities or
operations that, due to their nature or work methods, imply a
greater risk or are considered dangerous, the worker receives
an additional 30% of the minimum wage.

All these monthly procedures result in many hours a year and
increase the calculation and payment times required, such as
to hire and fire employees, making the work activity much more
complex and burdensome for all types of Brazilian companies.

£.1.2 Administration of Operations

Administration of Operations, consisting basically of tax ad-
ministration, involves three contribution systems, the most
widely used is the so-called Simples Nacional, which is a shared
tax collection and inspection regime, applicable to micro and
small companies, under the Complementary Law 123 /2006.

Although the Brazilian tax system is, in general, the most
complex and the fourth highest corporate tax burden in the
world, the specific complexities depend on the activity, sec-
tor, and region where the company is located. Because it is a
federated territory, with 5,570 cities, 26 states and a feder-
al district, 5 regions, and the federal government, Brazil has
many different types of taxes and collections. For this rea-

son, some types of companies find it difficult to prosper and
some regions are more developed than others. It is because
of this complexity that Brazil occupies position 124 in the Do-
ing Business ranking. After the World Bank discontinued the
Doing Business index, the Ministry of Economy published a
study showing that Brazil would have risen to position 65 in
the ranking—if it still existed—after the initiatives and results
obtained by the Brazilian government in relation to the mod-
ernization of the business environment.

In the Secondary sector, the time allocated to Administration
of Operations was the least, with 93.1 hours/year. It should
be noted that in this case the Primary sector company did
not apply to the Simples National regime, which increased
the time spent in taxes to 112.9 hours. The Tertiary sector re-
quired 104.5 hours for these obligations.

It is possible to conclude, then, that the activities that use
Simples Nacional in Brazil have less tax reporting obligations
and consume less time complying with the bureaucratic bur-
den than others.

£.4.3 Other Bureaucratic Procedures

The National Solid Waste Policy instituted in Brazil in 2010 by
law 12.305/2010 has a hierarchical objective directed to the
non-generation, reduction, reuse, recycling, and the proper
final disposal of waste generated during the production pro-
cess and after the product’s life cycle. It regulates aspects of
the manufacture, import, transport, treatment, and final des-
tination of all solid waste in the Brazilian territory in order to
drive the regularization and environmental management of
waste, including industrial solid waste (RSI) and construction
and demolition waste (RCD).

Currently, the National Solid Waste Plan (PNRS) is in the pro-
cess of being implemented—an indication of the great con-
cern Brazil has shown regarding the correct treatment and
adequate disposal of waste, especially in small cities and
companies, which are not required to have a license under
the environmental regularization process.

Fig. 2.7 Time required for Administration of Operations procedures (hours/year)

Al
Subgroup Primary Secondary Tertiary Simple Avg. Wi:?ghted

Taxes 112.9 93.1 104.5 103.5 109.7

TOTAL 112.9 93.1 104.5 103.5 109.7

*Weighted average by number of companies in Brazil: [11=80% I1=13% I=7%



Fig. 2.8 Time required for Other Bureaucratic Procedures (hours/year)

* .
Subgroup Primary Secondary Tertiary Simple Avg. Wz:?ghted

Other Bureaucratic Procedures 1.7 42.4 1.7 15.3 7.0

TOTAL 1.7 42.4 1.7 15.3 7.0

*Weighted average by number of companies in Brazil: [11=80% I11=13% I=7%

After the federal government digitized its services on an in-
tegrated digital platform, tax entities have begun to require
a digital certificate for accounting, tax collection, and other
procedures applicable to micro and small enterprises, for the
licensing of their products and services, issuing invoices, pay-
ing taxes, and so on.

Other exclusive procedures depend on each activity and the
biome, area, or region where the company is located, since
environmental law requires Primary and Secondary compa-
nies involved in production and construction to have a prior
license, as well as some compensatory measures to mitigate
the potential environmental impact.

2.5 Conclusions

Over the past four years, Brazil has adopted important steps
and continues to adopt various strategies to reduce bureaucra-
cy and wasted time paying taxes. The Labor Reform, the Eco-
nomic Freedom Law and the digital certification infrastructure
have streamlined and integrated processes, from the genera-
tion of permits for the opening and operation of companies, to
bankruptcy proceedings. The average of 182.1 hours per year for
small companies to meet all obligations is much less than it has

been in the past, and significantly less than the average time
spent by medium and large companies.

Brazil has made it easier to start a business and register prop-
erty by making it faster, reducing the cost of the digital cer-
tificate, and improving the quality of the land administration
system. The time to register and open a business in Brazil has
been reduced from 5 days and 9 hours, to 1 day and 16 hours,
reaching a historical record.

Since 2019, more than 4,000 regulations have been repealed and
nearly 4,000 (84%) federal services have been fully digitized on
the gov.br portal, reducing bureaucracies and processing times.
In 2021, Brazil was recognized by the World Bank, in its GovTec
index, as the seventh most mature country in digital government
in the world. This ranking assesses the current state of digital
transformation in the public sector in 198 world economies. The
expectation is that, by the end of this year, all services associated
with the federal government could be done digitally, speeding up
the process and reducing bureaucracy. In addition, projections in-
dicate that, up to 2025, the government can save R$38 billion just
by reducing bureaucracy and face-to-face customer care expens-
es. With more agile processes, society could save more than 149
million hours a year, which translates into R$1.5 billion that could
otherwise be wasted waiting for paperwork and procedures.

Fig. 2.9 The time to register and open a business in Brazil
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Last year the federal govern-
ment introduced an initiative Fig. 2.10 Digitization of bureaucratic procedures
called “Balcdo Unico” (one-stop

shop) which seeks to simplify I

. . . Digitized
the opening of businesses. This 9rize

new process provides a sim- I Partially
ple and quick way to fill out all Digitized
the forms and requirements for I Not Digitized

the creation of a new company
through a single form on a digital
and public platform. This model
is one of the best practices for
opening businesses globally.

Not Scannable

However, Brazil still needs to
improve its tax procedures and
social contributions system by
changing the way it is applied. It
is one of the most complex and
expensive tax systems in the
world, with 443,234 regulations
since the last constitution in
1988, distributed in 36,483 fed-

eral, 146,849 state, and 259,904 2017 2018 2019 2020 2021 2022
municipal regulations. The fed-

eral government and the National Congress have discussed merging them and redistributing aliquots, making them fairer,
a new tax reform proposal to simplify some federal taxes by thus encouraging investments and the generation of jobs.

Fig. 2.11 Digital Government Maturity Index
Top 10 of 198 countries NOTE

This research looks at small busi-
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3. Colomia’

Instituto de Ciencia Politica “Herndn Echavarria Olézaga”

Carlos A. Chacdn, Maria F. Gallego

.| Protuction Structure

Colombia is a country of micro and small businesses. By 2021,
out of the 16,282,681 businesses registered in the RUES,* 91.8%
were classified as micro, 6% as small, 1.6% as medium, and only
0.5% as large. The first three categories account for 79% of em-
ployment and 40% of the Gross Domestic Product (GDP). This
significant contribution to the Colombian economy implies that
any action, policy, or regulation that affects the operational
feasibility of a company must, for the sake of economic stability,
promote economic growth and competitiveness, without dis-
proportionately disrupting micro and small companies.

The first edition of the Bureaucracy Index for Colombia fo-
cused mainly on micro-enterprises since these represent
92% of the business ecosystem. In order to make this new
edition comparable to the region, this year’s index is calculat-
ed on small businesses, which represent greater income than
micro-enterprises.

Business size classification: What does a small business look like
in Colombia?

The exclusive criteria to classify the business size will be the
income from annual ordinary activities of the respective com-
pany, as established by Decree 957 of 2019.* This level will vary
depending on the sector in which the company operates.® Based
on this, when talking about small businesses, the following
ranges should be considered.®

As noted above, Decree 957 does not cover the Primary sec-
tor, but in paragraph 2 of article 2.2.1.13.2.2, it states that “for a
business whose principal activity does not conform exclusively
to one of the above sectors, the ranges to be applied shall be
those intended for the manufacturing sector.” Therefore, for
this study, the same conditions of the manufacturing sector will
be considered for the Primary sector.

In 2021, the Colombian economy generated a GDP of USS314.5
million; the share of the Primary sector was 14.1%, and the main
products of this sector were coffee, bananas, flowers, sugar-
cane, cattle, and rice. [...] Meanwhile, the Secondary sector ac-
counted for 18% of the GDP, and the industries that stood out
were the production of textiles, chemicals, metallurgy, cement,
cartons, plastic resins, and beverages. The Tertiary sector ac-
counted for 68% of GDP, with a significant share for services,
especially tourism.

Fig. 3.1 Classification of small companies by sector

Ranges for the Definition
of Small Business by Sector

From To

Manufacturing $895,488,252 $7,790,629,980 $223,872 $1,947,657
Services $1,253,675,952 $5,014,665,804 $313,419 $1,253,666
Trade $1,701,401,076 $16,387,172,784 $425,350 $4,096,793

2In the first edition of the Index of Bureaucracy in Latin America (2021) the Colombian case was calculated on the number of hours it takes a
microenterprise to comply with the bureaucratic obligations, considering that this business size, by number of companies, is the most repre-
sentative. Nonetheless, in this new version and in future ones, the calculation will be made on small businesses for comparative purposes with
the region. Therefore, the variations seen in this edition compared to the first are due mostly to the change in subject of the study, as well as the
selection of the sample companies.

3 Registro Unico Empresarial y Social

4 This classification was born with decree 957 of 2019, with the purpose of recognizing the reality business landscape, recognizing the differences
between sectors, in order to strengthen the scope of the different public policy instruments focused on the segment of micro, small and medi-
um-sized companies, modifying the criteria for determining business size.

5 Article 2.2.1.13.2.1. - Decree 957 of 2019

6 See Decree 957 of 2019. Note 1: the calculation in USD was made with the exchange rate on 05.22.2022: 3,969.05 COP/USD



3. Representative economic actiity by Sector T o e e o ™
The following table represents the number of companies by sector
of economic activity and size (Fig. 3.3) and the most representative

businesses by economic activity determined by the total number of
companies (Fig. 3.4)%

According to Figure 3.3, the branches/categories with a higher percent-
age of small business participation are G (wholesale and retail trade; vehi-
cles), followed by M (professional, scientific, and technical activities), and
C (manufacturing industry). For this reason, these economic activities
were selected to define the most representative companies by sector.

Additionally, although their degree of participation in small businesses is
not asimportant as in other production branches, section A was added
in order to include the Primary sector. In this particular case, a coffee
growing company was selected given its contribution to the GDP.

Based on this, and using the information contained in Fig. 3.4, the ac-

tivities selected, according to the number of companies per branch? Source: Author’s depiction based on da’ga from the Ministry of
are as follows. Commerce (2021)

Fig. 3.3 Number of companies by sector of economic activity and size

2021
Description
Microenterpr. Medium
A Agriculture, livestock, hunting, forestry, and fishing 24,905 4,792 1,767 443 31,907
B Mining and quarrying 4,965 912 325 222 6,424
C  Manufacturing industries 159,067 10,763 2,956 1,187 173,973
D  Supply of electricity, gas, steam, and air conditioning 1,568 235 99 144 2,046
E  Water distribution, sanitation activities 8,758 601 180 87 9,626
F  Construction 64,885 10,599 3,271 1,007 79,762
G Wholesale and retail trade; vehicles 643,590 24,554 5,508 1,358 675,010
H  Transportation and storage 43,063 5,405 1,281 356 50,105
| Accommodation and food services 175,980 2,285 450 121 178,836
] Information and communications 38,789 3,438 680 222 43,129
K Financial and insurance activities 19,593 2,442 1,216 715 23,966
L  Real estate activities 27,975 10,940 4,151 944 44,010
M  Professional, scientific, and technical activities 93,979 11,101 2,150 496 107,726
N  Administrative and support service activities 55,166 4,445 1,222 327 61,160
NC* Non ISIC classified activity 2,372 503 96 18 2,989
O  Public administration and defense; social security plans 608 38 6 19 671
P Education 14,455 936 146 24 15,561
Q  Human health care and social assistance 23,367 3,336 799 287 27,789
R  Arts, entertainment, and recreation activities 26,859 769 161 47 27,836
S Other service activities 65,450 438 83 30 66,001
T  Activities of households as employers 145 3 0 0 148
U  Activities of extraterritorial organizations and entities 6 0 0 0 6
TOTAL 1,495,545 98,535 26,547 8,054 1,628,681
Source: Confecdmaras. Economic Analysis Unit. *NC- Not classified

" Ministry of Commerce (2021). Colombia profile. https: //www.mincit.gov.co/getattachment /1c8db89b-efed-46ec-b2al-56513399bd09 /Colombia.aspx
8 Information obtained through the right of petition to Confecamaras. The RUES database is not publicly accessible and there is no business census.
9 Se agrega al sector primario otra actividad econémica teniendo en cuenta el aporte del café al PIB colombiano.
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Fig. 3.4 Most representative companies per economic activity and size

. . Activity _ Number of
Branch Description code Description companies

A Agriculture, livestock, hunting, forestry, and fishing 0141 Cattle and buffalo farming 5.153

B Mining and quarrying 0510 Mining of hard coal (stone coal) 1.737

C Manufacturing industries 1410 Manufacture of garments, except leather 28113

garments

D Electricity, gas, steam and air-conditioning supply 3511 Electric power generation 1.193

E Water distribution, sanitation 3830 Recovery of materials 5.334

F Construction 4290 Construction of other civil engineering works 21.748

Retail trade in non-specialized establishments

G Wholesale and retail trade; vehicles 4711 with assortment consisting principally of food, 112.156

beverages or tobacco

H Transportation and warehousing 4923 Freight transportation by road 18.061

| Accommodation and food services 5611 Catering of prepared foods 57.560

Computer systems development activities

J Information and communications 6201 (planning, analysis, design, programming, 10.029

programming, testing)

K Financial and insurance activities 6621 Activities of insurance agents and brokers 12.656

L Real estate activities 6810 :Real estate activities carried out with own or 34.936

eased property

M Professional, scientific and technical activities 7020 Management consulting activities 22.065

N Administrative and support service activities 8299 Other business support service activities n, e, ¢ 19.582

(0] Public administration and defense; social security 8430 Compulsory social security plan activities 292

P Education 8559 Other education activities n, e, ¢ 3.323

Q Human health care and social work activities 8621 Medical practice activities, without hospitalization 7.882

R Arts, entertainment and recreation activities 9200 Gambling and betting activities 7.292

S Other service activities 9602 Hm_rd_rgssmg and other beauty treatment 39.904

activities

T Activities of households as employers 9700 Activities of |n_d|V|duo| households as employ- 109

ers of domestic servants

u Activities of extraterritorial organizations and entities 9900 ﬁ\g;livelges of extraterritorial organizations and 6

Source: RUES Confecdmaras. Economic Analysis Unit.
Fig. 3.5 Colombian representative companies
Branch Small Business Sample company Sector
Retail trade in non-specialized establishments

G Wholesale and retail trade; vehicles consisting mainly of food, beverages, Tertiary trade

or tobacco.

M Professional, scientific, and technical activities Consulting activities Tertiary services
Manufacturing industry Clothing, other than leather Secondary
Agriculture, livestock, hunting, forestry, and . .

A 9! 9 Y Cattle and buffalo raising Primary
fishing
Agriculture, livestock, hunting, forestry, and .

A 9 9 Y Coffee growers Primary

fishing
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It takes an average of 476.85 hours a year for a small compa-
ny in Colombia to comply with the bureaucratic procedures
related to the Administration of Employment, Administration
of Operations, and Other Bureaucratic Procedures obligations.
This means that, out of the 246 working days," or 1,968 working
hours, a company must allocate 60 days, 24.23% of the total, to
comply with corresponding procedures, leaving aside its main
economic activity.

In Colombia, the average small business must comply with 46
obligations, distributed as follows: 52.17% for Administration of
Employment, 32.60% for Administration of Operations, and fi-
nally 15.22% for Other Bureaucratic Procedures such as regula-
tory updates and sector-specific obligations.

In order to calculate the times that these procedures demand,
common and specific obligations were identified, as well as the
regulations and the entities that mandate them or issue the
guidelines. Subsequently, interviews were conducted among
employers and experts in the field to find out the time invest-
ment in these procedures. Finally, the information was consoli-
dated, and weighted averages were calculated.

The group of obligations that places the greatest burden on the
small employer are those procedures related to the Administra-
tion of Employment—219 hours/year weighted average (see Fig.
3.5). It is worth highlighting that, overall, the procedures relative
to the payment of salaries, taxes, and the management system of
health and safety at work (SG-SST) take approximately 80% of
the total time businesses devote to these requirements, identi-
fying bottlenecks that should be analyzed in depth.

Below are the results by procedure (weighted average by sector
participation in GDP)

8.3 Administration of Employment

This section collects the information on procedures associated
with employment. It is composed of 24 obligations that are divided
into three subgroups: salaries, taxes, and contributions; hiring and
firing; and logging of records and work reports.

In salaries, taxes, and contributions, the Primary sector is the most
penalized, requiring 193.5 hours/year to comply with the required
procedures, a significant number compared to the 219.5 hours/
year it takes for all Administration of Employment obligations to
be fulfilled. The hiring and firing subgroup take 23.5 hours/year,
and finally, the work reporting takes 2.5 hours/year. These last two
numbers, although they represent a time investment, are not per-
ceived as obstacles by the interviewees, who stated they are simple
and easy to execute.

Still, it is worth noting that the time of hiring and firing was calcu-
lated under the assumption that one person, annually, is fired and
another person is hired. In this sense, if a company experiences
greater employee turnover, the time may increase proportionally.

It is worth noting that, excluding the Primary sector, the bureau-
cratic burden of the Administration of Employment for the small
business in Colombia, in either Secondary or Tertiary sectors, is
approximately 42% of the annual total. For the Primary sector, this
percentage increases by 25%, taking 67.2% of the total annual time.

The highest bureaucratic burden that the Primary sector must
meet, reaching 231.25 hours/year, is related to the processing of
salaries and contributions, but specifically in the calculation and
payment of payroll, electronic payroll, salary payment, disability
procedures with the health care providers.

The increased number of hours it takes a small business in the
Primary sector to comply with these procedures, compared
to the other two sectors, is a result of the great disconnect

Fig. 3.6 Summary table by sectors

Weighted
Avg.

Category

Subcategories Primary Secondary Tertiary Simple Avg.

Salaries/taxes/contributions 231.25 179 189.5 199.9 193.5
Adm. of Hiring/firing 33.125 32.25 19.25 28.2 235
Employment x5y time and reporting 25 25 2.5 2.5 25
TOTAL GROUP 266.875 213.75 211.25 230.6 219.5
Taxes/administration 42.4 155.25 155.75 117.8 139.8
Waste/ 0 0 3 1 2
£dm. of Vehicle 8.25 23.25 0 105 5.3
perations
Management System 40.75 69 62 57.3 60.3
TOTAL GROUP 91.4 2475 220.75 186.6 207.5
Statistical & Legal / Specific 38.625 59.75 49.625 49.3 49.9
Others TOTAL GROUP 38.625 59.75 49.625 49.3 49.9
TOTAL 396.9 521 481.625 466.508 476.851

10 By 2022 the country has 246 working days, 105 weekend days, and 19 holidays.



Fig. 3.7 Economic sectors

Category Subcategories Primary Secondary Tertiary Simple Avg. Wiggted
Salaries, taxes, and contributions 231.25 179 189.5 199.9 193.5
Hiring and firing 33.125 32.25 19.25 28.2 235
Adm. of Work reports 25 25 25 25 25
Employment
TOTAL GROUP 266.88 213.75 211.25 230.6 219.5
% ADM. OF EMPLOYMENT TOTAL 67.2 41 43.9 49.4 46

and poor adaptability of the regulatory framework to the so-
cio-economic realities in Colombia, in addition to social fac-
tors outside the scope of public policy.

The Primary sector includes cattle production and coffee
growing, both activities with very different characteristics.
On the one hand, the cattle sector is characterized by hav-
ing permanent staff on farms (farmworkers), who are hired as
laborers. Coffee growing farms, on the other hand, are char-
acterized by having a high influx of coffee collectors during
harvesting season, and a few workers to take care of the crops
throughout the year. The nature of the business implies that
most workers and gatherers are not hired under contracts but
instead paid wages or by piece rate pay.

Both economic activities of the Primary sector must, in addi-
tion to the dynamics inherent to their operation, deal with a
series of situations outside their control, but that shape the
decision-making process and the way business is conducted.
These variables can significantly increase times or simply push
companies into informality due to the rigidity of the regula-
tions they have to navigate.

One of the main obstacles faced is the rigidity of labor market
regulations as they do not allow for variations like seasonal har-
vesting, weather, or other market reasons, involving payments
for the amount of product collected (piece rate pay) on behalf
of workers not formally employed or contracted. Since the actu-
al regulation does not provide a legal figure for this, companies
make payments informally, in cash, with no record.

Another obstacle that impacts small companies is the limited
banking access among the working population, which forces
companies to pay in cash, with the consequent procedures that
this entails, from funds transfers and cash withdrawals to the
physical delivery of the payment and cash receipts.

Some of those interviewed for this study pointed out a signifi-
cant decrease in times to make and receive payments thanks to
technological innovations such as digital wallets (Nequi, Davipla-
ta, among others) whose use increased considerably during the
pandemic. According to a report from the Bank of Opportunities,
in June 2020, 31 million adults had at least one formal financial
product, representing an increase of about 1.6 million in the last
semester, for a record coverage of 85.9%." Rural areas still show
some lags in coverage,” so this percentage can't be generalized.

Fig. 3.8 Salaries, taxes, and contributions

Procedure Primary Secondary Tertiary Simple Avg. Wigted
Payroll calculation and payment 60 48 51 53 51.7
Electronic payroll 54 48 54 52 52.9
Parafiscal payments, social benefits, 12 12 12 12 12
and social security
Service premiums 4 5 5.25 4.8 5
Payment of non-labor wages (coffee 735 45 39 525 44.9
Salaries, growers)
taxes, and Provisions and supplies 2.75 6 0.5 3.1 1.8
contributions ) ] )
Vacation time processing 1 1 2 1.3 1.7
Vacation log book 1 1 1.5 1.2 1.3
Calculation and deposit of benefits
(cesantias) (February 14) 1 1 3 1.7 24
EP;c;cessmg of disabilities with the 22 12 21.25 18.4 19.7
TOTAL SUBGROUP 231.25 179 189.5 199.9 193.5

"La Repubhca (9 abril de 2021). Billeteras digitales alcanzaron mas de 25 millones de usuarios tras la pandemia

www.larepublica.co/finanzas /billeteras-digitales-alcanzaron-mas-de-25-millones-de-usuarios-tras-la-

12 Banca de Oportunidades. Reporte de inclusion financiera 2021.

https: //www.bancadelasoportunidades.gov.co/sites /default /files /2022-08 /Reporte%20de%20inclusi%C3%B3n%20financiera%202021.pdf



Fig. 3.9 Hiring and firing/work reports

ég?foc;fment Procedure Primary Secondary Tertiary Simple Avg. Wi\glgfed
Entrance exams 1.50 2.50 1.75 1.90 1.90
Signature of employment contract 1.00 2.50 0.50 1.30 0.90
Social benefits enrollment 22.25 18.25 7.25 15.90 11.30
lf)i\rAi/r_‘gppsr)Ocess (warnings, fol- 0.88 2.25 2.25 1.80 2.10
Termination letter 0.25 1.25 0.63 0.70 0.70

Hiring and

firing Layoff /labor disputes 0.25 1.00 1.00 0.80 0.90
Job transition 1.50 0.25 0.25 0.70 0.40
Settlement 3.25 2.50 4.38 3.40 3.90
Final payment 0.75 0.25 0.25 0.40 0.30
Retirement medical exam 1.50 1.50 1.00 1.30 1.20
TOTAL SUBGROUP 33.13 32.25 19.25 28.20 23.50
Layoff Report 0.25 0.25 0.25 0.30 0.30
New Hire Report 0.25 0.25 0.25 0.30 0.30

Work Disability Report 1.00 1.00 1.00 1.00 1.00

reports
Vacation Report 1.00 1.00 1.00 1.00 1.00
TOTAL SUBGROUP 2.50 2.50 2.50 2.50 2.50
TOTAL 266.88 213.75 211.25 230.60 219.50

In turn, the Secondary and Tertiary sectors have better results in
this subgroup of procedures with a difference of approximately
47 hours compared to the Primary sector. Payroll and electronic
payroll calculations are the most expensive in these sectors.

Primary sector, as these payments are recurring and not made in
cash. These types of contracts are often used when the employ-
er does not have the financial ability to pay the costs associated
with a formal contract and /or because the particular conditions

. . o s ., do not apply to the economic activity.
Since 2021 the national tax authority, “Direccion de Impuestos

y Aduanas Nacionales” (DIAN), has implemented the electronic
payroll reporting in Colombia; documents must be electronical-
ly delivered to this entity every month by employers.® This pro-
cess, as indicated by the businessmen and experts interviewed,
requires that the employer carry out a double payroll process,

The bureaucratic cost in time of paying parafiscal charges and
social benefits is low for the three sectors. It is a virtual process
that requires a transfer through the system and all payments can
be made at the same time.

The hiring and termination procedures require practically equal

making the calculation in its own system and then having to car-
ry out the process on the DIAN platform. In addition, times are
affected by the delay in uploading, adjusting, and sending the
document through the portal, because, despite digitalization, the
information systems sometimes turn out to be very slow in up-
loading information."

These economic activities also encompass the payment of
non-labor wages, since some of the employees are hired as con-
tract workers. Those payments are usually made electronically,
on a monthly basis, along with the documentation of payment of
social benefits. In terms of time investment, these differ from the

3 Publimetro (2022). Nuevo plazo de ndmina electronica para pequefias empresas.
https: //www.portafolio.co/mas-contenido/nuevo-plazo-de-nomina-electronica-

time in all sectors, on average 23.5 hours/year, and the enrollment
in social benefits absorbs most of it. These affiliations are virtual
processes, but they can still be done in person, and this accounts
for the time to download and fill out forms, collect the informa-
tion, record, file, and wait time for the documents to be finalized.
Without this process it would not be possible to hire the worker.

Finally, in reports, the last subsection of employment, the de-
manded time is low. These reports have to do with hires, dis-
missals, vacation time, and disability, which are reported
through the social security online entry system and do not re-
quire any additional steps.

*In addition to the capacity problems of the DIAN website, users have to deal with connectivity problems and the digital divide in the country.
This is because in areas such as Guainia and Vichada the average fixed internet speed is 1 (Mbps), while in Bogota it reaches 25; also, there are

coverage issues and internet access issues, which in remote areas is low and the cost is very high. For example, in relation to income in depart-
ments such as Vaupés, Amazonas, Guainia, and Vichada, the ratio exceeds 6%. For more information: MINTIC (2020). INDICE DE BRECHA DIGI-

TAL REGIONAL. https:

colombiatic.mintic.gov.co/679 /w3-article-162387.html




3.8.2 Administration of Operations

This section collects the information on procedures associat-
ed with operations: taxes, waste management, certifications,
vehicle management, and the occupational health and safety
management system.

Figure 3.10 indicates that the subgroup that consumes the most
time in this section is Taxes, which includes procedures related
to the renewal of commercial licenses and the filing of financial
statements with the Chamber of Commerce; and obligations with
the national and municipal tax authority, such as the presentation
of exogenous national tax information and annual tax payments.

Commercial licenses are renewed annually, before March 31 as
mandated in Article 33 of the Commercial Code. This online pro-
cess requires presenting financial balances from the previous
year, completing the renewal form, and making the appropriate
payment. This procedure, as well as the filing of financial state-
ments, is not highly burdensome for small businesses.

In contrast, tributary obligations such as payment of taxes and
exogenous declarations require much time from all three sectors.

The Primary sector—unlike the Secondary and Tertiary sectors—
only takes 13 hours/year to pay taxes, since they enjoy a simpli-
fied process that changes according to the business activity. For
example, cattle and unroasted coffee beans (and byproducts) are
not subject to sales tax, according to article 424 of the Tax Statute.

The Secondary and Tertiary sectors, on the other hand, require
more than 90 hours/year to comply with the procedures emerg-
ing from nine tax obligations. A couple of hours were added to ac-
count for time wasted when the DIAN payment platform is down,
which can possibly extend the process a day or two. The inter-
viewees disclosed that when the system is working, the process is
as simple as organizing the information and making the payments.

The tax obligation to file national and municipal exogenous dec-
larations is, aside from tax payments, one of the greatest sources
of stress among companies. For this study, the time designated
for this procedure was determined as if the process were done
in-house, instead of outsourcing it to accountants, which is not
as burdensome and less costly in terms of time and resources.

The weighted average time it takes to comply with these taxes,
for all three sectors, corresponds to 25.5% of the total subcat-
egory (adding national and municipal taxes), or 35.7 hours. The

Fig. 3.10 Results for the Administration of Operations

Adm. of . . . Weighted
Operations Procedure Primary Secondary Tertiary Simple Avg. Avg.
CoIIectioq of do_cume_nts for 1 1 3 17 24
commercial registration
Commercial registration renewal 0.25 1 625 0.6 0.6
Filing of financial statements with the 0.25 0.25 625 0.4 0.5
Chamber of Commerce
Sub_mission (_Jf exogenous national 16.00 24 17.125 19 18.2
T tax information
axes . .
Sub_mlssmn (_Jf exogenous municipal 8.00 32 15.625 185 175
tax information
Payment of taxes 13.00 93 94 66.7 82.5
Issuance of electronic support
document for those not required to 3.90 4 24.75 10.9 18.1
invoice
TOTAL SUBGROUP 42.4 155.25 155.75 117.8 139.8
Waste Waste Management - - 3.00 1.00 2.00
Management 1oTAL SUBGROUP - - 3.00 1.00 2.00
Vehicle insurance 2.00 2.00 - 1.30 0.60
Technical-mechanical inspection 5.25 8.25 - 4.50 2.20
Vehicles Vehicle tax payment 1.00 1.00 - 0.70 0.30
Driver service payment - 12.00 - 4.00 2.20
TOTAL SUBGROUP 8.25 23.25 - 10.50 5.30
OSHMS certification course 15.75 9.00 16.50 13.80 15.00
ge;ulth/ OSHMS implementation 15.00 36.00 35.50 28.80 32.70
afety at
Work OSHMS adaptations and logistics 10.00 24.00 10.00 14.70 12.50
TOTAL SUBGROUP 33.13 32.25 19.25 28.20 23.50
TOTAL 91.40 247.50 220.75 186.60 207.50




Primary sector reports a time expense of 16 hours for the na-
tional tax and 8 hours for the municipal, the Secondary sector
spends 24 hours on the national and 32 on the municipal, and
Tertiary spends 17.12 on the national and 15.65 on the municipal.
The variations between sectors depend on several factors: order
of information needed for the report, delays by DIAN verifiers,
number of transactions and processes to report, etc.

This means that the time it takes companies to comply with
these requirements depends greatly on the business activity
as well as their organizational capabilities. In addition to this,
times also vary depending on how well the payment platform
is working and if users are able to pre-validate the information
required. When the platform is not working correctly, it can add
hours or even days to the time totals.

On the other hand, in addition to the time spent on taxes for the
Administration of Operations, the SG-SST occupational health
and safety management system stands out, requiring 60 hours/
year. This system develops a logical and step-by-step process
for continuous improvement in regulation, organization, plan-
ning, implementation, evaluation, and audit, as well as the cor-
rective actions needed to anticipate, recognize, assess, and
monitor risks that may affect health and safety in the workplace.

The management system applies to all public and private em-
ployers; dependent and self-employed workers; co-op workers;
mission workers under civil, commercial, or administrative con-
tracts; community-based enterprises and co-op organizations;
temporary staffing companies, business associations or organi-
zations that enroll independent workers in social security; occu-
pational risk managers; the National Police (for non-uniformed
personnel); and the Armed Forces (for civilian personnel).’®

The implementation of this system is mandatory, and the re-
quirements vary by sector. Efforts have been made to simplify

Case: Exogenous Tax Declaration

Resolution 070 of 2019 determined that legal entities, their
assimilates, and other public and private entities that in
the taxable year 2021 or 2022 have obtained gross income
greater than one hundred million pesos (100,000,000), must
present an exogenous tax declaration. This refers to “the
information presented by legal and natural persons, on the
operations carried out with their clients, users or others
who intervene in the development of the company’s corpo-
rate purpose, periodically to the national tax authority ‘Di-
reccion de Impuestos y Aduanas Nacionales (DIAN), through
electronic services in compliance with the resolutions and
technical specifications issued by the General Director.”

The purpose of this declaration is to carry out informa-
tion cross-checks and studies that allow the exercise of
greater control of taxes and improve compliance with
relevant formal obligations. This report must be made at

the steps to be followed, but the process still requires an accred-
ited technician who is often hired from outside the company.
This process can be implemented by the employer, as long as
they get certified with a 50-hour course (renewed every three
years by a 20-hour course). The time investment is significant
as the employer needs to get the certification, tailor a plan of
action, and validate it—which can take up to a week—and once
it has been implemented, needs to be evaluated and adjusted.
Often, external workers are hired to complete matrixes, but the
fact of the matter is, processes could be substantially simplified
to facilitate these onerous and complicated procedures that
represent a costly burden for small businesses in Colombia.

0.0.9 Dther Bureaucratic Procedures

This section collects the information on procedures associ-
ated with sector-specific obligations, updates and regulato-
ry changes that companies must comply with because of the
nature of their activity. These tasks cover the way in which
companies have to adapt to new reporting systems, such as
electronic signature, invoicing, and payroll. These tools were
introduced in 2020 but became mandatory in 2021.

Companies have the choice of implementing these new systems by
either purchasing them or by using the free tools offered through
DIAN systems. To comply with the payroll and billing requirements,
a company must first go through the electronic signature process,
a virtual step that takes about half a working day to complete.

Electronic invoicing is a lengthier process, involving the iden-
tification of company products in the system and the registra-
tion of each customer. This process is especially costly for the
Secondary sector, given the time it takes to register the many
products and clients involved in their activity, in a platform that
is often affected by system failures.

the national and municipal levels. For the national report,
those who report the information must fill out more than
10 forms, validate the information, and send it through the
applications of DIAN. At the municipal level, the Tax De-
partment of the municipality is in charge of receiving this
information, which consists of sending forms and records
online. The guidelines are issued annually by the munici-
pal authorities in charge.

Faced with this process, companies expressed dissatisfac-
tion with the amount of information requested, the ineffec-
tiveness of the portals, and the severe sanctions if not done
correctly. Businesses find it difficult to report to the mu-
nicipal authorities since the criteria depend on each of the
different municipalities where the economic activity took
place, slowing down the process. This tax declaration could
be so complex that companies often have to hire an external
accountant to comply with the process and avoid penalties.

> Ministerio de Trabajo. Sistema de Gestiéon de Seguridad y Salud en el Trabajo.

https:

www.mintrabajo.gov.co/relaciones-laborales /riesgos-laborales /sistema-de-gestion-de-seguridad-y-salud-en-el-trabajo




Fig. 3.11 Results for Other Bureaucratic Procedures

Others Procedure Primary Secondary Tertiary Simple Avg. W(Z\glgted
Techr_1ic0| reporton human safety 2125 495 425 35 4
and fire protection
Regulatory update 6 24 215 17.2 19.8
Electronic payroll registration—DIAN 0.5 0.5 0.5 0.5 0.5
Electronic payroll implementation 2.00 4 3 3 3

Statistical &

Legal Electronic signature implementation 4.00 3 4.5 3.8 4.2
Electronic invoicing—activation,
parameterization, enrollment, and 8.00 24 18 16.7 17.7
issuance
Livestock vaccination 16.00 0 0 5.3 2.2
TOTAL SUBGROUP 38.63 59.75 49.63 49.30 49.90
TOTAL 38.63 59.75 49.63 49.30 49.90

These virtual processes can be performed by company person-
nel, but businesses have chosen to outsource them, creating a
market opportunity for this type of service company.

All these obligations are common to the sectors, but the Prima-
ry sector has an additional requirement to vaccinate livestock
twice a year. This process takes about two days, but the specif-
ic number of hours varies depending on the amount of cattle
that needs to be treated.

.4 Final considerations and reflections

When regulation is rigid and complex, it disproportionately af-
fects MSMEs, as it imposes costs, in time and money, that
forces them to divert resources to comply with bureaucratic
requirements, instead of generating value and becoming more
competitive by investing in production improvement, recruit-
ment, and innovation.

Labor and tax regulations are the most burdensome to small
businesses in Colombia. Both obligations involve high costs in
time and economic resources, hindering entrepreneurship and
business function, encouraging informality and regulatory eva-
sion, and restricting the opportunity for society to move along a
path of productivity and overcoming poverty.

Allocating 219 hours/year to comply with employment obliga-
tions is a difficult bottleneck to overcome, reflecting a highly
inflexible system that does not respond to the reality of employ-
ment in Colombia. These employment opportunities are gener-
ated, for the most part, by micro and small companies, the same
companies that lack the organizational capabilities to bear all
the labor costs involved.

Other international indexes validate this scenario. For example,
according to the Prosperity Index of the Legatum Institute in Lon-
don, Colombia ranks 74th out of 167 countries. In regard to the
flexibility of the labor market, it occupies place 88. In the subgroup
that refers to flexibility in recruitment practices, it ranked 133, and
the subgroup for flexibility in wage determination ranked 100.

16 https: /www.misionempleo.gov.co/Paginas/index.aspx

The inflexibility of the labor market impacts employment gen-
eration and leads to informality. According to the Employment
Mission Report,'® The current situation presents two major prob-
lems: on one hand, a decrease in social welfare and, on the oth-
er, underperforming economic growth. Since unemployment is
persistently high, the majority of workers are operating inde-
pendently or in very small companies with low productivity and
ineffective professional development training.

This reinforces the urgent need to pursue labor reforms that en-
hance competitiveness and foster an institutional and normative
environment that is adaptable to changing labor circumstances
and territorial realities, particularly when it comes to productiv-
ity and cost of living.

The labor reform must begin by allowing the contribution
of hourly workers to social security, and in doing so, extend-
ing health and pension coverage for independent and informal
workers; it needs to redefine the process in which the minimum
wage is calculated and established, in order to guarantee a true
proportional representation of the country’s formal and infor-
mal workforce. In a similar manner, changes in the nature of the
minimum wage are necessary to make it adaptable to productiv-
ity and cost-of-living variations within the regions.

Another urgent need is to provide the rural sector its own labor
regime, one that recognizes the asymmetries between rural and
urban activities, promoting formalization and simplifying paraf-
iscal contributions. This regulatory change must account for the
production dynamics of the sector in accordance with season-
ality, must include models of hiring by days and/or by hours in
times of harvest, and prorating time worked to include benefits
packaged in a single payment, where the State defines the re-
spective distribution

According to Deirdre McCloskey, economist and historian:

Jobs are never the problem! You can make them the problem by
making it very hard to employ people and that’s what the min-
imum wage, or interference in the job deal, or industrial zoning
or licensing do. (Interview with Axel Kaiser, Fundacion para el
Progreso, 2018, 3m20s, https: //youtu.be/Ea8rnWE_n9w)



https://www.misionempleo.gov.co/Paginas/index.aspx
https://youtu.be/Ea8rnWE_n9w

The second tax bottleneck implies a reassessment of the tax
system and of the negative consequences it may have. The bur-
den of taxes, reporting and payment alike, is an obstacle to for-
malization, competitiveness, and job creation.

More than 90 hours doing tax payments and more than 35 doing
tax reports indicate a highly burdensome system for small busi-
nesses, in terms of substantial economic cost—imposed by high
rates of bureaucratic procedures—as well as in time demands.

According to the World Bank’s Paying Taxes 2020 report, the total
rate of taxes and contributions on companies’ profits is 71.2%. The
2021 International Fiscal Competitiveness Index, by Tax Founda-
tion, ranks Colombia 31st among a group of 37 countries, and 37th
in the corporate tax range. In Colombia the corporate income tax
rate is 31%, which is significantly higher than the average of the
other OECD members (22.9%). In addition, individuals contribute
only 1.2% of GDP and businesses only 5%; this should be turned
more towards the existing ratio in the OECD where 8.3% of GDP
is contributed by individuals and 3% by businesses.

In this sense, the Colombian tax system should aim at tax simpli-
fication and improvement of information collection processes.

It is important to emphasize that if the establishment creates
an environment for companies to generate value, reach high
levels of productivity, increase competitiveness, and generate
economic growth, Colombia will succeed in creating the condi-
tions to achieve a better quality of life for its citizens.

Bureaucracy in Colombia becomes burdensome because of
regulations, but the problem is exacerbated by many environ-
mental problems outside the scope of regulation. The lack of

efficient infrastructure, low connectivity (digital, waterways,
and land), and limited banking access, among others, impose
additional pressures on small businesses, forcing them to re-
main in informality, not complying fully with their obligations
or seeking alternative ways such as evasion or bribery; all this
while losing productivity and competitiveness.

In this regard, the aim is to promote a flexible, adaptable, and re-
liable environment that generates the right incentives to start a
business, to work, and to produce. This regulatory improvement
must be accompanied by effective social investment, focusing
on generating the right conditions to eliminate the perverse in-
centives produced by excessive rules and regulations.

The Colombian lag in competitiveness and productivity can
be explained by the lack of synchronous efforts in regulatory
improvement and social investment. With this in mind, efforts
should be made at holistically approaching the bottlenecks
identified in this study, while making the regulatory framework
more adaptable, and simultaneously investing effort in resolv-
ing the aggravating environment.

Finally, these calculations were made for the three sectors of
the economy and their representative companies; none of the
economic activities belong to a highly regulated sector, and
they all meet obligations that are fairly common for the busi-
ness environment. The results would be different if the scope
of work included companies belonging to regulated activities
such as energy, electricity, natural gas, pharmaceuticals, trans-
portation, postal services, or gambling, among others. In that
scenario, it would be vital to review the regulation, its suitabil-
ity, effectiveness, and efficiency.
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41 Production structure

According to the 2015-2020" business statistics report, pub-
lished by the Central Bank of Costa Rica (BCCR), the Costa Rican
business structure is composed mostly of MSMEs. By 2020, the
total number of active companies was 137,089, with micro-en-
terprises accounting for 80.09%, followed by small companies
with 12.77%, medium-sized companies at 4.04%, and large com-
panies with 2.59%.

With regard to the country’s economic activities, by the year
2020, the weight of the Primary sector in GDP was 5.06%, the
sector with the lowest participation. The Secondary sector ac-
counted for 21.36% of GDP. Finally, the Tertiary sector was the
most important sector in relation to GDP, accounting for 73.58%.

Fig. 4.1 Share of the economy by sector (%GDP)
—Costa Rica (2020)

5.06%

Source: Own elaboration with data from the
Central Bank of Costa Rica.

In the Primary sector, the activities with the largest scope are
agriculture, forestry, and fisheries, contributing 4.75% of GDP,
in 2020. In the Secondary sector, the most important activ-
ity was manufacturing, with 13.70% of GDP. For the Tertia-
ry sector, the activities with the highest share of GDP were
wholesale, retail trade and vehicle repair (9.21% GDP); real es-
tate activities (8.70% GDP); professional, scientific, technical
activities, and administrative support services (13.94% GDP);
in addition to education, human health, and social assistance
activities (15.93% of GDP).

The BCCR’s report on business statistics 2015-2020 provides
information regarding the number of companies per econom-
ic activity. The classification has been done according to the
ISIC® guidelines, at the Class level for micro, small, and medi-
um companies; and by Section for large companies.

For the classification by company size, the BCCR used the
methodology from the Ministry of Economy, Industry, and
Trade (MEIC), the official body responsible for determining
the classifications of companies in the country.

Figure 4.2 illustrates a summary of the economic activities that
concentrated a greater number of small businesses, during
2020, in Costa Rica.

1.2 Representative economic activity of small
businesses by Sector

Based on the previous analysis, sample companies were identified
for the Primary, Secondary, and Tertiary sectors. For the Prima-
ry sector, it was determined that the representative activities are
agriculture, livestock, forestry, and fisheries, as they represent the
largest share of GDP in this sector, and at the same time, have the
highest concentration of small businesses.

For the Secondary sector, construction and manufacturing have
the highest concentration of small businesses and enjoys the high-
est share of GDP.

" The Central Bank of Costa Rica released this publication on July 29, 2022, but the most updated data is up to 2020.

8 International Standard Industrial Classification.
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Fig. 4.2 Share of GDP by economic activity and company size, 2020, %.

ISIC classification

According to income

Small Medium

Agriculture, forestry, and fishing (A) 0.7 0.6 0.6 2.9 4.75
Mining and quarrying (B) 0.1 0.1 0.1 0.0 0.31
Manufacturing industries (C) 0.4 0.6 0.8 11.9 13.70
Supply of electricity, water and sanitation services (D, E) 0.1 0.1 0.1 3.0 3.19
Construction (F) 0.5 0.8 0.8 2.4 4.47
Wholesale and Retail; repair of motor vehicles (G) 0.7 1.1 13 6.2 9.21
Transport and storage (H) 0.5 0.7 0.7 2.1 3.99
Accommaodation and food service (1) 0.5 0.4 0.3 1.0 2.20
Information and communications (J) 0.2 0.4 0.5 3.9 5.06
Financial and insurance activities (K) 0.1 0.2 0.4 5.2 5.91
Real estate activities (L) 2.5 1.9 1.6 2.6 8.70
zggﬁiisei:?'sllj :”cientiﬁc, technical, administrative and support service 14 14 14 98 13.94
%)bllc administration and compulsory affiliation social security plans 0.0 0.0 0.0 47 4.76
Education and Human health care and social assistance (P, Q) 4.0 2.7 1.7 7.5 15.93
Other service activities (R, S, T, U) 1.0 0.9 0.6 13 3.89
TOTAL 12.7 12.0 10.8 64.5 100.00

Source: Own elaboration with data from the Central Bank of Costa Rica

Fig. 4.3 Activities with greater participation
of small business by sector (2020)

Total
Sector small
businesses
PRIMARY SECTOR
A Agriculture, forestry, and fishing 882
SECONDARY SECTOR
C Manufacturing industries 988
F  Construction 1,667
TERTIARY SECTOR
G Wh_olescle and Retail; repair of motor 5.233
vehicles and motorcycles
| Accommodation and food services 1,498
M Prqugsionol, scientific, and technical 1,200
activities

Source: Own elaboration with data from the
Central Bank of Costa Rica

Finally, for the Tertiary sector, the activities with the highest share
of GDP include wholesale and retail trade; repair of motor vehicles
and motorcycles; hospitality and catering; and professional, scien-
tific, and technical activities. These activities also concentrate the
largest number of small businesses in the country.

With this in mind, the following sample companies were selected
as objects of analysis that best represent the economic activities
of each sector. A description is given in Figure 4.4, above.

Fig. 4.4 Description of companies
interviewed for each sector

Sector Sample companies

. Three companies dedicated to coffee grow-
Primary .
ing
Three companies involved with artisan food
Secondary ;
production
Tertiar Three companies involved with the sale of
y food and beverages

4.3 Results

The average time (weighted by the sector in GDP) that a small
company in Costa Rica dedicates to complying with the legally re-
quired bureaucratic burden is IB-LAT = 297 hours/year. The high-
est number of hours is seen in the Primary sector, with 408 hours/
year, followed by the Secondary sector with 307 hours/year, and
the Tertiary with 286.5 hours/year.

4.3 Administration of Employment

The procedures related to the Administration of Employment
in Costa Rica demand the most hours from small business-
es. In the case of the Primary sector, the representative cof-
fee-growing companies allocated 364 hours/year to the Ad-
ministration of Employment.

The representative companies for the Secondary sector, en-
gaged in food manufacturing, allocated 220 hours/year to



Fig. 4.5 Annual hours by sector and by procedure

Weighted
Avg.

Subcategory

Primary Secondary Tertiary Simple Avg.

ADMINISTRATION OF EMPLOYMENT 364.00 220.00 159.00 247.67 182.40
Salaries, taxes, contributions 230.00 134.00 115.00 159.67 124.88
Hiring and firing 60.00 60.00 31.00 50.33 38.66
Work reports 74.00 26.00 13.00 37.67 18.86

ADMINISTRATION OF OPERATIONS 40.00 73.00 91.50 68.17 84.94
Taxes 33.00 63.00 78.00 58.00 72.52
Waste management 0.00 3.00 10.50 4.50 8.37
Vehicles 7.00 7.00 0.00 4.67 1.85
Health and Safety at Work 0.00 0.00 3.00 1.00 2.21

OTHER BUREAUCRATIC PROCEDURES 5.00 14.00 36.00 18.33 29.73
Legalities 1.00 0.00 12.00 4.33 8.88
Specific to production activity 4.00 14.00 24.00 14.00 20.85

TOTAL 408.00 307.00 286.50 333.83 297.03

Source: Own elaboration with data from interviews and the BCCR

On November 20, 2019, the government of Costa Rica
implemented the “Agreement for the contributory in-
surance of coffee collectors for the special and seasonal
nature of the harvest, signed between the Costa Rican
Social Security Fund, the Ministry of Labor and Social
Security, and the Coffee Institute.”®

This agreement facilitates the collective insurance of
coffee collectors, both domestic and foreign. Due to the
dynamics of the activity, coffee collectors work on dif-
ferent farms and for different employers, which makes
it difficult to include them in payroll and enroll them in
social security benefits. This procedure, which is car-
ried out only once, under the Coffee Institute, makes it
possible to identify beneficiaries and their families so
that they can use health insurance in any region of the
country where they are working.

the Administration of Employment. The small businesses in-
volved in this activity expressed concern about the vast dif-
ficulties they face in keeping up with payments to the Costa
Rican Social Security Fund (CCSS) and for the possibility of
having to close operations in the event of a possible loss of
the health permit. As a consequence of the enormous cost
of social charges, it is common for small businesses to keep
some staff in informality, outside their payrolls, and without
declaring them to the CCSS.

The representative companies in the Tertiary sector, in-
volved in the sale of food and drinks, spent 159 hours/year
in the Administration of Employment. In the case of bars and

9 https:

restaurants, employment administration procedures can be
extremely tedious. For example, tips for employees are the
equivalent of 10% of the total amount of the check, and it’s in-
cluded in all invoices and must be distributed among employ-
ees. In addition, those responsible for estimating staff com-
pensation must take into account meal deductions, personal
leave, overtime pay, and changes in shifts, among other things.

4.3.2 Adminigtration of Operations

In Costa Rica, procedures related to the Administration of Opera-
tions required 40 hours/year in the Primary sector, 73 hours/year
in the Secondary sector, and 91.50 hours/year in the Tertiary sector.

The payment of national taxes is very cumbersome. For this
reason, it is common for small businesses to be forced into hir-
ing third parties to provide them with electronic billing soft-
ware, accounting, and filing and tax payment services, among
others. A significant number of small businesses, particularly
in the Tertiary sector, would greatly benefit from a simplified
tax system, whereby they would be taxed on the basis of the
amounts of their purchases and not on profits.

In regard to procedures, taxes, and bureaucratic burden at the
municipal level, there are significant differences, depending on
the municipality in which the company operates, in terms of
requirements, waiting times, digitization, and amounts to pay.

.33 Other Burgaucratic Procedures

Each of the three sectors had industry-specific procedures.
The Primary sector invested 5 hours/year to comply with
these requirements, the Secondary sector 14 hours/year, and
the Tertiary sector 36 hours/year.

www.mtss.go.cr/elministerio /despacho/convenios /Convenio%20MTSS-CCSS-ICAFE.pdf




Recently, the General Comptroller’s Office published
the document Tax Collection in Costa Rica: Challen-
ges for a simpler and more efficient tax system.”?

Among the most relevant findings: “It becomes
apparent taxpayers are not the main focus of
tax administration services, given the process
of meeting their obligations is a costly and bur-
densome one. They are pleading for the imple-
mentation of better customer service and greater
simplicity in tax return and payment procedures.
As for the management of the tax administration,
there is a wide variance not only in the number of
actors involved (collectors, administrators, and
beneficiaries) but also in platforms and informa-
tion systems, which results in variable collection
costs. This high variance is evident in all the en-
tities, revealing areas for improvement. As far as
the tax system is concerned, it is a complex one,
with 99 active taxes, 38 types of taxed objects,
low yield taxes, and aliquots of dissociated pro-
portions from the current economic reality.”

The Primary sector invests this time in the registration and re-
newal of the Small and Medium Agricultural Producers Registry
(PYMPA) for the Ministry of Agriculture and Livestock. Although
this is not a requirement, small businesses choose to do it as it
provides them access to some exemptions and reduced rates In a
similar manner, the Secondary and Tertiary sectors elect to reg-
ister and renew their SME registry for the Ministry of Economic
Affairs, Industry, and Trade (MEIC). This is an optional procedure,
but companies choose to go through with it as it provides many
benefits, to the point that some companies choose to stay “small
or medium,” instead of growing, so as not to lose those benefits.

Figure 4.6 presents a detail of the benefits that are granted to
companies when enrolling in the Ministry of Agriculture and Live-
stock (MAG) registry for Small and Medium Agricultural Producers
(PYMPA) and SMEs in the Ministry of Economic Affairs, Industry,
and Trade (MEIC). (Fig. 4.6)

For companies in the Tertiary sector, industry-specific pro-
cedures for restaurants, food retailers, and bars have specific
requirements at the local level, such as alcohol licenses that re-
quire an estimate and payment based on annual sales.

In addition, it is important to highlight that the Tertiary sector is
one of the most impacted by physical controls in Costa Rica to veri-
fy permits, gas operation, fire requirements, health permits, seating
capacity during the pandemic, and royalty payments to the Associa-
tion of Composers and Authors of Costa Rica (ACAM), among others.

Finally, all sectors coincide on the need for lower percentages of
social security contributions. Costa Rica has a three-way contribu-
tion system (Employer, Worker, State) that amounts to 37% between

Fig. 4.6 Benefits of SME registration

Benefits of

PYMPA registration
with the MAG

Exemption from Value Added
Tax for PYMPA leases with
amounts less than 1.5 base
wages.

Access to credits and guar-
antees from the Development
Fund for Micro-, Small-, and
Medium-Sized Enterprises.

Valuation of the Real Estate
Tax for Agricultural Land
based on the provisions of
Law 9071.

Receive exemption from tax
payment to legal persons
when making the request.

Differentiated tax rate for the
registration of water wells of
Small and Medium Agricul-
tural Producers (PYMPA).

Permits for Agricultural Burn-
ing (based on Decree No.
35368-MAG-S-MINAE).

If the producer so requests,
lightweight, heavy-duty,

or four-wheel drive vehicle
may be exempted from the
emissions test in the Vehicle
Inspection, according to Arti-
cle 3 of Decree 30709-MAG-
MOPT.

It is given priority when
distributing aid in emergency
situations.

Pay with an Adjusted Salary
Base during the first four
years of life of the PYMPA.
Reduced rate and progres-
sive application based on the
“Regulation for establishment
of a Salary Adjusted Base

for Micro-business in Health
Insurance.”

Benefits of
SMEs registration
with the MEIC

Participation as an SME
supplier to the State.

Financing, guarantees, and
assurances through the
Development Fund for Micro-,
Small-, and Medium-Sized
Enterprises (FODEMIPYME)
of the Banco Popular.

Access to grants for inno-
vation with the Ministry of
Science, Innovation, Technol-
ogy, and Telecommunications
(MICITT).

Business development
services such as conferences,
training, and workshops,
among others.

Business fairs and business
meetings.

Preferential rate in the annual
revalidation of companies
before the Federal College

of Engineers and Architects
(CFIA)

Special $5 rate to micro and
small waste managers. Art
1- 49 Decree N° 41526-S-MI-
NAE-H

Preferential rates: PYMEx-
press and Exportafdcil.

Financing from the Devel-
opment Banking System,
INDER, and other entities.

Tax exemption for legal
entities: micro and small
businesses.

VAT exemption for micro-
and small-businesses leases,
amounting to less than
£669,000.

Staggered payment for em-
ployers before CCSS for new
micro-enterprises up to five
employees.

Microenterprise health per-
mit: one-time fee of $20.

Preferential rate for health
permits for micro-enterprises
(20% of the current rate).

Three-year grace period (no
payment) for certification of
drones before the General

Directorate of Civil Aviation.

Staggered exemption for micro
and small enterprises in the
payment of income tax, for the
first three years of operations
(Law 9635 Ministry of Finance).

20 https: //cgrfiles.cgr.go.cr/publico/docs cgr/2022/SIGYD D/SIGYD D 2022007963.pdf




The ACAM Case

In Costa Rica, the law? gives the Association of Composers and Authors of Costa Rica (ACAM) the right and the power to
charge® for something they call “Public Communication.”

“ACAM charges commercial establishments for the public reproduction of musical works, including bars, restaurants,

hotels, dance clubs, concerts, fairs or any commercial premises that use the musical repertoire protected by ACAM."

In other words, almost all commercial establishments in Costa Rica are required to pay ACAM for playing music in
their establishments (for example, using the Spotify app), without receiving anything in exchange from ACAM. Failure
to comply with this payment exposes the establishments to penalties, fines, closure, and denial of other permits such as

municipal licenses.

It is the opinion of the establishment owners that this payment is an abusive procedure for just playing music on their
premises, especially considering the fact that many of them already pay subscriptions to platforms like Spotify, which
deals with copyrights, so it makes no sense to pay an additional amount to ACAM for the same purpose.

employer and the worker—in contrast with the
average in the OECD countries of 26.2%—in ad-
dition to the percentage covered by government
revenue.

4.4 Gonelusions

In Costa Rica, the Catilogo Nacional de
Tramites (CNT) compiles standardized basic in-
formation on all administrative procedures and
requirements. It is enforced as law and aims
to avoid duplicity of procedures and expedite
them in benefit of all citizens. The CNT also
contains elements such as affidavits and the
enforcement of positive silence. These tools
that favor citizen petitions are underutilized
and could have a major positive impact on the
country’s competitiveness and economy.

Unfortunately, it is clear that a law is not the
solution for excessive bureaucracy. Many in-
stitutions are unaware of the existing laws,
and therefore do not apply them. In addition,
it is important to promote a service culture
among public officials. While citizens have
in the past been fearful of retaliation from
officials—which could potentially harm their
businesses—it is important they feel empow-
ered and able to effectively assert their rights.

Fig. 4.7 Breakdown of contributions to social security by employer, employee, and State

Institution Benefit Employer Employee State

Costa Rican Social Health and maternity insurance 9.25% 5.50% 0.25%

Security Fund

(CCss) Disability, old age, and death 5.25% 4.00% 1.41%
Employer quota to Banco
Populary de Desarrollo 0.25% - -
Comunal
Fondo de Asignaciones

Other institutions familiares 5.00% ) )
Instituto Mixto de Ayuda Social 0.50% - -
Instltut(_y N.OCIonCll de 1.50% ) )
Aprendizaje
Employer Contribution to
Banco Populary de Desarrollo 0.25% - -
Comunal
Fondo de Capitalizacién 3.00% ) )
Laboral

Worker Fondo de Pensiones 0

Protection Act Complementarias 0.50% ) )
Employer-Worker Contributions
to Banco Populary de 1.00% - -
Desarrollo Comunal
Instituto Nacional de Seguros 1.00% - -
SUBTOTAL 27.50 % 9.5 % 1.39%
TOTAL 38.39%

Source: Own elaboration with data from interviews and the BCCR.

s Ley de Derechos de Autor y Derechos Conexos, N°6683 from 1982 (LDADC) and regulations.. Ley de Procedimientos de Observancia de los
Derechos de Propiedad Intelectual, n.° 8039 del afio 2000.

2 https: //www.acam.cr/media /documentos /79Tarifario2022 .pdf
2 https: /www.acam.cr/front /ptl.php?ref=34#:~:text=ACAM%20le%20cobraa%20todo%20aquel .4




0. lhle

Instituto Libertad y Desarrollo
Bettina Horst y Soledad Monge

5.1 Protuction Structure

There are almost 1.3 million companies in Chile, most of which are
small. According to data from the Ministry of Economy, 45% of the
country’s enterprises are small, 44.4% are micro-enterprises, and
only 3.1% and 7.5% are large and medium, respectively (Fig. 5.1).

Fig. 5.1 Distribution of companies by size,
year 2017 (% of the total)

50%

45.0% 44.4%

40%

30%

20%

10%

3.1%

0%
Large Medium Small Micro

Source: Ministry of Economy

Companies in Chile are classified by level of sales or by num-
ber of employees. For comparison purposes, the number of
employees was considered, where small businesses are com-
posed of 10 to 25 employees. (Fig. 5.2)

Fig.5.2 Categorization of companies according to
sales and number of employees

Size Sales :;mg;;::
Micro 0-2,400UF? 0-9
Small 2,400-25,000UF 10-25

Medium 25,000.01-100,000UF 25-200
Large 100,000.01UF and more 200 and more

Source: Law No. 20.146

According to data from the Internal Revenue Service, in 2017,
11.3% of small businesses belonged to the Primary sector,
20.7% to the Secondary sector, and 67.9% to the Tertiary sec-
tor. In the Primary sector, agriculture, livestock, hunting, and
forestry are the activities with the largest scope, with 10% of
all small businesses. Construction leads the Secondary sector
category with 10.5%. Finally, in the Tertiary sector, the activity
with the most weight is wholesale and retail trade, with 28.5%
of small businesses (Figure 5.3).

Fig. 5.3 Production structure by sector (2017, total % of comp.)

Sector % of TOFGI
companies
PRIMARY SECTOR 11.3
Agriculture, livestock, hunting, and forestry 10.0
Fishing 0.7
Mining and quarrying 0.6
SECONDARY SECTOR 20.7
Nonmetallic manufacturing industries 5.3
Metallic manufacturing industries 4.5
Supply of electricity, gas, and water 0.4
Construction 10.5
TERTIARY SECTOR 67.9
Wholesale and retail trade 28.5
Accommodation and food service 4.2
Transport, storage, and communications 8.0
Financial services 6.9
Real estate and business activities 13.5
Teaching 1.8
Health care and social assistance 3.5
Other service activities 1.5
TOTAL 100.0

Source: ECLAC with data from the Internal Revenue Service, 2017

2 Unidad de Fomento (UF) is a unit of account used in Chile; a non-circulating currency.



b. Representative economic actiity of smal
busineses by sector

The companies were selected utilizing data from the Internal
Revenue Service to identify the economic activities that best
represent each sector. (Fig. 5.3)

The Primary sector in Chile is represented by a company devoted
to the agricultural production of wheat. In the Secondary sector,
construction and manufacturing activities were determined as
representative, specifically contractors and food manufacturing
companies. Finally, in the Tertiary sector, food retailers, real es-
tate, and retail business were selected.

According to these results, small companies from the
above-mentioned activities were interviewed, and weighted by
the participation of each activity in their sector.

5.3 Results

In Chile, according to the analysis, a small company spends on
average 470 hours a year to comply with legal procedures re-
quired to operate, in the areas of Administration of Employment,
Administration of Operations, and Other Bureaucratic Proce-
dures specific to each economic activity.

The information collected shows that the Primary and Tertia-
ry sectors spend a similar number of hours per year, where
the difference is largely due to the lack of specific procedures
for the Primary sector. On the other hand, the Secondary sec-
tor spends the most time on bureaucracy, approximately five
times more than the other sectors. The explanation lies in the
specific cumbersome procedures that prevail in this sector. In
fact, if the time spent in specific procedures is disregarded,
the number of hours allocated to bureaucracy in small busi-
nesses is reduced by more than half.

Of a total of 34 procedures identified, 22 are available for online
processing—that is, more than half of them. However, it should
be noted that several of these procedures were automated less
than four years ago, so the level of bureaucracy in Chile has been
significantly decreased in recent times.

The authorities that interact most with small businesses are the
Labor Department and the Internal Revenue Service, in addition
to the respective municipalities.

b3 Administration of Employment

Companies in all three sectors are required to comply with
the same procedures in relation to the Administration of Em-
ployment. These include the calculation and payment of pay-
roll, together with the corresponding taxes and contributions;
procedures associated with hiring and firing, which are dealt
with directly through the Labor Department and those associ-
ated with their respective security companies, such as training,
management of work accidents, and keeping up to date with
Health and Safety Regulations. In total, small businesses spend
approximately 111 hours a year to meet the demands of the Ad-
ministration of Employment.

0.0.2 Adminigtration of Operations

The Administration of Operations involves the fulfilment of fis-
cal obligations. This includes the monthly VAT declaration and
payment, pretax annual returns, and annual income tax returns.
These last two obligations are the ones that take the most time
for small businesses and also add additional difficulty, since they
require a tax accountant. On the other hand, documents (bills, in-
voices, dispatch guides, debit notes, and credit notes) and records
to support accounting (Daily Book, General Book, Inventory and
Balance Book, FUT Book, and Book of Purchases and Sales) must
be stamped by the Internal Revenue Service.

In the past, the process of stamping tickets and invoices
was very cumbersome. First you had to have the bills
printed, which could take a couple of days. Then they
had to be picked up and physically stamped at the In-
ternal Revenue Service. Sometimes officials would not
stamp them right away, so they would need to be picked
up on another day. In addition to the time spent on this
process, medium to large companies with several loca-
tions required an additional worker devoted to these
tasks, which could take up to a week each month.

The digitization of the document stamp began in 2014
and became mandatory in 2021. This considerably re-
duced the time and staff needed to perform these pro-
cedures. Now, there is no need to worry about print-
ing, signing, and stamping hard copies, since it can
all be easily completed electronically through an app
from the Internal Revenue Service.

Fig. 5.4 Annual hours by sector and by group

Group of Procedures Primary Secondary Tertiary Simple Avg. Wi?/gmd
Administration of Employment 81.5 124.4 112.1 106.0 111.1
Administration of Operations 84.5 87.7 106.2 92.8 99.8
Other Bureaucratic Procedures - 1,119 41.1 386.7 259.6
TOTAL 166 1,331.0 259.4 585.5 470.4




Finally, if the company has its own vehicles, they must carry out an
annual inspection and registration payment, which fall into the cat-
egory of Administration of Operations. However, this type of proce-
dure only represents 6% of this category, while the remaining per-
centage is related to taxes.

In total, small businesses spend approximately 100 hours a year to
meet the demands of the Administration of Operations

5.3.3 Other Bureaucratic Procedures

In Chile, some economic sectors have specific procedures for small
businesses. For the representative companies, we were able to
identify specific obligations for the Secondary and Tertiary sectors.

The most burdensome administrative activity is in construction.
To conduct their activity, companies need to apply for right-of-
way and traffic control permits, demolition, and excavation per-
mits, which could take up to three months to be approved by the
Register of Works. This is why, on average, a small construction
company takes 1,618 hours to complete this type of procedure.

Small food-processing establishments (manufacturing) and
food retailers (trade) must comply with licensing payments and
pest control requirements. The former also involves keeping
audit records, while the latter requires quarterly electrical sys-
tem controls and monthly sanitation reviews due to COVID.

In total, small businesses spend approximately 260 hours a year
to meet the specific requirements of their economic activity.

b.4 Final considerations

In recent years, Chile has automated several procedures re-
quired by the government for the legal operation of companies
in the country. This has facilitated and reduced the time that
businesses spend dealing with the bureaucratic burden. How-
ever, these improvements can’'t be measured since there is no
historical data prior to this study that would be comparable.

In addition, it should be mentioned that Chile has not fully
adapted to the recent automation, since there are companies
that continue to perform these procedures in person. This is es-
pecially true in regions where companies are less informed, so
it is essential to give them the tools to adapt to this change and
thus reduce the time they spend on bureaucratic procedures.

On the other hand, there are certain administrative require-
ments that are related to internal functions of the company.
For example, in the case of tax returns, the process becomes
much less tedious and requires less time when the company
keeps its records in a simple and organized way.

Finally, we observed that the biggest administrative obstacles
are in the Secondary sector, specifically in construction. This
economic activity faces a series of challenges related to work
permits, which take an enormous amount of time to be re-
solved, hence concluding that construction is the sector most
affected by bureaucracy in the country.
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b.1 Production Structure

In order to know the production structure
of Ecuador, we used the Quarterly National
Accounts report (Bulletin No. 117) present-
ed by the Banco Central del Ecuador (BCE).
In 2020, the Tertiary sector was the most
representative with a 56.8% contribution to
GDP, followed by the Secondary sector with a
weight of 29.6%, and finally the Primary sec-
tor with a share of 13.6%.

The most representative activity by sector
was identified by analyzing their share in
GDP in the following periods: 2019, as it was a
pre-pandemic year; 2020, which was the last
year with available data when this document
was prepared; and the average for the 2000-
2020 period. Within the Primary sector, ag-
riculture was the most representative activity
with a share of 9.3% between 2000 and 2020.
For the purposes of this report, aquaculture
and fishing activities will be considered with-
in agriculture, bumping this group’s partic-
ipation to 10.6% in GDP. In the Secondary
sector, manufacturing was the predominant
activity with an average of 14.2% in the period
studied, as well as the construction field with
a weight of 9.5%. In the Tertiary sector, trade
(11.6% of GDP) and education, health, and so-
cial services (8.1% of GDP) stand out.

This selection is substantiated by analyzing
the different activities according to the num-
ber of companies, the level of sales and the
registered employment positions. According
to information from the Directory of Com-
panies and Establishments (DIEE) 2020, pre-
pared by the Instituto Nacional de Estadistica
y Censos (INEC, 2021), when analyzing total
sales according to economic activity (ISIC,
Rev. 4 Code - 1 digit) wholesale and retail
trade; manufacturing industries; and agricul-

Fig. 6.1 Production structure by sector (% GDP)

SECTOR/INDUSTRY 2019 2020

Agriculture 8.3% 9.3% 9.3%
Aquaculture and shrimp fishing 0.6% 0.6% 0.6%
Fishing (excluding shrimp) 0.5% 0.5% 0.7%
Oil and mining 5.8% 3.1% 8.3%
PRIMARY SECTOR 15.2% 13.6% 18.8%
Oil refining 1.1% 1.8% 1.7%
Manufacturing (excluding oil refining) 14.6% 15.8% 14.2%
Electricity and water supply 1.8% 1.9% 1.5%
Construction 11.7% 10.1% 9.5%
SECONDARY SECTOR 29.2% 29.6% 26.9%
Trade 9.8% 9.8% 11.6%
Accommodation and food services 2.4% 2.0% 2.0%
Transportation 5.9% 5.6% 6.4%
Mail and Communications 1.9% 2.1% 2.3%
Financial service activities 3.8% 4.1% 3.0%
Professional, technical, and administrative

activities 8.0% 7.7% 6.9%
Education and health and social services 9.7% 11.2% 8.1%
Public administration, defense; compulsory

social security plans 6.9% 7.9% 6.5%
Private households with domestic service 0.6% 0.5% 0.4%
Other services (*) 6.4% 5.8% 7.0%
Tertiary SECTOR 55.5% 56.8% 54.3%
TOTAL GDP 100% 100% 100%

Source: Banco Central del Ecuador (2021), Quarterly National Accounts Bulletin No. 117
(*) Includes: Real estate, entertainment, recreation, and other service activities



INDEX OF BUREAUCRACY IN LATIN AMERICA 2022

ture, livestock, forestry, and fisheries are in the top places. In
terms of the number of companies, commercial; and agricul-
tural, livestock, forestry, and fishing activities stand out in the
first and second place; while trade and manufacturing indus-
tries are the two activities that employ the most people. (See
Annex 6.A.1; 6.A.2 and 6.A.3)

In Ecuador, the categorization of companies according to size is
given by the level of sales and by the number of employees; the
first criteria being the prevalent one (INEC, 2021). Below are the
companies classified by size:

Fig. 6.2 Categorization of companies by size

Size Annual sales Employees
Micro < 100,000 1t09
Small 100,001-1,000,000 10to 49
Medium category “A” 1,000,001-2,000,000 50to 99
Medium category “B” 2,000,001-5,000,000 100to 199
Large 5,000,001 = 200 or more

Source: Directory of Companies and Establishments (DIEE) 2020

According to this classification, small businesses in Ecuador
are those with annual sales volumes ranging from US$100,001
to US$1,000,000, or that have 10 to 49 people employed. In
2020, small businesses accounted for 6.15% of the total number
of companies, their sales accounted for 10.64% of the total, and
they occupied 17.52% of the total employment positions.

5.2 Representative economic activity of sml
businesses by sector

As stated in the previous section, and based on the Business
Ranking of the Superintendence of Companies (2021), the small
companies representing each of the sectors (ISIC, Rev. 4 code -
6 digits) must have the following characteristics:

Primary sector: company dedicated to the exploitation
of shrimp farms and shrimp larvae (A0321.02), with sales
ranging from $100,001 to $1,000,000, and employing be-
tween 10 and 49 people.

Secondary sector: company engaged in the manufacture
of garments from woven, knitted, and crocheted fabrics,
non-woven fabrics, among others (C1410.02), as well as a
company engaged in construction of all types of residen-
tial buildings (F4100.10), with sales ranging from $100,001 to
$1,000,000, and employing between 10 and 49 people.

Tertiary sector: commercial company dedicated to the
sale of parts and accessories for motor vehicles (G4530.00),
company devoted to elementary education (P8510.21), both
with sales ranging from $100,001 to $1,000,000, and em-
ploying between 10 and 49 people.

b.3 Results

For the development of the IB-LAT for Ecuador, the admin-
istrative, accounting, and management staff of 12 companies
in the representative sectors were interviewed, as well as ex-
perts in the field. Figure 6.4 shows the summary results by
economic sector and group of procedures. The average time
(weighted by sector participation in GDP) that a small compa-
ny in Ecuador spends to comply with different bureaucratic
procedures is 395.05 hours/year.

The Secondary sector is the one facing the greatest bureaucrat-
ic burden, with 644.48 hours/year, in particular due to the spe-
cific procedures for certain activities in the sector. Consequent-
ly, the Primary and Tertiary sectors bear a similar burden, 272
and 294.52 hours/year respectively, which represents half the
time, compared to the Secondary sector.

Fig. 6.4 Annual hours by sector and by group

Group of Procedures
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Weighted Avg.

Adm. of Employment 46.50 46.86 33.84 4240 39.42

Adm. of Operations 152 18756 169.25 169.60 172.32

Other Bur. Procedures 7350 410.05 91.43 19166 183.31

TOTAL 272 644.48 294.52 403.66 395.05

Fig. 6.3 Number of companies, total sales, and employment recorded by company size

No. of Total
t % Total Total sales % Total employment % Total
companies rl
positions
Micro 777614 91.89% $1,457,685,200 1.00% 747,660 26.28%
Small 52,079 6.15% $15,499,475,628 10.64% 498,359 17.52%
Medium category 1 7,565 0.89% $9,031,485,632 6.20% 214,539 7.54%
Medium category 2 5,075 0.60% $14,275,194,538 9.80% 258,860 9.10%
Large 3,932 0.46% $105,405,424,371 72.36% 1,125,600 39.56%
TOTAL 846,265 100% $145,669,265,369 100% 2,845,018 100%

Source: Directory of Companies and Establishments (DIEE) 2020



In total, 63 procedures were identified, of which 38 are applicable
to all companies (although not all companies comply with each
one of them), while 25 are specific to the production activity of
the sample companies. Regarding paperwork, 47% of the total
procedures are digitized, however, most of the general compli-
ance procedures are digitized, and those which are not mainly
relate to inspections or industry-specific communications to the
responsible government office.

6.1 Administration of Employment

The total procedures for this category are 15, of which 7 relate to
salaries, taxes, and contributions, 6 to hiring and firing, and 2 to
work reports. The same apply to all companies, however, the work
reports to INEC are random.

Fig. 6.5 Time required for Adm. of Employment procedures (h/y)

Subgroup
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Weighted Avg.

Salaries, taxes, and

contributions 18.00

18.00 18.00 18.00 18.00

Hiring and firing 26.00 28.61 10.14 2158 1777
Work reports 2.50 0.25 5.70 2.82 3.65
TOTAL 46.50 46.86 33.84 42.40 39.42

In general, each procedure represents similar average times across
all sectors. The differences are mainly in the annual turnover of
staff, which differs according to the need of the different activities.

As for salaries, taxes, and contributions, the procedures are as-
sociated with the monthly payment of contributions to the In-
stituto Ecuatoriano de Seguridad Social (IESS), as well as the en-
rollment and calculation of benefits such as profit sharing, and
thirteenth and fourteenth salaries.

With regard to hiring and firing, companies must notify the IESS
and the Ministerio de Trabajo of each enrollment, as well as each
dismissal. Compliance with these procedures is done digitally
and does not represent major difficulties for companies. The
differences in the number of hours devoted to this subgroup are
determined by staff rotation in the companies analyzed.

Work reports include the notification of salary changes made on
the IESS website and the INEC statistical reports. These proce-
dures, however, do not apply to all activities.

6.0.2 Administration of Operations

The bulk of the paperwork in this category, and the number
of hours spent completing it, corresponds to the payment of
taxes. In fact, of the 21 procedures identified, 15 relate to the
payment of taxes, 2 to vehicle administration, and 4 to the
management of health and safety at work.

Fig. 6.6 Time required for Adm. of Operations procedures (h/y)

Subgroup
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Weighted Avg.

Taxes 152.00 153.56 152.00 152.52 152.46

Vehicles 0.00 13.00 6.09 6.36 7.31

Health and Safety 0.00 2100 1116 10.72 1255

TOTAL 152.00 187.56 169.25 169.60 172.32

As for tax payments, the same procedures are carried out by
all companies, except for the construction sector, which is sub-
ject to two specific additional procedures.” On average, it takes
companies 152 hours a year to pay taxes. Tax payments repre-
sent 56% of the total bureaucratic burden for Primary sector
companies, 24% for Secondary sector companies, and 52% for
Tertiary sector companies.

Of these, 47% are processed by the Servicio de Rentas Internas
(SRI), 27% are municipal, and 13% are required by the Superin-
tendencia of Compaiiias (Super Cias). It should be noted that
most of the procedures of this subgroup are digitized.*

Procedures related to vehicle management include annual ve-
hicle inspection and new vehicle registration. Naturally, these
procedures are only carried out if necessary, so not all activities
record time devoted to them.

“If the page doesn't collapse . ..”

Despite the high degree of digitization that most
general compliance procedures have in Ecuador
(those with organizations such as the IESS, Mi-
nisterio de Trabajo, SRI, and Super Cias), a cons-
tant problem companies face is the frequency of
which web portals collapse, especially in times of
increased traffic. Procedures can take twice as
long when the portal in not functioning correct-
ly, but the main difficulty results from the fact
that the loaded information can be lost, forcing
users to repeat the process.

Finally, this category covers the hours for occupational health
and safety management, which encompasses required com-
pany trainings, submitting the health and safety plan, and re-
cording management indicators. Additionally, companies must
update their health and safety regulations every two years. For
the fulfillment of the training requirement, companies hire
external authorized providers, while the design of the annual
plan and the collection of information is usually done in-house.
It should be noted that not all companies interviewed comply
with these requirements.

% Contribution to the Junta de Beneficencia de Guayaquil (Guayaquil Charity Board) and contribution to the Universidad de Guayaquil.
% The municipal procedures included in the report are required by the Gobierno Auténomo Descentralizado de Guayaquil (GAD) and can be
carried out completely online. However, there are municipalities in the country where the same degree of digitization does not exist, so for these

cases the number of hours is higher.



6.3.3 Other Bureaucratic Procedures

This category includes those procedures specific to the activity
in which the company operates, as well as the special inspec-
tions and controls required annually for the operation of the
company. This group of procedures represents a differentiating
factor for Ecuador’s score, in particular for the set of procedures
that are specific to certain activities such as shrimp farming,
construction, and elementary education.

Fig. 6.7 Time required for Other procedures (h/year)
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Weighted Avg.

Specific/Production 5 55 33130 8805 16378 157.88
activity
Inspection/Control 150 7631 150 26.44 23.65

Special Authorizations  0.00 2.44 1.87 1.44 1.79

TOTAL 7350 410.05 9143 19166 183.31

In fact, for the Primary sector, the group of procedures specific to
shrimp farming represent 26% of the time devoted to the bureau-
cratic burden. Meanwhile, for the Secondary sector, construction
companies endure more than 1,000 hours dealing with proce-
dures specific to their activity, which represents more than 80%
of the total. In a similar manner, companies providing elementary
education spend 43% of the time complying with procedures re-
quired by sector regulators.

The advantages of not having a government
ministry of their own

The shrimp sector is subject to various activity
-specific procedures such as fees and inspections
that require several hours per year to complete.

However, a fact highlighted by representatives of
the sector and economic analysts is that this ac-
tivity benefits from not having its own ministry
and, therefore, not being over-requlated. Indeed,
analyst Walter Spurrier (2022) points out that,
since the industry operates in the narrow strip be-
tween land and sea, it has been off the radar of the
regulations that apply to agriculture and fishing.
Along the same lines, Alberto Dahik (2022) says that
the activity was developed thanks to the fact that
there is not, and never was, a “National Institute
of Shrimp.”

27 https: //www.gob.ec /acerca-gobec

Other requirements in this category are inspections of general
compliance such as those required by the fire department; oth-
ers more specific such as ARCSA, which garment manufactur-
ing companies must comply with; and special authorizations
such as the anti-money laundering training or the operations
and transactions report with the Unidad de Analisis Econdémico
y Financiero (UAFE), required for construction companies.

6.4 Final considerations

In recent years, Ecuador has scored poorly on international
indicators rating its ecosystem for business development. For
example, in the latest edition of Doing Business 2020 the coun-
try ranked 129th out of 190 economies. In a similar way, accord-
ing to the latest information from The World Bank’s Enterprise
Surveys (2017), 32.7% of Ecuadorian companies identify tax ad-
ministration as a significant limitation, and 23.5% feel the same
about obtaining licenses and permits.

Recently, however, there have been efforts from the government
authorities to change this situation. In 2018, the Organic Law for
the Optimization and Efficiency of Administrative Procedures
was introduced, making the simplification of procedures a state
policy, and creating the Portal Unico de Tramites Ciudadanos
(Gob.ec) or single window, that serves as a guide to procedures
in Ecuador. As reported on the portal, online procedures went
from 21% (October 2018) to 35% (December 2019).

As discussed in this report, much of the general compliance
procedures in Ecuador have been digitized. This has resulted
in a significant reduction in the time spent on bureaucratic
processes, which currently represents a lower burden than
that expressed in the above-mentioned international reports.

However, beyond the improvements in digitization, Ecuadorian
companies are still subject to a wide range of procedures. In
particular, every year companies must comply with at least 15
processes related to the payment of taxes. This number could
be higher if certain conditions were met, such as, for example,
if the company keep assets abroad or if it engaged in transac-
tions requiring the payment of the capital exit tax.

On the other hand, although the procedures related to the Ad-
ministration of Employment do not represent a significant time
expense to the companies considered in the study, the time spent
on this category could be higher if the company had a larger num-
ber of employees. This could mean that a longer time is needed
to verify the information related with the monthly social security
payments, and the yearly reports that should be sent to the Min-
isterio de Trabajo concerning employee benefit payments.

Finally, there are sectors that encounter greater difficulties due
to procedures specific to their activity. Shrimp farming, educa-
tion, and especially construction, spend a considerable amount
of time sending reports, attending inspections, or obtaining
permits. In order to alleviate this burden, the requirement that
certain reports must be brought in person to the relevant en-
tity for approval could be eliminated; as well as some duplicate
procedures that could be improved by allowing public entities
to cross-reference information. In conclusion, there are oppor-
tunities for improvement in optimization and continued simpli-
fication of procedures, as enacted by law in 2018.


https://www.gob.ec/acerca-gobec
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Total Sales

Economic Activity

Wholesale and retail trade; repair

Annex 6.A.1 Total sales by economic activity

Total %

0,

of motor vehicles and motorcycles $55,659,598,660 38.21%
Manufacturing industries $30,658,873,462 21.05%
ﬁA_gncm_JIture, livestock, forestry, and $10,019,336,488 6.88%

sheries
Financial and insurance activities $9,910,268,126 6.80%
Mining and quarrying $8,598,521,380 5.90%
Transport and storage $5,537,537,283 3.80%
Information and communication $4,511,931,640 3.10%
Construction $3,530,541,207 2.42%
Profe.sswnol,. s.C|lent|ﬁc, and $3.165,707.769 217%
technical activities
Suppl_y of eIe_c_trlc_lty, gas, steam, $2.937.200.562 2.02%
and air conditioning
Hur_ncln health care and social $2.525.122.984 1.73%
assistance
Adm_mlstrot!vg_ond support $2.105,896,551 1.45%
services activities
Education $1,835,733,178 1.26%
Accommodation and food service $1,480,282,795 1.02%
Real estate activities $1,227,374,885 0.84%
Other service activities $854,803,756 0.59%
Water distribution; sewage, waste
management, and sanitation $822,922,834 0.56%
activities
Arts, entertainment, and recreation $267,166,469 0.18%
Public odmlnlstratlon oqd defense; $20.445.340 0.01%
compulsory social security plans
Total $145,669,265,369 100.00%

Source: Directory of Companies and Establishments (DIEE) 2020
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Annex 6.A.2 Number of companies by economic activity

Economic Activity

Wholesale and retail trade; repair of motor

Number of
companies

Total %

Annex 6.A.3 Registered employ. positions by economic activity

Economic Activity

Wholesale and retail trade; repair of mo-

Total
Employm.
positions

527,356

Total %

18.54%

vehicles and motorcycles 290,635 34.34% tor vehicles and motorcycles
Agriculture, livestock, forestry, and fisheries 80,784  9.55% Manufacturing industries 355,268 12.49%
Transport and storage 78,459  9.27% Education 302,150 10.62%
- e e 0, H H. 7 . _
Other service activities 74,937 8.86% PUE'(')? Og(gll'glls;;itl(:'? Unl‘i::fensev com 291,970 10.26%
Manufacturing industries 70,449  8.32% pulsory soct unty
Professional, scientific, and technical 61573 728% Agriculture, livestock, forestry and fish- 223358  7.85%
activities ’ : eries
Accommodation and food service 54,974  6.50% Human health care and social assistance 157,400 5.53%
Construction 26,755 3.16% Transport and storage 155,106 5.45%
Education 24,842  2.94% i ientifi i
0 Pro_fe_syonol, scientific, and technical 151.196 5.31%
Human health care and social assistance 21,323 2.52% activities
Real estate activities 20,879 2.47% ﬁ;]trir\\/;?iles;rotlve and support services 150,756 5.30%
Qéjtri\;llligles;ratlve and support services 18,401 217% . o o : .
Accommodation and food service activ- 106,987  3.76%
Information and communication 7997 0.94% ities
Arts, entertainment, and recreation 5,688 0.66% Construction 98,398  3.46%
Financial and insurance activities 2,778  0.33% Financial and insurance activities 70,497  2.48%
Public administration and defense; 2104  0.25% Other service activities 69,047  2.43%
compulsory social security plans ' )
. . Information and communication 52,098 1.83%
Mining and quarrying 1,735 0.21%
e Real estate activities 41,464  1.46%
Water distribution; sewage, W(]S'Fe. . 1569  0.19% — :
management, and sanitation activities Mining and quarrying 33,829 1.19%
Supply of electricity, gas, steam, and air Water distribution: t -
ly of 483  0.06% ater distribution; sewerage, waste man 0
conditioning agement and sanitation activities 22812 080%
Total 846,265 100 % Supply of electricity, gas, steam and air
Source: Directory of Companies and Establishments (DIEE) 2020 ppy . ¥ 9as, 18,750 0.66%
conditioning
Arts, entertainment and recreation 16,576  0.58%
Total 2,845,018 100%

Source: Directory of Companies and Establishments (DIEE) 2020
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11 Production structure

Location of small enterprises. Identification of representative
enterprise by sector.

The classification of companies in Mexico is determined by the
number of employees and level of sales, which were established
since 2009 (Fig. 7.1), when the most recent classification was pub-
lished.?® According to INEGI criteria, micro-enterprises are char-
acterized by having fewer than 10 employees and annual sales of
less than 4 million pesos; while small companies employ on av-
erage between 11 and 13 workers and generate sales below 100
million pesos.

Both micro and small businesses can be formal or informal com-
panies, and they are of great importance to the Mexican econ-
omy as micro and small companies occupy 52% of all employed

personnel, according to data from the 2019 Economic Census.
Large companies represented 32.1% of the total. To analyze
companies according to their classification, the North Ameri-
can Industry Classification System (NAICS)* 2018 version was
used. This is a useful tool for collecting, analyzing, disseminat-
ing, evaluating, and comparing statistical information from the
economies of Canada, Mexico, and the United States.

According to these censuses, in Mexico, small and medi-
um-sized enterprises represent 4.9% of companies, while mi-
cro-businesses make up 94.9% of companies. Large companies
represent 0.2% of all establishments (INEGI, 2019c, p.3).

However, in view of the destructive effects of the COVID-19
pandemic on the national economy, INEGI analyzed the mor-
tality of enterprises in the years 2020 and 2021, and the effect
on formal and informal micro-enterprises. The data showed
a strong impact, because of the existing micro-enterprises in

Fig. 7.1 Categorization of companies according to sales and number of employees

Stratification
Micro Small Medium
Sector E“LF;';’V‘ r?ﬂ;é:(:rﬁmgrlm coml:;li-ggti on+ Employees zﬁl%ﬁﬁﬁgr'\ co.lr-r?ll:;irr::c:%:m Employees I%%I%Erﬁmgrl\ comlr;li-ggti on®
Industry 0-10 <$4 4.6 11-50  $4.01-%$100 95 51-250 $100.1-$250 250
Trade 0-10 <$4 4.6 11-30  $4.01-$100 93 31-100 $100.1-$250 235
Services 0-10 <$4 4.6 11-50  $4.01-%$100 95 51-100 $100.1-$250 235

*Top Combination = (Employees) x10% + (annual sales) x 90; mxp= Millions of pesos

Source: National Institute of Statistics and Geography [INEGI] (2019c) Economic Census 2019 | Micro, small, medium and large companies.
Stratification of establishments. Economic Censuses 2019

28 Current classification for Mexico in 2022. However, for its last census, INEGI used only the employed personnel to differentiate between the
size of the companies. This, according to INEGI, is in continuity with previous publications on stratification; the most recent is published in the

Official Journal of the Federation from December 30, 2002.

2 The SCIAN (NAICS) 2018 is made up of 20 sectors of economic activity, which in turn are divided into 94 subsectors, 306 branches, 615 sub-
branches, and 1,084 classes of activity, of which 994 are covered by the 2019 Economic Censuses of the National Institute of Statistics and Geog-

raphy (INEGI).
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Fig. 7.2 Micro-enterprises and the effects of COVID-19, according to their formality

Proportion
according to Formal Informal
INEGI
) ) 37.40% 62.60% 100%
2019 Total economic units

1,795,258.00 3,004,898 4,800,156

Census
Microenterprises (2019 Census) 95% 1,703,699.84 2,851,648 4,555,348
Survived COVID 2020 83% 1,407,085.70 2,229,989 3,637,075
cE?f\e/::Ec) Survived COVID 2021 77% 1,077,968.35 1,927,714 3,005,683
Microenterprises that remained in 2020 (2019 Census) 63% 68% 66%

Source: Own elaboration with data from INEGI (2019b, 2020, and 2021b)
2019; by 2021 only 63% of formal enterprises and 66% of infor-

mal enterprises still existed. In real numbers, of the 4,555,348 ’.2 Ahn"l mml‘n a“[l small [mmpamﬂs
micro-enterprises registered in 2019, only 3,005,683 sur-
vived; of which 1,077,968 are formal and 1,927,714 are informal. With this in mind, the following companies for the Primary, Sec-

Figure 7.3 shows that the majority of employed personnel ondary, and Ter.tiary sectors were selected considering the per-

for 2008, 2013, and 2018 concentrated in micro-enterprises. .centages of busmesses and employees with respect to the totals

For 2018, the percentage of personnel employed by micro- in their economic sectors.

enterprises was 37.2%; while in small companies it was only Primary sector: Company engaged in agriculture, livestock,

14.8%, which represents the lowest value for that year. forestry, fishing, and hunting (sector 11). Of this category, the
2022 Index was developed by interviewing companies en-

According to INEGI (2019; p. 4), public insecurity is the main gaged in livestock and berry production for export.

problem reported by establishments (micro, SMEs, and large)
to carry out their activities. However, companies consider
that the excess of bureaucratic procedures to operate is also
a significant burden, placing it in fourth place, after high

Secondary sector: Company engaged in manufacturing in-
dustry (sector 31-33). In this area, the 2021 Index was de-
veloped by interviewing a company producing processed
food for sale to supermarkets and aviation industry; a com-

costs of utilities (water, electricity, and telephone services) pany manufacturing Styrofoam—an important supply in the
and taxes. Also, the economic census projected a significant packaging and construction industries—and one more in-
lag in the adoption of information technologies because only volved in the recycling of both organic and inorganic waste,
26 of every 100 establishments have computers, and 23 out of as well as the installation of waste management plants for
100 have internet (INEGI; 2019; p. 4). the conversion of inorganic waste into electrical energy.

Fig. 7.3 Total employed staff by size (2008, 2013, 2018)

41.8

39.8

Micro Small Medium Large
(0—10 employees) (11-50 employees) (51-250 employees) (251 and more employees)

] 2008 2013 [ 2018

Source: Instituto Nacional de Estadistica y Geografia [INEGI] (2019) 2019 Economic Census | Micro, small, medium, and large
companies stratification of establishments
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Tertiary sector: Commercial enterprise (sector 46), profes- dex was developed by interviewing companies engaged in
sional services (sector 54), temporary accommodation and the retail trade of gasoline, the provision of elementary ed-
food and beverage preparation services (sector 72), and ed- ucational services, a small hotel, a cafeteria, an advertising
ucational services (sector 61). In this category, the 2021 In- agency, and an accounting firm.

Fig. 7.4 Structure of micro and small companies in Mexico, by employees and economic sector

Number of employees
in small companies/
total employees in
their economic sector
(%)

Number of Number of employees

. p . . Number of small
microenterprises/  in microenterprises/

companies/total
companies in their
economic sector (%)

Economic sector total companies in total employees in
their economic sector their economic sector
(%) (%)

Sector 11 Agriculture, animal husbandry,
forestry, fishing, and hunting (only fishing 80.97% 20.73% 15.44% 37.28%
and aquaculture)

Sector 21 Mining 71.61% 3.46% 16.98% 5.72%

Sector 22 Generation, transmission,
distribution, and commercialization of

electrical energy, supply of water and 61.87% 4.04% 27.05% 8.14%

natural gas through pipelines to the final

consumer

Sector 23 Construction 46.76% 6.01% 39.34% 26.44%
Sector 31-33 Manufacturing industries 94.42% 19.01% 3.88% 7.24%

Sector 43 Wholesale trade 87.48% 22.16% 9.85% 17.31%
Sector 46 Retail trade 98.84% 62.53% 0.97% 6.30%

Sector 48-49 Transport, mail, and storage 52.56% 4.85% 32.31% 15.59%
Sector 51 Information in mass media 76.37% 5.57% 17.42% 7.73%

Sector 52 Financial and insurance services 86% 7.76% 10.56% 5.63%

ireocézl;tSf Real estate and rental services of 94.07% 48.09% 5.08% 20.01%
Secto.r 54 Professmnql, scientific, and 89.21% 30.96% 8.97% 21.47%
technical services

Sector 55 Corporate 61.26 0.33% 17.42% 1.19%

Sector 56 Business suppo_rt,_woste _ 89 86% 5.55% 5.04% 3.46%

management, and remediation services

Sector 61 Educational services 71.82% 17.28% 23.83% 31.45%
f:::\;ciLSZ Health and social assistance 95.18% 54.18% 4.47% 21.76%
Sect_or 71 Cultural and spo_rts entert_cunment 94.71% 42 44% 4.43% 15.69%
services and other recreational services

Sector 72 Temporary qccom_modothn and 96.31% 50.42% 3.31% 14.74%
food and beverage preparation services

Sector 81 Other services except 98.29% 78.93% 1.60% 12.72%

government activities

Source: Own elaboration with data from INEGI (2019b). 2019 Economic Census.




According to its share in the Gross Domestic Product (GDP), the
Tertiary sector contributes the most with 53%, followed by the
Secondary sector (41%) and the Primary sector (6%) (INEGI, 2019).

COviD-12

In the wake of the COVID-19 pandemic, INEGI conducted the Survey
on the Economic Impact of COVID-19 on companies (ECOVID-IE),
to find out the effects on Mexican companies, which showed that
of 1,873,564 companies consulted, 96.25% received no government
support. Of the total companies surveyed, 6.84% were small- and
medium-sized enterprises; and 92.25% were micro-enterprises.

The survey also indicated the causes for which they did not re-
ceive the support intended to help companies weather the im-
pact of COVID-19, as follows: 30.75% said they had no knowledge
of it, 20.88% said that requesting it was too complicated, 4.79%
said they did not meet the requirements, 12.63% said they did
request it but did not receive the assistance, and 24.45% consid-
ered that it was not necessary to request support. For small- and
medium-sized companies in particular, the most common rea-
son was not deeming it necessary (38.64%), followed by not hav-
ing knowledge of it (29%). In the case of micro-enterprises, the
order is reversed, as 32.35% of them said they had no knowledge
of it and 24.09% thought they did not need support.

Of the medium and small companies surveyed, 99.47% said they had
implemented public health mitigation measures, while 97.98% of the
micro-enterprises did as well. In addition, 16.59% of Mexican compa-
nies enforced temporary closures or partial suspension of technical
operations due to the situation; 9.7% of medium and small enterpris-
es and 17.18% of micro-enterprises implemented these measures.

The Business Demography Study (EDN) 2020 and 2021 was also
conducted, with the purpose of identifying the changes that
Mexican micro, small, and medium companies have had in the
context of the COVID-19 pandemic. Regarding the morbidity of
establishments, the survey divided them into formal and infor-
mal, resulting as follows (Fig. 7.5).

According to 2019 censuses, of the 4,800,157 establishments
in Mexico, 37.4% are formal and occupy 81.1% of the employed
staff. Paid staff receive an average of 133,968 pesos annually.
Also, 6 out of 10 establishments are informal. Almost 8 out of 10
employees do not receive formal payment.

1.2 Description and analysis of general procedures for the
Administration of Employment—Sectoral particularities

The companies with less than 10 employees in the three
economic sectors arerequired to comply with basically the same
formalities and procedures in relation to the administration of
their personnel. Particularly important are the tax payments
related to payroll, benefits, and other social security procedures
submitted to the “Instituto Mexicano del Seguro Social,”
including employer obligations related to retirement. The
employer contributions to housing funds through the “Fondo
Nacional de la Vivienda para los Trabajadores” (INFONAVIT) are
also considered. In addition, other payments that require more
time are those made for the protection of personal data, profit
distribution payments, and follow-up procedures to lawsuits
and arbitration awards. In these areas in total, companies
record approximately 298 hours/year.

There is a special situation regarding outsourcing. On
September 1, 2021, the outsourcing reform came into effect
in Mexico, that is, the labor system under which a company
outsources the hiring service. In other words, companies hire
other companies to carry out employment contracts. The
changes in outsourcing involved the reform of seven laws.*

For many companies, this reform to outsourcing meant adding to
their payroll employees who worked for them but were hired by
a different company. According to data from the Mexican Social
Security Institute, before the reform, approximately 5 million
people worked under the subcontracting system; of these,
in early August, half had already migrated to be hired directly
by the companies they work for. This change was intended to
benefit workers by giving them access to social security, greater
profit-sharing distribution, and above all, workplace seniority
recognition. The changes include the following:

* The subcontracting of personnel is prohibited, that is, when a
natural or legal person provides or makes available their own
workers for the benefit of another.

* Employment agencies, staffing companies, or intermediaries
may participate in recruitment, selection, and training of per-
sonnel, but in no case shall they be regarded as employers.

Fig. 7.5 Morbidity of micro and small enterprises during the COVID-19 pandemic and its formality

Formal Establishments
(1,795,258.718)

Closed Businesses

Surviving Businesses

Informal Establishments
(3,004,898.282)

Closed Businesses  Surviving Businesses

(%) (%) (%) (%)

Microenterprises 17.41% 82.59% 21.80% 78.20%
2020 - i

Small and medium com 21.76% 78.24% 0.00 0.00

panies

Microenterprises 23.31% 76.69% 32.40% 67.60%
2021 . ]

small and Medium com 20.52% 79.48% 0.00 0.00

panies

* The proportions were calculated by INEGI with respect to the number of establishments observed during the 2019 Economic Census (INEGI, 2019).
Source: INEGI, Business Demography Study (EDN) 2020 and 2021.

30 The seven laws: the Federal Labor Law, the Social Security Law, the Law of INFONAVIT, the Federation Tax Code, the Income Tax Law, the

Value Added Tax Act, and the Federal Workers’ Service Act.



According to the latest census of INEGI (2018), personnel
directly employed by companies in Mexico totaled 22,447,571,
and personnel employed by staffing companies (contracted by
outsourcing) is 4,685,356, which represents 17.3% of the total
for that year. On the other hand, the activity with the highest
percentage of employed personnel by outsourcing is “electric-
ity, water, and gas” with 42%,; followed by “mining” with 33.4%.
In other words, these are the activities where most people are
hired by outsourcing and where companies will see the great-
est impact from the legal reform.

This study found that Mexican companies with less than 10
employees spend an average of 298 hours in the Administra-
tion of Employment.

1.2.2 General description and analysis of procedures for the
Admiigtration of Operations—Sectoral parficularities

Micro enterprises spend on average 150 hours/year (weighted by
sector participation in GDP) for the Administration of Operations.
These hours include time spent on tax, vehicle, and occupational
health and safety procedures.

A recent and relevant change in the tax provisions came into ef-
fect in 2022, called “Régimen Simplificado de Confianza” from the
Servicio de Administracion Tributaria (SAT), or the Mexican tax
authority. The new rules are applicablet to individuals and compa-
nies whose income is less than 3.5 and 35 million Mexican pesos
(MXN), respectively, invoiced according to their economic activi-
ty; therefore, under these conditions, micro and some small busi-
nesses are impacted. The SAT has a registry of 2.1 million micro
and small businesses whose gross annual incomes do not exceed
35 million pesos, which represents 96% of the total number of
companies that will benefit from this new regime.

From 2022 on, individuals under this system will be required to
pay between 1% and 2.5% of their income.

The Mexican government argues that companies would benefit
by having greater liquidity. In other words, it provides companies
with more cash for their immediate expenses. This liquidity is ob-
tained in two ways:

1. Currently, individuals, being suppliers, pay taxes once their
sales are invoiced even if their customers, to whom they
sell, do not pay at the time of billing. However, from 2022 on
these individuals will pay their taxes only when they have
actually collected income from invoices.

2. When companies buy machinery and make certain invest-
ments related to their activity, they can deduct it to pay low-
er taxes. With the new simplified regime or “Régimen Sim-
plificado de Confianza” they will continue to deduct them,
but in less time and at higher rates.

Tax payment procedures include federal, state, and municipal tax
payments; preparation of declarations; procedures to obtain tax
certificates; updating of electronic signatures and records on fis-
cal status; procedures to generate electronic invoices; and pur-
chase of stamps to be able to issue vouchers. Local taxes mainly
include the payment of property tax, payroll taxes, and taxes re-
lated to vehicle ownership.

In order to determine the hours devoted to tax payment, infor-
mation from the PwC analysis for all countries was used. The re-
sults of the study included the payment of labor and consumption
taxes in the total hours spent paying taxes. Under this standard,
the hours invested by Mexican companies (with less than 10 em-
ployees) were calculated, resulting in an average of 237 hours,
only three below the one recorded by PwC.

1.2.3 General description and analysis for Other Bureaucratic
Procedures—Sectoral particularites

As for Other Bureaucratic Procedures, interviews and analysis
yield some particularities described below:

Figura 7.6 IB-LAT 2022. Mexico

Primary Secondary Tertiary Simple Avg. Weighted Avg.
TOTAL 620 467 541 543 506
ADM. OF EMPLOYMENT 298 298 298 298 298
Salaries, taxes, and contributions 104 104 104 104 104
Hiring and firing 194 194 194 194 194
Work reports 0
ADM. OF OPERATIONS 146 154 146 149 150
Taxes 131 138 131 133 135
Vehicles 12 12 12 12 12
Health and Safety at work 3 3 3 3 3
OTHER BUR. PROCEDURES 176 16 97 96 58
Legal changes 0
Certifications/Special Authorizations 168 8 4 60 16
Specific to productive activity 8 8 93 36 43




Fig. 7.7 Regulatory burden IB-LAT, breakdown vs. PwC. 2022.
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Total regulatory
burden. IB-LAT

Hours spent on
tax payments

C B+C

Hours spent on
tax payments
and employment

Hours Taxes for
Mexico PwC

Total hours spent on

tax payment

(hours) (ISR & VAT) R
Primary sector 620 131 104 235 240
Secondary sector 467 138 104 242 240
Tertiary sector 541 131 104 235 240
Average 543 133 104 237 240

Source: Own elaboration with data from INEGI

A tax service with more obistacles

The “Servicio de Administracion Tributaria” (SAT), or tax
administration service, presents a problem that was observed in
different states of the Mexican Republic, and has to do with the
quality of service provided to taxpayers. Different complaints
were observed about staff cuts that have pushed the institution
to appoint social service providers (usually young people
between 20 and 25 years old*) without previous experience, to
tend to taxpayers’ requests. This causes delays in procedures
and reduces the efficiency of trips to the SAT; people must return
several times to make clarifications or complete their processes.

Another notoriously problematic issue on the SAT is the delay and
saturation of appointments. Since the beginning of 2022, the SAT
agenda began to become saturated due to natural demand and also
some additional procedures that the authority requested from tax-
payers. The interviews revealed that the saturation problem could
produce significant delays for processes and compliance. The tax
authority has a virtual queue to process requests in which taxpay-
ers can be registered for days without getting a turn.

Single Feasibifty Opinion

The “Dictamen Unico de Factibilidad (DUF)’ or single feasibility opin-
ion must be processed by all companies or investment projects, which
is required for their opening, installation, operation, or expansion, to
comply with the applicable regulatory provisions. The DUF authorizes
a project on local sanitation, urban development, civil protection, en-
vironmental, and economic development. According to our interviews,
this process now takes between a year and a half to three years, where-
as in past administrations such procedures took about four months.

Waste management

It was observed that the issue of waste, as in 2021, continues to be
basic and without major demand for compliance with regulation.
For small businesses the procedures for waste management are
carried out locally and are authorized at the state or municipal
level. They basically refer to the treatment, recycling, reuse, col-
lection, storage, or final disposal of more than 50 kilos per day of

urban solid waste or any amount of waste that needs special han-
dling at the local level. The legal basis for such management is found
in local regulations and environmental regulations. According to
the information gathered from the 2021 interviewees, even with
specialists in waste management, in Mexico waste regulations are
quite basic and there is still little demand for compliance or efforts
by the authorities to enforce the law or regulations. Therefore, our
interviewees agreed that waste management does not represent a
significant number of hours per year for a small business.

Primary sector

A farmer involved with the production and export of vegetables men-
tioned his electricity cost has increased 28% because of a rate change.
This, in addition to tax requirements has forced him to alternate be-
tween formality and informality in order to pay the bills. In a similar
way, the livestock industry continues, as in 2021, having to deal with
burdensome health compliance regulations, raising concerns. For the
production and export of agricultural products, procedures have got-
ten difficult as the government prohibited intermediaries from pro-
viding phytosanitary certification services on site. So, now the farmer
must personally go to the nearest office of the relevant authority to
process permits, which delays the departure of the shipments up to 24
hours. Also, in the case of livestock, due to the high bureaucratic bur-
dentoachieve thebrucellosis® and bovine tuberculosis® “free acts”
the farmer has to hire specialized technicians, who are scarce in
the market. The brucellosis and tuberculosis scans determine the
level of certification of the cattle, which in turn defines the scope
that the commercialization of the cattle can have, with the maxi-
mum level being exports. The time dedicated to these procedures
can be up to three months, approximately 90 days.

Secondary sector

The regulations applicable to the Manufacturing, Maquila-
dora (foreign-owned manufacturing), and Export Services
Industry (Immex) continue to promote and encourage in-
dustrial activity intended for export. In the last decades and
until 2019, the Ministry of Economy was fundamental in the
establishment and development of Immex companies. Their
officials advised entrepreneurs, received requests, and of-

3 In Mexico, one of the requirements for obtaining a bachelor’s degree is to perform at least 480 hours of community service where students
apply the knowledge acquired in the classroom in a period ranging from six months to two years (Edo. Mex., 2022).

31t is an infecto-contagious disease caused by Mycobacterium bovis, transmissible to humans (zoonotic disease) through the consumption of
contaminated, unpasteurized dairy products or through contact with infected animals.

3 Infectious and contagious disease of chronic and progressive nature affecting cattle, is caused by a bacteria called Mycobacterium bovis (M.
bovis), is closely related to the bacteria causing human and avian tuberculosis.



fered support for issues that came up as a result of the im-
plementation of specific operations, in order to ensure the
growth of the sector. Imnmex companies became key pieces
to create sources of employment, strengthen Mexico’s trade
balance, and increase international competitiveness.

In 2019, however, a new wave of overregulations was imposed by
the Ministry of Economy to obtain compliance with the Immex
Program. That, combined with the lack of personnel due to pub-
lic sector cuts by the Federal Austerity Law, caused setbacks for
small businesses that will possibly be reflected in greater bur-
dens for the coming years. According to the “Consejo Empresarial
Mexicano de Comercio Exterior, Inversion y Tecnologia (COMCE)
Bajio,” five out of ten small businesses do not have a foreign trade
specialist to facilitate the required procedures. According to the
interviewees, the situation persists, and business processes are
perceived as overregulated.

Terfiary seclor

For the Tertiary sector, the study concentrated on the proce-
dures that require a significant investment of time for small busi-
nesses. Worth highlighting are ones related to compliance with
the local health and safety regulation due to COVID-19; addition-
ally, compliance with the filling of formats for economic censuses;
compliance with the regulation for the civil protection of facili-
ties; and the recording and reporting obligations for non-profit
organizations, including private schools and civil associations. In
the transportation sector, interviews confirmed the significant
bureaucratic burden they experience, especially when obtaining
permits, license plates, insurance, and toxicology screenings for
public transportation drivers. This regulation contrasts with the
procedures and requirements for vehicle owners and drivers that
have registered under digital applications.

Within the services sector, in terms of investment in time and
personnel that microentrepreneurs must devote to compliance
with the regulation, the broadcasters and /or advertising com-
panies that manage marketing of advertising spaces stand out.
In this overregulated industry, the microentrepreneur is re-
quired to comply with complex regulations on electoral matters
and economic competition, a situation that often requires them
to hire up to two full-time employees to be in charge of these
activities. In addition, a new law came into force on September
2021%* to regulate agencies, advertisers, and media companies
involved in advertising activities, establishing additional pro-
visions relating to contracts signed between the parties, and
the sale and resale of advertising space and collections. For the
broadcaster and/or advertising companies that manage radio
and television advertising spaces, compliance with this stan-
dard and the relative costs involved increased significantly in
2022. Compliance work consists of two types of compliance:
1) managing official and fiscal advertising airtime on TV/radio
with which broadcasters pay the government and political par-
ties in kind (free announcements); and 2) preparing documen-
tation for complying with economic competition regulatory
purposes. The free broadcasting of information and messages
from the Mexican State on radio and open television is possi-
ble because of the time made available to them through these

structures. As a whole, these times receive the generic name of
“official times” and are made up of State time and fiscal times.

The precise definition of official times, State times, and fiscal
times is found in the General Law of Social Communication, which
in Article 4 defines: 1) State time is 30 free daily minutes of trans-
mission that all radio and television stations, whether public or
private, are required to give the State; 2) Fiscal time is the daily air
time on radio and television that the State receives as payment in
kind for the use of federal concessions by commercial broadcast-
ers. Currently fiscal time is 35 minutes a day for radio stations and
18 minutes a day for television channels; and 3) Official time is the
sum of the State time and the fiscal time for each broadcaster. The
implementation of this law depends on the functions of several
institutions. During electoral times and for political parties, the
institution in charge is the “Instituto Nacional Electoral” or Na-
tional Electoral Institute, and for the regulation of official times, it
is the “Secretaria de Gobernacion” or Ministry of the Interior and
the social communication offices of each government unit.

In addition, according to electoral regulations, broadcasters are
required to grant political parties radio and television airtime
for the diffusion of advertising material during electoral times.
This becomes even more complicated when federal and munic-
ipal elections are held, which forces broadcasters to respect the
electoral ban, that is, during such seasons they are prohibit-
ed from broadcasting government advertising. Therefore, the
broadcaster must reschedule official times to avoid violating
the restrictions and at the same time comply with the obliga-
tions established in the General Law of Communication.

In regard to obligations relating to economic competition,
broadcasters are required to respond to requests for informa-
tion that the Federal Telecommunications Institute requires,
to frequently review the structure of the markets in the vari-
ous localities where the radio spectrum is segmented and dis-
tributed to broadcasters through concessions, and to avoid the
formation of monopolies. For this purpose, the broadcaster is
required to fill out forms and prepare robust documentation
for the purposes of economic competition analysis by the tele-
communications and broadcasting authorities.

1.3 Conclusions and final reflections

The Mexican government has made changes in regulatory poli-
cy and fiscal policy, some with positive results, although for the
most part, there has been an increase in the time spent by micro
and small businesses in meeting the regulatory requirements
imposed on them. Through interviews with accounting staff,
micro- and small-business entrepreneurs from different eco-
nomic sectors and regions of Mexico, as well as data collected
from public information sources, this study was able to detect
how many hours a company must spend each year to be able to
comply with all procedures associated with the Administration
of Employment and the Administration of Operations.

In Mexico, a micro or small company spends a simple average of
543 hours/year, and 506 hours/year weighted average (by sec-

3 Law for Transparency, Prevention, and Combating Improper Practices in Advertising Contracting



tor participation in GDP) to complete all the bureaucratic pro-
cedures established by the different levels of government. On
a weighted average, the Administration of Employment Proce-
dures takes 298 hours/year, while the Administration of Opera-
tions Procedures takes 149 hours/year.

There are specific problems in the Mexican bureaucracy that
were a common denominator among the interviewees. One ex-
ample is the digitization of procedures, an area in which Mex-
ico was making progress. However, the tax authority or “Ser-
vicio de Administracioén Tributaria” (SAT) has again requested
some procedures to be handled in person. This is perhaps one
of the reasons why there has been a general increase in the de-
lay in these types of procedures. The widespread saturation in
the SAT appointment system, and the lack of qualified custom-
er service staff have slowed down the fulfilment of taxpayers’
obligations.

The bureaucracy in Mexico shows a variation of approximately
11% from to 2021 to 2022. However, studies recently published
revealed some relevant data regarding the survival of the com-
panies during the pandemic. From 2019 to 2020, only 63% of for-
mal and 68% of informal businesses survived. It is particularly
surprising that these percentages have a difference of 5%; that
is, companies died practically at the same rate because of the
pandemic, whether they were formal or informal, according to
INEGI. These results open opportunities to review incentives to
encourage formality among micro and small businesses.

On the other hand, in the case of sectoral procedures, there are
areas of improvement especially for the Primary sector, where
more than 150 additional hours (620 hours/year) are spent com-
pared to the Secondary sector (467 hours/year) or Tertiary sector
(541 hours/year). The cases of livestock in terms of compliance
with phytosanitary requirements stand out, which, according to
micro-entrepreneurs, can delay commercial transactions due to
the complexity of the paperwork. Also, the broadcasting and ad-
vertising industry observes strong regulatory burdens that rep-
resent high costs for entrepreneurs and cannot be translated into
income opportunities for these companies. Rather, they prevent
companies from expanding their commercial potential by being
forced to supply the government with free airtime (official time)
as part of their contributions in order to avoid severe penalties.

Finally, an interesting reference fact to consider comes from
a survey conducted by the “Confederaciéon Patronal de la
Republica Mexicana” (Coparmex), one of the most important
business associations in Mexico. In this survey, members of
companies with less than 10 employees, were questioned on
their regulatory burden, revealing that, on average, they spend
49 hours a month to comply with the regulatory framework.
This means that in a year they spend approximately 588 hours,
or four hours more per week, than the time we estimated for
this study. We can conclude, that comparing our analysis to the
data collected by PwC and Coparmex, the results are equiva-
lent, within tolerable margins of error.
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Asociacion de Contribuyentes del Peru
José Ignacio Beteta, Alejandra Tupac Yupanqui

8.1 Production Structure

According to data from the “Superintendencia Nacional de Ad-
ministracion Tributaria” (SUNAT) or the Peruvian national tax
administration, and the fifth article of the Law on Promotion of
Production Development and Business Growth (Supreme De-
cree N° 013-2013-PRODUCE), annual sales are the main criteria
used to classify the size of a company. Small businesses have
annual sales greater than S/690,000 (150 ITU), and up to the
maximum amount of S/7,820,000 (1,700 ITU).

Fig.8.1 Classification of companies according to
annual sales (2020)

Annual sales

Up to the maximum amount of 150 Tax
Microenterprise Units (ITU), equivalent to S/ 690,000.00 or
$175,796.18*

Higher than 150 ITU and up to the maxi-
mum amount of 1,700 ITU, equivalent to S/
7,820,000.00 or $1,992,356.69*

Source: SUNAT. *According to the exchange rate on 08/08/2022

Small business

Also according to the SUNAT, the registry of formal enterpris-
es (as of December 2020) indicates that there were more than
1,788,000 formal enterprises in Peru, of which 95.24% were mi-
cro-enterprises and 4.12% were small businesses. However, it is
important to note that according to the “Encuesta Nacional de
Hogares” (ENAHO) or national household survey, during 2020,
85% of micro and small businesses were informal.

Fig. 8.2 Formal enterprises by size (2020)

On the other hand, the Central Reserve Bank of Peru indicates
the production structure of the country during 2020 was de-
fined as follows:

Fig. 8.3 Production structure by sector (2020)

Participacion

Sector PIB (%)
PRIMARY SECTOR 23.1%
Agriculture 6.4%
Fishing 0.5%
Metal mining 8.8%
Hydrocarbons 1.5%
Primary Manufacturing 3.6%
SECONDARY SECTOR 16.1%
Non-Primary manufacture 8.5%
Construction 5.6%
Electricity and Water supply 2.0%
TERTIARY SECTOR 60.8%
Trade 10.2%
Services 50.6%
Taxes 8.1%
GDP 100%

SIZE % N° of companies
Micro 95.24 1,703,745
Small 4.12 73,623
Medium 0.15 2,749
Large 0.49 8,783
Total 100.0 1,788,900

Source: SUNAT.

Source: NOTAS DE ESTUDIOS del BCRP, #21, March 18, 2021. Table 1(page 2)
https://www.bcrp.gob.pe/docs/Publicaciones/Notas-Estudios/2021/
nota-de-estudios-21-2021.pdf

The production structure is divided into three sectors. The Prima-
ry sector includes agricultural activities, fishing, metal mining, hy-
drocarbons, and Primary manufacturing. The most important eco-
nomic activity in this sector is mining and hydrocarbons, which
represent 10.3% of GDP, whose most representative product is
copper, followed by zinc and gold. The second most important
economic activity in the Primary sector is agriculture, accounting
for 6.4% of GDP with poultry, paddy rice, and potatoes as main
products.

The Secondary sector includes activities in non-Primary manufac-
turing, construction, and electricity and water supply. Non-Prima-
ry manufacturing is the largest, accounting for 8.5% of GDP. It in-


https://www.bcrp.gob.pe/docs/Publicaciones/Notas-Estudios/2021/nota-de-estudios-21-2021.pdf
https://www.bcrp.gob.pe/docs/Publicaciones/Notas-Estudios/2021/nota-de-estudios-21-2021.pdf

cludes food and beverages (27.1%); chemicals, rubber, and plastics
(20.4%)); textiles, leather, and footwear (12.4%); wood and furniture
(8.9%); among others with lower percentage participation. On the
other hand, construction and electricity and water supply repre-
sent 7.6% of the total GDP.

Finally, the Tertiary sector is the one with the greatest weight
within the country’s production structure, and its most represen-
tative economic activity is services, generating 50.6% of GDP. This
includes financial and insurance services (7.2% of GDP); telecom-
munications (5.7%); public administration (5.5%); transportation
and storage (4.3%); among others.

8.2 Reprosentative economic activity of sml
busineses by sector

To determine the representative activity of each sector, the SU-
NAT database was used to identify the economic activities with
the largest number of registered companies in each sector during
2021. Below is a list of representative activities that were consid-
ered when selecting the sample companies for this study.

Primary Sector:

Agricultural and livestock service activities, except
veterinary services

Cereals, oilseeds, and fodder crops

Secondary sector:

Manufacture of garments other than fur; manufacture
of furniture, furniture parts, box springs and mattresses
Tertiary sector:

Restaurants, bars, and taverns; food retail, beverages,
and tobacco in specialized stores

8.3 Results

The identification of general procedures that companies must
comply with, on a daily basis, was carried out through interviews
with experts and the revision of standards issued by the Minis-
try of Labor and Employment Promotion (MTPE), Ministry of the
Environment (MINAM), Ministry of Economy and Finance (MEF),
Superintendence of Banking and Insurance (SBS), National Su-
perintendence of Public Records (SUNARP), among others. Addi-
tionally, the list of processes was enhanced by adding industry
specific procedures for each economic activity, according to data
provided by employees, managers, accountants, and business
owners interviewed.

Asaresult, alist of 48 procedures was obtained, of which 15 are for
the Administration of Employment and 24 are for the Administra-
tion of Operations. In addition, 3 procedures refer to changes in
regulations and company compliance, while the last 6 procedures
correspond to industry-specific requirements due to the nature
of the business. For future analysis, it is important to mention that
weighted averages have been calculated according to the share of
the production sectors in GDP.

To determine how many hours a year the representative com-
panies of each sector invest to comply with the bureaucratic
obligations, the study considered the frequency, duration, and
number of people involved in each procedure. Indisputably, the
hardest hit is the Primary sector. Businesses in the Primary sec-
tor must invest more than 797 hours each year in the fulfillment
of procedures, which can be translated into more than 33 days.
The Secondary sector, in turn, invests more than 600 hours/year.
Entrepreneurs whose businesses are engaged in the manufacture
of garments and furniture must allocate about 25 days to comply
with the bureaucratic burden imposed by the public administra-
tion. Finally, the companies in the Tertiary sector engaged in the
food service (restaurants, bars, canteens, food retail), and spe-
cialized beverages and tobacco stores, devote about 509.9 hours
(21 days) per year to the fulfillment of procedures.

The large increase in the number of hours/year allocated for bu-
reaucratic procedures in the Primary sector is generated from
mandatory processes classified as “Other” since they are specific
to their economic activities. A more detailed description on the
origin of these procedures and the reasons they represent a sig-
nificant obstacle for the agricultural entrepreneurs will be cov-
ered later in the study.

Fig. 8.4 Annual hours by sector and group

Group of Procedures

Secondary
Weighted

Adm. of Employment 1958 2789 23.69 2372 23.42

Adm. of Operations 440.29 565.97 452.35 486.21 467.86

Other Bur. Proc. 337.23 767 33.86 126.25 99.72

TOTAL 797.10 601.53 509.90 636.18 591.00

8.8.1 Administration of Employment

This section is made up of three subgroups of procedures. The
first corresponds to those contributions linked to the payment
of salaries, which require an investment of 16.86 hours annually,
representing the category with greater weight in this section.
This includes pension contributions through “Administradoras
de Fondos de Pensiones” (AFP) or pension fund managers and
the “Oficina de Normalizacion Previsional” (ONP), the “Planilla
Mensual de Pagos” (PLAME) or monthly payroll statement, and
life insurance contributions.

The second subgroup includes all the procedures required
in the process of hiring and firing personnel, which includes
nine procedures, such as social security enrollment, person-
nel discharge in SUNAT, contract registration with the MTPE,
enrollment in accident insurance and life insurance, workers
affiliation to the AFP or ONP, among others. On average, these
procedures require 5.35 hours annually since the vast majority
of the processes have been fully digitized, they can be fulfilled
virtually in a matter of minutes, in addition to the fact these are
only necessary when an employee is hired or fired.



The third covers Other administrative obligations including work
reports, which are necessary in the face of specific circumstanc-
es that require compliance, such as the employee’s sick leave re-
port and the report that is issued to the insurer in case a worker
suffers an accident or illness. In the same way as the previous
category, they are not necessarily performed periodically, and
their processes are highly automated. That's why, on average,
they take 1.21 hours/year to perform.

Fig. 8.5 Time required for Adm. of Employment procedures
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Salaries, taxes, and contribu- 1379 2167 1675 16.86
tions
Hiring and firing 3.92 5.17 5.94 5.35
Work reports 1.88 1.06 1.00 1.21
TOTAL 19.58 27.89 23.69 23.42

Adm. of Employment/ Total (%) 2.46% 4.64% 4.65% 4.14%

8.0.2 Administration of Operations

Bureaucratic obligations related to the Administration of Oper-
ations have been classified into four categories. The first is tax
administration, which significantly exceeds the others, since on
average they require the investment of about 265 hours each year.
These include procedures associated with the payment of general
sales tax (IGV), property tax, utility taxes, income tax, among oth-
ers. The time it takes to comply with these procedures depends,
to a large extent, on the number and type of transactions the
company performs, as well as the amount of personnel available
to comply with every stage of the process.

In addition, the time required to complete some procedures may
vary depending on the region. Some municipalities offer different
services and deadlines, placing some entrepreneurs at a disad-
vantage, having to assume higher costs or deadlines compared to
their counterparts located in other districts or regions.

The second category of procedures is waste management, which
requires more than 15 hours/year and includes notification of
waste production, communications to SUNAT, and waste mini-
mization study. The latter is the only process that is not digitized
and, in the vast majority of cases, requires hiring a third party
to carry out the study complying with MINAM requirements.
However, despite the fact that the company is not the only one to
intervene directly in the fulfillment of this procedure, the entre-
preneurs continue to assume the time invested in the search for a
specialized service provider in the market.

On the other hand, in case the company owns a car, it must com-
ply with seven procedures related to vehicles. These include ve-
hicle insurance, vehicle inspection and registration, Hazardous
Materials Safety Permit, among others. In total, more than 79
hours/year are required to register, maintain, and decommis-
sion a vehicle, as well as dealing with the regulatory entities such

as the “Superintendencia de Transporte Terrestre de Personas,
Carga y Mercancias” (SUTRAN), SUNARP, and the “Ministerio de
Transportes y Comunicaciones” (MTC).

Finally, the Annual Occupational Safety Plan and the COVID Plan
are included in the Occupational Health and Safety category. On
average, they require more than 107 hours/year. However, the
process can be much lengthier—as one of the restaurant busi-
nesses in the Tertiary sector highlighted—as the process involves
the development of manuals that can be rejected or need adjust-
ments, resulting in delays to comply with these procedures.

Figura 8.6 Adm. of Operations procedures (annual hours)

Subcategories

Secondary
Tertiary
Weighted

Adm. Taxes 248.54 330.14 255.35 265.82
Waste Mgmt. 1425 1767 1500 15.26
Vehicles 6150 5817 9200 7951
Health and Safety 116.00 160.00 90.00 107.28
TOTAL 440.29 565.97 452.35 467.86

Adm. of Operations / Total (%) 55.2% 94.1% 88.7% 81.8%

0.0.9 Other Burgaucratic Procedures

Changes in requlations

Changes in fiscal regulation are often the most common, espe-
cially in the current government, requiring more than 6 hours/
year on average. On the other hand, changes in labor regula-
tions and commercial code are less frequent, thus requiring
less than 3 hours/year.

Procedures specific to economic actiity

The Secondary sector does not record any specific procedures.
The Tertiary sector indicates three procedures, which include
the municipal inspection of the premises, the health identifica-
tion card for workers, and the renewal of the health permit to
operate a food-related business. On average, these procedures
take up to 18.86 hours of time from employers and workers, par-
ticularly because most are not digitized and require the physical
presence of employees, demanding part of their working day.

The Primary sector bears the greatest bureaucratic burden
caused by specific procedures related to their economic activ-
ity. The interviewees pointed out that, unlike other industries,
many procedures exclusive to the agro-industrial sector have
not been digitized and retain the same requirements and pro-
cesses established more than a decade ago.

Companies engaged in the production, sale, and export of agri-
cultural products must comply with the phytosanitary certifi-
cate for each container they export. This is a process that even
small businesses do almost weekly, thus increasing the number of
hours for these procedures, which could exceed 830 hours/year.



This group of procedures has many weaknesses that, if im-
proved, would benefit Peruvian export industries, encouraging
foreign trade. The process requires the intervention of a su-
pervisor, that according to agricultural entrepreneurs, follow

Case: The Agricultural Entrepreneur
Agricultural activity accounted for 6.4% of Peru's GDP

guidelines that are outdated and subjective.

8.4 Final considerations and reflections

* The Peruvian economy has been characterized by a high

level of informality, which has worsened in recent years
due to the pandemic quarantine. High bureaucratic bur-
dens discourage formalization and hinder the operations
of entrepreneurs, especially micro and small businesses.

In Peru, many procedures have been digitized in recent
years, providing efficiency and security to thousands
of companies. However, there is still a long way to go,
especially in relation to the procedures specific to each
economic activity. Procedures involving supervisors or
inspectors often require more time from employers.
The authorized representatives of the regulatory bod-
ies should have clear and objective criteria to ensure the
consistency of processes.

Procedures related to the Administration of Operations
require the largest time investment. On average, they
account for 79% of the total time allocated to the ful-
filment of bureaucratic obligations. On the other hand,
other procedures related to the change in regulations
and sector-specific requirements represent 17% of the
time invested, while the procedures associated with the
Administration of Employment only require 4% of the
total time. This is because most of the procedures in this
category have been digitized.

On average, small businesses must invest 591 hours/
year in the fulfillment of bureaucratic procedures. This
translates into the allocation of approximately 25 days
per year only to the fulfilment of fiscal obligations, con-
suming 10% of the total working days per year.*

% The year 2022 has 249 working days in Peru
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in 2020. It is a primary economic activity of the country
and provided job opportunities to more than 4.7 mil-
lion employees during 2020, according to ENAHO data.
However, despite being such an important production
sector for the country, agricultural entrepreneurs still
have to face the lack of digitization and standardization
of bureaucratic procedures.

As part of the research process for the Bureaucracy In-
dex, the interviews with fruit farming and exporting
entrepreneurs revealed the inefficiency of the process
to obtain phytosanitary certificates for each container
they export. They recognize the need for certification as
a method to guarantee the quality of products, however,
the role of the container inspector usually generates ob-
stacles or even additional costs for the company.

The “Servicio Nacional de Sanidad Agraria del Pert”
(SENASA) or national agricultural health service as-
signs an inspector who is responsible for verifying
that the products meet the quality and transportation
standards required, and then approves the certificate.
However, occasionally inspectors are not sent directly
by SENASA to the place where the container is located,
so the exporting company must cover the transporta-
tion costs. Also, if the inspector does not arrive on time
for the dispatch, the employer must bear the additional
cost of the hours that containers and trucks had to wait.

Another recurring problem agricultural entrepre-
neurs must face is that some municipalities do not have
enough personnel in charge of inspections. Given this
situation, some companies resort to providing incen-
tives to the workers of the requlatory entity to prioritize
their needs and facilitate obtaining certificates.

Corruption and lack of digitization mainly affect small
entrepreneurs with limited resources. Regulators must
guarantee the objectivity of bureaucratic procedures
and implement the use of technology that allows digitiz-
ing and standardizing each process, through the use of
cameras and specialized laboratories.



J. Domirican Repubi

Instituto OMG
Monika Melo

The Dominican Republic is internationally known for its beach-
es, music, and baseball players. It is therefore understood that
the main economic activity of the country is tourism. However,
the Dominican Republic has long been characterized by the di-
versification of its economic activity, with a great boost of the
industrial sector and a rebound, in the last few years, of con-
struction, local manufacturing, and trade. In regard to small
business, they permeate all sectors of economic activity.

9.1 Production Structure

The Monthly Economic Activity Indicator report (IMAE) 2020~
2021, issued by the Central Bank of the Dominican Republic
in April 2021, indicates that as of March 2021 the leading sec-
tors were construction (56.8%), free trade zones (32.4%), min-
ing (21.4%), transport and storage (19.7%), local manufacturing
(13.4%), and trade (9.4%).

It should be noted that the report issued in April 2022 indicates
that as of March 2022, the leading growth sectors showing a
significant added value increase were hotels, bars, and restau-
rants (39.3%), other service activities (11%), communications
(8.2%), and transportation (8.8%). Meanwhile, other sectors
that showed growth were: trade (7.8%), energy and water (7.5%),
health (7.3%), public administration (7.4%), construction (6.3%),
and free trade zone manufacturing (6.8%), among others.

Regarding the weight of GDP per sector, the report issued by
the Central Bank on the incidence of GDP by economic activity
indicates the following distribution as of December 2021:

* Agricultural: 5.6%
* Industries: 31.4%
o Mining and quarrying: 1.6%
o Local manufacturing: 11.5%
o Free trade zone manufacturing: 3.5%
o Construction: 14.8%

* Services: 55.7%

o Energy supply and water: 1.3%

o Trade: 11.1%

o Hotels, bars, and restaurants: 5.7%

o Transport and storage: 7.8%

o Communications: 0.8%

o Financial intermediation, insurance activities: 3.6%

o Education: 5.1%

o Healthcare: 3.2%

o Other service activities: 5.9%

o Public administration and defense, social security: 4.9%
» Taxes less subsidies on products (7.3%)

J.2 Representative economic activity of smal
businesses by sector

9. Dofinition of small business

Law No. 488-08, which establishes a regulatory regime for the
Development and Competitiveness of Micro-, Small- and Medi-
um-sized Enterprises (MSMEs), published in G. O. No. 10502 of
December 30, 2008, establishes the official definition of small
businesses in article 2, Paragraph 2; definition that was slightly
amended by Law No. 187-17 amending Articles 1, 1, 2, and 22, and
adding Article 2 Bis to Law No. 488-08 (G. O. No. 10889 of 28 July
2017), with the following:

Small Business: a) From 11 to 50 workers; and b) Annual
gross sales of up to fifty-four million Dominican pesos
(RDS$54,000,000.00).%8

It should be noted that paragraph II introduced by Law No.
187-17 adds that the updated gross sales value will be in-
dexed annually based on the Consumer Price Index; the
Ministry of Industry, Trade, and MSMEs shall publish at the

3% Previously Law 488-08 classified MSMEs taking into account parameters of number of employees, total assets, and gross income generated annu-
ally, so defined Small Business as “Economic unit, formal or informal, that has a number of 16 to 60 workers and an asset of RD$3,000,000.01 (three
million and one cent) to RD$12,000,000.00 (twelve million pesos) and that generates gross income or annual turnover of RD$6,000,01 (six million and
one cent) to RD$40,000,000.00 (forty million pesos). Indexed annually by inflation.”
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Fig. 9.1 Number of businesses according to their classification (2012-2020)

Year Micro Small Medium Total MSMEs
2012 200,167 200,167 651 219,245
2013 212,222 212,222 683 233,418
2014 223,396 223,396 715 246,432
2015 236,779 236,779 760 261,414
2016 249.125 249.125 821 275.350
2017 257,282 257,282 876 284,972
2018 261.066 261.066 909 290.907
2019 235,189 235,189 901 266,588
2020 211,034 211,034 752 240,442

beginning of each year the indexed values for the annual
gross sales criteria. In this sense, the 2020 MSMEs Bulletin®
issued by the internal revenue service establishes a definition of
Small Business with the applied indexation, as follows:

Small business: 11 to 50 workers and annual gross sales
of up to sixty-one million five hundred and fifty-three
thousand eighty-seven Dominican pesos with 51/00
(RDS61,553,187.51).

The aforementioned bulletin presents Figure 9.1 with the num-
ber of companies according to their classification, from the year
2012 to the year 2020.

b. Representation by sector

The report Economic and Market Situation of MSMEs in the Do-
minican Republic due to the COVID-19 crisis® indicates that
21.70% of MSMEs belong to the agricultural sector and only
0.55% belong to the fishing and mining sector, more than 83.3%

of MSMEs are concentrated in urban areas, and only 16.7% are
located in rural areas. In terms of economic sectors, 46.7% of
these companies belong to the trade sector, followed by the
services sector with 38.4% and the industry sector with 14.9%.
The traditional activities in this sector are retail trade, grocery
stores, beauty salons and barber shops, textiles and footwear,
restaurants, bars and taverns, and repair of personal and house-
hold goods.

It should be noted that the document “General List of companies
classified as MSMESs according to their size and term™? issued by
the Ministry of Industry, Commerce, and MSMEs, in April 2016,
indicated there were 541 companies registered, at that time, in
the category of “Small Businesses,” all from the Tertiary sector
(shops selling products, clothing, food, technological equipment)
and Secondary sector, mostly construction companies (architec-
ture and engineering services).

Figura 9.2 Proportion of MSMEs according to category (2012-2020)

2012 2013 2014 2015 2016 2017

Medium

Small

. Micro

2018 2019 2020

% Direccion General de Impuestos Internos, Gerencia de Estudios Econémicos y Tributarios, Departamento de Analisis de Recaudacion y Es-

tadistica, MIPYMES Bulletin 2020, Dominican Republic, September 2021

3 Ministerio de Industria, Comercio y Mipymes (MICM), el Observatorio Mipymes y el Programa de las Naciones Unidas para el Desarrollo
(PNUD), Situacién econdmica y de mercados de las mipymes en Repiiblica Dominicana por la crisis del covid-19, Reptblica Dominicana, 2020.
¥ “Listado General de empresas clasificadas Mipymes segiin su categoria y vigencia’
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Fig. 9.3 Number of MSMEs according to economic activity (2020)

Economic activity

Agricultural 7.163 1.221 35 8.419
Cereal crops 1.397 177 3 1.577
Traditional Crops 2.837 580 22 3.439
Livestock. Forestry and Fishing 1.655 317 9 1.881
Agricultural Services 1.374 147 1 1.522

Industries 22.896 4.040 173 27.109

Construction 13.243 2.051 46 15.340

Mining and quarrying operations 160 37 3 200

Manufacturing 9.493 1.952 124 11.569
Editing. Recording. Printing 1.539 162 15 1.716
Beverage Making 120 36 3 159
Plastic Processing 139 86 12 237
Production of Bakery Goods 701 209 9 919
Manufacture of tobacco products 114 35 9 158
Production of dairy products 182 41 2 225
Manufacture of soaps and detergents 323 44 5 372
Manufacture of Furniture and Mattresses 669 145 6 820
Manufacture of wood. paper and cardboard products 513 99 6 618
Manufacture of Textiles and Clothing 902 188 12 1.102
Manufacture of Chemical Substances 242 82 4 328
Other Manufacturing Industries 4.049 825 41 4.915

Services 180.975 23.395 544 204.914

Public Administration 600 98 1 699

Rental housing 15.951 1.148 20 17.119

Trade 52.130 11.462 178 63.770

Fuel Trade 908 620 7 1.535
Vehicle Trade 9.604 1.849 21 11.474
Other Trade 41.618 8.993 150 50.761

Communications 2.310 302 19 2.631

Electricity. Gas and Water 959 161 4 1.124

Hotels. Bars and Restaurants 7.346 1.496 42 8.884

Financial Intermediation. Insurance and Others 8.622 824 14 9.460

Educational Services 2.946 699 24 3.669

Health Services 15.134 849 60 16.043

Transport and Storage 9.872 1.247 57 11.176

Other Services 65.105 5.109 125 70.339

TOTAL 211.034 28.656 752 240.442




According to the 2020 MSMEs Bulletin,** 240,442 companies
were registered as MSMEs by 2020, of which 87.8% were mi-
cro-enterprises, 11.9% were small, and 0.31% were medium-sized
companies. The remaining 1.3% belong to large companies.

Figure 9.2 was taken from the indicated report.*

Based on the reviewed reports, we can indicate that the weight
of the sectors is as follows:

1. Primary: 7.2% (agricultural, mining and quarrying)

2. Secondary: 29.8% (local manufacturing, free trade
zones, and construction)

3. Tertiary: 55.7% (services)

The participation of small businesses in these activities by 2020
is as follows:

1. Primary:

a. Agricultural: 5.6%, particularly: traditional crops (fruits
and vegetables)

2. Secondary:
a. Construction: 14.8%, particularly: development of
projects, houses, buildings
b. Local manufacturing: 11.5%, particularly: confectionery
and bakery, and cake shops

3. Tertiary:

a. Trade: 11.1%, particularly: sale of vehicles
b. Private transportation services and storage: 7.8%
c. Hotels, bars, and restaurants: 5.7%

d.3 Goneral results and results by procedures

The study revealed small companies must perform about 26 pro-
cedures for their operation, of which at least 8 must be performed
monthly, 4 annually, and the others are carried out depending on
the specific needs of the business or industry.

It should be noted that in some industries the applicability, frequen-
cy, and complexity of the procedures is directly related to the num-
ber of operations of the company and to the availability of internal
automation of calculations, processes, and reports. It also relates
to the experience level of the staff in charge of implementing such
procedures.

No obstante, lo anterior:

100% of interviewees reported great ease and
speed when handling procedures related to the
Dominican Social Security System, through web-
sites designated for that purpose.

100% of interviewees reported great complexity in
the monthly management of their tax receipts asso-
ciated with invoices or Number Tax Receipt (NCF),
registration of the operations carried out, both of
income and expenses. Also burdensome is the obli-
gation to keep physical records of tax receipts of
their activities (to support and validate fiscal con-
trols), since the printouts from the NCF fade in a
very short period of time (30-45 days).

0.3 Administration of Employment

This category reflects the simple average number of hours
employed in payment of salaries, income taxes, social security
contributions, hiring, firing, and work reports to the appropriate
regulatory entities, which comes up to 139.3 hours. However,
it should be noted that the sector with the highest impact on
this average is the Primary sector with 282.9 hours, due to the
fact that the small businesses interviewed are dealing with the
traditional fruit and vegetable growing industry that involve
many manual steps and procedures in the Administration of

Fig. 9.4 Biweekly payroll management hours
by sector/banking access

. Unbanked Primary Sector 8h (57%)
Unbanked Secondary Sector 4h (28%)

. Banked Primary Sector 1h (7%)

. Banked Secondary Sector 0.5h (4%)
Unbanked Tertiary Sector 0.5h (4%)

40 Direccion General de Impuestos Internos, Gerencia de Estudios Econdmicos y Tributarios, Departamento de Analisis de Recaudacion y Es-

tadistica, MIPYMES Bulletin 2020, Dominican Republic, September 2021

4 Direccién General de Impuestos Internos, Gerencia de Estudios Econémicos y Tributarios, Departamento de Analisis de Recaudacion y Es-

tadistica, MIPYMES Bulletin 2020, Dominican Republic, September 2021
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Employment. It is followed by the Secondary sector with 100.6,
impacted by the construction industry.

Figure 9.4 shows the difference in time spent on biweekly pay-
roll management by different companies within the same sector,
but with different mechanisms used to make salary payments.
In the Primary and Secondary sectors, companies whose em-
ployees have banking access spend less time dealing with the
payment process because they are done through bank transfers.
Companies whose employees don’t have banking access (or a hy-
brid where just some of them do) spend more time dealing with
this process as the payments are done in cash. Paying with cash
involves the cash withdrawal from business accounts, counting
bills, placing money in envelopes, plus travel and time to hand
them out, and finally the signature of the appropriate receipts,
making it a lengthy process. On the other hand, in the Tertia-
ry sector, all salary payments are made through bank transfers,
with a biweekly average of 0.5 hours invested in this process.

Companies whose employees have banking access
spend 85% less time in the process of paying salaries
than companies whose employees don’t have bank ac-
counts.

§.3.2 Administration of Operations

For the Administration of Operations, companies spend a sim-
ple average of 737.9 hours. For these procedures, as previously
stated, the monthly management of their Number Tax Receipts
(NCF) has great impact, as does the recording or registration of
operations (both of income and expenses), and maintaining the
physical copies of tax receipts of their activities.

Fig. 9.5 Tax management and payment vs. payroll
management and payment

Tax
Mgmt and
Payment

Payroll
Mgmt and
Payment

. Tertiary Sector

. Secondary Sector . Primary Sector

ATLAS NETWORK - ADAM SMITH CENTER

The most affected sector is again the Primary sector (837.80), fol-
lowed by the Secondary sector (697.6) where both economic activ-
ities reported similar numbers of hours used in these procedures.

In this case, although the Tertiary sector reported a smaller
number, the difference is not significant, 677.10.

Below is a comparison of the hours spent on tax management and
payment, and the hours spent on payroll management and payment.

In order to mitigate the complexity of this process,
100% of the interviewees indicated they have out-
sourced these services to external accounting experts,
even if they have internal staff dedicated exclusively to
those processes. It is a costly decision but an effective
way for management to gain peace of mind.

0.3.3 Other Bureaucratic Procedures

Within this category we include the authorizations required
for particular functions and the legal issues of corporate up-
dating. In the latter, the legal structure used by small business
impacted the frequency and complexity of the procedures, al-
though all three sectors showed similar numbers, for a simple
average of 15.5 hours.

However, special permits and authorizations in the construc-
tion industry impact the Secondary sector with 56.8 hours.
Within the same industry, however, the frequency in which
a company applies for such permits as well as time invested,
vary significantly depending on the number, size, and com-
pletion time of projects. Similar companies in the same year
may therefore need different
numbers of permits, which
also varies from year to year.
This variation directly affects
the reported simple average.

It should be noted, however,
that the construction com-
panies interviewed in this
study showed good man-
agement and mastery of the
procedures and did not re-
port any problems in that
respect. The hours they in-
vested for each permit are
considerably less than those
reported by the independent
consultants interviewed.

The same could be verified
with companies in the Prima-
ry and Tertiary sectors, with
respect to the special permits
they require to operate their
respective industries.
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Construction permits are requested for each project,
so the number of permits varies annually depending
on the number of projects that each company executes
in a year, and therefore the valuation of the number of
hours used in those procedures will vary accordingly.

9.4 Improvements in implementation process

As of the execution date of this report, four improvements are
in the process of implementation in the Dominican Republic that
will impact the hours spent on the procedures evaluated:

1. Lero Bursaucracy and Regulatory Improvement Program

This is the first reform of the National Competitiveness Strategy
(Decree 640-20) proposed by the presidency of the Dominican
Republic. This program, led by a commission consisting of the
National Competitiveness Council, the Ministry of Public Ad-
ministration, and the Government Office for Information and
Communication Technologies (OGTIC), aims to make the gov-
ernment system more efficient, agile, and transparent.

The implementation plan contains proposals for the improvements
of processes, flowcharts, and simplification plans for 41 institu-
tions and 150 procedures, and the implementation of a platform
that integrates information, data, and forms to avoid duplication
of documents in the management of procedures before the State.

This program is complemented by Law 167-21, from August 9, 2021,
on Regulatory Improvement and Simplification of Procedures.

The timely implementation of these proposals will have a sig-
nificant positive impact on industry specific procedures for all
three sectors of the economy.

0. Digtal Agenda

Decree No. 527-21 launched the 2030 Digital Agenda and subse-
quently launched its 2021-2024 Action Plan. The Digital Agenda
is the national strategy for digital transformation in the short,
medium, and long term. The Digital Agenda is composed of sev-
en components,* one of which is Digital Governance.

The overall objective is to achieve efficiency and transparency
of Public Administration through the use and adoption of digital
technologies, bringing the State closer to the citizens in order to
improve their quality of life.

In other words, the Digital Agenda complements the Zero Bu-
reaucracy and Regulatory Improvement program, since, among
other specific objectives, it seeks to achieve digital transforma-
tion of the State from different areas of management. These ar-
eas include expanding onsite and digital public services; access
to public information through open government initiatives and
government transparency; and streamlining digital public goods
and services.

Understanding that the Digital Agenda seeks a digitized and

agile management of government procedures, its timely imple-
mentation could positively impact the bureaucratic burden cur-
rently faced by small businesses.

8. Hectronic Invaicing

The General Directorate of Internal Revenue has included on its
website a system called “Facturador Gratuito de Facturacion Elec-
tronica” or free electronic invoicing system, which consists of a
technological tool that allows the issuance and receipt of digital
tax receipts (e-CF), compliant with the fiscal system of electronic
invoicing established in the Dominican Republic, for those taxpay-
ers who wish to invoice electronically from their own computers.
The platform, which has certain requirements, has been specially
designed for independent professionals, individuals, and MSMEs.

With this platform users can significantly reduce transaction
registration procedures and avoid having to safeguard phys-
ical receipts.

4. Platform change of the Santo Domingo Chamber of Commerce and Production

The Santo Domingo Chamber of Commerce and Production is a
private non-profit entity, with more than 175 years of existence—
the oldest in Latin America—and it is responsible for handling
the Mercantile Registry of all legal entities.

At the end of June 2022, this entity began using platform 2.0 to
facilitate formalizing companies, implementing a fully digitized
registration process, with the aim of achieving the formalization
of companies in an agile manner.

This platform will also allow several state institutions (Direccion
General de Impuestos Internos, Oficina Nacional de Registro de
la Propiedad Industrial, Contrataciones Publicas, Superinten-
dencia de Bancos, among others) to connect to the system to
have quick access to corporate information of the entities re-
questing procedures in those other institutions, avoiding dupli-
cation of documents.

Executives of the Santo Domingo Chamber of Commerce and
Production have indicated that with the help of the Dominican
Federation of Chambers of Commerce and Production (FED-
OCAMARAS) they intend to implement the use of such a plat-
form across all chambers of commerce throughout the country.

The national implementation of this platform will considerably
simplify the legal procedures analyzed in this report.

9.4 Final considerations and reflections

As previously mentioned, interviewees stated that payroll man-
agement and payment for employees with banking access is sim-
ple, unlike payroll procedures for employees without banking
relationships. In regard to the contributions to the Dominican
Social Security System they agreed it is a quick and easy process.

Interviewees felt comfortable handling the procedures specif-
ic to the industry where they operate, but in turn, felt over-
whelmed by those related to the preparation of documents and
reports for tax payment purposes, although they expressed

4 The components of the 2030 Digital Agenda are: 1) Governance and Regulatory Framework; 2) Connectivity and Access; 3) Digital Governance;
4) Education and digital capabilities; 4) Digital economy; 5) Cybersecurity (cross-cutting axis); 6) Technological innovation (cross-cutting axis)
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that, once the documents have been prepared, the payment
process itself is easy and quick to execute.

In general, the interviewees mentioned the significant bur-
den placed by the daily, weekly, and monthly preparation of
invoices; the monthly management of their Number Tax Re-
ceipts (NCF); the recording of all operations carried out (both
of income and expenses); and maintaining physical records of
tax receipts of their activities.

In this regard, we consider it appropriate to expedite imple-
mentation of the “free electronic invoicing system,” and specif-
ically, making it available to all types of companies.

One hundred percent of the companies interviewed stated they
outsource accounting and tax management services, and handle
it as part of doing business, integrating the outside services into
their operating costs (even when having internal staff in charge of
accounting management), which reflects a regulatory environment
that is too complicated and burdensome for companies to navigate
on their own. An appropriate business climate should consider tax
and other operating procedures, especially for the micro and small
business, that can be managed and performed in-house, without
additional charges or costs, except for certain exceptions.

With regard to Other Bureaucratic Procedures, the study reflects
a higher time demand in the construction sector, but this burden
varies from company to company and from year to year, since per-
mits are required for each construction project. In this sense, if the
company in question carries out a single project in the year, the
hours it takes to process permits is much less than that of a com-
pany that executes 10 projects in the same year. In any case, the
construction companies analyzed here expressed control of the
process and stated it did not represent a particular burden to them.

In general, there is a noticeable improvement in the processes
of managing special permits for all three sectors; however, we
look forward to the implementation of the programs and projects
proposed by the Zero Bureaucracy Program, the National Com-
petitiveness Strategy, and the Digital Agenda. We urge that these
programs be implemented as soon as possible, as these regula-
tory and structural adjustments are necessary to establish the
foundations for the creation of a single inter-institutional tech-
nological platform or infrastructure that will allow citizens and
businesses to carry out procedures in a digital, agile, and simple
way, using an inter-connecting system accessible through any
device, platform, or operating system.
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10.1 Production Structure

The production structure of the Uruguayan economy for 2021
has been developed with data from the Sistema de Cuentas Na-
cionales (in English, System of National Accounts [SNA]) pub-
lished by Banco Central del Uruguay (in English, CBU).

Figure 10.1 presents the traditional division of the economy into
the Primary, Secondary, and Tertiary sectors, as well as the
weighted average of each of these sectors in relation to the GDP
of the Uruguayan economy.

Fig. 10.1 Weighted average of sectors according to GDP

Sector GDP 2021 Weighted by GDP

Primary 114,339 7.45%
Secondary 318,890 20.77%

Tertiary 1,102,354 71.78%

The Uruguayan economy follows the global trends of the vast
majority of market economies. The predominant sector is the
Tertiary, with 71.78%, followed by the Secondary sector, with
20.77% and finally the Primary, with the lowest weighted av-
erage of 7.45%.

10.2 Representative economic activity
of sma husinesses by sector

This analysis has divided the three economic sectors into dif-
ferent economic activities, as they are defined in the SNA, by
the CBU. The results are shown in Figure 10.2. It illustrates the
production structure as well as the weighted average of each
economic activity with respect to their share in GDP.

Based on these results, the most representative economic ac-
tivities within each economic sector are determined, helping
to define the representative sectoral company. The most rep-
resentative activities by sector are:
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* Primary sector:
Agricultural activity

* Secondary sector:
Manufacturing and construction

* Tertiary sector:
Retail, accommodation, and food service; healthcare,
education, real estate activities, and other services;
and finally, transport and storage, information and
communications.

Fig. 10.2 Economic sectors weight on GDP

- Weighted
Activity el m

by sector
gzt in GDP

Agriculture, fishing, and

Primary mining 114,339.00 100.00%
Manufacturing 185,016.47 58.02%
Secondary Cleclricity, gas,andwater  4q 014 58 156204
supply
Construction 84,059.03 26.36%
Trade, occommodqtlon, 229.601.70  20.83%
and food service
Transport and storage,
information, and commu- 158,828.04 14.41%
nications
Financial services 95,498.94 8.66%
Tertiary

Professional activities and

leasi 11.31%
easing

124,689.38

Public administration

L 83,720.62 7.59%
activities

Health, education, real

estate, and other services 410,014.96

37.19%




1021 The chargcterization and weight of companies i the
Uruguayan economy

The classification of the companies of the Uruguayan economy
is conducted according to their size, following the current leg-
islation.

* Microenterprises: Companies with up to four employees and
whose annual sales (minus value added tax) do not exceed
Unidades Indexadas (UI) 2,000,000 (Consumer Price Index
linked units)

* Small businesses: Companies with up to 19 employees and
whose annual sales (minus value added tax) do not exceed Ul
10,000,000.

* Medium-sized companies: companies with up to 99 employ-
ees and whose annual sales (minus value added tax) do not
exceed UI 75,000,000.

MSMEs are defined as a set of micro-, small-, and medium-sized
companies. Data from the National Development Agency (ANDE)
from 2020 identified 189,820 active MSMEs in Uruguay. Within
this group, 85.23% are micro-enterprises, 12.01% are small busi-
nesses, and 2.36% are medium-sized companies.

10.2:2 Representative company by sector

Figure 10.2 illustrates the proportion of small businesses by
sector of economic activity (obtained from the statistics of the
Central Bank) allowing us to determine the activities that will be
analyzed in the scope of this study, which we list below:

1. Agricultural production, hunting, and related service
activities

2. Manufacture of clothing

3. Specialized construction activities

4. Retail trade, except trade of motor vehicles and motorcycles
5. Land and pipeline transport

6. Real estate activities

Once the representative companies were elected, interviews
and surveys were carried out with different companies in
those sectors, as well as with third-party providers, to be able
to estimate the hours devoted to the different procedures re-
quired for the economic activity.

Fig.10.4 Times required for Administration of Employment by sector and activity

Textile

Primary

Salaries, taxes, and

Construction | Secondary
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10.3 Results

The results illustrate that Uruguayan companies spend an av-
erage of 438.5 hours/annually to comply with the bureaucratic
burden. A more detailed look at the weighted averages by sec-
tor, presented in Figure 10.1, reveals an average of 405.2 hours, a
much smaller amount, as seen on the table below.

Fig. 10.3 Hours Spent by Companies with Bureaucratic Compliance

Group of Procedures
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Weighted Avg.

Adm. of Employment 139.6 1102 224 1579 1941

Adm. of Operations 1321 1952 1479 158.4 156.5

Other Bur. Procedures 311 16.9 38.8 1222 545

TOTAL 582.7 322.3 410.7 438.6 405.2

The Primary sector devotes 582.7 hours to the various bureaucrat-
ic procedures. The procedures that demand the most hours are in
the Others category, in particular the sector-specific procedures,
which represent more than double the sum of the other two groups
of procedures, becoming the greatest burden for this sector.

On the other hand, companies in the Secondary sector spend
an average of 322.3 hours—the lowest overall amount among the
three sectors—with the highest time demand for the Administra-
tion of Operations. The Tertiary sector devotes 410.7 hours to bu-
reaucratic procedures, where the Administration of Employment
absorbs the most time.

It is worth noting that the group that demands the most time
among each of the sectors is different for each one of them. This
means that the group of procedures that represents the greatest
bureaucratic burden varies by sector.

1081 Administration of Employment

Regarding the group of procedures related to the Adminis-
tration of Employment, the Tertiary sector is the one that de-
votes the most hours to comply with them. It is worth noting

Grocery  Real Estate

Store comparny Tourism

Tertiary

S 102.7 67.0 126.0 85.4 86.0 188.0 130.0 147.1
contributions
Hiring and firing 17.0 9.4 8.9 9.3 19.0 50.0 44.0 39.9
Work reports 20.0 10.9 25.6 155 335 32.0 55.0 370
Total: Adm. of Employment 139.6 87.3 160.5 110.2 138.5 270.0 229.0 224.0
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the difference within the sub-groups Hiring and Firing, and
Work Reports.

For the Tertiary sector, the subgroup of Work Reports represents
a significant time expense since dealing with the final consumer
and variable wages (such as income for commissions in the case
of real estate) require the correct calculation of monthly fees.

The Tertiary sector, in addition to being the sector that invests the
most hours to comply with the Administration of Employment, is
also the group with the largest scope in GDP, therefore the weight-
ed average is higher than the simple average time allocated for
these types of procedures. It is worth noting this is the only sector
with that peculiarity, which is seen across all subgroups, revealing
the severe impact bureaucracy has on this type of activities.

Fig. 10.5 Average Adm. of Employment

. Weighted
Simple Avg. Avg.
Salaries, taxes, and contributions 111.7 131.0
Hiring and firing 22.0 31.8
Work reports 24.2 31.3
Total: Adm. of Employment 157.9 194.1

10.8.2 Administration of Operations

In this group of procedures, the sector that presents greatest
difficulties is the Secondary, especially in the areas of adminis-
trative taxes and health and safety. In the latter case, it is main-
ly related to the requirements of construction activities since
they deal with increased occupational risk prevention.

In regard to administrative taxes, the high numbers particular-
ly relate to one of the sample companies involved in the textile
industry, as they have to deal with import procedures, which
substantially increases the results. This is part of the country’s
trade restrictions on importing or buying abroad.

It is worth highlighting that taxes common to all econom-
ic activities have been standardized and are easily accessi-
ble, showing a similar number of hours committed to their
compliance, all across the board. Companies with high
transaction levels might differ on the numbers, which sim-
ply involves more data processing for obvious reasons.

Analyzing the weighted averages, we observe that waste
management and vehicle administration are below the aver-
age for the Secondary sector, emphasizing that the heaviest
bureaucratic burden comes from procedures related to ad-
ministrative taxes.

Fig. 10.7 Average Adm. of Operations

Simple Avg. Wi?/g.ted
Adm. Taxes 143.8 1374
Waste Mgmt. 5.6 11.1
Vehicles 2.3 3.3
Health and Safety 6.7 4.6
Total: Adm. of Operations 158.4 156.4

10.3.3 Other Bureaucratic Procedures

When analyzing the behavior of the subgroup Statistics, Legal,
and Industry-Specific, we must note that economic activities,
such as real estate, have a small number of hours dedicated to
this, since they do not have specific procedures to perform. But
the main reason all sectors of the economy do not spend a lot of
time dealing with this type of requirements is because Uruguay
has very few major cross-sectoral regulatory requirements . This
can be seen, for example, by looking at the country’s international
debt ratings, where the country’s great institutionality is contin-
ually highlighted, with no significant changes regardless of the
government in office.

Having pointed this out, Figure 10.8 highlights two activities that
invest a lot of time dealing with sector specific procedures, such
as livestock in the Primary sector and tourism in the Tertiary sec-
tor; construction follows in third place.

On the other hand, when comparing the weighted average and
the simple average, the first is significantly lower since the
weight of the Primary sector in GDP is the lowest of the three.

Having said this, it is important to emphasize the enormous
weight that industry-specific procedures have for the Pri-
mary sector, more than double the time of any of the other
groups of procedures.

Fig. 10.6 Times required for Administration of Operations by sector and activity

Real Estate

Grocery

Primary Textile  Construction Secondary Store company Tourism Tertiary
Adm. Taxes 129.8 200.0 116.0 173.8 156.2 123.2 98.2 127.7
Waste Mgmt. 0.0 0.0 6.0 1.9 52.0 0.0 0.0 15.0
Vehicles 2.3 0.0 1.1 0.3 3.6 3.8 6.9 4.3
Health and Safety 0.0 8.0 44.0 19.2 3.0 0.0 0.0 0.9
Total: Adm. of Operations 132.1 208.0 167.1 195.2 214.8 127.0 105.1 147.9
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Fig. 10.8 Times required for Other Bureaucratic Procedures by sector and activity

Primary Textile

Statistics, Legal, and

Industry-Specific 311.0 50 43.0

Construction  Secondary

Grocery  Real Estate

Store company Tourism

Tertiary

16.9 15.0 6.0 158.0 38.8

Total Others 311.0 5.0 43.0

16.9 15.0 6.0 158.0 38.8

Fig. 10.9 Averages Other Bureaucratic Procedures

. Weighted
Simple Avg. Avg.
Statistics, Legal, and
Industry-Specific 1222 545
Total Others 122.2 54.5

10.4 Final considerations and reflections

As this is the first time that Uruguay has participated in the
Index of Bureaucracy in Latin America, we cannot draw con-
clusions from previous years, but we can make a compara-
tive analysis of the results obtained in the IB from the coun-
tries that participated in the previous edition. On average, a
small company in Uruguay must allocate 405.2 hours/year to
complete all the bureaucratic procedures established by the
different levels of government, as shown in Figure 10.3, the
lowest number of hours in Latin America compared to 2020,
with about 100 hours less than Mexico and approximately 150
hours less than Colombia, placing Uruguay in a favorable po-
sition. However, it should be noted that for most of the coun-
tries, the heaviest bureaucratic burden lies on the procedures
related to the Administration of Employment and Administra-
tion of Operations, whereas for Uruguay, the most hours are
spent handling industry-specific procedures.

In this sense, we can establish that the time involved in procedures
related to the Administration of Employment and Administration of
Operationsis highly standardized, the problems begin to arise in sec-
tor-specific procedures, such as those required of cattle ranchers.

On the other hand, when comparing the results obtained with
those of a developed country like Spain, we can see that small Span-
ish entrepreneurs spend approximately 140 hours less dealing with
bureaucracy. This demonstrates that Uruguay still has room for im-
provement to reach levels that approach those of the First World.

In terms of employee insurance, companies have the obligation
to take out separate insurance policies for their employees to
cover workplace injuries. It should be noted that this is the only
insurance required, and we believe that this is largely due to the
existence of the Social Security Bank. This bank charges 15%
and 7.5% of the salary to the employee and the employer, re-
spectively, to pay for sick leave, maternity leave, etc.

As far as waste management is concerned, most of the compa-
nies interviewed do not need to hire this service. Businesses in
specific sectors, such as supermarkets in the Tertiary sector or
construction companies in the Secondary sector, are required
to put these procedures in place.

Outsourcing of Accounting and Fiscal
Management Services as Standard Procedure

One of the main conclusions that we must highlight
is that all small businesses must outsource special-
ized agents to be able to comply with regulations
and procedures. The companies interviewed stat-
ed that the procedures are usually time-consuming
and cumbersome, so they prefer to outsource the
service to other companies that already have the
know-how or because scale economies make it a
profitable service. In consequence, the need to hire
such services has already been internalized, and
entrepreneurs take it into consideration when cal-
culating their operating expenses, but it remains a
significant cost, especially for small businesses.

The Centralization of Procedures in Montevideo

It is interesting to highlight the case of food ser-
vice companies, which suffer from the lack of a
national requlatory entity to control them. Such
regulation is carried out at the province level,
which implies that those businesses that want to
sell in more than one province must obtain an au-
thorization in each one of them. The same applies
to bromatological registrations, since they do
not have a national food regulatory agency. This
means that entrepreneurs must incur an extra
cost in each province where they operate.

Uruguay encounters very specific obstacles at the sectoral level.
For example, problems have been detected in the tourism sec-
tor when receiving payments from Brazil. A 33% withholding tax
is imposed on direct transfers to pay for Uruguayan services.
This represents a significant problem considering that Brazil-
ian citizens account for about 20% of tourism in Uruguay. This
implies that Uruguayan companies must create companies in
other countries to perform a triangulation in order to receive
transfers without such withholding taxes, and while it is cost-
ly to maintain a company in another country, this cost is lower
than the tax charged for direct transfers from Brazil.
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111 Production structure

As of 2022, Venezuela still did not have updated official statistical
information that allows identifying the number of active compa-
nies by type of economic activity. It is worth bearing in mind that
the last economic-industrial census conducted by the National
Statistics Institute (INE) corresponds to the period 2007-2008.#
There is also a lack of updated information on the evolution of
GDP by economic activity or the number of people employed by
type of activity, which could support a statistical approximation
towards the most representative economic activities in 2022.
This data has not been updated since 2018.

The prolonged absence of official numbers makes it very difficult
to calculate projections for macroeconomic aggregates. So much
so that the International Monetary Fund (IMF) in its last report-
# excluded Venezuela from regional averages on consumer pric-
es and highlighted the difficulties of the institution in obtaining
statistical information on the country, emphasizing that the data
projected in that report should be interpreted with caution be-
cause of its high degree of uncertainty.*

The absence of official statistics not only complicates the projections,
but also generates divergences between the estimates of different in-
stitutions, banks, and consulting firms that analyze Venezuelan eco-
nomic behavior. This is the case with GDP estimates for 2022; while
there is consensus that GDP will grow, there is no convergence in the
projections on the magnitude of this growth: the IMF estimates an
increase of 15%; ECLAC projected a growth of 5%; the investment
bank Credit Suisse has estimated an increase of 20%; while the firm
Focus Economics has projected an increase of 9%.

Consequently, the little official information available does not gen-
erate confidence among citizens due to the deterioration of State
institutions. This is the case with the official inflation data avail-
able. However, both official statistics and civil organizations*® es-
timates point to a fall in inflation in 2022, even below three digits.

In short, despite the difficulties, based on the scarce official
information available and statistical reports developed by civil
organizations, an estimate of the sample companies has been
produced for each economic sector.

1111 Offcial tatistics available

According to the IV Economic Census 2007-2008 of the Nation-
al Institute of Statistics (INE), the activity that concentrates the
largest number of economic units in the Tertiary sector is retail
trade,” which in turn represents 45.3% of the total economic
units of the country, thus being the most representative activi-
ty in general terms. The manufacturing industries concentrate
6.41% of the economic units and are the most representative of
the Secondary sector. Regarding the Primary sector, the prelim-
inary data from the census do not show a classification by type
of activity; however, it is specified that it is represented by ag-
ricultural activities such as growing crops and raising animals,
which account for 0.08% of the total.

Meanwhile, the official information available on the employed
population by sector and branch of economic activity, updated
until the last quarter of 2018, indicates*® that retail trade, restau-
rants, and hotels employ 30.8% of the working population, being
the most representative branch of the Tertiary sector. In the Sec-
ondary sector, it is the manufacturing industry, which employs
13% of the population. The agricultural sector with livestock and
hunting activities represents 8.9% of the employed population,
being the most representative activity of the Primary sector.

111.2 Statistics produced by civl society

According to the National Survey of Living Conditions (Encovi
2021), 26% of the employed population is concentrated in other
service activities, which include business, professional, union,
political, and religious associations; repair of computers,
personal and household goods; and other personal service

4 The only document available to the user contains only preliminary results in aggregate terms.
4 International Monetary Fund (2022). World Economic Outlook. War sets back the global recovery. April 2022. Washington, DC.

45 See World Economic Outlook statistical appendix.

46 See the Cedice Libertad Inflation Meter at www.cedice.org.ve /observatoriogp

47 This category excludes trade in motor vehicles and motorcycles, repair of personal and household goods.
48 National Statistics Institute (s.f). Population of 15 years and more employed, by sector and branch of economic activity, 1st semester 1999-2nd

semester 2018. Retrieved 28 April 2021, from http:
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Fig. 11.1 Number of employees by economic activity (2019-2020)

Economic Activity :Ecl,?]{]eel % of total
TERTIARY SECTOR

Other service activities such as repairs, cleaning, hairdressing 2,869,956 26%
Public administration and defense, education, health, social assitance, art, entertainment, embassies 2,221,515 20%
Wholesale and retail trade; repair of motor vehicles and motorcycles 1,963,972 17%
Transportation, storage, accommodation and food service, communications and computer services 1,551,761 14%
Financial, insurance, real estate, professional, scientific and technical entities; and administrative and 636.529 6%
support services ! °
SECONDARY SECTOR

Construction 522,734 5%
Manufacturing industry 308,025 3%
Installation/supply/distribution of electricity, gas or water 169,759 2%
PRIMARY SECTOR

Agriculture, livestock, fishing, hunting and related service activities 913,519 8%
Mining and quarrying operations 79,510 1%
TOTAL 11,237,280

Source: Universidad Catdlica Andrés Bello (2020). National Survey of Living Conditions. Caracas.
Retrieved 26 April 2021, from https://www.proyectoencocom/informe-interactivo-2019

activities that include laundry and cleaning,

hairdressing, dry cleaning, and funeral services. 4 Fig. 11.2 Small enterprises (%) by type of industrial activity

Likewise, the construction activity employs the largest
number of people in the Secondary sector, concentrat-
ing 5% of the total, followed by the manufacturing sec-
tor, which absorbs 3% of the total number of employed
persons. Agriculture, livestock, fishing, and hunting ac-
tivities are the most representative of the Primary sec- 1a

10%
tor, employing 8% of the total.
According to data collected by the Venezuelan Confed-
eration of Industrialists (Conindustria), there is an esti-
mated 1,955 active industrial establishments, of which ‘

11%

just over 1,600 are affiliated with the institution.®® Of the

total number of members, 24% are large companies, 55%

are medium-sized enterprises, and 21% are small busi- 16%
nesses; however, the largest concentration of small com-

panies is engaged in activities related to furniture repair,

machinery repair, and other manufacturing industries.

11.2 Representative economic actviy of
small enterprises by sector

G3. Wood and paper (3%) G2.Textile and footwear (10%)
Taking into consideration the data presented so far, Ll s ol sl [ G5. Rubber and plastic (11%)
the activity of agriculture, livestock, fishing, and G9. Automotive (5%) 4. Chemical and pharmaceutical (14%)

hunting is the most relevant in the Primary sector. T e N e e e e

G7. Metals and metal products (16%)
computer and optical equipment (8%)

In the Secondary sector, the most representative ac-
tivity is the manufacturing industry, and according
to Conindustria, the largest concentration of small

G10. Furniture, mach. repair, and

G1. Food, b d tob: 8% . .
bR eI R el other Manufacturing Industries (21%)

4 See the Venezuelan Classification of Economic Activities of the National Statistics Institute.
50 See CONINDUSTRIA. Encuesta cualitativa de coyuntura industrial IV trimestre 2021. Caracas.
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Fig. 11.3 Representative activity by economic sector

Economic Activity Criteria Source
TERTIARY SECTOR
Other service activities such as repairs, cleaning, hairdressing Employed personnel Encovi
Wholesale and retail trade; Restaurants and hotels Employed personnel; operating INE

economic units

SECONDARY SECTOR

Furniture repair, machinery repair and other manufacturing industries

Employed personnel; operating

. . Conindustria
economic units

PRIMARY SECTOR

Agriculture, livestock, fishing, hunting and related service activities

Employed personnel INE, Encovi

companies is engaged in activities related to furniture repair,
machinery repair, and other manufacturing industries.

Regarding the Tertiary sector, INE data suggest that the most
representative sector is wholesale and retail trade, as well
as restaurants and hotels, while the Encovi 2019-2020 high-
lights services related to the repair of computers; personal
and household goods; and other services such as laundry and
cleaning, hairdressing, dry cleaning, and funeral services.

113 Overall results

The study identified 66 bureaucratic procedures required by 18
government institutions. Not all these procedures are carried
out by the same company but are instead a function of their pro-
duction activity. Thus, the company representing the Primary
sector is required to comply with 50 bureaucratic procedures
before 13 government institutions. The representative company
in the Secondary sector is required to comply with the same

number of procedures to 11 institutions. Meanwhile, companies
in the Tertiary sector are required to comply with 55 proce-
dures before 13 government institutions.

On average, small businesses in Venezuela spend 1,061.8 hours/
year to comply with 53 required bureaucratic procedures. This
is equivalent to more than 44 continuous days, 133 8-hour work-
ing days, or 53% of the 248 working days in 2021.

Of the three groups of procedures, those related to the Admin-
istration of Operations have the largest scope with 740.4 hours/
year, specifically those related to tax declaration and payment
(449.1 hours/year), representing 42% of the 1,061.8 hours/year
required by this type of procedures.

The second largest group of procedures are those related to
the Administration of Employment (740.7 h/year). It should be
noted that this set of procedures are not dependent on the
production activity of the representative company, for that
reason all sectors invest an equal number of hours per year to
comply with this group of procedures.

Figura 11.4 Hours required for the fulfillment of bureaucratic procedures by economic sector
according to groups and subgroups of procedures

Economic Sectors

Simple Avg. Wi?lgtced

TOTAL 842.9 1081.6 1138.8 1021.0 1061.8
ADM. OF EMPLOYMENT 196.1 196.1 196.1 196.1 196.1
Salaries, taxes, and contributions 715 71.5 715 715 715
Hiring and firing 38.1 38.1 38.1 38.1 38.1
Work reports 86.5 86.5 86.5 86.5 86.5
ADM. OF OPERATIONS 459.8 830.2 830.2 706.7 740.4
Taxes 178.3 535.7 535.7 416.6 449.1
Health and safety at work 2815 2945 2945 290.2 291.3
OTHER BUREAUCRATIC PROCEDURES 187.0 55.3 112.5 118.3 125.3
Legal 14.0 14.0 14.0 14.0 14.0
Certifications/authorizations 13.1 13.1 13.1 13.1
Inspections / Audits 18.3 24.3 24.3 22.3 22.8
Specific by productive activity 154.8 4.0 61.1 73.3 78.6
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Other Bureaucratic Procedures (125.3 h/year) show the greatest
discrepancies between economic sectors, since it relates to the
procedures that are specific to the production activity. This group
of procedures illustrate the difference in the number of hours that
each representative company, depending on its activity, must in-
vest to comply with specific procedures required of them.

It should be noted that companies representing the Tertiary
sector not only face the highest number of procedures, but also
invest the most hours in compliance. Meanwhile, in regard to
bureaucratic requirements, the company representing the Sec-
ondary sector closely follow that of the Tertiary sector, allocat-
ing a similar number of hours to the group of procedures related
to the Administration of Employment and the Administration of
Operations. The difference between the two sectors (I and III)
rests in those procedures that are specific to the production ac-
tivity of the companies.

It is noteworthy that the annual number of hours spent by the
Primary sector on bureaucratic procedures is lower than in the
Secondary and Tertiary sectors, although it remains a highly
significant number. This is due to two factors:

* First, the representative company of the Primary sector is
exempt from paying ISLR and it is considered an official
VAT taxpayer since they are required to declare it but en-
joy the exemption of the tax. This condition allows them to
declare VAT on a quarterly basis, which considerably reduc-
es the time spent on fulfilling this duty compared to other
economic sectors; however, they are not exempt from being
considered as special taxable entities. For this reason, de-
spite the exemptions and benefits, the total number of hours
devoted to tax compliance remains significant.

* Also, there is a number of procedures that are required in
a timely manner, since they are based on specific activities
inherent to this production sector. These requirements are
not included in this study because they are irregular in terms
of their periodicity, that is, they depend on activities and de-
cisions of the company.

When analyzing the results according to the institution that
mandates the procedures, its apparent that the Ministry of the
People’s Power for the Social Process of Labor (MPPPST) is the
one that demands the most bureaucratic procedures, with 27 in
total, including those from the National Institute for Prevention,
Occupational Safety, and Health (INPSASEL), since it is an entity
attached to this ministry. Adding up the times for procedures
required by the MPPPST and INPSASEL, the total comes up to
436.52 hours/year. However, the eight procedures required by
the National Integrated Tax and Customs Administration (SENI-
AT) are the ones that require the most time of small businesses,
a total of 489.32 hours/year.

However, of the 66 procedures identified in total, 30 are digitized, 30
arenot, 4 are partially digitized, and 2 do not fall under this classifica-
tion.%? It is important to mention that digitized procedures require
more hours/year to complete than non-digitized ones; on average,
digitized procedures require 520.8 hours/year, while non-digitized
procedures (face-to-face) require a total 447.5 hours/year.

One of the reasons for this difference is the fact that 37% (194.5
hours/year) of the total hours/year that require the digitized pro-
cedures correspond to recurrent errors or failures in the web por-
tals where each procedure should be done, forcing small business-
es to repeat processes, wait for internet services to be restored, or
deal with considerably slow data upload and download speeds.

Fig. 11.5 Average number of procedures and hours required by each government institution

Government Institution

Procedures

Hours/year

National Integrated Tax and Customs Administration 8 439.82
National Institute for Occupational Safety, Health and Prevention 10 302.35
Ministry of the People’s Power for the Social Process of Labor 17 134.18
Autonomous Health Control Service 2 69.80
Social Security Institute 2 53.00
National Superintendence of Food Management 2 42.00
Ministry of Popular Power for Ecosocialism 1 27.27
City hall 3 18.98
Commercial Registry Office 2 14.00
Fire department 2 11.75
National Housing and Habitat Bank 3 9.20
National Autonomous Service for Standardization, Quality, Metrology and Technical Regulations 1 8.00
Ministry of People’s Power for Agriculture and Land 1 6.00
National Institute of Sports 1 2.76
Ministry of People’s Power for Science and Technology 1 1.75

5! The ISLR exemption is conditional on the company allocating one hundred percent of the tax amount (which it would have paid) to direct investments
in research and development, scientific or technological, improvement of productivity rates, or in capital goods. At the end of the fiscal year, the com-
pany must submit a report containing all the investments made during the year, all supported by invoices, and must be sent to an institutional email.

10 These procedures are related to the search for suppliers of materials and equipment to comply with any government and administrative requirements.



Fig. 11.6 Bureaucratic procedures according to
their digitization status

Procedures ;gg%zrrgz Hours/year
Digitized 30 520.8
Not digitized 30 4475
Partially digitized 4 67.3
Does not apply 2 67

114 Results by type of procedure
1141 Administration of Employment

Fig. 11.7 Hours required in the Administration of Employment,
by subgroup of procedures and economic sector

Economic Sector

Weigh.
Avg.
] J
Adm. of Employment 196.1 196.1 196.1 196.1
Salaries, taxes, and
contributions 715 715 71.5 715
Hiring and firing 38.1 38.1 38.1 38.1
Work reports 86.5 86.5 86.5 86.5

This section is made up of three subgroups of procedures. The
first corresponds to those contributions linked to the payment
of salaries;*® the second subgroup includes all the procedures
required in the process of hiring and firing personnel; the third
covers other administrative obligations including preparation
and logging of records and work reports.

Of the 71.5 hours/year required for the payment of salaries, tax-
es, and other labor contributions, 56 hours/year are spent dealing
with system failures on public institution websites when making
the appropriate contributions. The most significant case is the web
portal of the Venezuelan Social Security Institute (IVSS), whose
failures add 47 hours/year to a process that, in the absence of
these type of drawbacks, would not take more than 4.2 hours/year.

Hiring an employee requires a total of 12 bureaucratic proce-
dures that take 38.13 hours/year; specifically, 11.4 hours per hir-
ing and 29.9 hours per firing.

It should be noted that, in this group of procedures related to
the Administration of Employment, it’s not always possible to
make a correlation between the number of people involved and
the time it takes to complete a process. For example, in the case
of salaries, taxes, and contributions, a significant increase in the
number of employees does not significantly affect the outcome
of the index, but it does occur with the subgroup of procedures

required for the hiring and firing of personnel. In other words,
in the event that a company does not hire or fire just one person
per year, but two, the total hours required for the fulfillment of
the corresponding procedures would double.

The subgroup called Work Reports gathers procedures that are
mainly required by the Ministry of Labor and are of administra-
tive nature for the most part, totaling 86.5 hours/year.

11.4.2 Admiristration of Operations

Fig. 11.8 Hours required in the Administration of Operations,
by subgroup of procedures and sector

Economic Sector

Weigh.

I i Avg.

Adm. of Operations 459.75 830.21 830.21 740.40

Taxes 178.25 535.71 535.71 449.05

Health and Safety at

work 2815

2945 2945 29135

This group is divided into two subgroups of procedures. The
first covers those procedures related to the payment of nation-
al taxes and parafiscal contributions that do not belong to the
workplace. The second subgroup concentrates procedures re-
lated to health and safety at work.

Small companies must comply with the payment of six taxes and
contributions® such as: the Value Added Tax (VAT), Income Tax
(ISLR), taxes on economic activities by the municipalities (ISAE),
the contribution to the National Fund for Science, Technology
and Innovation (Fonacit), the Tax on Large Financial Transactions
(IGTF), and the contribution to the National Sports Fund.

The declaration and payment of the six taxes mentioned above in-
volves a set of procedures that require the most hours/year of all
the subgroups of procedures identified in this study. The total for
this item, excluding the Primary sector that enjoys some tax ex-
emptions, is 535.71 hours/year, both for the representative com-
pany of the Secondary sector and for the representative company
of the Tertiary sector. The weighted average of the three sectors
is 449.1 hours/year.

Of the 10 bureaucratic procedures that small businesses must
perform for the payment of their taxes, 7 must be done through
the SENIAT web portal. The system failures on this institution’s
website adds 134.4 hours to the year, due to the repetition of bu-
reaucratic processes, failures in uploading and/or downloading
of information, or delays in transferring files.

The subgroup of procedures related to health and safety at
work requires a total of 291.35 hours/year. There are two ob-
ligations that require the greatest number of hours for their
fulfillment: the first is the planning one day a month for recre-
ation and leisure activities for the work team (96 h/year) and
the second is the obligation to regularly train employees in
occupational health and safety (64 h/year).

53 1t should be clarified that the action of paying salaries is not included in the report because, regardless of government requirements, the company

must naturally pay its workers.

5t There are 10 in total if the labor contributions described in the Administration of Employment section are included.
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Fig. 11.9 Procedures associated with tax declarations and payments, by sectors

Bureaucratic procedures

Economic Sector
Average
1l

Daily Book Update, Major, Inventory; Auxiliary Books 24 24 24 24.0
Advance Tax 116.16 116.16 88.0
Income Tax Declaration 40.2 40.2 305
VAT return 24.8 156 156 124.2
National Fund for Science, Technology, and Innovation (FONACIT) 1.75 1.75 1.75 1.8
National Sports Fund 2 3 3 2.8
Municipal Tax on Economic Activities (ISAE) 19.4 194 14.7
Large Financial Transaction Tax Act 48 96 96 84.4
Income Tax withholding 31.2 31.2 31.2 31.2
VAT withholding 46.5 48 48 47.6
TOTAL 178.25 535.71 535.71 449.1

114.4 Other Bureaucratic Procedures

This group is divided into four subgroups: legal procedures
before the Commercial Registry office; renewals of certifica-
tions and permits; inspections and audits of company facili-
ties; and other procedures specific to the production activity
of the representative company.

Fig. 11.10 Time required for Other procedures (hours/year)

Economic Sector

Other procedures 187.00 55.33 112.45 125.33
Legal 1400 14.00 14.00 14.00
Certifications/
authorizations 13.08 13.08 13.08
Inspections / Audits 18.25 2425 24.25 22.80

Specific by

productive activity 15475  4.00 61.12 78.63

The time required by the legal procedures before the Commer-
cial Registry Office may vary significantly according to the office
where the bureaucratic processes are carried out. On average,
these procedures require 14 hours/year and are independent of
the economic activity of the representative company.

The renewal of certifications and licenses for economic activities
and the renewal of firefighter permits make up the two proce-
dures of the subgroup called Certifications/authorizations. Both
renewals take place once a year and add 13.08 hours/year.

Meanwhile, government institutions carry out company inspec-
tions or audits, without prior notice, in order to assess compli-

ance with all the required procedures described in this study.
Receiving and attending to the requirements of officials in the
inspection and control process requires 22.8 hours/year.

With regard to specific procedures to the production activity, in
both the Primary and Tertiary sectors, almost all procedures re-
late to production control, distribution, and sale of food.

In the case of the Tertiary sector results, it is important to high-
light that the result for this subgroup is an average of the two
companies representing this sector: other service activities
(hairdressing, repairs, etc.) and food retail. What is relevant for
this case is that for “other service activities” no specific proce-
dures were identified, while for the food retail, six procedures
were found that required 122.25 hours/year, resulting in an aver-
age time for this economic sector of 61.12 hours/year.

Digitization of procedures before the Commercial
Registry Office

The legal procedures before the Commercial Reg-
istry Office were partially digitized from October
2021, which reduced the time required to comply
with these requirements from 48 hours/year to 14
hours/year.

Previously, each trip to the Commercial Registry
Office took at least half a morning to complete an
average of seven procedures, including bank depos-
its that had to be made directly at the bank office,
since there was no digital payment option.

This process is partially digitized, but a consider-
able improvement has been observed for this period.
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Increased inspections and controls

During 2020 and part of 2021, companies were sub-
ject to fewer inspections and audits. These used to be
much higher, not only because of the number of audit
institutions but in the frequency with which each
institution proceeded to inspect. There are several
reasons for this decline:

The confinement that was implemented as a
measure to contain the pandemic by COVID-19
forced businesses closures and reduced the con-
centration of people in workspaces. This also
affected government institutions and, above all,
their oversight capacity.

It is estimated that government institutions have
fewer human resources, thus losing the capacity to
exercise exhaustive inspections.

Fuel shortage. Venezuela is experiencing a severe
shortage of fuel, which limits public officials’ ability
to travel and conduct business inspections, espe-
cially in rural areas where distances between in-
spection sites are often greater.

However, during 2021 and 2022, there has been an
increase in the number of audits, especially by the
Mayor’s Office and by SENIAT officials. This reac-
tivation has been exclusively for fiscal purposes,
and the possibility that other institutions such as
INPSASEL and MPPP may also reactivate these in-
spection processes is not ruled out.

116 Gonelusions and recommendations

This study identified the hours that a small business in Venezu-
ela must invest to comply with all the bureaucratic procedures
required by the Venezuelan government every year. In total it
takes 1,062 hours/year to comply with an average of 53 proce-
dures required for each company

There is not a subgroup of procedures that exhibit a low number
of hours, in other words, all deserve special attention in terms
of simplification because all require an overwhelming amount of
time for their fulfillment.

However, there are two subgroups of procedures that deserve
special attention. The first is the payment of taxes to the SE-
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NIAT, and the second is the procedures related to health and
safety at work.

Regarding the payment of taxes, small businesses must devote
449.1 hours/year to these procedures, most of them digitized.
With respect to this, there are two elements of vital importance
that should be addressed to significantly improve these pro-
cesses that compromise time and human resources that could
be devoted to production activities or even leisure.

The first element is to apply a simplification strategy, not only
to reduce the amount of taxes, but also the frequency in which
they have to be declared and paid. (Some taxes in Venezuela are
declared and paid every two weeks.) The second element to at-
tend is the quality of the process, as well as the quality of the
web platforms available to the public to carry out procedures
with the SENIAT. The failures of this particular portal add up to
137.65 hours that can be avoided if the problem is solved.

With regard to health and safety at work, compliance with the
eight procedures identified in this group requires an average of
291.3 hours/year. In particular, it is suggested that the require-
ments set forth in the Organic Law on Prevention, Conditions,
and Health Environment at the Workplace Regulations be stud-
ied and reconsidered to determine whether or not they can be
applied by small businesses.

For example, the Primary sector is required to have an ambu-
lance in rural work areas; all sectors are required to have one
working day per month to organize activities of enjoyment; ev-
ery quarter a number of hours are also required for employee
training in occupational health and safety, and a prevention of-
ficer is required to prepare and personally deliver a monthly re-
port on working and health conditions at his or her workplace.

Finally, there are other procedures that also deserve attention,
such as those related to the handling and/or marketing of an-
imal or plant-based foods. Not only does the current exhaus-
tive control on production, distribution, and marketing of food
add hours to the paperwork, but so too does the processes of
obtaining sanitary and food handling permits for employees, as
well as sanitary permits for commercial establishments. Other
procedures related to the Ministry of Labor also deserve special
attention, starting with a thorough review of the current Or-
ganic Labor Law for Workers.

The degree of presence that the State has in people’s lives is
excessive. The times reflected here are a manifestation of the
effort and resources that are wasted in complying with a scaf-
folding of demands that in the end does not add value.

Time is an irrecoverable and irreversible resource. That’s why it is
crucial to make the necessary corrections on this matter as soon as
possible, to improve the quality of life of the citizens of Venezuela.
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