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I.  INTRODUCTION 
 

1. This note is presented by the UNECE secretariat for discussion at the International Conference 
“Reducing Barriers to Entrepreneurship and Encouraging Enterprise Development: Policy Options” 
which will take place on 18 and 19 June 2007. 
 
2. This note highlights the major factors influencing the development of entrepreneurship in 
“catching-up economies” of the ECE region1, identifies problems encountered by enterprises therein, 
discusses in more detail the administrative, taxation, and financing barriers to enterprise 
development, and finally raises a number of questions for discussion. 
 
                                                   
* The secretariat would like to thank Messrs. Dirk Burghardt, Cliff Clive and Hannes Finkenbrink, interns with 
the secretariat, for their contribution to this note. 

1 The term “catching-up economies” is used to define the group of ten new EU Member States (Bulgaria,  
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia), countries of 
South-East Europe (Albania, Bosnia and Herzegovina, Croatia, Montenegro, Serbia and The former Yugoslav 
Republic of Macedonia), as well as the countries of Eastern Europe, Caucasus, and Central Asia (EECCA) – 
that is, Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, the Russian Federation, 
Tajikistan, Turkmenistan, Ukraine and Uzbekistan. 
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II. ENTREPRENEURSHIP: DEFINITION AND ECONOMIC POTENTIAL 
 
3. Entrepreneurship can be defined as profit-oriented economic activities (and related stream of 
decision-making) undertaken under conditions of risk and uncertainty. Entrepreneurship also relates 
to innovation because entrepreneurs aim to discover “new combinations” of the factors of production 
to gain profit from them. According to the OECD, entrepreneurs are the risk-taking agents of change 
and growth in a market economy that can act to accelerate the generation, dissemination and 
application of innovative and profitable ideas2. 
 

4. The development of entrepreneurship increases the national wealth and benefits the consumers 
through bringing new and less costly products into the market. The use of new technologies and 
innovative solutions by entrepreneurs translates into the enhanced macroeconomic efficiency.3 When 
developing new markets, they increase the number of jobs available and improve employment 
opportunities thus contributing to the achievement of broad development objectives.  
 
5. Experts suggest a number of indicators to measure the scale of entrepreneurial activity or its 
particular aspect. One of such indicators, for example, is the number of new starting up companies in 
the economy. It is instructive to further split this number into start-ups motivated by necessity and 
opportunity4. From another angle, the development of entrepreneurship is associated with the number 
of patents registered by innovating companies in a country or region. This indicator emphasizes the 
link of entrepreneurship with innovation.  
 
6. The scope of entrepreneurship development can be illustrated by the economic performance of 
small and medium enterprises (SMEs)5. SMEs contribute 57 per cent of value added in 
manufacturing in 25 economies of European Union and over 50 per cent in several OECD countries. 
In addition, SMEs constitute over 95 per cent of the number of enterprises and account for about 60 – 
70 per cent of employment in the OECD countries6. Within the EU area, SMEs account for over two 
thirds of the workforce in the non-financial sector of the economy. 
 
7. In catching up economies of the region, the emergence of the SME sector has been largely 
linked to privatization and break-up of large state-owned enterprises, as well as market liberalization, 
which has enabled the establishment of new demand-driven private companies. It is argued that the 
emergence of new small and medium-sized firms is likely to have a crucial impact on the supply of 
new jobs, offer of new modern products and services, and healthy competitive pressure within the 

                                                   
2 OECD. Fostering Entrepreneurship. 1998, p. 11. 

3 This aspect of entrepreneurial activity as well as its impact on the national competitiveness is examined by 
the UNECE Team of Specialists on Innovation and Competitiveness Policies (see ECE/CECI/ICP/2007/2). In 
its future work, the UNECE secretariat will focus more on the barriers specific to enterprise development in 
the innovative sectors of the economy in catching up countries.   
  
4 A person starts a business out of necessity usually because she or he cannot find a job ensuring one’s basic 
needs, and pursues this activity to survive. On the contrary, starting up a business by opportunity occurs if an 
entrepreneur seeks to exploit unique business opportunities for profit. 

5 The European Commission defines SMEs as enterprises with fewer than 250 persons employed, annual 
turnover of up to EUR 50 mn, and a balance sheet not exceeding EUR 43 mn (European Commission 
Recommendation of 3 April 1996 concerning the definition of small and medium-sized enterprises, (Text with 
EEA relevance) (96/280/EC), Official journal NO. L 107, 30/04/1996 P. 0004 – 0009, 
http://europa.eu.int/ISPO/ecommerce/sme/smedef_EN.doc). 

6 OECD. SME and Entrepreneurship Outlook, 2005, p. 21. 
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economy7. At the same time, the weight of SMEs in economic activities in this group of countries 
varies considerably. At the beginning of the current decade, in the new EU member States the share 
of SMEs in employment ranged between 55 and 70 per cent. At the same time, their weight in GDP 
exceeded 55 per cent in several of the new EU members (Estonia, Latvia, Lithuania and Slovenia) 
and ranged between 30 and 40 per cent in the other new EU countries (Poland, Czech Republic, 
Slovakia and Hungary).  
 
8. While more recent data are not available, the results of a UNECE 2001 survey show that in 
early 2000, in non-EU countries of South-East Europe, the weight of SMEs in employment ranged 
from 20 per cent in Romania and 30 per cent in Serbia to 55 per cent and more in Albania, Bosnia 
and Herzegovina, and The former Yugoslav Republic of Macedonia. A similar indicator for GDP, 
that is the share of SMEs therein, fluctuated from around 30 per cent in Bulgaria to 47 per cent in 
Serbia, and 55 - 56 per cent in Croatia and Romania.  
 
9. Similar heterogeneity can be observed among the countries of Eastern Europe, Caucasus and 
Central Asia. At the same time, in Turkmenistan and Uzbekistan the weight of SMEs in GDP was 
higher than 60 per cent, in Armenia, Azerbaijan, Georgia and Russian Federation it varied between 
30 and 40 per cent, and finally was as low as 6 – 12 per cent in Belarus, Kyrgyzstan and Ukraine8.   
 
 

III. FACTORS INFLUENCING ENTREPRENEURSHIP  
AND ENTERPRISE DEVELOPMENT 

 
10. For the purposes of this paper, the secretariat tries to distinguish trends in the three major 
groups of catching up economies: new EU members; South-East Europe; and Eastern Europe, 
Caucasus and Central Asia. 
  
11. The indicated unevenness of SME development across countries suggests a variety of factors 
influencing the development of entrepreneurship and private enterprises in the formerly planned 
economies. In the view of the secretariat, for these countries the following drivers of 
entrepreneurship and enterprise development are of particular relevance: 
 

- general settings for a market economy; the rule of law in general and the stability of 
property rights and low levels of corruption, in particular; business-friendly tax regime 
and labour-market regulations; 

- regulatory, institutional and cultural conditions governing the development of enterprises, 
which include conditions for enterprise entry and exit from the market as well as 
conditions for their operation and competition;  

- levels of research and development, and technological potential of countries; capacity of 
innovating enterprises translate the results of R&D into commercial products;  

- development of financial markets and the level of sophistication of financial services; 
conditions at which entrepreneurs can access the finance required to start and operate an 
enterprise; 

- adequate education and training, including the opportunities for training of would-be and 
actual entrepreneurs;   

- degree of exposure to external competition of the economy in general and of its 
individual sectors in particular; the unimpeded cross-border movement of goods, services 
and capital for more efficient use of resources.  

                                                   
7 See J. McMillan and C. Woodruff, “The Central Role of Entrepreneurs in Transition Economies”, Journal of 
Economic Perspectives, Vol. 16, Nr. 3, Summer 2002, pp. 153-170. 

8 UNECE. Small and Medium-sized Enterprises in Countries in Transition. 2006, p. 106. 
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12. The role of individual factors tends to change along with the progress of market reforms and 
vary in individual countries. The underdevelopment or imbalanced growth of the driving factors 
translates into barriers to enterprise development. For example, the taxation favouring SMEs or the 
removal of bureaucratic barriers to enterprise establishment will not bear fruit if other conditions 
(e.g. access to adequate finance or well-trained managers) are not in place. 
 

IV. MAJOR IMPEDIMENTS AND COUNTRY ENDEAVOURS  
TO ELIMINATE THEM 

 
13. In its extensive study “The Global Competitiveness Report 2005-2006”, the World Economic 
Forum (WEF) interviewed about 7,500 business leaders in 102 countries in an effort to identify the 
major impediments to “doing business”. Fourteen indicators were selected, according to which the 
entrepreneurs evaluated the business environment. The surveyed executives referred to the 
complicated tax regulations, too high tax rates, restrictive labour regulations, inefficient bureaucracy 
and inadequately educated work force as important obstacles to entrepreneurship.  
 
14. In a similar effort, the EBRD-World Bank Business Environment and Enterprise Performance 
Survey (BEEPS), conducted jointly by the World Bank and the European Bank for Reconstruction 
and Development in 2002 and 2005, interviewed managers and owners of more than 20,000 firms 
across 26 countries of Central and Eastern Europe, the former Soviet Union, and Turkey. This survey 
focused on business perceptions of major impediments to doing business in the indicated countries 
and it enables to compare, on a limited scale, the evolution of these perceptions between 2002 and 
2005.9  

15. According to the WEF report, in catching-up countries several factors identified by the 
surveyed executives as major impediments coincide with those quoted by their counterparts in 
developed market economies. Among those are the inefficient bureaucracy, inadequate access to 
finance, and too high tax rates. At the same time, in all groups of those economies, (that is the new 
EU members, South-East Europe and the Russian Federation and Ukraine (representing the EECCA) 
businessmen also included in the top five impeding factors the complicated tax regulations and 
corruption. Other factors, such as political instability, inflation and foreign currency regulations seem 
to have been on average less important (see annex, table I).  
 
16. While inefficient bureaucracy and tax rates were the top “problematic areas” of the business 
environment in 2004, access to financing was ranked as the third most important factor penalizing 
business operation in the surveyed new EU members, Russia and Ukraine, and South-East Europe. 
Cumbersome tax regulations followed closely in fourth place. Corruption was ranked fifth in 
catching-up countries as well as in the leading market economies. 
 
17. In summary, while the rankings in individual catching-up countries differ, in most of those 
surveyed business executives referred to three clusters of factors inhibiting entrepreneurship and 
enterprise operation. These three clusters are: inefficiency of governance (government bureaucracy 
                                                   
9 The Business Environment and Enterprise Performance Survey (BEEPS) is a joint initiative of the European 
Bank for Reconstruction and Development and the World Bank. The BEEPS and the World Bank Group's 
Doing Business are complementary surveys to examine the environments in which firms do business. Doing 
Business can be thought of as a compilation of indicators related to various government policies, rules, and 
procedures, while BEEPS is more focused on company perceptions of the ways that government policies, 
rules, and procedures are implemented in practice. In the area of corruption perceptions, results of the BEEPS 
are complementary to Transparency International's Corruption Perceptions Index (TI-CPI) and the World Bank 
Institute's Governance Indicators (WBI-GI), which endeavour to merge the various expert opinions and results 
of surveys into aggregate indexes. 
(http://siteresources.worldbank.org/INTECAREGTOPANTCOR/Resources/BAAGREV20060208ECA.pdf). 
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and corruption), taxations issues (taxation regulations and taxation rates), and inadequate access to 
finance. The sections which follow will explore these impeding factors in more detail and highlight 
the efforts made by the catching-up economies’ Governments to alleviate these obstacles.    

 
(a) Removing administrative barriers 

 
18. Complying with the administrative burden is not a problem unique to catching-up countries. 
The costs of complying with administrative requirements for businesses originating from both EU 
and national rules are estimated at some 3.5 per cent of GDP in EU-25. The majority of these costs 
are linked to substantive reporting requirements in the public interest. At the same time, there seems 
to be considerable potential for reducing this burden. By 2012, the EU and its member States are 
expected to reduce the cost associated with the administrative burden by 25 per cent. It is estimated 
that this reduction would over time increase the GDP of the European Union by up to 1.5 per cent (or 
EUR 150 billions per year)10 
 
19. Administrative procedures related to the registration process are a major impediment for 
entrepreneurs in nearly all catching-up economies. In 2004, inefficient bureaucracy was perceived as 
the most important hurdle in Bulgaria, Croatia, Russia and Ukraine. In many others countries – 
Czech Republic, Estonia, Latvia, Lithuania, Romania, Slovakia, and Macedonia – it was seen as the 
second ‘most problematic’ factor (see annex, table I).  
 
20. The ‘inefficient bureaucracy’ factor is associated primarily with the requirements by 
government authorities to be complied with when registering an enterprise. These are itemized in 
Box 1, which shows that establishing an enterprise requires from entrepreneurs a number of steps, 
which usually include obtaining an operational permit, notarizing the company deeds, opening a 
bank account and registering and/or obtaining authorization from various government agencies. 
 
Box 1: Usual Procedures and Requirements in the Business Registration Process 

• Screening procedures, which include obtaining an operational permit, filing with the Statistical 
Bureau, notarizing company deeds, opening a bank account with the required start-up capital, or 
registering with the Company Register. 

• Tax-related requirements, for example registering for the various taxes as the corporate income 
tax or VAT. 

• Labour/social security-related requirements, which include registering for accident and labour 
risk insurance as well as health and medical insurance, inspections by social security officials, 
notarizing the labour contract, registering with pension funds or filing with the Ministry of 
Labour. 

• Safety and health requirements, which include obtaining authorization and certificates from the 
health and safety authorities, passing inspections related to work safety, building, fire, sanitation, 
and hygiene. 

• Environment preservation requirements, which include inspections from environmental 
officials, or registering with the water management and water discharge authorities. 

 
Source: S. D. Djankov, R. La Porta, F. Lopez de Silanes and A. Shleifer, “The Regulation of Entry”, Harvard 
Institute of Economic Research, Paper No. 1904, August 2001, Appendix Table I 

  
 

                                                   
10 Source: European Commission. "A year of delivery", 2006 Annual Progress Report on Growth and Jobs, 
Brussels, 2006. p. 12. 
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21. Administrative barriers to entrepreneurship, such as cumbersome establishment rules, 
excessive reporting requirements and associated paperwork, inadequate information on changes in 
norms and regulations, and ruinous penalties for violations of regulations are known to adversely 
affect the functioning of SMEs. Therefore, the catching-up economy governments’ efforts aimed at 
reducing these barriers favour the establishment and operation of enterprises.  
 

• Establishment of enterprises  
 
22. Annex, table II, quantifies the information related to administrative procedures associated with 
starting an enterprise in selected developed market and catching-up economies. It shows that in 2006 
the number of procedures, which the entrepreneurs had to go through when setting up an enterprise 
in catching-up countries exceeded on average that in developed economies (9 against 6), and in 
countries of South-East Europe and EECCA this number was even higher (11 and 10, respectively). 
Over the last four years, however, in many of catching-up economies the number of procedures has 
tended to decrease.  
 
23. Equally illustrative is the comparison of the number of days required to establish an enterprise. 
Recently this number has tended to decrease in all catching-up countries. During the period of 2003-
2006, on average the number of days dedicated by an entrepreneur to start a company decreased by 
approximately 32 per cent in the new EU members, by 30 per cent in the South-East European 
countries, and by 26 per cent in the EECCA countries. Among the new EU member states, the most 
significant reduction of more than 60 per cent was observed in Slovakia and Romania, and the Czech 
Republic experienced a reduction of 40 per cent. Serbia and The former Yugoslav Republic of 
Macedonia had the most significant decrease in the number of days required to register a company 
within the group of South-East European countries of about 65 per cent. Amongst the EECCA 
countries, Azerbaijan, Russia, Moldova, Georgia and Kazakhstan experienced the highest reduction, 
ranging from 20 per cent to 50 per cent. 
 
24. As a result, in 2006 setting up a company in a catching-up country took on average 32 days, 
which is twice as long as in selected developed market economies (15 days on average). The duration 
of this exercise in the EECCA countries took equally about 32 days on average. However, in some 
countries of the later group the establishment of an enterprise took much longer - up to 69 days in 
Belarus, 67 days in Tajikistan, and 53 in Azerbaijan. Thus catching-up countries seem to have still a 
way to go in order to reduce the time required to establish an enterprise to comply with the 
international good practice. As an example, the European Commission applies the rule of thumb that 
the time required to establish a company should not exceed one week. In France and the United 
States, the enterprise establishment process can be accomplished in 8 and 5 days, respectively. 
 
25. Annex, table II also shows the overall cost of establishing an enterprise in a country as a 
percentage of Gross National Income (GNI) per capita.11 During the period of 2003-2006, on average 
the overall cost of establishing an enterprise in a country as a percentage of Gross National Income 
(GNI) per capita decreased by approximately 12 percentage points in the South-East European 
countries, by 6 percentage points in the EECCA countries, and by 5 percentage points in the new EU 
members. Amongst the South-East European countries Albania had an impressive reduction rate of 
35 percentage points. Within the group of EECCA countries, Moldova, Georgia and the Ukraine 
experienced the highest reduction ranging from 11 percentage points to 16 percentage points. 
Hungary had the most significant decrease of 20 percentage points within the group of new EU 
member states.  
 

                                                   
11 The Gross National Income (GNI) measures the total domestic and foreign income claimed by the residents 
of the economy. GNI per capita is the Gross National Income divided by the mid-year population. (World 
Bank website, http://www.worldbank.org/data/countrydata/aag.htm) 
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26. While the cost of starting a business in catching-up economies has been decreasing recently, in 
2006 it still remained four times higher than that in the selected developed market economies. The 
differences among countries are, however, considerable. Companies in South-East Europe and 
EECCA countries incurred the highest cost, where on average an equivalent of respectively 18 and 
11 per cent of per capita GNI had to be spent. This figure was lower in new EU members - over 9 per 
cent.  
 
27. The last column of annex, table II shows the minimum amount of money a potential 
entrepreneur has to deposit in a bank account before the registration process can start in accordance 
with the Commercial or Company Law. Here again the comparison is unfavourable for entrepreneurs 
in catching-up countries. Starting up a company in the selected developed countries is less expensive 
than in catching-up countries. In 2005, the minimal capital requirement as a percentage of GNI in the 
selected market economies was on average almost twice as low as that in catching-up economies. In 
2006 this gap widened even more as the minimum capital requirement in the selected developed 
countries dropped significantly from 25 per cent to 12 per cent of per capita GNI and became almost 
4 times lower than in catching-up economies. In 2006, the largest financial burden had to be incurred 
by companies in the new EU members (60 per cent of GNI per capita), while in countries of South-
East Europe and EECCA this indicator made up 46 and 31 per cent, respectively. 
 
28. Important differences among countries can be also noted. While in Azerbaijan, Romania, 
Montenegro and Kyrgyzstan the capital requirements were either equal to or close to zero, in 
Bulgaria, The former Yugoslav Republic of Macedonia, Poland, Tajikistan and Ukraine they ranged 
from over 90 to 379 per cent of GNI per capita. At the same time, according to the World Bank over 
the last four years in some countries, e.g. Ukraine, The former Yugoslav Republic of Macedonia and 
Uzbekistan the minimum capital requirements increased, while in others - Serbia, Bosnia and 
Herzegovina, Georgia, Poland, and Bulgaria - they fell significantly. 
 
29. Having said that, one cannot deny that generally an entrepreneur in catching-up countries has 
to go through more procedures when registering a company, the procedures take more time and are 
relatively more costly than when a similar undertaking takes place in a developed market economy.  
  
30. For example, according to International Finance Corporation, in the Ukraine, the time required 
for registering a company dropped from an average of 8 weeks in 2003 to 4.5 weeks in 2004 after the 
enactment of the Law of Ukraine on the State Registration of Businesses–Legal Entities and 
Individual Entrepreneurs12. In 2006, in that country an entrepreneur willing to register a company 
had to cope with 10 different procedures. This took him at least 33 days and cost a total of USD 140, 
which equalled to almost 9.2 per cent of the Ukrainian GNI per capita. Moreover, he had to deposit 
as much as USD 3,022 on his bank account (an equivalent of 199 per cent of the GNI per capita). In 
the United States, by contrast, in the same year there were only five procedures to go through, which 
could be handled within one week and which cost an entrepreneur USD 306, that is, less than 0.7 per 
cent of the GNI per capita, while no minimum capital deposit was required13.  
 
31. In order to simplify the enterprise registration procedures and drawing on the experience of 
developed and catching-up countries, the World Bank and the European Commission have come up 
with some recommendations for reforming countries (see boxes 2 and 3). Many of catching-up 
economies are in fact following those recommendations in practice.  

                                                   
12 Business Environment in Ukraine, 2005. Annual survey of the business environment in Ukraine, IFC. 

13 World Bank, Doing Business: http://rru.worldbank.org/doingbusiness/. 
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Box 2: World Bank: six business registration reform points 

• Create single access points for business. An entrepreneur should be able to abide by all the 
registration requirements and contact representatives from various government bodies in a single 
agency. This is already the case in Romania, for example, where only five steps are necessary 
for registration, less than in an average OECD high-income country. 

 
• Standardize paperwork. Standard forms make the processing for entrepreneurs as well as the 

registry easier, and legal or notary services usually become redundant. 
 
• Get out of the courts. Business registration generally should not involve notaries or judges. 

Simple procedures, as the verification of signatures could be done by public administrators. 
 
• Make registration electronic. Information on the registration process should be available on-

line via comprehensive websites. These should provide exhaustive information on the required 
registration steps, documents and costs involved. The same Internet sites should be used to file 
registrations. As an example, in April 2005, Moldova opened the first online “one-stop shop” for 
business registration. 

 
• Introduce temporary business licenses. Temporary licenses could facilitate the prompt 

operations’ start for entrepreneurs in ‘standard’ circumstances before the final license is 
approved. 

 
• Impose a “silence is consent” rule in business registration. Deadlines for government 

agencies’ processing of business registration requests should be shortened and once the deadline 
is over, the enterprise should automatically be considered as registered. In 2006, in Armenia and 
Georgia, which use this rule, business registration took fewer days than in other catching-up 
countries – 24 and 16, as compared with 32 days on average. 

 
Source: World Bank, “Doing Business 2005: Removing Obstacles to Growth”, Oxford University Press 
(Washington D.C.), 2005, pp. 21-23 
 
 
Box 3: European Commission: recommendations and guidelines 
            The European Council has invited the Member States to ensure that: 

• Start-up fees are low, reflecting only administrative costs. 
 

• One-stop shops for start-ups enable companies to fulfil regulatory obligations (including VAT 
registration) in a single location and/or electronically. 

 
• Administration relating to the recruitment of the first employee can be done through a single 

contact point. 
 

• Entrepreneurship education is included in school curricula. 
 
Source: "A year of delivery", 2006 Annual Progress Report on Growth and Jobs, European Commission, p.13. 
 
 
32. Recently, streamlining the enterprise establishment requirements has been one of the priorities 
of enterprise development policies in the region. Here, the example of the former Serbia and 
Montenegro could be illustrative.  
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33. In 2003, in that country according to the OECD survey, companies considered redundant the 
involvement in the registration process of quite a number of official bodies, which included 
commercial courts, statistical office, local authorities and some others. In particular, because of their 
limited information technology capacity, the commercial courts were perceived as causing delays 
and even registration errors (for example, using the same company name twice). The minimum 
required capital (USD 5,000) was also considered a major obstacle by a number of respondents. 
Small and medium-sized firms complained that it was almost impossible to complete the process 
without drawing on the expertise of lawyers and external consultants, which was a significant 
additional cost factor14. 
 
34. As a result of the reform conducted in 2004 and 2005, the former Serbia and Montenegro 
reduced the number of procedures for business registration from 11 to 10, and the number of days 
that entrepreneurs had to spend on registration from 51 to 18. In parallel, the registration cost 
dropped from over 15 per cent to 10 per cent of gross national income per capita, while the minimum 
capital requirement was reduced from 102 to less than 10 per cent of per capita GNI. As a result of 
the reform, in 2005 the three latter indicators for that country approached the average in a developed 
market economy. 
 
35. Along the same lines, in the Russian Federation, for example, the tax directorate, which is now 
in charge of business registration, is known to accomplish the enterprise registration through a single 
window technology in about five days. 
 
36. In early 2006, in Belarus, government agencies simplified procedures for having new company 
names approved, and a single-window principle for post-registration procedures was introduced15. 
Simultaneously, the maximum delay for document processing by the State registration bodies was 
reduced by 10 days, thus lowering the registration cost by about 21 per cent. The International 
Finance Corporation estimates that the shorter registration will result in an extra USD 3 million 
worth of annual profits for the SME sector16.  
 
37. During the last several years, Uzbekistan has also taken a number of steps to facilitate the 
State registration of business entities. Among those were the introduction of a “one stop” registration 
procedure (2001) and the permission to enterprises to apply for permits, which enabled a business 
entity to actually start operations.17 The new system has considerably simplified the overall 
registration process for SMEs. After its adoption the time required for registering a business dropped 
from an average of five weeks to 8 - 12 days.  
 

• Permits and licences 
 
38. One of the administrative instruments used by the State to regulate the market entry of business 
operators is the issue of various permits and licenses. This system in catching-up countries has also 
witnessed a certain simplification. For example, a new Ukrainian law on business permits, which 
came into force in January 2006, harmonized all regulations pertaining to operational permits and is 
expected to facilitate the new business start-ups.  

                                                   
14 OECD, “Stability Pact, South East Europe Compact for Reform, Investment, Integrity and Growth, Serbia 
Enterprise Policy Performance Assessment (Serbia and Montenegro)”, 2003, p. 22. 

15 Presidential Decree № 6 on Introducing Amendments and Modifications to Presidential Decree № 11, dated 
16 March 1999. 

16 Business Environment in Belarus, 2006. Survey of the Byelorussian SME sector, IFC. 
 
17 Business Environment in Uzbekistan, 2002-2005. Annual Survey of Uzbek SMEs, IFC. 
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39. Along the same lines, Uzbekistan has reduced the list of publicly issued permits, extended the 
minimum term for license validity to five years, and approved the list of activities licensed for an 
indefinite term. At the same time, the new system of business registration shortened the delay of 
getting a permit from an average of 1.5 weeks to 2 days. The above-mentioned enterprise survey 
conducted in Uzbekistan by the IFC in early 2006 showed that as much as 19 per cent of the SMEs 
surveyed benefited from the abolition of 12 permits. According to the IFC estimate, due to these 
measures enterprises could gain an extra income of at least USD 5.2 million per year18.   
 
40. In Belarus, a similar survey conducted by IFC in 2005 revealed that a shortened processing 
was the most important result of a regulatory reform in the sphere of licensing. The duration of 
processing dropped from an average of 45 working days in 2004 to 27 working days in 2005. 19 
 
41. In Tajikistan, a new law on licensing adopted in 2004 replaced over 800 normative acts 
regulating licensing procedures. 
 
42. In order to compare the impact of licensing on enterprises across countries, the World Bank 
has introduced an indicator to measure the time spent on each procedure required to build a 
warehouse. The procedures include obtaining the necessary licenses and permits, completing the 
required notifications and inspections, and obtaining utility connections. According to the survey, in 
2006 the average number of days required to build a warehouse in a catching-up country was about 
245. As compared with 2005, this indicator dropped in many countries: the number of days required 
to make the warehouse functioning declined in Latvia from 160 to 152, in Georgia from 282 to 137, 
in Armenia from 176 to 112, in the Ukraine from 265 to 242, in Bulgaria from 242 to 226, in 
Romania from 291 to 242, and in Bosnia and Herzegovina from 482 days to 467 days. In the rest of 
catching-up countries surveyed this indicator did not change, with the exception of Moldova, where 
the number of days required to build a warehouse increased by 30 per cent.20  

 

                                                   
18 Business Environment in Uzbekistan, 2005. Annual Survey of Uzbek SMEs, IFC. This survey was 
conducted in January – February 2006 by the IFC’s Uzbekistan SME Policy Project. It covered about 2,500 
small business legal entities, and 400 individual entrepreneurs from all sectors of the economy in all regions of 
the country. 

19 Business Environment in Belarus, 2006. Survey of the Byelorussian SME sector, IFC. 

20 Doing Business project survey (http://www.doingbusiness.org/). 
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• Operational enterprises  
 
43. Several Central Asian countries, e.g. Tajikistan and Uzbekistan, have streamlined the system 
of enterprise inspections and improved coordination between tax institutions.21 The average number 
of days inspectors spend surveying the companies has decreased in these countries and fewer SMEs 
are being examined annually. During 2001-2005, the average number of inspections that business 
operators faced each year fell from 6.2 to 0.9, whereas the share of inspected SMEs decreased from 
89 per cent to 22 per cent. IFC experts estimate the potential annual positive effect from 
implementing these legislative measures at about USD 21 mn in terms of accrued cost efficiency in 
the SME sector.  
 
44. In 2005, the Government of Belarus modified the procedures of enterprise inspections so that 
the overall number of inspections of SMEs was reduced by about 30 per cent. Reportedly, due to 
better coordination of inspecting agencies, the average number of inspections per firm fell from 10 in 
2004 to 7 in 2005, and the time SMEs spent on dealing with inspectors dropped from 24 to 10 days 
per year. In 2003, in Georgia, SMEs on average went through 2.5 inspections, and at that time this 
was one of the lowest indicators in the region.  

 
(b)  Improving tax administration  

 
45. SMEs have traditionally named taxation as one of the most problematic aspects of their 
activity. The important effect exercised by taxation on the business environment is confirmed by the 
results of both the EBRD-World Bank Survey and the latest World Economic Forum Executive 
Opinion Survey conducted in 2006-200722. Annex, table VI illustrates the scores given in the latter 
Survey by the interviewed managers to taxation, the lower the score the more serious the associated 
problem. Compared with the scores obtained by the other components of the business environment, 
e.g. access to financing or the size of the informal economy, the score of taxation was the lowest. 
Moreover, this perception of executives did not vary significantly across country groups. 
 
46. The available data on the tax burden borne by business operators in different countries of the 
region are based on enterprise surveys of the World Bank (see annex, table III). Annex, table III 
records the taxes that a medium-sized company must pay or withhold in a given year, as well as 
measures of the administrative burden related to paying taxes. The amount of taxes paid, in 
particular, consists of profit tax, labour tax and contributions, and other taxes paid by the enterprise 
presented as a percentage of profits. 23  
 
47. As an example, in early 2006, in Georgia in its second year of operation a company had to 
make as many as 35 tax payments and had to spend 423 working hours per year on tax issues. The 
amount of taxes paid (including profit tax, labour tax and contributions, and other taxes) was 
equivalent to almost 38 per cent of gross profit. In the United States, a similar firm had to handle 10 
tax payments, to spend 325 hours on tax issues, and to pay about 46 per cent of gross profit in taxes. 
                                                   
21 Uzbekistan: Decree of the President “On the Measures of Further Improvement of the Legal Protection of 
Businesses” #UP-3619 of June 14, 2005. Tajikistan: Draft Law on Inspections, adopted by Lower House on 
May 31st 2006. 
22 The Survey is based on the responses of 11,232 business executives from 125 countries. “The Global 
Competitiveness Report 2006-2007”, p.125-127. 

23 The tax burden on enterprises depends not only on statutory tax rates incurred by the latter, but is also 
influenced by the national definitions of taxable income (national tax bases), which differ among countries. In 
many cases, the actual amount of taxes paid to the state is significantly lower than that implied by the statutory 
rate due to the use of legally-acceptable forms of alleviating taxation. Therefore, the assessments of inter-
country differences in the tax burden drawing on the data presented in the annex, table III, should be 
considered as a first approximation. 
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48. According to the EBRD-World Bank Enterprise Survey, between 2002 and 2005 (see figure 1) 
the percentage of firms which considered the tax administration as a burden for conducting business 
decreased in EECCA (CIS) countries (from 60 to less than 50 per cent) and those of South-East 
Europe (from about 45 to 42 per cent), although in the eight new EU Member States this percentage 
grew slightly, reaching about 50 per cent in 2005.  
 

Figure 1. Percentage of companies considering tax administration as a problem for doing business 

 

Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey” (BEEPS). 

• Tax rates 
 
49. According to the same survey (see figure 2), between 2002 and 2005 the percentage of 
companies perceiving tax rates as a problem dropped in all groups of catching-up economies (and 
Turkey). This decrease was the largest for the countries of South-East Europe (from 65 to about 57 
per cent), and more modest in the EECCA (CIS) countries, and the eight new EU members where 
this percentage reached 58 and 63 per cent, respectively.    
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Figure 2. Percentage of companies considering tax rates as a problem for doing business 
 

 

Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey” (BEEPS). 

 
 
50. These findings are complemented by the results of the World Bank Doing Business Survey, 
which show that over the period of 2005-2006, in the EECCA countries on average the total tax rate 
decreased by 14 percentage points, in new EU members by 2 percentage points, and remained 
basically unchanged in the South-East European countries (see annex, table III).  
 
51. Despite some reduction in the taxation rate in catching-up countries (measured as a percentage 
of company gross profit) the disparity between different groups of catching-up economies and 
developed countries persisted. 
 
52. In 2006, in the new EU members as well as in South-East Europe the share of taxes in the 
gross profits was on average slightly lower than in the six selected OECD economies: about 47 and 
45 per cent respectively, against 51 per cent. The same applies to several EECCA countries 
(Azerbaijan, Armenia, Georgia, Kazakhstan, and Moldova), where the ratio of taxes to the gross 
profit ranged between 38 and 49 per cent. In contrast, in several other EECCA countries – Belarus, 
Kyrgyzstan, Russian Federation, Tajikistan, Ukraine and Uzbekistan - this ratio was higher, 
exceeding 50 per cent of gross profit. 
 
53. Since 2006, the data compiled by the World Bank enable a more detailed analysis of the 
composition of the tax burden. The latter is broken down into the profit tax, labour tax and 
contributions, and other taxes. The data show that in 2006 on average the profit tax in catching-up 
countries was twice as low as in the selected developed countries – 11 per cent as compared with 22 
per cent. In such countries as Belarus, Bulgaria, Estonia, Hungary, Latvia, Lithuania, Kyrgyzstan, 
Montenegro, Romania, Slovakia and Uzbekistan the profit tax was less than 10 per cent. These lower 
rates seem to be linked to government policies aimed at fostering entrepreneurship on the one hand 
and at attracting foreign direct investment on the other.  
 
54. In contrast, on average labour taxes and contributions in selected developed countries were 
lower than in catching-up countries. With the exception of France (with labour taxes and 
contributions reaching 55 per cent of the gross profit), these payments in the majority of catching-up 
countries were higher than in the OECD countries, with rates ranging between 30 to 40 per cent of 
profit to be contrasted to the 24 per cent OECD average.  
 
55. In 2005, in Uzbekistan, with the aim of reducing the tax burden and streamlining the tax 
administration, the Government introduced a single tax payment (STP) for small enterprises that 
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engaged in specific industry and service sectors. A survey conducted by the International Finance 
Corporation (IFC) in early 200624 showed that more than half of entrepreneurs believed that the 
introduction of the STP reduced the effective tax burden – two of every five respondents noted 
simpler tax calculation and payment procedures. However, this innovation was less beneficial for 
enterprises engaged in several lines of business activities subject to different taxation rules 
simultaneously. 
  
56. Several EECCA countries, for example Belarus and Tajikistan, have adopted new tax codes 
that have reduced tax rates as well as the number of taxes to be paid by enterprises. Reportedly, over 
the transition  period, Ukraine has gradually lowered tax rates and introduced a simplified taxation 
system for the private sector, while in Belarus a number of recently adopted regulations25 are 
expected to have a positive impact on the enforcement of tax legislation. 

 
• Number of tax payments 

 
57. Annex table III shows that in 2006 the number of tax payments incurred by enterprises in 
catching-up countries (50 on average) was up to two and a half times higher than that in selected 
OECD countries, in which this number made up 19. While in the new EU members, the number of 
tax payments (29) was one and half times higher than that in the selected OECD economies, in 
countries of South-East Europe and the EECCA this figure exceeded its OECD counterpart 2.5-fold 
and 3.5-fold, respectively. 
 
58. In 2005- 2006, the total number of tax payments per year in catching-up countries on average 
remained higher than in the leading developed market economies. At the same time, in these terms 
the new EU members seem to have been closing the gap. Over the same period, in this group of 
countries the number of tax payments per year dropped from 33 to 29, while in the EECCA States it 
remained at 71 - 72. Within the group of new EU members, Latvia reduced the number of tax 
payments five-fold and in 2006 this indicator was as low as that of the United Kingdom. Georgia saw 
the most significant reduction among the EECCA countries: from 48 to 35 payments per year. 
 

• Time needed to comply with the taxation requirements 
 
59. According to the same World Bank data set, in 2006 the average number of hours per year 
which companies had to spend to comply with taxation requirements in catching-up countries was as 
high as 446, compared with 213 in selected OECD countries. While in countries of South-East 
Europe the average (160) was lower than that of OECD (160), in new EU members (343) and the 
EECCA countries (693) the average “compliance time” was longer than in OECD by 61 per cent and 
almost three-fold, respectively.  
 
60. Over the period of 2005-2006, hours per year spent on preparing, filing and paying taxes 
decreased slightly by 4 per cent in South-East European countries. Georgia with the drop of 6 per 
cent saw the most significant reduction among the EECCA countries, while Croatia had the highest 
decrease of 16 per cent among the South-East European countries. 
 
61. Governments in many of catching-up economies are known to have endeavoured to 
significantly streamline the taxation systems and alleviate the taxation rates for enterprises, 
especially for SMEs. However, these efforts have not yet fundamentally changed the firms’ 

                                                   
24 Business Environment in Uzbekistan, 2005. Annual Survey of Uzbek SMEs, IFC. 

25 The Presidential Decree № 151 dated 15 March 2006, which amends the Presidential Decree № 673 “On 
Certain Measures to Improve the Coordination of Control Activities by Control Agencies and Modify the 
Procedure for Imposing Economic Penalties”, dated 15 November 1999; The Presidential Decree № 419, dated 
30 June 2006, “On Additional Measures to Regulate Taxation”.  
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perception of taxes as a major burden for doing business. The large number of national and local 
taxes, in particular, represents a major hurdle in terms of cumbersome filing requirements. At the 
same time, the frequently modified taxation systems do not contribute to the stability and 
predictability of the business environment in catching-up countries. The results of the survey 
therefore attest to the need for further aligning the taxation policy in catching-up countries to the 
needs of enterprises, especially the SMEs. 
 

(c) Financing of SMEs 
 
62. According to the World Economic Forum surveys, access to finance is regarded by enterprises 
as one of the three most important factors influencing the business operations. At the same time, 
adequate financing for SMEs is known to be constrained by high credit risk, which their financing 
represents for financial institutions. Banks in catching-up economies are often excessively cautious 
vis-à-vis new enterprises, which often lack reliable track record, credit history and represent a high 
probability of default.  
 
63. Recently, banks in catching-up economies have increasingly provided finance to start-ups and 
SMEs. These also get financial support from other sources, which include relatives and family 
savings, networks of business angels, and, eventually, venture capitalists and equity markets. The 
issues related to the financing of innovation and innovative enterprises with a special focus on 
catching-up countries are examined in more detail by the UNECE network of experts on financing 
for innovative development.26 
 
64. Given a certain weakness of the banking system, Governments, in cooperation with the private 
sector, have developed a number of alternative sources of financing for SMEs. Special government 
programmes have been initiated in Armenia (Small and Medium Entrepreneurship Development 
National Centre), Bulgaria (National Innovation Fund), Kazakhstan (Small Business Development 
Fund), Kyrgyzstan (The State Fund for SME Support) and Uzbekistan (The Republican Coordination 
Council for Promotion of SME Development). 
  
65. In order to facilitate access to financial resources for SMEs, the Government of Armenia has 
set up a special programme of loan guarantees focusing on enterprises operating in the remote 
regions of the country. Over 2004 – 2006, SMEs obtained as many as 126 loan guarantees worth 
AMD 443.7 mn, which ensured a credit portfolio worth AMD 846.9 mn.27  
  
66. The loan facilities for SMEs, especially those having domestic and foreign participation, are 
also provided by international financial institutions and private funds. For example, in Kazakhstan 
major credit lines for SMEs include those provided by EBRD in cooperation with the Kazakh Small 
Business Development Fund, as well as credit lines provided by the World Bank (loans to farmers) 
the Central Asian – American Enterprise Fund and Asian Development Bank.  
 

• Banks 
 
67. In many of the developed countries, SMEs as compared with large firms tend to rely more on 
commercial bank financing. According to the Bank for International Settlements, in the second half 
of the 1990s in developed countries the role of banks in the external financing of companies was 
generally higher for SMEs than for large enterprises (annex table VII). In such countries as Germany 

                                                   
26 See ECE/CECI/FID/2007/2. 
 

27 I. Karapetyan. Government policies and programs to support SMEs in Armenia. Obschestvo i ekonomika, 
N0 10, 2006, p. 43. 
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and Italy, for example, the share of banks in the external financing of SMEs was almost two thirds, 
as compared with 20 – 30 per cent for large enterprises. 
 
68. In catching-up countries, SME access to commercial banking funds is more difficult than in 
developed market economies. Barriers to bank finance are particularly high for those start-ups, the 
competitive strength of which is based on R&D and innovation, because those companies often lack 
physical assets which can be used as collateral.  According to the EBRD - World Bank Survey, in 
2005 internal funds and retained earnings made up between 60 and 80 per cent of the overall 
enterprise investment in catching-up countries while the so-called formal borrowing (which proxies 
the bank loans) – less than 20 per cent (see figure 3).   
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Figure 3. Surveyed Company Investment by Source 
 

 

 
Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey” (BEEPS). 

 
69. The same source shows a decrease between 2002 and 2005 in the percentage of interviewed 
companies which considered access to financing a problem (lack of collateral or financing not 
available), in all groups of catching-up countries (most importantly in EECCA). In 2005, the 
indicated percentage made up about 40 in both the eight new EU members and in EECCA countries, 
while in the States of South-East Europe, it was about 44 per cent (see figure 4). 
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Figure 4. Percentage of companies considering access to financing 
as a problem for doing business 

 
 

Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS). 

 
70. During the same period, the time required for companies to negotiate a loan with a bank 
decreased considerably in countries of South-East Europe (from 34 to 26 days) and the new eight EU 
member States (from 28 to 24). In contrast, in the EECCA countries this number increased from 
about 17 to 20. The percentage of companies considering the cost of financing a problem for doing 
business dropped mostly in the new EU members, while in the other groups of catching-up 
economies the reduction was smaller. In 2005, the indicated percentage made up about 46 in the 
eight new EU member States, about 50 in the countries if EECCA and about 55 per cent in countries 
of South-East Europe.28   
 
71. According to the WEF Survey, in 2006, businessmen in South-East Europe and EECCA 
found it more difficult to obtain a bank loan without collateral as compared with their counterparts 
from developed market economies. Of the total score of 7 (loan easily obtainable with a good 
business plan), entrepreneurs from the new EU countries reported a score of 3.7, while those from 
South-East Europe and the EECCA reported 3.0 and 2.7, respectively. In contrast, company 
managers in all of the selected OECD countries scored this opportunity at more than 3.8 points. 
 
72. The SME difficulties with accessing finance can be illustrated by the Bulgarian experience. 
Half of the SMEs in Bulgaria have never applied for a loan, whereas as few as 13 per cent of 
submitted projects are accepted by commercial banks. Those often reject project proposals by SMEs 
because of inadequate collateral, poor financial condition of applying enterprises, and insufficient 
clarity of business plans29.  
 

• Leasing 
 

                                                   
28 http://siteresources.worldbank.org/INTECAREGTOPANTCOR/Resources/BAAGREV20060208ECA.pdf 

29 Annual Report on the Condition and Development of SMEs in Bulgaria 2004, Access to 
Financing. 
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73. Both in developed and catching-up economies leasing has become an important source of 
medium and long-term enterprise finance. In Bulgaria, for example, in 2004 as much as 28 per cent 
of SMEs used a bank credit line and 20 per cent – leases, the latter becoming in certain respects a 
competitor to bank lending. 
 
74. Over the past three years, countries of Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan, and 
Uzbekistan) introduced a number of laws and taxation rules making the leasing operation more 
attractive for domestic and foreign investors. In 2004, the Kazakh companies concluded leasing 
agreements worth USD 172.2 mn, which represents a two-fold growth over 2003. By 2006-2007, the 
volume of leasing was expected to increase to over USD 600 mn. In 2004, in Uzbekistan the value of 
leasing agreements by SMEs grew to more than USD 40 mn and in Azerbaijan in the same year it 
was as high as USD 7.2 mn30  

 

75. Recently the leasing operations have been developing also in Kyrgyzstan and Tajikistan, 
where the number of banks engaged in leasing and leasing companies have grown. Further 
development of this market will depend on creating a more favourable tax environment for leasing.31 
 
76. The international financial institutions contribute to capacity-building for leasing. In 
particular, the Central Asia Leasing Facility established by IFC for 2005-2008 and funded by the 
Swiss Secretariat for Economic Affairs (SECO) aims at facilitating the leasing operation for SMEs in 
Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan. The Facility is expected to 
strengthen the capacity of local financial institutions in leasing operations by assisting them with 
organizational restructuring, credit analysis and risk management training, and upgrading of their 
management information and internal audit systems.32 
 

• Micro financing 
 
77. Microfinance is a financial service provided to SMEs and individuals having limited access 
to conventional banking services.  
 
78. This method of debt financing is increasingly common in catching-up economies, in 
particular in the Russian Federation, where surveys attest to a growth of this market segment. Micro-
financing has gradually become part of the country’s financial system, complementing conventional 
banking and providing access to loans for those companies and consumers who do not meet  
commercial bank requirements. In 2003- 2004, the volume of micro-credit loans to SMEs grew by 50 
per cent while the number of borrowers increased by one third. According to a sample survey 
conducted in early 2005, as many as 60 per cent of micro loans were intended for business purposes 
and 80 per cent of those were short-term. 33 
 
79. In 2004, Tajikistan adopted new microfinance legislation, which aimed at creating an 
enabling legal and regulatory framework for this sector. In particular, the law permitted the 

                                                   
30 Leasing in Central Asia. A snapshot of the leasing market in Central Asia. 2005. IFC. p. 4. 

31 Ibid. 

32 http://www.ifc.org/ifcext/pressroom/ifcpressroom.nsf/PressRelease?openform&6408159D7997267D852570EC005540A1 

33 Analytical paper “Summary of the Non-bank Microfinance Development Trends in Russia (2003-2004)” 
produced by the Russian SME Resource Centre jointly with the Russian Microfinance Centre. The list of 
respondents surveyed in the second round included more than 400 institutions, associations, unions and 
networks in 54 regions of the Russian Federation. 
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microfinance companies to attract additional financing from donor organizations and private 
investors, thus enhancing their lending capacity.  
 
80. Along the same lines, Georgian authorities have undertaken to establish a legislative and 
regulatory framework for the activities of non-bank depository institutions (credit unions), which are 
a potential source of micro financing for SMEs. In 2005, as many as 43 credit unions were licensed 
in Georgia and reportedly 40 per cent of SMEs were aware of micro-financing facilities available.34  
 

(d) Reducing Corruption  
 
81. When calculating the cost of starting a business, the would-be entrepreneurs have to take into 
account not only official payments but also unofficial payments which they often have to make in the 
process of registration and operation of an enterprise. While the size of such payments differs from 
one country to another, they also contribute to difficulties of setting up an enterprise. As a result, the 
would-be entrepreneurs are often deterred from starting a legal business, which is sometimes 
replicated by a non-registered entrepreneurial activity in the so-called shadow economy. This 
situation reduces the taxation base for Governments, deteriorates the conditions of employees at non-
registered enterprises and also nourishes the fabrication of low quality products often detrimental to 
the health of consumers and to the environment. 35 
 
82. In early 2000, high corruption perceptions in catching-up countries were supported by 
company surveys, which signalled that the extortion of illegal payments was common during the 
business registration36.  
 
83. The EBRD-World Business Environment and Enterprise Performance Survey (BEEPS) 
indicates that between 2002 and 2005 the percentage of firms which considered that the unofficial 
payments to government officials were frequent dropped in all groups of catching-up countries (see 
figure 5). This decrease was the most important in the new eight EU member States (from 18 to 
about 10 per cent), and in the EECCA (CIS) countries and countries of South-East Europe it made up 
about 2 – 5 percentage points. In 2005, about a quarter of EECCA and South-East European 
companies interviewed considered unofficial payments frequent.  
 
 

Figure 5. Percentage of companies considering unofficial payments frequent 

                                                   
34 Business Environment in Georgia, 2004. Annual Survey of Georgian SMEs, IFC. 

35 Doing Business 2007, “How to Reform”, http://www.doingbusiness.org/documents/EconomyProfile-
COMESA.pdf. 

36 See S. Johnson, D. Kaufmann, J. McMillan and C. Woodruff, “Why do firms hide? Bribes and unofficial 
activity after communism”, Elsevier, Vol. 76(3), 2000, p. 503. 
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Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS). 

 
84. This Survey shows that over the same period bribes as a percentage of the annual sales of 
companies dropped significantly in all groups of catching-up (transition) countries (see figure 6). In 
2005, this percentage was the lowest in the eight new EU members (about 0.6), and made up 0.9 and 
1.3 in countries of South-East Europe and EECCA, respectively.  
 

Figure 6. Unofficial payments as percentage of company annual sales 
 

 
Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS). 

 
85. Finally, the Survey indicates that between 2002 and 2005 the percentage of companies 
believing that corruption was a problem for doing business decreased in all groups of catching-up 
economies by 3 – 5 percentage points (see figure 7). In 2005, the proportion of companies which 
were of that opinion, was highest in countries of South-East Europe (about 47 per cent), while in 
countries of EECCA and the eight new EU member States the proportion was lower (about 35 and 32 
per cent, respectively). 
 

Figure 7. Percentage of companies considering corruption as a problem for doing business 
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Source: “EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS). 

 
 
86. The multiple unofficial payments and costs thus incurred by entrepreneurs are also reflected 
in the Corruption Perception Index (CPI), which is based on data from a number of sources and is 
compiled by Transparency International (see annex table IV). This index is based on seven 
international surveys of business people, political analysts and the general public in 52 countries, and 
reflects their perceptions of corruption. The index varies from 0 to 10, and the higher the index value 
the lower the perceived corruption. 
 
87. The data available show that during 2003 – 2006 in catching-up economies of the region 
corruption was perceived the worst in the EECCA countries, which exhibited an index value of 2.4 - 
2.5. During the same period, this value was slightly higher in the countries of South-East Europe, i.e. 
between 2.8 and 2.9, while in the new EU members the CPI was higher and varied between 4.3 and 
4.8. For comparison, only Italy (4.9) and Greece (4.4) of the ‘old’ European Union countries showed 
similar values of the corruption index. In the other developed market economies, the experts 
surveyed perceived much lower levels of corruption. In the same years, the CPI value stood on 
average at 7.2 in Japan and France, 7.5 in the United States, 8.0 in Germany, 8.6 in the United 
Kingdom, and 9.7 in Finland. 
 
88. Over the period of 2003-2006, the Index attests to a certain improvement in the situation in 
the new EU members, while in the EECCA countries and South-East Europe it did not change 
significantly. On average, the value of the Index increased by approximately 3 per cent in the 
EECCA countries, by 4 per cent in the South-East European economies and 13 per cent in the new 
EU Member States. The largest increase, of over 30 per cent, was recorded in Georgia, Azerbaijan, 
Moldova, and Serbia. At the same time, in some countries, e.g. Croatia, Bosnia and Herzegovina, 
Belarus, Armenia, the Russian Federation and Uzbekistan, the Index dynamics suggest strengthened 
corruption perceptions.  
 
89. Recently, the catching-up countries have endeavoured to improve the public governance 
overall and intensified their fight against corruption in a number of areas. In particular, this concerns 
the reform of the judicial system, tax reform and institutional reform, including the establishment of 
new anti-corruption advisory bodies, and enhanced accountability of civil servants.  
 
90. In the context of restructuring the judicial system, an effort has been made to foster the 
independence of courts and prosecute corrupt judges. In Georgia, for example, two laws were passed 
in 2004 – 2005 as part of a package intended to increase the independence of magistrates and 
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strengthen the Government’s ability to prosecute judges infringing the law.37 One of the new 
Government’s most important measures for fighting corruption among civil servants was to raise the 
salaries of judges. 
 
91. Tax reform has also contributed to reducing the incentives of tax authorities to accept bribes. 
In Georgia, the Tax Code, revised in December 2004, was intended to reduce corruption by 
increasing the capacity and incentives for enterprises to pay taxes.  Along the same lines, in Poland 
an act on freedom of economic activity, passed in 2004, limited tax officials’ ability to abuse their 
prerogatives and collect bribes. Business start-ups now require fewer permits to commence trading, 
and the law prevents tax offices from conducting more than one audit at a time, unless an official 
investigation is in progress. The latter measure helps to limit the opportunity for the tax inspectors to 
extort bribes. 
 
92. The reform of institutions has contributed to fighting corruption through establishing 
specialized anti-corruption advisory bodies. In 2005, Georgia, for example, established an anti-
corruption working group composed of government officials and NGOs with the goal of developing 
an anti-corruption strategy. In Kazakhstan, the Government has streamlined the functions of 
enforcement agencies to avoid duplication in investigating corruption cases. The Agency for Fighting 
Economic Crime and Corruption, established in 2005, is responsible for reducing bribe-taking, 
acceptance of other illegal benefits, abuse of authority and smuggling related to business operations.  
 
93. Finally, an effort has been made to increase the transparency of operation and the 
accountability of civil servants. In 2004, in Kyrgyzstan the Parliament adopted a law, according to 
which civil servants could be temporarily suspended from duties in case of a conflict of interests 
resulting in an improper benefit for a third party. At the same time, the legal requirements to declare 
incomes by public officials also have been strengthened in a number of countries. Both in Poland and 
Romania, public employees disclosing breaches of the law inside the institutions in which they 
worked were provided legal protection.  
 
94. Annex table V provides an overview of the status of ratification of major conventions related 
to fighting corruption. Those include two conventions under the Council of Europe, one of the 
OECD, and two of the United Nations. The United Nations Convention against Corruption was 
adopted by the General Assembly of the United Nations on 31 October 2003 and is the most recent 
of the five conventions. It has already been ratified by 19 out of 28 catching-up countries listed in the 
table. The United Nations Convention against Transnational Organized Crime has received the 
largest number of ratifications by the catching-up countries included in the table. All the new EU 
Member States have ratified the Council of Europe Civil Law Convention on Corruption and the 
Council of Europe Criminal Law Convention on Corruption. These two conventions were also 
ratified by about half of the EECCA countries. Finally, the OECD Anti-bribery Convention was 
ratified by 7 of the catching-up countries, including the Czech Republic, Hungary, Slovakia and 
Poland, which are OECD members, and also by Bulgaria, Estonia, and Slovenia.  
  
95. While the recent years have borne witness to intensified government action against 
corruption, its effects on enterprise development are not easy to quantify. While longer time series 
are not available, the limited data for 2002 - 2006 from the EBRD-WB Survey and from 
Transparency International attest to a certain improvement in the corruption situation in the new EU 
members in the first place, while in the EECCA countries and South-East Europe progress seems to 
have been less significant.  

 
V.  CONCLUSIONS 

 
                                                   
37 Transparency International, Global Corruption Report 2006, Part 2, Country reports. 
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96. The above brief survey attests to the existence of legal and regulatory impediments to 
entrepreneurship in catching-up economies of the ECE region. While their impact differs in 
individual countries, protracted registration procedures and associated corruption, complicated tax 
regulations and high tax rates, inadequate access to finance by enterprises, are perceived as factors 
inhibiting entrepreneurial initiative.  
 
97. Over the last few years, catching-up economies across the region have achieved progress in 
simplifying the procedures associated with establishing an enterprise and reducing the number of 
such procedures, and this resulted in the decrease in the number of days required to establish a 
company. The cost of starting a business has also decreased. One can also observe a trend towards 
reducing the minimal capital requirements in a number of countries, while several Governments have 
streamlined the system of control of operational enterprises. At the same time, the administrative 
procedures related to setting up a company in catching-up economies remain numerous and complex. 
The time needed to comply with these procedures as well as the costs involved are still significantly 
higher than in the OECD countries. In addition, while in some developed economies (e.g. France, the 
United Kingdom and United States) the minimum capital requirement for start-ups does not exist, in 
many catching-up countries it represents a major handicap for new businesses.  
 
98. In catching-up economies, the number of tax payments as well as the time needed to comply 
with tax regulations is more than two times higher than in OECD countries. The difference, however, 
is less when it comes to tax rates, which are often perceived as high in both developed market and 
catching-up economies. Recently, catching-up countries in the region have endeavoured to simplify 
their tax systems, and reduce the number of taxes and effective tax burden on SMEs. As a result, 
according to the surveys, in the new EU members this burden seems to have been significantly 
alleviated, while the picture is more heterogeneous in the other catching-up country groups.  
 
99. The access of start-ups and SMEs to external sources of finance in the catching-up economies 
of the region has improved. At the same time, it remains a source of concern for entrepreneurs in the 
EECCA and South-East European countries. While the commercial banks backed by international 
financial institutions develop credit lines targeting small and medium-sized companies, 
Governments, in cooperation with the private sector, have established non-bank funds for SME 
financing. In a number of countries leasing and micro-finance institutions have increasingly 
complemented commercial banks in providing external finance for SMEs. 
  
100. Recently across the region, Governments, in cooperation with the private sector, have been 
making efforts to improve public governance and reduce the scope for corruption associated with 
business operations. This has been implemented through the reform of the judicial systems, tax 
reform, establishment of special public-private anti-corruption consultative bodies and strengthening 
of the accountability of civil servants. The limited data available attest to an improvement of 
corruption perceptions in catching-up countries, progress being particularly tangible in the new EU 
Member States.  
 
101. International organizations endeavour to assist countries in setting up an enabling 
environment for entrepreneurship, in particular through the dissemination of good practices and 
focused advice. While these activities are of valuable assistance, the practical entrepreneurship policy 
in catching-up economies could also take into account and emulate the taxation and regulation 
schemes  which have proved their effectiveness in the other countries of the region.  
 

*** 
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QUESTIONS FOR DISCUSSION: 
 
 

1. What are the major legal, regulatory and financial obstacles to entrepreneurship in catching-
up countries and how do you assess their relative importance? 

 
2. What should Governments do to eliminate obstacles to entrepreneurship and what should the 

sequencing of policy actions in this area be? 
 

3. Can good practices from other countries be emulated in your country? 
 
4. What incentives for new enterprises could be particularly effective in your country? 
 
5. In what areas do you think the private sector could contribute to eliminating obstacles to, and 

fostering entrepreneurship? 
 

6. In which areas do you think the international organizations, and UNECE in particular, should 
focus their activities for entrepreneurship and enterprise development?   

 
 

*** 
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Annex 
 

SELECTED INDICATORS MEASURING THE IMPEDIMENTS TO 
ENTREPRENEURSHIP IN ECE COUNTRIES 

 
Table I presents the rankings of the “most problematic factors in doing business”, as perceived by 
local executives surveyed by the World Economic Forum in 2004 in 125 countries. The ranking of 
‘1’ corresponds to the “most problematic” factor of the total of 14 factors identified, while the 
ranking of ‘14’ – to the least problematic. 
 
Tables II and III present the selected results of the World Bank survey of major impediments to 
entrepreneurship conducted in 2003 – 2006 in 175 countries. These indicators attest to the status of 
regulatory framework for “doing business” and for the protection of property rights, as well as their 
effects on enterprise operation, in particular that of small and medium-size domestic firms. The 
indicators included in the current analysis concern the impediments related to the administrative 
procedures associated with starting an enterprise (table II) and tax burden (table III).  
 
The assumptions regarding the companies to be established and operated are as follows: these are 
limited liability companies registered in the most populated city of the country. They are 100 per cent 
domestically owned and have 5 owners, none of whom is a legal entity. They have a start-up capital 
of 10 times the per capita income in 2003, paid in cash. They are engaged in general industrial 
activities, conduct no foreign trade operations and do not produce products subject to a special tax 
regime (e.g. tobacco). Their production is not associated with heavy pollution and production sites 
and offices are leased. They do not qualify for investment incentives or any special benefits. They 
employ up to 50 national employees one month after starting up. They have a turnover of at least 100 
times the per capita income and the company deeds are 10 pages long. 
 
Table IV presents the results of Transparency International ratings assessing the levels of corruption 
in selected catching-up economies of the region, while table V takes stock of the ratification of major 
anti-corruption conventions by catching-up economies of the region. 
 
Table VI, based on the World Economic Forum’s Executives Opinion Survey 2006-2007, presents 
selected indicators of the business environment as they influence the enterprise operation. The first 
indicator refers to the scale of the informal sector in a country, the ranking of ‘one’ corresponding to 
the perception that all the economic activity is registered and ‘seven’ to the perception that more that 
fifty per cent of it is unofficial or non-recorded. The second indicator measures the impact of taxation 
on the incentives to work or invest, the score of ‘one’ corresponding to the perception that taxation 
significantly limits the incentives to work or invest, and ‘seven’ to the perception that taxation has 
little impact on the incentives to work or invest. The third indicator attests to the perception of 
businessmen regarding the easiness of obtaining a bank loan with a good business plan but without 
collateral. The score of ‘one’ corresponds to the perception that this is impossible and ‘seven’ to the 
perception that it is easy. The fourth indicator measures the availability of venture capital to 
entrepreneurs with innovative but risky projects. The ranking of ‘one’ means that the venture capital 
is perceived as not available and ‘seven’ that it is perceived as easily available. Finally, the fifth 
indicator measures the impact of regulatory standards, that is, standards on product/service quality, 
energy, and other regulations (outside environmental regulations). The rank of ‘one’ attests to the 
laxity or non-existence of regulatory standards as perceived by respondents and ‘seven’ to the 
perception that they are among the world's most stringent. 
 
Table VII shows the share of bank loans in the total value of external funding of small and large 
firms in selected developed economies. Firms with sales lower than EUR 7 mn are considered small 
firms, whereas firms with sales exceeding EUR 40 mn are considered large. 
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Table I 
 

Major impediments to entrepreneurship in selected countries, 2004 
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OECD average 
(indicated countries), of 
which: 

2.0 3.0 3.0 3.5 6.2 6.5 6.7 8.0 8.3 10.5 11.5 11.8 12.0 12.0 

Finland 3 1 2 4 8 5 7 6 10 9 12 14 13 11 

France 2 3 1 4 6 5 7 8 13 9 11 14 12 10 

Germany 2 3 1 4 6 5 8 7 10 11 13 9 12 14 

Japan 2 3 6 1 8 4 5 10 9 13 14 7 11 12 

United Kingdom 2 4 5 6 3 9 8 7 1 13 10 14 12 11 

United States 1 4 3 2 6 11 5 10 7 8 9 13 12 14 

New EU members 
average, of which: 2.4 2.9 3.4 4.0 4.2 6.3 8.1 9.3 9.0 9.6 10.8 11.1 11.3 12.4 

Bulgaria 1 2 3 4 5 7 9 13 6 8 12 10 11 14 

Czech Republic 2 3 1 5 4 7 9 8 6 10 11 14 13 12 

Estonia 2 6 3 7 8 4 1 11 5 9 10 12 14 13 

Hungary 5 2 1 4 8 3 6 12 9 11 13 14 7 10 

Latvia 2 3 5 4 1 8 7 6 12 14 10 9 13 11 

Lithuania 2 1 5 3 4 12 9 7 11 6 10 8 14 13 

Poland 4 2 5 1 3 6 13 7 9 8 11 10 14 12 

Romania 2 1 3 5 4 6 7 11 12 13 10 9 8 14 

Slovak Republic 2 6 5 3 1 4 12 9 11 7 10 14 8 13 

South-East Europe 
(SEE) average, of which: 3.3 4.7 4.0 4.3 5.7 5.0 7.0 6.0 8.3 9.3 9.3 11.3 13.3 13.3 

Croatia 6 2 3 1 4 8 5 9 11 13 7 10 12 14 

Macedonia FYR 3 8 1 2 4 5 11 6 7 9 10 12 14 13 

Serbia & Montenegro 1 4 8 10 9 2 5 3 7 6 11 12 14 13 

Commonwealth of 
Independent States (EEC
average, of which: 1.0 2.5 3.5 3.5 4.5 6.5 7.5 8.5 8.5 10.0 11.0 12.0 12.0 14.0 

Russia 1 2 3 5 4 7 8 9 6 10 13 11 12 14 

Ukraine 1 3 4 2 5 6 7 8 11 10 9 13 12 14 

Average of all listed 
catching-up economies 2.4 3.2 3.6 4.0 4.6 6.1 7.8 8.5 8.8 9.6 10.5 11.3 11.9 12.9 

 
Note: Average for country groupings are arithmetic. 
Source: World Economic Forum (2004), Executive Opinion Survey. 
 



 ECE/CECI/EED/2007/2 
 Page 28 

Table II 
 

Administrative procedures associated with starting an enterprise, selected countries, 2003–2006 
 

Country Number of procedures Duration (days) 
Cost ( per cent of income 

per capita) 
Min. capital ( per cent of 

income per capita) 
  2003 2004 2005 2006 2003 2004 2005 2006 2003 2004 2005 2006 2003 2004 2005 2006 
OECD average (indicated 
countries), of which: 7 7 7 6 29 20 17 15 3 3 3 3 31 26 25 12 

Finland 3 3 3 3 31 14 14 14 1 1 1 1 30 29 28 27 
France 9 7 7 7 42 8 8 8 1 1 1 1 29 0 0 0 
Germany 9 9 9 9 45 45 24 24 6 6 5 5 49 49 48 46 

Japan 11 11 11 8 31 31 31 23 11 11 11 8 75 75 75 0 
United Kingdom 6 6 6 6 18 18 18 18 1 1 1 1 0 0 0 0 
United States 5 5 5 5 5 5 5 5 1 1 1 1 0 0 0 0 
New EU members average, of 
which: 8 8 8 8 43 37 31 29 15 12 10 9 78 73 66 60 

Bulgaria 11 11 11 9 32 32 32 32 10 10 10 8 124 117 104 91 

Czech Republic 10 10 10 10 40 40 40 24 10 11 10 9 47 45 39 37 
Estonia .. 6 6 6 .. 72 35 35 .. 8 6 5 .. 50 41 34 
Hungary 6 6 6 6 52 52 38 38 40 23 22 21 96 86 80 74 
Latvia 5 5 5 5 16 16 16 16 10 9 4 4 45 41 32 26 
Lithuania 8 8 8 7 26 26 26 26 4 4 3 3 68 63 57 49 
Poland 10 10 10 10 31 31 31 31 21 21 22 21 247 238 220 204 

Romania 6 5 5 5 29 28 11 11 11 7 5 4 0 0 0 0 
Slovakia 10 9 9 9 103 52 25 25 9 6 5 5 50 46 41 39 
Slovenia 9 9 9 9 60 60 60 60 15 14 12 9 20 19 17 16 
South-East Europe (SEE) 
average, of which: 12 12 12 11 50 49 42 35 30 24 21 18 120 61 55 46 

Albania 11 11 11 11 41 41 41 39 57 32 31 22 45 41 40 37 
Bosnia and Herzegovina 12 12 12 12 59 54 54 54 46 46 41 37 339 65 57 52 
Croatia 12 12 12 10 49 49 49 45 17 14 13 12 26 24 23 21 
Macedonia, FYR 13 13 13 10 48 48 48 18 12 12 11 7 78 75 145 112 
Montenegro .. .. .. 15 .. .. .. 24 .. .. .. 7 .. .. .. 0 
Serbia 11 11 10 10 51 51 18 18 16 15 10 10 113 102 10 8 
Commonwealth of Independent 
States (EECCA) average, of 
which: 

11 11 11 10 43 43 41 32 16 14 13 11 35 30 35 31 

Armenia 10 10 10 9 25 25 25 24 8 7 6 5 5 5 4 3 
Azerbaijan 15 15 15 15 106 123 115 53 17 15 13 10 0 0 0 0 
Belarus 16 16 16 16 79 79 79 69 19 25 32 26 63 44 43 36 
Georgia 9 9 8 7 25 25 21 16 23 14 14 11 63 55 47 4 
Kazakhstan 9 9 7 7 25 25 24 20 11 11 9 7 36 33 28 23 
Kyrgyzstan 8 8 8 8 21 21 21 21 11 12 10 10 1 1 1 1 

Moldova 11 10 10 10 42 30 30 30 25 19 15 13 32 25 22 19 
Russia 12 9 8 7 42 36 33 28 9 7 5 3 7 6 4 3 
Tajikistan .. .. .. 14 .. .. .. 67 .. .. .. 75 .. .. .. 379 

Ukraine 15 15 15 10 40 34 34 33 26 18 11 9 122 114 183 199 
Uzbekistan 8 8 8 8 29 29 29 29 17 15 14 14 23 22 20 25 
Average of all listed catching-up 
economies 10 10 10 9 45 42 38 32 18 15 14 12 69 53 51 45 

 

Notes: Average for country groupings are arithmetic. Data for Turkmenistan are not available. EECCA average excludes Tajikistan. South-East Europe 
average excludes Montenegro. New EU members average excludes Estonia.  

Source: World Bank, http://www.doingbusiness.org/ 
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Table III 
 

Tax burden of a medium-sized enterprise in its 2nd year of operation, selected countries, 
2005-2006 

 

Country 
 

Payments 
(number) 

 

Time (hours) 
 

Total tax 
rate ( per 

cent of 
profit) 

Total tax 
rate ( per 

cent of 
profit) 

Of which 
profit tax 

Of which 
labour tax 

and 
contributions

Of which 
other taxes

  2005 2006 2005 2006 2005 2006 
OECD average (indicated 
countries), of which: 19 19 207 213 52 51 22 24 6 

Finland 19 19 264 264 50 48 17.1 29.6 1.2 
France 33 33 128 128 68 68 8.6 55.0 4.7 
Germany 32 32 105 105 58 57 24.7 22.3 10.1 

Japan 15 15 315 350 54 53 33.4 14.4 5.0 
United Kingdom 7 7 105 105 36 35 20.5 10.5 4.4 

United States 10 10 325 325 45 46 26.6 10.0 9.4 

New EU members average, of 
which: 33 29 342 343 49 47 8 34 4 

Bulgaria 27 27 616 616 44 41 7 31.4 1.9 
Czech Republic 14 14 930 930 52 49 0.0 40.6 8.4 
Estonia 11 11 104 104 51 50 9.6 39.7 0.9 
Hungary 24 24 304 304 61 59 7.8 42.9 8.6 
Latvia 41 8 320 320 43 43 9.1 28.0 5.5 
Lithuania 13 13 162 162 52 48 5.9 36.2 6.3 
Poland 43 43 175 175 38 38 11.5 25.0 1.8 

Romania 89 89 188 198 58 49 9 38.6 1.1 
Slovakia 31 30 344 344 51 49 7.7 40.8 0.4 
Slovenia 34 34 272 272 39 39 15.6 19.3 4.5 

South-East Europe (SEE) 
average, of which: 50 50 167 160 45 45 17 25 4 

Albania 42 42 240 240 57 56 16.1 35.6 4.0 
Bosnia and Herzegovina 73 73 100 100 50 50 26.2 17.7 6.5 

Croatia 39 39 232 196 37 37 15.4 20.3 1.3 
Macedonia, FYR 54 54 96 96 44 44 11.5 30.0 2.0 
Montenegro n.a. 75 n.a. 208 n.a. 34 7.1 19.8 7.0 
Serbia 41 41 168 168 39 39 14.2 20.8 3.9 

Commonwealth of 
Independent States (EECCA) 
average, of which: 

72 71 672 693 85 71 12 32 28 

Armenia 50 50 1120 1120 43 43 18.7 22.6 1.2 
Azerbaijan 36 36 756 1000 49 45 16.9 25.5 2.4 
Belarus 125 125 1188 1188 186 186 4.2 45.3 136.5 
Georgia 48 35 448 423 60 38 12.4 23.2 2.2 
Kazakhstan 34 34 156 156 156 45 21.2 21.2 2.7 
Kyrgyzstan 89 89 204 204 69 67 3.6 27.2 36.5 
Moldova 44 44 250 250 51 49 12.3 33.8 2.8 
Russia 74 70 256 256 69 54 12.7 35.9 5.5 
Tajikistan n.a. 55 n.a. 224 n.a. 87 18.2 29.0 39.9 

Ukraine 98 98 2185 2185 61 60 13.5 45.4 1.4 
Uzbekistan 118 130 152 152 106 122 1.3 35.9 85.0 

Average of all listed catching-
up economies 52 50 439 446 63 56 11 31 13 

 
Notes: Average for country groupings are arithmetic. Data for Turkmenistan are not available. EECCA average excludes Tajikistan. South-East Europe 
average excludes Montenegro. 
Source: World Bank, http://www.doingbusiness.org/ 
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Table IV 
 

Corruption Perception Index in selected catching-up economies, 2003 – 2006 
  

  2003 2004 2005 2006 
OECD average (indicated countries), of which: 

7.9 8.0 8.1 8.1 

Finland 9.7 9.7 9.6 9.6 
France 6.9 7.1 7.5 7.4 
Germany 7.7 8.2 8.2 8.0 
Japan 7.0 6.9 7.3 7.6 
United Kingdom 8.7 8.6 8.6 8.6 
United States 7.5 7.5 7.6 7.3 
New EU members average, of which: 4.3 4.4 4.6 4.8 
Bulgaria 3.9 4.1 4.0 4.0 
Czech Republic 3.9 4.2 4.3 4.8 
Estonia 5.5 6.0 6.4 6.7 
Hungary 4.8 4.8 5.0 5.2 
Latvia 3.8 4.0 4.2 4.7 
Lithuania 4.7 4.6 4.8 4.8 
Poland 3.6 3.5 3.4 3.7 

Romania 2.8 2.9 3.0 3.1 
Slovakia 3.7 4.0 4.3 4.7 
Slovenia 5.9 6.0 6.1 6.4 

South-East Europe (SEE) average, of which: 
2.8 2.9 2.8 2.9 

Albania 2.5 2.5 2.4 2.6 

Bosnia and Herzegovina 3.3 3.1 2.9 2.9 

Croatia 3.7 3.5 3.4 3.4 
Macedonia 2.3 2.7 2.7 2.7 
Serbia 2.3 2.7 2.8 3.0 

Commonwealth of Independent States (EECCA) 
average, of which: 2.4 2.4 2.5 2.5 

Armenia 3.0 3.1 2.9 2.9 
Azerbaijan 1.8 1.9 2.2 2.4 

Belarus 4.2 3.3 2.6 2.1 
Georgia 1.8 2.0 2.3 2.8 
Kazakhstan 2.4 2.2 2.6 2.6 
Kyrgyzstan 2.1 2.2 2.3 2.2 
Moldova 2.4 2.3 2.9 3.2 
Russia 2.7 2.8 2.4 2.5 
Tajikistan 1.8 2.0 2.1 2.2 
Turkmenistan n.a 2.0 1.8 2.2 
Ukraine 2.3 2.2 2.6 2.8 
Uzbekistan 2.4 2.3 2.2 2.1 

Average of all listed catching-up economies 
3.2 3.3 3.3 3.5 

 
Notes: Country with an index value of 10 is considered  ‘clean’ from corruption, and with the index value of 0 is considered ‘highly corrupt’. Averages for 
country groupings are arithmetic. EECCA average excludes Turkmenistan. 
Source: Transparency International, http://www.transparency.org/



 

Table V 
Status of ratification of major conventions related to fighting corruption. 

          
  Council of Europe Civil 

Law Convention on 
Corruption 

Council of Europe Criminal Law 
Convention on Corruption 

OECD Anti-
Bribery 

Convention 
UN Convention against Corruption UN Convention against Transnational 

Organized Crime 

  Signature 
date 

Ratification 
date Signature date Ratification date Ratification date Signature 

date Ratification date Signature date Ratification date 

Central and Eastern Europe and the Baltic States (CEB), of which:         
Czech Republic 7/11/2000 24/9/2003 15/10/1999 8/9/2000 21/1/2000 22/04/2005 not ratified 12/12/2000 not ratified 
Estonia 24/1/2000 8/12/2000 8/6/2000 6/12/2001 23/11/2004 not signatory not signatory 14/12/2000 10/02/2003 
Hungary 15/1/2003 4/12/2003 26/4/1999 22/11/2000 12/04/1998 10/12/2003 19/04/2005 14/12/2000 22/12/2006 
Latvia 4/2/2004 12/4/2005 27/1/1999 9/2/2001 not signatory 19/05/2005 04/01/2006 13/12/2000 07/12/2001 
Lithuania 18/4/2002 17/1/2003 27/1/1999 8/3/2002 not signatory 10/12/2003 21/12/2006 13/12/2000 09/05/2002 
Poland 3/4/2001 11/9/2002 27/1/1999 11/12/2002 09/08/2000 10/12/2003 15/09/2006 12/12/2000 12/11/2001 
Slovakia 8/6/2000 21/5/2003 27/1/1999 9/6/2000 24/9/1999 09/12/2003 01/06/2006 14/12/2000 03/12/2003 
Slovenia 29/11/2001 17/3/2003 7/5/1999 12/5/2000 09/06/2001 not signatory not signatory 12/12/2000 21/05/2004 
South-East Europe (SEE), of which:     
Albania 4/4/2000 21/9/2000 27/1/1999 19/7/2001 not signatory 18/12/2003 25/05/2006 12/12/2000 21/08/2002 
Bosnia and 
Herzegovina 1/3/2000 30/1/2002 1/3/2000 30/1/2002 not signatory 16/09/2005 26/10/2006 12/12/2000 24/04/2002 

Bulgaria 4/11/1999 8/6/2000 27/1/1999 7/11/2001 22/12/1998 10/12/2003 20/09/2006 13/12/2000 05/12/2001 
Croatia 2/10/2001 5/6/2003 15/9/1999 8/11/2000 not signatory 10/12/2003 24/04/2005 12/12/2000 24/01/2003 
Macedonia, FYR 8/6/2000 29/11/2002 28/7/1999 28/7/1999 not signatory 18/08/2005 not ratified 12/12/2000 12/01/2005 
Montenegro 7/4/2005 not ratified accession 18/12/2002 a not signatory succession 23/10/2006 d succession 23/10/2006 d 
Romania 4/11/1999 23/4/2002 27/1/1999 11/7/2002 not signatory 09/12/2003 02/11/2004 14/12/2000 04/12/2002 
Serbia 7/4/2005 not ratified accession 18/12/2002 a not signatory 11/12/2003 20/12/2005 12/12/2000 06/09/2001 
Commonwealth of Independent States (EECCA), of which:     
Armenia 17/2/2004 7/1/2005 15/5/2003 9/1/2006 not signatory 19/05/2005 08/03/2007 15/11/2001 01/07/2003 
Azerbaijan 21/5/2003   11/2/2004   21/5/2003   11/2/2004   not signatory 27/02/2004 01/11/2005 12/12/2000 30/10/2003 
Belarus not signatory not signatory not signatory not signatory not signatory 28/04/2004 17/02/2005 14/12/2000 25/06/2003 
Georgia 4/11/1999 22/5/2003 27/1/1999 not ratified not signatory not signatory not signatory 13/12/2000 05/09/2006 
Kazakhstan not signatory not signatory not signatory not signatory not signatory not signatory not signatory 13/12/2000 not ratified 
Kyrgyzstan not signatory not signatory not signatory not signatory not signatory 10/12/2003 16/09/2005 13/12/2000 02/10/2003 
Moldova 4/11/1999 17/3/2004 24/6/1999 14/1/2004 not signatory 28/09/2004 not ratified 14/12/2000 16/09/2005 
Russia not signatory not signatory 27/1/1999 4/10/2006 not signatory 09/12/2003 09/05/2006 12/12/2000 26/05/2004 
Tajikistan not signatory not signatory not signatory not signatory not signatory accession 25/09/2005 a 12/12/2000 08/07/2002 
Turkmenistan not signatory not signatory not signatory not signatory not signatory accession 28/03/2005 a accession 28/03/2005 a 
Ukraine 4/11/1999 19/9/2005 27/1/1999 not ratified not signatory 11/12/2003 not ratified 12/12/2000 21/05/2004 
Uzbekistan not signatory not signatory not signatory not signatory not signatory not signatory not signatory 13/12/2000 09/12/2003 
Note: a: accession, d: succession        
 
Source:  
Council of Europe Civil Law Convention on Corruption: http://conventions.coe.int/Treaty/Commun/QueVoulezVous.asp?NT=174&CM=7&DF=5/19/2007&CL=ENG 
Council of Europe Criminal Law Convention on Corruption: http://conventions.coe.int/Treaty/Commun/QueVoulezVous.asp?NT=173&CM=7&DF=5/19/2007&CL=ENG 
OECD Convention on Combating Bribery of Foreign Public Officials in International Business Transactions: 
http://www.oecd.org/document/21/0,2340,en_2649_34859_2017813_1_1_1_1,00.html 
United Nations Convention against Corruption: http://www.unodc.org/unodc/crime_signatures_corruption.html 
United Nations Convention against Transnational Organized Crime: http://www.unodc.org/unodc/en/crime_cicp_signatures_convention.html 
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Table VI 
 

Selected factors influencing the enterprise operation in selected countries, 2006 - 2007 
 

  

Scale of 
informal 

sector 

Impact of 
taxation on 
enterprise 
operation 

Access to 
bank loans 

Availability of 
venture capital 

Impact of 
quality and 

other 
standards on 

enterprise 
operation 

OECD average (indicated countries), of which: 5.2 3.4 4.7 5.0 6.2 
Finland 5.7 2.5 5.3 5.4 6.1 
France 5.3 2.9 3.8 4.2 6 
Germany 5 3.1 4.5 4.8 6.6 
Japan 5.2 3.5 4 4.5 6.2 
United Kingdom 5 4.2 5.5 5.2 6.3 
United States 4.9 3.9 5.1 5.6 5.8 
New EU members average, of which: 4.4 3.4 3.7 3.5 4.8 
Bulgaria 3.2 2.6 3.2 3.3 3.6 
Czech Republic 4.9 2.8 3.1 3.2 5.7 
Estonia 5.1 5.0 4.4 4.1 5.2 
Hungary 3.7 3.0 3.8 3.8 5.5 
Latvia 4.2 3.7 3.6 3.6 4.7 
Lithuania 5.1 3.2 3.8 3.5 4.8 
Poland 3.9 3.2 3.4 3.8 4.1 

Romania 4.3 2.4 3.4 3.0 3.9 
Slovakia 4.7 5.5 4.4 3.7 5.5 
Slovenia 5.1 2.5 4.2 3.4 5.2 

South-East Europe (SEE) average, of which: 3.5 2.7 3.0 3.0 3.3 
Albania 4.4 2.8 2.8 2.7 2.6 

Bosnia and Herzegovina 2.8 2.3 3.2 2.8 3.2 

Croatia 3.4 2.9 3.6 3.1 4.1 
Macedonia, FYR 3.3 2.8 2.6 3.6 3.6 
Serbia 3.5 2.6 3.0 2.8 3.2 

Commonwealth of Independent States (EECCA) 
average, of which: 3.1 2.9 2.7 3.0 3.5 

Armenia 3.2 3.2 2.1 2.5 3.4 
Azerbaijan 3.0 3.6 2.8 3.2 3.7 

Georgia 3.2 3.5 2.6 2.5 2.9 
Kazakhstan 2.8 3.0 3.4 3.7 4.1 
Kyrgyzstan 2.0 2.1 2.1 2.7 3.3 
Moldova 5.0 2.5 2.5 2.6 3.6 
Russia 2.5 2.7 2.7 3.2 3.8 
Tajikistan 3.5 3.0 2.8 3.2 3.3 
Ukraine 2.8 2.5 3.0 3.2 3.8 

Average of all listed catching-up economies 3.7 3.1 3.2 3.2 4.0 

 
Notes: EECCA average excludes Belarus, Uzbekistan, and Turkmenistan. 
Source: Global Competitiveness Report 2006-2007, World Economic Forum’s Executives Opinion Survey.  
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Table VII 

 
Share of bank loans in the total value of external funding of small and large firms,  

selected developed market economies 
 
 

Country Year Bank Debt/Total Debt 

  Small Large 

Belgium 1998 42.2 50.1 
Canada 1996 53.1 n.a. 
France 1998 44.3 21.2 
Germany 1998 64.1 29.9 
Italy 1998 64.6 27.3 
Japan 1995 28.2 33.2 
Netherlands 1998 54.9a 35.9 
United States 1995 40.9 7.9b 
 
Note: a Also includes medium-sized firms, b The figure refers to medium-sized firms.  
 
Source: BACH; for Canada: “What’s New in Debt Financing for Small and Medium-sized Enterprises”, The 
Conference Board of Canada, 1997. 


