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his report is the latest in a series

produced by the World Bank Group

at the request of and funded by
the European Commission’s Directorate-
General for Regional and Urban Policy. The
series follows the diagnostic methodology
used in the cross-country Doing Business
reports—which measure aspects of regu-
lation that enable or hinder entrepreneurs
in starting, operating, or expanding their
companies in the country's largest busi-
ness city'—and extends it to secondary
cities in European Union (EU) member
states with a population greater than four
million.

The goal is to provide a more com-
prehensive picture of each country's

regulatory environment for businesses
and the efficacy of its bureaucracy at the
local administrative level. By providing a
factual baseline, along with local good
practice examples, subnational reports
allow policy makers to bridge gaps in
regulatory performance to ensure a fairer
and more inclusive environment for busi-
nesses, regardless of their location within
national borders and across the EU.

The first edition, covering 22 cities in
Bulgaria, Hungary, and Romania, was
released in 2017. Twenty-five more cities
in Croatia, the Czech Republic, Portugal,
and Slovakia, were benchmarked in 2018.
The following year, data were published for
24 cities in Greece, Ireland, and ltaly. The

INTRODUCTION

current edition goes beyond Amsterdam,
Brussels, and Vienna to benchmark 21
additional cities, capturing regional dif-
ferences in regulations and their enforce-
ment (map 1.1). See the annex for the
complete list of benchmarked cities and
their performance in the areas measured.
All reports and data are available online at
www.doingbusiness.org/EU.

The series focuses on Doing Business
indicator sets that measure the complex-
ity and cost of regulatory processes and
the strength of legal institutions that
affect five stages in the life of a small
to medium-size domestic firm: starting
a business, dealing with construction
permits, getting electricity, registering
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property, and enforcing contracts through
alocal court (table 1.1).2

The results of the subnational studies in
the Doing Business in the European Union
series are revealing. The data collected
to date show that substantial differences
in the business environment remain
among and within EU member states
(figure 1.1). And these differences matter.
A study looking at cities across sev-
eral EU member states found that firms
located in places with a better business
environment performed better in sales,
employment and productivity growth,
and investment.?

Doing Business in the European Union 2021:
Austria, Belgium and the Netherlands was
undertaken in close collaboration with
national government counterparts—in
Austria, the Federal Chancellery and
the Ministry of Finance; in Belgium,
the Federal Public Service Finance and
Federal Public Service Foreign Affairs,
Foreign  Trade and Development
Cooperation; in the Netherlands, the

TABLE 1.1
countries

Ministry of Economic Affairs and

Climate Policy.

The report is divided into three main
chapters, one per country. Details on the
main findings for each country can be
found at the beginning of the respective
country chapters. Each country chapter
also includes data analysis and identifica-
tion of areas for improvement, based on
national and European good practices, in
all five areas benchmarked. The report
also includes an explanation of the meth-
odology (see the data notes) and detailed
procedure lists for each indicator and city
covered, when applicable.

Data in Doing Business in the European
Union 2021: Austria, Belgium and the
Netherlands are current as of December
31, 2020, and can be compared with all
other economies benchmarked by Doing
Business.

Insights from the Doing Business in the
European Union series have informed
the individual country reports produced

for the European Semester® and the
European Commission’s reports on eco-
nomic, social, and territorial cohesion.®
City-level data produced by this series are
also used in World Bank reports on issues
such as business environment and firm
performance,® public sector governance,’
housing and mobility,® and economic and
territorial cohesion® in EU regions.

Promoting a business environment that
motivates entrepreneurship, business
growth, and employment generation—
not only in the large economic centers but
across all regions—will be an important
factor in achieving convergence among
EU regions and states. In the aftermath
of the pandemic and
associated economic crisis, excessive
bureaucracy is an additional hurdle that
can jeopardize the ability of small and
medium enterprises (SMEs) to survive.
This report uncovers national success
stories and highlights opportunities to
reduce bureaucratic red tape by replicat-
ing existing, locally-implemented good
practices. Local good practices have the

coronavirus

What is measured: five Doing Business indicators, covering areas of local jurisdiction or practice across 24 cities in three

Starting a business

formally operate.

Records the procedures, time, cost and paid-in minimum capital required for a small or medium-size domestic limited liability company to

permitting system.

Dealing with construction permits
Records the procedures, time and cost required for a small or medium-size domestic business to obtain the approvals needed to build a
commercial warehouse and connect it to water and sewerage; assesses the quality control and safety mechanisms in the construction

Getting electricity

Records the procedures, time and cost required for a business to obtain a permanent commercial electricity connection for a standardized
warehouse; assesses the reliability of the electricity supply and the transparency of tariffs.

Registering property
Records the procedures, time and cost required to transfer a property title from one domestic firm to another so that the buyer can use the
property to expand its business, use it as collateral or, if necessary, sell it; assesses the quality of the land administration system.

Enforcing contracts

Records the time and cost for resolving a commercial dispute through a local first-instance court, which hears arguments on the merits of
the case and appoints an expert to provide an opinion on the quality of the goods in dispute; assesses the existence of good practices in the
court system.

BELGIUM:
Antwerp, Bruges, Brussels, Charleroi,
Ghent, Liege, Namur

THE NETHERLANDS:
Amsterdam, Arnhem, Eindhoven, Enschede, Groningen,
The Hague, Maastricht, Middelburg, Rotterdam, Utrecht

24 AUSTRIA:
Bregenz, Graz, Innsbruck, Klagenfurt,
Linz, Salzburg, Vienna
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FIGURE 1.1

Time to register property (days)
140

120

100

80

Brussels

60

40 Salzburg

N
o

Austria

(30.5) Bruges Ghent
Linz
"l

Belgium
I Shortest time

Heraklion

Croatia Greece

I Longest time

Substantial differences in the business environment remain, both among and within EU member states

Faro,
Funchal Lish
. and Ponta 1sbon
Al cities Delgada (10)
0 0
Netherlands Portugal

Average time

Source: Subnational Doing Business and Doing Business databases.

Note: The average time shown for each country is based on all cities covered by the data: six cities in Greece in 2019; seven cities in Belgium in 2020; eight cities in Portugal in 2018;
five cities in Croatia in 2018; seven cities in Austria in 2020; and 10 cities in the Netherlands in 2020.

advantage of not requiring the adoption
of major new national legislation—they
have already proved successful in the
country.

NOTES

Eleven economies that have a population of
more than 100 million as of 2013 (Bangladesh,
Brazil, China, India, Indonesia, Japan, Mexico,
Nigeria, Pakistan, the Russian Federation, and
the United States) are also represented by the
second-largest business city.

These indicator sets were selected because
they benchmark areas where local authorities
typically have the administrative power to
reform the underlying regulation or make
changes to how the regulation is implemented.
Farole, Thomas, Issam Hallak, Peter Harasztosi
and Shawn Tan. 2017. "Business Environment
and Firm Performance in European Lagging
Regions.” Policy Research Working Paper
8281, World Bank, Washington, DC.

The 2020 European Semester Country
Reports are available at https://ec.europa.eu
/info/publications/2020-european-semester
-country-reports_en.

The Seventh Report on Economic, Social and
Territorial Cohesion is available at https://
ec.europa.eu/regional_policy/en/information
/cohesion-report/.

Farole, Thomas, Issam Hallak, Peter
Harasztosi, and Shawn Tan. 2017. “Business
Environment and Firm Performance

in European Lagging Regions.” Policy
Research Working Paper 8281, World Bank,
Washington, DC. https://openknowledge
.worldbank.org/handle/10986,/29073.
World Bank. 2018. Public Sector Governance
Indicators for EU Regions. Washington, DC:
World Bank. http://documentsl.worldbank
.org/curated/pt/562531529038167251/pdf
/Public-Sector-Governance-Indicator-Final
-Report.pdf.

8.

Inchauste, Gabriela, Jonathan Karver, Yeon
Soo Kim, and Mohamed Abdel Jelil. 2018.
“Living and Leaving: Housing, Mobility and
Welfare in the European Union.” World Bank,
Washington, DC. https://openknowledge
.worldbank.org/handle/10986,/30898.
Farole, Thomas, Soraya Goga, and Marcel
lonescu-Heroiu. 2018. “Rethinking Lagging
Regions: Using Cohesion Policy to Deliver
on the Potential of Europe's Regions.”
World Bank, Washington, DC. https:/
openknowledge.worldbank.org/handle
/10986,/29823; Ridao-Cano, Cristobal, and
Christian Bodewig. 2018. “Growing United:
Upgrading Europe's Convergence Machine.
World Bank, Washington, DC. https:/www
worldbank.org/en/region/eca/publication
/europe-growing-united.
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DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

@ Doing Business in Austria presents regional-level data and analyzes
regulatory hurdles facing entrepreneurs in seven cities (Bregenz, Graz,
Innsbruck, Klagenfurt, Linz, Salzburg, and Vienna) across five Doing
Business areas (starting a business, dealing with construction permits,
getting electricity, registering property, and enforcing contracts
through a local court).

@ Four of the seven cities lead in at least one of the measured areas.
Linz is the only Austrian city that scores highest in two indicator areas.
Cities that score well in one area are at the bottom of the ranking for
others, suggesting that each city has something to teach and something
to learn from its neighbors.

@ Linz leads in getting electricity and registering property, Salzburg in
starting a business, Bregenz in dealing with construction permits, and
Vienna in enforcing contracts. Innsbruck has the second-highest score
in three of the five areas and is the only city that does not rank in the
bottom three in any indicator.

@ Subnational score variations are most significant in the ease of dealing
with construction permits, enforcing contracts, and getting electricity.
These disparities can help policy makers identify which cities have
good practices that other cities can adopt and make improvements
without major legislative overhaul.

@ Time is the dimension that varies the most across the five indicators.
Bregenz registers the fastest turnaround times overall, and Klagenfurt
the longest. Entrepreneurs in Klagenfurt spend seven months
longer than their peers in Bregenz complying with the bureaucratic
requirements in the five areas measured. Nevertheless, even in
Klagenfurt, the total time is 3.5 months faster than the EU average.

@ In the long run, Austrian cities can look for good practices outside
the country to further improve their business regulations. This would
be particularly beneficial in the area of starting a business, the only
indicator where all Austrian cities perform below the EU average.

Back to Contents



mall and medium-sized enterprises

(SMEs) play an essential role in the

Austrian economy, representing
99.6% of all companies and employing
approximately two-thirds of the working
population.! In the recent past, Austria
adopted a series of measures to improve
the business environment for SMEs, thus
enhancing job creation and economic
growth. Austrian authorities invested in
simplifying  bureaucratic  requirements
through the use of electronic government
services. For example, the government
launched the Austrian Business Service
(Unternehmensserviceportal) in
2010. The portal, which began as an online
information portal, has gradually evolved
into a single sign-on transaction portal for
businesses to complete a range of bureau-
cratic procedures and interact with public
authorities. Existing technological solu-
tions proved particularly useful during the
pandemic-related lockdowns, allowing the
authorities to continue delivering essential
services to enterprises. The pandemic also
accelerated the adoption of new digital
tools in Austria (box 2.1).

Portal

Clear, simple, and coherent business
regulations provide the stable and pre-
dictable rules that firms need to function
effectively and encourage long-term
growth and sustainable economic devel-
opment. Conversely, excessive regula-
tion can constrain the ability of firms to

reach the minimum size required to be
competitive, undercutting their chances
of becoming more productive, operating
internationally, and attracting foreign
investment.

This report focuses on the rules and
regulations that govern business activity
in Austria and the efficacy of local-level
bureaucracy. This layer of administra-
tion is especially important in a federal
country like Austria, where states and
local authorities play a crucial role in
determining business regulations and
implementing them. The study presents
regional-level data and analyzes regula-
tory hurdles facing entrepreneurs in
seven cities: Bregenz, Graz, Innsbruck,
Klagenfurt, Linz, Salzburg, and Vienna.?

Overall, Austria scores above the EU
average for the ease of doing business.?
The country also performs well on the
European Commission Small Busines Act
for Europe principles.® Differences among
the Austrian cities’ performances on the
five Doing Business indicators studied in
this report highlight opportunities for
local policy makers to adopt in-country
examples of good practice to improve
regulatory performance in their jurisdic-
tions. The report also provides good
practice examples from other EU mem-
ber states as inspiration for the Austrian
authorities.

DOING BUSINESS IN AUSTRIA

MAIN FINDINGS

Bregenz, Linz, Salzburg, and
Vienna top the rankings in the
measured areas

Of the seven cities benchmarked, four
score highest in at least one of the mea-
sured areas, with Linz having the highest
score in two (table 2.1). Cities that score
well in one area are at the bottom of
the ranking for others, suggesting that
Austrian entrepreneurs face differing
regulatory hurdles depending on where
they establish their businesses. It also
indicates that each city has something
to teach and something to learn from its
neighbors. Starting a business is easiest
in Salzburg, which scores lowest on the
registering property indicator. Similarly,
dealing with construction permits is easi-
est in Bregenz, the most challenging city in
which to get a new electricity connection.
Enforcing contracts is easiest in Vienna,
but the city has the second to lowest score
for starting a business. Although Linz
leads in two areas—getting electricity and
registering property—it lags on construc-
tion permitting. Innsbruck is one of three
cities (together with Graz and Klagenfurt)
that does not perform at the top of any
area. However, it has the second-highest
score in three of the five areas (starting a
business, dealing with construction per-
mits, and getting electricity). Innsbruck is

TABLE 2.1 Linz is the only Austrian city that scores highest in two indicator areas
‘ Dealing with

Starting a business construction permits Getting electricity Registering property Enforcing contracts

Rank Score Rank Rank Score Rank Score Rank Score
City (1-7) (0-100) (1-7) (0-100) (1-7) (0-100) (1-7) (0-100)
Bregenz 2 82.21 86.38 5 77.74 2 71.00
Graz - 80.95 86.62 3 80.18 - 67.04
Innsbruck 2 82.21 90.38 4 77.98 4 68.48
Klagenfurt 4 81.96 89.34 6 77.38 6 68.18
Linz 4 81.96 91.68 80.54 3 69.36
Salzburg H 82.96 88.83 76.66 5 68.23
Vienna 6 81.71 88.43 2 80.30 - 72.73

Source: Subnational Doing Business and Doing Business

databases.

Note: The indicator scores show how far a location is from the best performance achieved by any economy on each Doing Business indicator. The scores are normalized to range
from 0 to 100 (the higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and the
Netherlands.” Data for Vienna are not considered official until published in the Doing Business 2021 report.
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also the only city that does not rank in the
bottom three in any indicator.

Linz and Vienna have the highest
number of top performances
Authorities can learn lessons from both
the best-performing cities and those
facing the most challenges. Linz is the
city where transferring property and get-
ting electricity are fastest, and obtaining
construction permits the least expensive.
Despite a heavy workload, Vienna is
second in terms of the number of top per-
formances on indicator categories. The
capital has the most affordable contract
enforcement process and the best score
on the quality of judicial processes index.
Overall, all seven cities studied excel in at
least one indicator category (table 2.2).

Austrian cities score above the
EU average in most areas, but
not in starting a business

In three of the five areas measured, all
Austrian cities outscore the EU average
score for the ease of doing business (fig-
ure 2.1). In getting construction permits,
six Austrian cities (all but Klagenfurt)
perform above the EU average. The excep-
tion is starting a business: all seven bench-
marked cities score below the EU average.

There is room for improvement, even
in areas where Austrian cities perform

relatively well. For example, commercial
litigation in Austria is faster—but more
expensive—than the EU average. Getting
electricity is more efficient across
Austrian cities than the EU average in
terms of steps, time, and cost. However,
Austria lags behind its EU peers on
the reliability of electricity supply.
Construction permitting is less expensive
and requires fewer procedural steps in
Austria than the EU average. Still, on
average Austrian developers spend more
time getting building permits than most
of their EU peers.

Score variations across Austria
highlight opportunities for cities
to learn from each other

Some areas—particularly starting a
business and enforcing contracts—are
regulated at the federal level, with local
authorities and local branches of nation-
al agencies responsible for implement-
ing national legislation. Construction
permitting, getting electricity, and
registering property are regulated par-
tially at the federal level and partially at
the state, regional, or municipal level.
The cities’ divergent scores on each
indicator set underscore the difference
in regulation and its local implementa-
tion. Performance differences can point
policy makers to cities with tested good
practices that other cities can adopt.

Subnational performance differences are
particularly large in some areas. The great-
est score disparities are in dealing with
construction permits. This is not surpris-
ing—construction permitting is regulated
at the state level, resulting in procedural,
time, and cost differences between cities.
Getting a construction permit is easiest in
Bregenz, where the authorities recently
streamlined the clearance process and
reduced the legal timeframe (established
by federal law) to issue building permits. It
is most difficult in Klagenfurt owing to the
city's relatively lengthy permitting process
for delivering industrial operation permits
and building permits. Bregenz performs
better than all EU member states except
Denmark, Lithuania, and Luxembourg,
whereas Klagenfurt scores below most EU
member states.

Significant  performance  disparities
are also evident in enforcing contracts,
where the role of local district courts
is paramount. Resolving a commercial
dispute is easiest in Vienna, the only
Austrian city, together with Bregenz,
performing among the top 10 EU mem-
ber states. The capital is the only city
with a specialized commercial court.
Bregenz, the fastest for enforcing con-
tracts, has the second-highest score.
Graz brings up the rear (but ranks above
the EU average) with a combination of

TABLE 2.2  All seven cities lead in at least one indicator category

s, | Startinga Dealing with Getting Registering Enforcing
o 2 | business construction permits electricity property contracts
@ ©
SE Best quality
g-g Shortest Fewest | Shortest | Least Fewest | Shortest | Least Fewest | Shortest | Shortest | Least | of judicial
=2 time procedures| time | expensive |procedures| time | expensive [procedures| time time | expensive | processes
Linz - v v v v v
Vienna 4 v v v v
Bregenz 3 v v
Graz 2 v v
Salzburg 2 v v
Innsbruck v
Klagenfurt v

Source: Subnational Doing Business and Doing Business databases.
Note: This table does not show indicator categories in which all cities register an equal result. These include the procedures, cost, and paid-in minimum capital required to start a

business; the building quality control; the reliability of supply and transparency of tariffs; the cost to register a property and the reliability of infrastructure. Data for Vienna are not
considered official until published in the Doing Business 2021 report.
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FIGURE 2.1
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Source: Subnational Doing Business and Doing Business databases.

Note: The score indicates how far a location is from the best performance achieved by any economy on each Doing
Business indicator. The score is normalized to range from 0 to 100 (the higher the score, the better). The averages

for Austria are based on data for the seven cities benchmarked. The averages for the European Union are based on
economy-level data for the 27 EU member states. Other EU member states are represented by their capital city, as
measured by global Doing Business. For more details, see the chapter "About Doing Business and Doing Business in the
European Union 2021: Austria, Belgium and the Netherlands.” Data for Vienna, EU averages, and EU best performances
are not considered official until published in the Doing Business 2021 report.

relatively high costs and time to resolve
a commercial dispute.

Because a different electricity utility oper-
ates in each benchmarked city, the steps,
time, and cost to obtain an electricity
connection also vary significantly across
Austria. Overall, getting electricity is easi-
estin Linz and Innsbruck and most difficult
in Bregenz and Graz, where one additional
procedure is required.

Registering property, a process completed
primarily using national digital infrastruc-
ture, is relatively homogeneous across the
benchmarked cities in Austria. Regional
requirements add a procedure in Bregenz,
Innsbruck, Klagenfurt, and Salzburg.

The Austrian cities perform most simi-
larly in the area of starting a business as
the process involves the same nine steps
nationwide. However, local disparities
exist in the time needed to register a
company with the court and register for
tax purposes with the local tax office.
Company registration with the court
takes three days in Salzburg, compared
to six days in Vienna and seven days
in Graz (the cities with the two largest
commercial registries). And the time to
obtain the value added tax (VAT) iden-
tification number and tax number varies
from 10 days in Salzburg to 14 days in
Graz.

DOING BUSINESS IN AUSTRIA

Bregenz has the fastest
turnaround times overall

Time is the dimension that varies the
most across the five measured indicators.
Contract enforcement takes 18 months in
Graz, four months longer than in Bregenz.
Dealing with construction permits varies
from five months in Bregenz to over nine
months in Klagenfurt. Getting electricity
takes 25 days in Linz, less than half the
time needed in Vienna. Property registra-
tion times range from 15.5 days in Linz
to one month in Salzburg. And starting a
business takes 16.5 days in Salzburg but
24.5 days in Graz (figure 2.2).

Overall, entrepreneurs in Klagenfurt spend
seven months longer than their peers
in Bregenz complying with the bureau-
cratic requirements in the five measured
areas (figure 2.3). Nevertheless, even in
Klagenfurt, the total time is 3.5 months
faster than the EU average.

WHAT IS NEXT?

Austrian cities can improve their
business environment by replicating
existing domestic good practices

This report identifies existing local good
practices that Austrian cities can adopt
(table 2.3). However, this does not imply
that all locations would automatically ben-
efit from introducing each of these good
practices. Several factors determine
whether replicating a good practice is ben-
eficial, including local economic priorities,
resource allocations, and tradeoffs between
how smooth a bureaucratic process is and
its costs. Local authorities can determine
which of the good practices in the report
would help improve their cities’ business
environments and use them as a source of
inspiration when planning reforms.

Austrian cities can improve their busi-
ness environment by replicating existing
good practices (figure 2.4). The potential
for improvement is particularly striking
in the area of dealing with construction
permits. If Vienna were to issue con-
struction-related permits as efficiently
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FIGURE 2.2 Time is the dimension that varies the most across the five indicators

Starting a business

(days) permits (days) (days)
Salzburg Bregenz Linz Linz
Bregenz Innsbruck Graz Vienna
Innsbruck Salzburg Bregenz Graz
Klagenfurt Graz Innsbruck Innsbruck
Linz Vienna Klagenfurt [N Bregenz
Vienna Linz Salzburg Klagenfurt
Graz Klagenfurt Vienna Salzburg

Dealing with construction

Getting electricity

Registering property

Enforcing contracts

(days) (days)
Bregenz 425
Linz 443
Innsbruck 488
Klagenfurt 490
Vienna 498
Salzburg 505
Graz 548

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.

as Bregenz (eight steps and 151.5 days)
and make the process as inexpensive as
in Linz (0.7% of the warehouse value),
Austria would score 83.77 on this indica-
tor—an improvement of over 8 points.
For getting electricity, if Vienna were to
adopt procedures as fast as those in Linz
(25 days) and a cost structure like that in
Graz (60.5% income per capita), Austria
would improve its score by 3.33 points.
By reducing the time to start a business
to 16.5 days—as in Salzburg—Austria’s
score would improve by nearly 1.3 points.
Finally, Austria’s ease of enforcing con-
tracts score would rise from 72.73 to
74.72 if Vienna were to reduce its time to

resolve a commercial dispute to that of
Bregenz (425 days).

Austria can emulate good practices
in other EU economies

Even adopting the good practices found
within Austria in starting a business would
leave the country lagging most other EU
member states. In this area, Austria could
seek good practice examples elsewhere
in the European Union and beyond.
Greater integration
among agencies would make the business
startup process more efficient in Austria.
Policy makers could take inspiration from
Estonia’s online company registration

and coordination

portal, which allows entrepreneurs to
check the proposed company name,
submit the registration application, and
pay the share capital electronically in a
single interaction. Merging procedures
would also reduce the time it takes to start
a business, which is relatively long in all
Austrian cities compared to the EU aver-
age. In 12 EU economies, entrepreneurs
complete Austria’s most time-consuming
procedure, tax registration, as part of the
general company registration process.
In one of these economies, Hungary—
where, similar to Austria, legal profes-
sionals play an integral part in guiding
company startup through the courts—tax

FIGURE 2.3  Entrepreneurs in Klagenfurt spend significantly longer time than their peers in Bregenz complying with bureaucratic requirements
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H Time to start a business
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[l Time to obtain construction permits Time to obtain electricity

[l Time to register property Time to resolve a commercial dispute

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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FIGURE 2.4 By learning from existing good practices, Austria could significantly improve its Doing Business score in four of the five

measured areas

Austria (Vienna)
Ease of doing business score (0—100)

Getting electricity  88.43

4 procedures, 55 days,
83% income per capita,
7 points on reliability of supply

Starting a business  81.71

9 procedures, 21.5 days,
4.5% income per capita,
11.1% income per capita paid-in minimum capital

Dealing with construction permits
11 procedures, 220.5 days, T

1.1% warehouse value,  75.31

13 points on building quality control

498 days, 20.6% claim value,
13 points on quality of judicial processes

Best of Austria
Potential score (0-100)

91.76  Getting electricity
4 procedures (5 cities*), 25 days (Linz),
60.5% income per capita (Graz),
7 points on reliability of supply (all cities)

Dealing with construction permits
8 procedures (Bregenz), 151.5 days (Bregenz),
0.7% warehouse value (Linz),

83.77 13 points on building quality control (all cities)

82.96 Starting a business
9 procedures (all cities), 16.5 days (Salzburg),
4.5% income per capita (all cities),
11.1% income per capita paid-in minimum capital (all cities)

425 days (Bregenz), 20.6% claim value (Vienna),
13 points on quality of judicial processes (Vienna)

Source: Subnational Doing Business and Doing Business databases.

Note: The registering property indicator is not represented in the figure because, given that Vienna already incorporates most domestic good practices, the potential improvement in
the score is minor: from 80.30 to 80.54. Data for Vienna are not considered official until published in the Doing Business 2021 report.

* Linz, Innsbruck, Klagenfurt, Salzburg, and Vienna

registration (including VAT) is integrated
with company registration. As a result, it
takes just two days to complete.

The adoption of a fully electronic system
to facilitate dealing with construction
permits could benefit all Austrian cities.
Bregenz and Vienna, which already have
such systems in place, could share les-
sons learned. Authorities could review
Denmark’s fully electronic construction
licensing process. Austria could ben-
efit from streamlining its preconstruction
permitting process by consolidating
requirements, improving coordination
between offices, and providing more
detailed instructions for applicants. In
Porto (Portugal), the city developed a
comprehensive online manual to guide
firms through the construction permit-
ting process. Finally, Austrian cities

require developers to submit proof of
land ownership in the construction
permit process. Denmark and Sweden
are among the many countries that have
eliminated this requirement, accelerating
the construction permitting process.

Austria performs relatively well in regis-
tering property, enforcing contracts, and
getting electricity. In the area of getting
electricity, a good practice adopted by
economies worldwide is the electronic
filing and tracking of applications. France
offers good examples that Austrian cities
could follow. Austria is one of only four
EU member states with no financial
deterrent to limit outages; authorities
could revise the regulation to meet this
EU good practice. Introducing fast-track
property registration for an extra fee, like
in Lithuania, would reduce the time for

property registration. Publishing regular
statistics on land transfers and disputes
register
(the Netherlands and Romania publish

could improve transparency
monthly statistics). Moreover, Austria
could introduce service delivery stan-
dards to improve land register service
quality and facilitate monitoring and
evaluation. In Europe, the Slovak Republic
is one of many countries that publish
service standards for various public
services. Austria could introduce rules
limiting adjournments to reduce the time
to enforce contracts, as in nine other EU
member states.® The authorities could
also establish a specialized commercial
court or court section outside of the
main business city to deal with contract
enforcement, a good practice employed
by more than half of the economies mea-
sured by Doing Business.
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Potential opportunities for regulatory improvements in Austrian cities

Relevant ministries and agencies*

Regulatory
area Good practices National level Local/regional level
Starting a Introduce an automated name verification system o Federal Ministry of Justice ® Regional courts
business - ; :
Make third-party involvement optional, expand document * Federal M?n!stry of Fln'a.nce ¢ LOCE?| tax offices )
standardization, and provide public access to the business * Federal Ministry for Digital and ® Regional Economic Chambers
registration system Economic Affairs o Local administrative authority
streamline the business | ) b idati o Austrian Federal Economic Chamber (Bezirksverwaltungsbehdrde)
re;euaigrlnn:ntse usiness incorporation process by consolidating o Austrian Health Insurance Fund
o Trade Authority
Reduce or eliminate the paid-in minimum capital requirement e Chamber of Austrian notaries (ONK)
Continue to streamline the tax registration process and merge * Austrian bar association (ORAK)
business and tax registration o Chamber of accountants and auditors
Dealing with | Streamline the preconstruction process by consolidating o Federal Ministry for Climate Action, o Federal provinces
construction | requirements and improving coordination among offices Environment, Energy, Mobility, o Municipalities
permits Innovation and Technology )
i i igi ildi i . L .| & Water companies
Continue to implement digital building permit platforms o Federal Ministry of Constitutional Affairs, ‘ p :
i i ® Sewage companies
Shorten statutory time limits and expand use of simplified Reforms, Peregulatlon and lustice g P
application procedures o land registry
; - ) . o o Federal Chamber of Architects and
Consider harmonizing construction permitting legislation Chartered Engineering Consultants
o Austrian Institute of Construction
Engineering (OIB)
o Austrian Association of Cities and
Towns (Stadtebund)
Getting Improve online platforms to allow electronic requesting and tracking | ® Regulator for electricity and natural o Electricity distribution utilities
electricity of applications gas markets (E-Control) o Electricit ;
y suppliers
e . o Federal Chamber of Architects and o F ;
o ederal provinces
Establish financial deterrents to limit outages Chartered Engineering Consultants a p o
) . ) ) ) L . * Municipalities
Introduce varying legal time limits based on connection complexity | ® ?USTFIHFSA§SOCtI)atI%T)1 of Cities and
owns (Stadtebun
Assess the possibility of lowering the cost of getting an electricity
connection
Allow electrical suppliers to submit new connection applications
Registering | Consider exempting commercial property transfers from the o Federal Ministry of Justice e Local district courts
property requirement to obtain a property use certificate in some cities « Office of Metrology and Surveying o Federal provinces
Consider introducing a fast-track alternative for property * Municipalities
registration for an extra fee
Increase land register transparency by publishing regular statistics
on land transfers and disputes
Introduce service delivery standards at the land register and
cadaster, and ensure that they are public and binding
Strengthen complaints mechanisms by setting up separate
procedures at the land register and cadaster
Establish a compensation mechanism to cover losses incurred owing
to erroneous registry information
Enforcing Consider making measures allowing for virtual hearings permanent | e Federal Ministry of Justice o Local district courts
contracts

Consider expanding e-features in courts for commercial litigation
and small claims

Consider expanding the jurisdiction of the Vienna Commercial Court

Set legal limits on the granting of adjournments

Incentivize alternative dispute resolution (ADR)

Improve the management of the expert witness pool

o Austrian bar association (ORAK)

* The list includes the main ministries and agencies relevant to each regulatory area, but other might also be implicated.
Note: All good practices are detailed at the end of the respective indicator section.
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BOX 2.1 Austria’s investment in digital solutions paid off during the pandemic

Even before the COVID-19 global pandemic, Austrian entrepreneurs could complete several of the procedures analyzed in this
study remotely. For example, the business startup registration process at the court was already fully electronic, and most entre-
preneurs deposited the company startup capital electronically. The inability of citizens to visit agencies in person during pan-
demic-related lockdowns underscored the need for additional online services. Instead of visiting the local office of the Economic
Chamber, entrepreneurs obtained advice remotely and received email confirmation that their company complied with registra-
tion fee exemption requirements. Although few entrepreneurs used videoconferencing to notarize incorporation documents
remotely before the crisis, its use is now widespread.

Municipalities also increased their use of electronic platforms to respond to the pandemic, particularly for construction permit-
ting. During the initial lockdown in March 2020, some cities stopped processing building permit applications almost entirely.
By the summer, local governments had updated their IT systems, allowing many public servants to work remotely and building
authorities to return to operational levels. In Vienna, developers can now use the Mein Wien e-government portal® to submit
permit applications and relevant attachments online, as well as construction commencement and completion notifications. The
system also allows entrepreneurs to track their application status.

For property registration, the existing digital infrastructure proved resilient to the unprecedented challenges posed by COVID-19.
Interviewees for this study indicated that the Land Registry recorded no major service delivery disruptions. The Ministry of
Justice quickly adapted to the new circumstances, providing laptop computers to its employees so that they could continue per-
forming their duties remotely. For those internal operations requiring in-person action, having one person at a time in the office
on a rotational basis was sufficient to maintain business operations without disruption.

The use of videoconferencing in oral contract enforcement hearings in Austria was widespread before the pandemic. However,
the technology had not been available to conduct the entire oral hearing via videoconference. The First COVID-19 Act and
Accompanying Legislation for Justice of May 5, 2020, changed this by allowing video technology to be used in civil court hear-
ings, provided that the involved parties in the proceedings agree and have access to the appropriate equipment. Although the
use of technology in the courtroom may have its challenges, most lawyers interviewed for this study agreed that the shift to
remote litigation in Austria has proceeded remarkably smoothly and given judges and attorneys more flexibility to schedule
hearings.

a. For more information, see the Mein Wien website at http:/mein.wien.gv.at.
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Starting a Business

Starting a business is eight days
faster in Salzburg than in Graz
Among the Austrian cities benchmarked,
starting a business is fastest in Salzburg.
An entrepreneur in Salzburg can com-
plete all nine procedures in just over two
weeks. In Graz, the same process takes
more than a week longer. The fees for
starting a business are the same across
Austria (table 2.4).

Entrepreneurs in Austria must follow the
same steps to start a business. The time
to complete these steps varies depending
on how long it takes to register a company
with the court and local tax office. Company
registration with the court takes three days
in Salzburg, compared to six days in Vienna
and seven days in Graz (the cities with the
two largest commercial registries). Lower
wait times in Salzburg are mainly the result
of efficient internal processes. Similarly,
the time to obtain the VAT identification
number and tax number varies from 10
days in Salzburg to 14 days in Graz. The
local tax office in Graz is responsible for
assigning VAT identification numbers for
foreign companies in Austria (in addition to
handling local tax registration applications).

Entrepreneurs spend more than half the
total time to start a business waiting to
complete tax registration with the local
tax office (figure 2.5). Despite efforts to
make this process more efficient, it still
takes 12 days on average to obtain the
VAT and tax numbers. Applicants submit
several forms and supporting documents
to the local tax office in person or by
post. Upon receipt, the local tax office
sends the documents via postal mail to
a central scanner in Vienna, where they
are scanned and uploaded to the Ministry
of Finance's company incorporation
system (Neugriindungsverfahren). Once
uploaded, the local tax office is informed
through an internal system and continues
processing the tax registration applica-
tion. The local officer reviews the applica-
tion and completes the company's entry
into the incorporation system. The infor-
mation is then reviewed by a risk assess-
ment tool based on a traffic light system
and, within seconds, the company is
assigned a color, indicating its risk level.®
The electronic risk assessment system
was introduced in 2018 to minimize the
need for manual control processes. Even
in the low-risk “green” scenario—the

TABLE 2.4 Starting a business is easiest in Salzburg and most difficult in Graz

Paid-in minimum
Cost capital requirement
Score Procedures Time (% of income (% of income per
City Rank (0~100) (number) (days) per capita) capita)
Salzburg 1 82.96 9 16.5 4.5 1.1
Bregenz 2 82.21 9 19.5 4.5 1.1
Innsbruck 2 82.21 9 19.5 4.5 1.1
Klagenfurt 4 81.96 9 20.5 4.5 1.1
Linz 4 81.96 9 20.5 4.5 1.1
Vienna 6 81.71 9 21.5 4.5 1.1
Graz 7 80.95 9 24.5 4.5 1.1

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average scores for the procedures, time, cost, and paid-in minimum capital associated
with starting a business. The score is normalized to range from 0 to 100 (the higher the score, the better). For more
details, see the chapter "About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and the
Netherlands." Data for Vienna are not considered official until published in the Doing Business 2021 report.

local tax office immediately issues the
tax and VAT numbers’ and mails them to
the applicant—the entire process takes
almost two weeks on average. Tax offices
spend more than half of this time upload-
ing the paper files to an electronic system
and exchanging the required information
between stakeholders.

Once tax registration is complete, and the
company has obtained the login creden-
tials by post, tax-relevant expenses can
be recorded electronically through the
FinanzOnline service and all tax returns
can be submitted online.®

Incorporation costs are the same in all
seven Austrian cities. There are no court
registration fees for new companies that
comply with the requirements outlined in
the Startup Promotion Law. As such, the
total cost to start a business is the cost
to notarize the articles of association and
prepare and review the incorporation
documents.

Starting a business in Austria is
relatively cumbersome and time-
consuming

Government initiatives have moved to
simplify formal business incorporation
requirements in Austria, but entrepreneurs
still face more cumbersome processes than
their neighbors in the European Union.?
They must comply with nine procedures
to start a business, three more on aver-
age than their EU counterparts. Austria
is among the three EU member states
(together with the Czech Republic and
Germany) with the highest number of pro-
cedures to start a business (figure 2.6). In
contrast, entrepreneurs in Estonia, Finland,
Greece, and Slovenia can start a business
Furthermore,
the average time to start a business in
Austria (20.4 days) is almost twice the
EU average and five times that of its best

in just three procedures.
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FIGURE 2.5 Registration with the local tax office takes more than half of the total

time to start a business
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Source: Subnational Doing Business and Doing Business databases.

Note: Other procedures include (1) obtaining confirmation of starting a new company from the Economic Chamber, (2)
verifying the company name, (3) notarizing the articles of association, (4) depositing the minimum capital requirement,
and registering the company with the (5) trade authority, (6) social security, and (7) the municipality. Data for Vienna
are not considered official until published in the Doing Business 2021 report.

performers, France and Greece, where it
takes just four days. Austrian entrepreneurs
pay the equivalent of 4.5% of income per
capita to start a business, higher than the

EU average of 3.1% but almost one-third
of the cost paid in ltaly (the most costly
location to start a business in the EU). In
Slovenia, Ireland, and Denmark—all among

DOING BUSINESS IN AUSTRIA

the EU's top performers on cost—starting
a business costs less than 0.2% of income
per capita. Entrepreneurs in Austria are
required to deposit cash as paid-in capital
before incorporation, representing 11.1%
of income per capita. In contrast, 12 EU
member states have no such requirement
or a paid-in minimum capital requirement
of less than 0.1% of income per capita.”

Entrepreneurs complete nine
procedures and wait more than
14 days on average to start a
business

Starting a business in Austria is a lengthy
process that involves multiple agen-
cies and intermediaries—the Economic
Chamber, notaries, commercial banks,
courts, tax office, trade authority, the
Austrian Health Insurance Fund, and
municipalities. All Austrian cities bench-
marked require the same nine procedures
(figure 2.7).

The first step—obtaining confirmation from
the Economic Chamber that the startup is

FIGURE 2.6  Austria's process for starting a business is one of the most complex in the European Union

Paid-in minimum

Procedures Time Cost capital requirement
(number) (days) (% of income per capita) (% of income per capita)
14 14 Slovenia (EU best) —0 — 6 member states** — 0
Denmark — | (EU best) j
France, Greece
) (EU best) 14 7
Denmark EU average = }===-=--
Hungary
4 member states™ 2 -
(EU best)—3 ] Netherlands 10 - .
EU average ~ }-=----
Germany — | EU average 3q._.... Denmark 10
4 15 — -
Salzburg Netherlands
Denmark, Bregenz. Innsbruck Hungary 4 = 11 —— All 7 Austrian
Netherlands —5 — Austrian average 20 — KlagenfL'th, Lz . All 7 Austrian cities 2] cities
EU average ~ t-=--=-- Vienna Germany
6 — 25 - Graz 30 -
6 —
Germany 31
Hungary 7 — 30 — 7
32 —
8 —| 35 — Hungary
13 — ;
Poland Slovenia 33 —
Czech Republic,
Germany—9 — All 7 Austrian cities 40 — Italy 14 — 34 —

Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.

* Estonia, Finland, Greece, Slovenia.

** Belgium, Cyprus, Finland, Ireland, the Netherlands, Portugal.
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FIGURE 2.7 Starting a business involves the same nine steps across cities in Austria
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Source: Subnational Doing Business and Doing Business databases.

a new enterprise—is not obligatory. Still,
by doing so, firms become exempt from
paying certain publicly-levied fees and
taxes. After filling out a form (NeuF62)
and obtaining confirmation from their
local Economic Chamber, entrepreneurs
enjoy the benefits of the Startup Promotion
Law (Neugrindungs-Forderungsgesetz),
including having registration charges
waived at the commercial registry.

Before notarizing the document of
incorporation, a notary
entrepreneur to check the availability of
the proposed company name, ensuring
compliance with legal requirements.

assists  the

A limited liability company (LLC,
Gesellschaft mit beschrankter Haftung,
commonly known as GmbH) with
more than one shareholder must be
incorporated by notarizing the articles
of association (Gesellschaftsvertrag)
before a notary." Since 2019 notarial
deeds (Notariatsaktform) can be drawn
up electronically via video conference
with the notary.”” However, most entre-
preneurs in Austria still prefer to do this
in person and get advice on establishing
a new company.” The electronic alterna-
tive has proven useful during COVID-19-
related restrictions and for incorporating
companies with partners located abroad.

After notarizing the documents and
depositing the minimum capital at a bank
orin an escrow account held by the notary,

the notary or lawyer must submit the
application electronically to the local court
in whose jurisdiction the company has
its head office. Since 2007, notaries or
lawyers in Austria can submit the notarial
deed electronically to the local court using
the electronic legal correspondence
system  (Elektronischer Rechtsverkehr,
ERV). The judge reviews the incorporation
documents and validates the proposed
company name to ensure it meets legal
standards before registering the company
in the commercial registry.® The court
decision on the registration (Beschluss) is
sent via the ERV to the notary or lawyer,
who then shares the document with the
entrepreneur electronically. Once the
company data are recorded in the com-
mercial registry, information regarding the
beneficial owner for a company like the
one in the Doing Business case study—in
which all partners are natural persons—is
transferred automatically to the ultimate
beneficial owner (UBO) register, reducing
the entrepreneur’s administrative burden.'®
In contrast, nine European member states
require entrepreneurs, their representa-
tives, or a third party to actively register or
report their beneficial owners to the UBO
register as a separate interaction.”

Once the company is legally established,
Austrian entrepreneurs perform four
postregistration procedures. First, entre-
preneurs register for tax purposes and
obtain the tax number (Steuernummer)
and the VAT identification number

(Umsatzsteuer-ldentifikationsnummer,
UID) from the
responsible local tax office automati-

local tax office. The
cally issues a VAT number when a tax
number is assigned for businesses
with a turnover of at least EUR 35,000
in the period. Second,
firms register their commercial activ-

assessment

ity with the local administrative author-
ity (Bezirksverwaltungsbehorde) online™®
through a centralized electronic platform
administered by the trade authority.

Third, companies register their employ-
ees for social security with the Austrian
Health Insurance Fund (Osterreichische
Gesundheitskasse) using its  elec-
tronic interface, ELDA (Elektronischer
Datenaustausch mit den &sterreichisch-
en Sozialversicherungstrégern). Finally, in
accordance with the Law on Local Taxes
(Kommunalsteuergesetz), entrepreneurs
register the company with the municipal-
ity to obtain a local tax account number.
Registration methods vary by municipal-
ity. In some cities, including Vienna and
Innsbruck, entrepreneurs can submit
the form electronically through the city's
online portal; in other cities, they submit
the information by email, post, or in
person.

Of the nine steps required to start a busi-
ness, seven can be completed relatively
quickly, within a day or less. The two
steps that typically take the longest are
registering the company with the local
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court (five days on average) and the local
tax office (12 days).

Electronic platforms and the widespread
use of electronic communication tools
(such as email and videoconferencing)
helped maintain a smooth business
startup process during the COVID-19
lockdown (box 2.2). Efforts are ongoing
to meet the demand for increased digita-
lization and further expand the electronic
founding of companies, eliminating the
need for entrepreneurs to visit the differ-
ent public administrations involved in the
process (box 2.3).

WHAT CAN BE IMPROVED?

Introduce an automated name
verification system

Until the end of 2020, Austrian entre-
preneurs did not have free online access
to the commercial registry to verify the
availability of the proposed company
name. Instead, entrepreneurs consulted a
startup advisor at the Economic Chamber
to check (for free) whether the company
name complied with the provisions of
the Corporate Code. Alternatively, they
hired a private provider commissioned
by the Federal Ministry of Justice to
obtain up-to-date information from

the commercial registry or sought the
assistance of a notary or the local court.
Although Austria recently made this
information publicly available online,” in
practice, most Austrian entrepreneurs
continue to seek the assistance of a
notary to ascertain whether the proposed
company name is available and compliant
with the minimum legal requirements.

Currently, each court decides whether
to enter a company name into the com-
mercial register. The company name
must be unique and nonmisleading.?®
However, this determination is made
with a margin of discretion on the part
of each court. Consequently, the same
company name could be rejected in
one court and accepted in another. By
providing clear rules and standardizing
the decision-making process across the
country, entrepreneurs could verify for
themselves that the proposed company
name complies with the legal require-
ments for commercial court registration.

Economies have redesigned their process-
es to automatically verify the proposed
company name at the time of com-
pany registration application. In the early
2000s, Australia, Canada, and the United
States introduced clear rules to determine
whether proposed company names were

BOX 2.2 Starting a business during COVID-19
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identical or similar to existing companies
or required specific consent. This approach
allows for automatic name rejection or
acceptance at the time of registration,
increasing both the transparency and effi-
ciency of the name clearance process and
company registration. Other economies
allow entrepreneurs to choose from a list of
preapproved company names. In Portugal,
entrepreneurs can choose from a list on
the business registry’s website?! and go to
a single online contact point, Empresa na
Hora (On the Spot Firm), to register the
company.?? In Estonia, entrepreneurs can
check proposed names online through an
e-business register?® This service incor-
porates the databases of county court
registry departments and displays real-
time data of all legal persons registered in
Estonia. In the United Kingdom, the online
registration website alerts entrepreneurs
if the desired company name cannot be
used and provides guidance for choosing
another company name.?*

Make third-party involvement optional,
expand document standardization, and
provide public access to the business
registration system

Austrian entrepreneurs pay the equiva-
lent of 4.5% of income per capitatostarta
business. This percentage is higher in only
seven other EU member states—Belgium,

In-person visits to government agencies were restricted during the COVID-19 pandemic, boosting demand for online alterna-
tives. Instead of visiting the local office of the Economic Chamber, entrepreneurs obtained advice over the phone or by Skype and
received confirmation by email that the company complied with registration fee exemption requirements.

Many banks and notary offices remained open during the lockdown, but some restricted opening hours and relied more heavily on
digital services. Most entrepreneurs in Austria deposited the company capital electronically before the health crisis, but few used
electronic communication tools to notarize incorporation documents.? COVID-19 served as a trigger to increase the use of such tools.

Austria’s court registration process for company incorporation was already fully electronic. As a result, the pandemic-related
closures had no impact. More than 4,000 GmbH were created in 2020, slightly more than in 2019.°

A limited number of employees from the tax authority—those responsible for receiving, organizing, and scanning documents—
were physically present at the workplace; the rest worked remotely. Entrepreneurs could also submit registration forms to obtain
the local tax account number by email in all municipalities.

a. The Electronic Notarial Form Foundation Act (Elektronische Notariatsform-Griindungsgesetz, or ENG).

b. Preliminary data from the Austrian Federal Economic Chamber (WKO) indicate the creation of 4,185 GmbH in 2019 versus 4,467 in 2020
(https://www.wko.at/service/zahlen-daten-fakten/daten-unternehmen.html).
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BOX 2.3 Austria’s business services portal: digitalizing services for business

Over the past decade, Austria has worked to reduce the administrative burden for aspiring entrepreneurs. Austria’'s business
services portal, the Unternehmensserviceportal (USP),? was launched in 2010 as a publicly accessible information portal to pro-
vide businesses with immediate access to regulations and policy. The USP was later expanded to allow businesses to complete
bureaucratic procedures with a single sign-on. For example, the portal integrates applications such as FinanzOnline,® which
allows the electronic filing of tax returns, and ELDA, the Austrian Health Insurance Fund's data transmission interface, allowing
employers to transmit all social security reports online.© To access these and other applications, entrepreneurs register using
their mobile phone signature or citizen card.

Since 2017, USP can also be used to establish sole proprietorships. And in 2018, the electronic startup process was extended to
founders of one-person GmbH using a standardized establishment declaration. Recently, the authorities have made establish-
ing these types of companies easier by allowing information to be exchanged in the back office, thus eliminating the need for
entrepreneurs to submit the company register excerpt for tax registration separately.? During 2020, 2,124 sole proprietorships
and 675 one-person GmbH were incorporated using the USP.

However, this simplified electronic end-to-end process has not yet been extended to other legal forms. Entrepreneurs cannot com-
plete the startup process for a GmbH with more than one shareholder without the assistance of a notary. And the process still
requires the submission of different electronic forms and separate interactions with all agencies involved. However, as of November
2019 notaries can conduct these separate interactions electronically on behalf of entrepreneurs. For example, notaries can request
the tax and VAT numbers from the tax authority or use the USP portal to register the company's business activity.

Moreover, a pilot program since November 2020 allows a small group of tax advisors to use the USP portal to assist entrepre-
neurs with requesting tax and VAT numbers.! The impact of these recent changes is yet to be seen in practice. Because many
applicants (notaries, accountants, and entrepreneurs) are not fully aware of the new digital options, they continue to interact
separately with each authority. In response, the government has launched training sessions to help familiarize notaries with the
new system.

a. For more information on the USP, see the website at https://www.usp.gv.at/.

b. For more information on the FinanzOnline platform, see the website at https:/finanzonline.bomf.gv.at.

c. The list of applications integrated into Austria’s USP is available at https://www.usp.gv.at/online-verfahren.html#Singlesignon.
d

. Austria, Federal Ministry for Digital and Economic Affairs. 2021. "BMDW: Foundation. Simply Online.”
https://www.ots.at/presseaussendung/OTS_20210110_OTS0013/bmdw-gruendung-einfach-online.

e. Figures provided by the Federal Ministry for Digital and Economic Affairs in March 2021.
f. According to interviews with the Federal Ministry for Digital and Economic Affairs by the Subnational Doing Business team, November 2020 to April 2021.

Croatia, Cyprus, Germany, ltaly, Malta,
and Poland. The cost of starting a busi-
ness in Austria stems from the require-
ment to hire a notary to create the
company deed, prepare other founding
documents, and certify the founders' sig-
(Musterzeichnungserklarung).
Notarization costs to start a business
depend on the length and complexity of
the articles of association, the company’s
corporate structure, the amount of the
company's authorized capital, and the
number of required signatures. Although
notaries play a central role in the busi-
ness startup process in other EU member
states, notary fees there are a fraction
of those in Austria. For example, in the
Czech Republic, entrepreneurs starting a
simple LLC pay a flat fee of CZK 2,000

natures

(approximately EUR 77) to draft and
notarize the articles of association.

Austrian authorities could reduce the
cost of starting a business by expanding
the use of standardized articles of asso-
ciation to include a GmbH established
by more than one person. For simpler
corporate
could make it possible for registry offi-

structures, standardization
cials to verify accuracy, signatures, and
compliance with the law. Larger compa-
nies with more complex structures and
special requirements could still solicit
the services of third-party professionals
and use customized incorporation docu-
ments. Allowing entrepreneurs to file the
incorporation documents electronically—
through the ERV registration system or

USP portal—would also facilitate GmbH
creation by reducing the need for legal
intermediaries and cutting costs.

Fewer than half of economies measured
by Doing Business require entrepreneurs
to hire a third-party agent when starting
a business.” Increasingly, economies are
making it optional to use intermediaries
when incorporating a new LLC. Third-
party agents are not required in the 10 EU
countries with the lowest cost to start a
business.?® Slovenia, for example, does
not charge any fees when companies use
the one-stop shop (SPOT point) to cre-
ate a simple LLC. This procedure makes
use of standardized electronic articles of
association?” and can be used by both
single- and multi-member LLCs. Portugal
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eliminated the legal requirement to use
third-party agents for company incorpo-
ration. Most entrepreneurs in Portugal
register a company using preapproved
standardized articles of association,
which are available from Empresa na
Hora.?® Through this initiative, entrepre-
neurs can instantly establish a “one-man”
company, a private limited company, or a
public LLC at just one desk.

Streamline the business
incorporation process by
consolidating requirements

Starting a business in Austria is complex,
involving various interactions spread out
across eight different agencies. Greater
integration and coordination among
agencies at the district, municipal, and
federal levels could benefit business
startup efficiency.

Several countries have created a single
physical or virtual interface for business
incorporation offering entrepreneurs, in a
single step, at least one service in addition
to business registration, thus reducing the
administrative burden. Estonia's online
company registration portal allows entre-
preneurs to check the company name,
submit the registration application, and
pay the share capital electronically in a
single interaction.? Slovenia's electronic
single window connects various govern-
ment agencies, allowing entrepreneurs to
register with the court, statistical office,
tax authority, and health institute in one
step. In Hungary, the Registration Court
also registers companies through an
online system with the tax authority—for
VAT and income tax purposes—and with
the statistical office. These countries
have modernized their court registries
by implementing online systems or con-
solidating registration formalities within
administrative one-stop shops.

In Austria, entrepreneurs must register
with the municipality to obtain a local
tax account. This requirement could be
streamlined by allowing the tax author-
ity to exchange information between
the national tax authority and the

municipalities, thus eliminating the need
for a separate procedure. Hungary is the
only other EU member state that requires
entrepreneurs to register for municipal
business tax as a separate interaction.
Streamlining business startup procedures
could reduce unnecessary duplication
and paperwork.

Authorities in Austria could also make
legal amendments to eliminate out-
dated requirements to set up a small and
medium-size enterprise. All companies
submit a form to the trade authority to
register and some companies—depend-
ing on the business activity—must obtain
a trade license. For a company like the
one in the Doing Business case study, this
procedure only requires entrepreneurs
to notify the authority by submitting an
electronic form. If the company's activi-
ties fall into those regulated by the Trade
Act (Gewerbeordnung), an authorization
is required, and the company cannot
start operations until it has obtained this
authorization.

According to Doing Business data, only a
handful of EU member states® require
entrepreneurs to apply for a business
license or notify the relevant local author-
ity to commence general commercial
activity. Legal reforms could eliminate
trade authority registration for all firms
except those in regulated or strategic
industries and companies of a certain
size. Additionally, the authorities could
reform the law to allow entrepreneurs to
self-certify that they have deposited the
minimum capital. Currently, government
authorities must verify that the deposit
has been made.

Reduce or eliminate the paid-in
minimum capital requirement

The paid-in minimum capital require-
ment in Austria is higher than in most
other economies in the European Union.
Austrian entrepreneurs establishing a
GmbH must have a share capital of at
least EUR 35,000, half of which must
be paid in cash upon incorporation.
Entrepreneurs taking advantage of the
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foundation privilege are only liable for
cash contributions totaling EUR 10,000
in the first 10 years® In this case,
shareholders must pay a minimum of
EUR 5,000 in cash upon incorpora-
tion. Still, entrepreneurs opting for this
privilege face a paid-in minimum capital
requirement (11.1% of income per capita)
higher than the EU average (7.7%) (fig-
ure 2.8).

Studies have shown that higher paid-in
minimum capital requirements do not
necessarily help creditors recover their
investments.? Other factors—poor cash
management, low employee retention,
and competition—influence insolvency.
When reducing or eliminating the paid-in
minimum capital requirement to start a
business, it is possible to provide security
to creditors using other mechanisms such
as evaluating firms' income statements,
business plans, and other representa-
tive indicators. Moreover, a high paid-in
minimum capital requirement can act as
a financial barrier for small and medium-
size enterprises seeking to formalize.
Doing Business data show that economies
with a higher paid-in minimum capital
requirement tend to have a lower new
business entry rate on average.®

Economies worldwide have reduced
or eliminated paid-in minimum capital
requirements. As of May 2020, entrepre-
neurs in 121 economies worldwide could
start a business without any paid-in
minimum capital requirement3* In 12
EU member states, the paid-in minimum
capital requirement is very low (less
than 0.1% of income per capita) or zero.
In Belgium, the Code of Companies and
Associations, which entered into force
on May 1, 2019, eliminated the minimum
capital requirement. Instead of minimum
capital, entrepreneurs are required to
have sufficient initial equity to carry out
their projected activities over a two-year
period and file the financial plan with
the notary at the time of incorporation.®®
Croatia has reduced by half the minimum
amount of capital that must be paid
prior to LLC incorporation, from 50% of
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FIGURE 2.8 Entrepreneurs in Austria face a higher paid-in minimum capital requirement than the EU average
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.

a company's capital to 25%. Similarly,
Denmark recently reduced the paid-in
minimum capital requirement by 20%
for domestic LLCs.

Continue to streamline the tax
registration process and merge
business and tax registration

The Austrian government has initiated
reforms to streamline the tax registration
process by incorporating an electronic
risk review of applications. These reforms
aim to minimize the need for manual
control and increase efficiency in auditing
and combating fraud. These improve-
ments may show their effects in the
coming years once the entire tax registra-
tion process is performed electronically.
Austria could monitor improvements
in tax registration processes through a
national monitoring and evaluation sys-
tem and share regular reports with local
tax authorities to identify administrative
strengths and weaknesses and ensure

efficient tax registration processes and
turnaround times.

Efforts to accelerate and streamline tax
registration could also focus on integrat-
ing it into the company incorporation
process. In 12 EU economies, tax registra-
tion is completed as part of the general
company registration process. In these
economies, completing combined busi-
ness and tax registration in a single step
takes just 4 days on average (figure 2.9).

Although the commercial registry auto-
matically notifies the tax authorities of
new company registrations, entrepreneurs
in Austria still must file and submit forms
and supporting documents by post or in
person and interact with the tax authori-
ties to obtain the VAT and tax numbers.

Reforms could merge this step into the
overall process of starting a business.
Greece and Hungary fully integrate tax

registration (including VAT) in the compa-
ny registration process. In both countries,
there is no need to follow up with the tax
agency separately. In Hungary, once the
application for registration is submitted,
the Registration Court registers the com-
pany with the State Tax Authority (for VAT
and income tax purposes) and the statisti-
cal office through an online system. In
Italy, limited liability companies electroni-
cally file a single notice (Comunicazione
Unica) with the Register of Enterprises,
which automatically registers the com-
pany with the Revenue Agency (to obtain
the TIN and VAT number), Social Security
(INPS), and Accident
Insurance Office (INAIL). Similarly, in

Administration

France, entrepreneurs file a joint applica-
tion for company incorporation that
allows entrepreneurs to fulfill the formali-
ties required by the various competent
authorities, including the tax authorities.
In all of these EU economies, registration
takes just two days.
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FIGURE 2.9  Twelve EU economies have merged business and tax registration
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Note: In Malta, the entrepreneur obtains the tax identification number (TIN) at the time of business registration but there is a separate procedure to obtain the VAT number. Values
for Austria are based on data for the seven benchmarked cities; other EU member states are represented by their capital city as measured by Doing Business. Data for Vienna, EU
averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.
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Dealing with Construction Permits

Building regulations in Austria are spread
across multiple levels of legislation.
Although federal regulatory elements
exist—mainly setting construction stan-
dards®*® and energy efficiency require-
ments—construction  permitting s
primarily regulated at the state level*” and
implemented by city councils and their
respective construction departments.

Permit processing times drive
differences across cities

The seven Austrian cities benchmarked
show notable differences in the efficiency
of the construction permitting process.
Complying with all formalities to build
a warehouse is easiest and fastest in
Bregenz, where the process takes eight
procedures and 1515 days, at a cost of
0.8% of the warehouse value (table 2.5).
It is most difficult in Klagenfurt, where
entrepreneurs complete three
additional procedures (the same as in
Vienna®* and Salzburg) and the process
takes 278 days. Klagenfurt is also among
the most expensive cities in Austria
(together with Vienna) in which to get a
construction permit: for the same project,

must

developers in Klagenfurt spend 31% more
than in Bregenz.

On average, developers in
Austria spend more time dealing
with construction permits than
their EU peers

To get a construction permit in the
Austrian cities measured, entrepreneurs
complete on average 10 procedures over
215 days at a cost of 0.9% of the ware-
house value. The process entails four
fewer steps at half the EU's average cost
(1.9%), but takes longer (figure 2.10). In
the European Union's best performer,
Denmark, obtaining a construction per-
mit takes one-third of the time it does in
Austria and requires only seven proce-
dures; preconstruction clearances are not
required and builders can complete the
permit application online.

Together, the Austrian cities bench-
marked score 13 out of 15 points on the
Doing Business building quality control
index, among the highest scores in the
European Union, where the average is
11.6 points.

TABLE 2.5 Dealing with construction permits is significantly easier in Bregenz than

in Klagenfurt

Cost Building quality
Score | Procedures Time (% of warehouse |  control index
City Rank | (0-100) | (number) (days) value) (0-15)
Bregenz 1 83.64 8 151.5 0.8 13
Innsbruck 2 80.52 10 168 0.7 13
Graz 3 77.16 10 214 0.8 13
Salzburg 4 77.10 " 201 0.8 13
Vienna 5 75.31 " 220.5 1.1 13
Linz 6 73.02 10 273 0.7 13
Klagenfurt 7 71.09 " 278 1.1 13

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average scores for the procedures, time, and cost associated with dealing with
construction permits, as well as for the building quality control index. The score is normalized to range from 0 to
100 (the higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business
in the European Union 2021: Austria, Belgium and the Netherlands.” Data for Vienna are not consider official until

published in the Doing Business 2021 report.

The construction permitting
process varies from city to city
Entrepreneurs in the seven Austrian cities
benchmarked share seven common pro-
cedures to obtain a construction permit.
The remaining steps differ by location,
mainly due to differences in state regula-
tion (figure 2.11).

In all cities except Vienna, the developer
holds a preplanning meeting with the
building
construction to discuss the project
details and associated requirements. The
purpose of this meeting is to identify pos-
sible issues with the project and discuss
areas of concern at an early stage to limit
potential delays later.

municipal authority  before

After the preplanning meeting, the devel-
oper initiates the process of obtaining
an industrial operations permit, which is
required by Austria's commercial code
(Gewerbeordnung)* for all commercial
buildings that could impact their sur-
roundings with emissions of noise, heat,
or pollutants. This permit is also required
to commence commercial operations
once construction is complete. The
building authority
industrial operations permits in all cities
except Vienna, where the local district
office is responsible for processing the
application.“® Simultaneously, the devel-
oper contracts private experts to obtain
the geotechnical and topographical sur-
veys and request an energy performance

municipal issues

certificate, or “energy pass."*' Once these
documents and survey results are ready,
the developer applies to the municipality
for the building permit. This application
includes detailed construction plans with
descriptions of the building's purpose
(compiled by a certified architect), a list
of the owners of the adjacent proper-
ties, and plans for water and sewage
connections. In parallel to the building
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FIGURE 2.10  Construction permitting in Austria is less costly and requires fewer procedures than the EU average, but is relatively slow
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.

* Czech Republic, Estonia, Poland and Slovak Republic.

permit application, the developer applies
for water and sewage connections with
the public utility companies.*? After the
municipality grants the building permit—
and once the builder has submitted the
notice of construction commencement
(including the appointment of a con-
struction supervisor)—construction can
begin.

Upon finalizing construction works, the
developer notifies the municipality of the
completion of construction. This notifica-
tion must include a statement by the
construction supervisor that the building
complies with all regulations governing
materials, height limitations, structural
integrity, and fire protection.

Variations in the number of
procedures are the result

of different administrative
requirements

Depending on the location, it takes
between eight and 11 procedures to

get a construction permit in Austria.
Differences among cities stem largely
from municipal requirements before con-
struction begins and different water and
sewage connection applications.

On average, preconstruction approvals
account for more than three-quarters of
the total steps required to deal with con-
struction permits (figure 2.12). In all cities
except Vienna, it is common practice for
developers to hold a meeting with the
municipality before applying for a build-
ing permit. However, the capital requires
developers to go through two additional
procedures. While the expert opinion
on structural engineering is carried out
by a licensed employee working for the
developer in all cities except Vienna,
an independent expert must issue this
opinion in Vienna.** Similarly, developers
in the capital must appoint a qualified
supervisory engineer from a list provided
by the building authority to oversee the
entire construction process.** In all other

cities, the developer can designate an in-
house construction supervisor to perform
this task.

In Bregenz, where entrepreneurs need
to complete only six procedures before
the start of construction, the law does
not require the builder to provide a
notification of commencement of con-
struction works. In Bregenz and Graz,
developers no longer need to prove land
ownership, as municipal authorities can
verify ownership directly with the Land
Registry. In all other benchmarked cities,
the developer is responsible for provid-
ing proof of land ownership. In Bregenz,
this change resulted from a review of
construction  permitting  procedures
done in preparation for the e-submission
system for building permit applications.*®
In Graz, the change was made as part of
the city’s push to streamline bureaucratic
processes in response to the COVID-19
pandemic (box 2.4). However, Graz is
also the only city that requires all builders
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FIGURE 2.11
cities

Procedural requirements in the construction permitting process vary across
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iR Obtain topographical study™
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(a) Procedure does not apply in Vienna

(b) Procedure only applies in Vienna

(c) Procedure does not apply in Bregenz and Graz

(d) Procedure does not apply in Bregenz

(e) Procedure only applies in Graz

(f) Water and sewage services in Klagenfurt and Salzburg require separate applications because they are managed by
different agencies

¥ Procedure is completed simultaneously with the previous one

*Procedure applies to all cities

Source: Subnational Doing Business and Doing Business databases.

Note: Data for Vienna are not consider official until published in the Doing Business 2021 report.

FIGURE 2.12  Most procedures to deal with construction permits are in the
preconstruction phase
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not consider official until published in the Doing Business 2021 report.

to notify the local municipality upon com-
pletion of the building's structural frame
(shell construction).*® All other cities
require notifications once construction
has been completed.

In most Austrian cities, the developer
can request and obtain water and sew-
age connections from a single public or
partially privatized utility company in
one procedure. Klagenfurt and Salzburg
require an additional step. In these cities,
sewage connections are handled by the
city's municipal sewer authority, while
water connections are managed by a
public utility company, resulting in paral-
lel application processes and an addi-
tional procedure when compared with
other cities. This split between separate
entities has historical reasons (for cities
with ancient buildings) but reduces the
efficiency of the application process.

Bregenz and Innsbruck complete
construction permitting fastest;
Linz and Klagenfurt are slowest
The time to deal with construction permits
ranges from five months in Bregenz to over
nine months in Klagenfurt, mainly owing
to differences in efficiency at the municipal
level when obtaining the building permit.
It can take anywhere from 75 days in
Bregenz to 180 days in Linz to get a build-
ing permit (figure 2.13). Although all cities
are in line with the federal statutory time
limit of six months,*” Bregenz, Innsbruck,
and Salzburg are subject to a lower time
limit of three months as stipulated by their
respective state construction codes.*®

Time variations also stem from differ-
n municipalities’ operational
capacities. For example, in Linz, the slow-
est city for obtaining building permits
and industrial operations permits, the
building authority is also tasked with local
administrative functions at the district
level,* resulting in a higher workload
and significantly longer processing times.
Onerous bureaucratic rules—a require-
ment to submit permit applications in
multiple copies, for example—contribute
to logistical challenges and delays in

ences
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BOX 2.4 Construction permitting during COVID-19: how the pandemic encouraged digitalization

During the COVID-19 pandemic, locations across Austria expanded their use of e-government electronic platforms as in-person in-
teractions became more challenging. In some Austrian cities, such as Innsbruck, Linz, and Klagenfurt, the initial lockdown in March
2020 slowed the processing of new applications significantly. By midyear, following local government efforts to update IT systems
and distribute laptops to public servants working remotely, the building authorities managed to return to operational levels.

Local authorities across Austria took various approaches to maintain the most necessary services. For example, after reviewing
its procedures, the city of Graz stopped requesting proof of land ownership from builders as part of the building permit appli-
cation process. In Vienna, the pandemic and the need for e-based solutions accelerated the implementation of the city's fully
digital building permit application platform on the “Mein.Wien" e-government portal. Developers can now submit permit appli-
cations, including all required attachments, and provide notifications about the commencement and completion of construction
works online. They can also use the platform to track the authorities’ processing of these applications and notifications.

The building authority in Bregenz has been developing an online platform for building permit applications since late 2018 as part
of its comprehensive smart government program. The platform, which is being implemented in cooperation with the University of
St. Gallen in Switzerland and nine cities near Lake Constance in Austria, Germany, and Switzerland, allows builders to submit all
relevant forms and documents and moves all communication with the applicant online. The integration into the existing “V-Dok"
administrative e-government platform of the state of Vorarlberg should ensure interoperability with existing systems and allow
for easier implementation across the state. The platform entered its trial phase in 2020 and will become fully operational in 2021.

The cases of Vienna and Bregenz highlight how local building authorities can harness the momentum created by the coronavirus
pandemic to expand their digital services to remain accessible to the public while at the same time streamlining their processes
and improving their operational capacity.

processing at building authorities in cities
such as Linz and Salzburg.”® Incomplete
applications and requests for additional
documents drive longer processing times
in Graz, Linz, and Klagenfurt. In contrast,

efforts are ongoing in Bregenz and Vienna
to digitalize the permitting process to
eliminate redundant paperwork and allow
multiple offices with different responsi-
bilities to review the same application

FIGURE 2.13  Obtaining the building permit is fastest in Bregenz
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not consider official until published in the Doing Business 2021 report.

simultaneously. The authorities in Vienna,
which is over 6.5 times the size of Graz,
Austria’s second-largest city, issue build-
ing permits faster than most other cities
despite a higher workload. In the capital,
the digital platform for building permit
applications has entered the full beta-
testing phase and was made available to
the public in February 2021

How builders notify the building authori-
ties is another factor accounting for
variations among Austrian cities. All cit-
ies make the necessary notification forms
available online for download, but Vienna
goes further. To notify the authority about
the commencement of construction,
applicants do not need to print the form,
fill it out, and then send it to the build-
ing authority either electronically or by
traditional mail. They can enter informa-
tion directly into the form on the “Mein.
Wien" portal—the documents are filled
out and immediately submitted online.
Bregenz is the only city that allows users
to notify the completion of construction
online. Salzburg is the only city that pro-
cesses the energy pass through an online
database (ZEUS), a free online database
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operated by the state government.>?
Obtaining the energy pass takes 10 days
in the other benchmarked cities.

Lastly, another source of variation is the
time to obtain water and sewage connec-
tions, which ranges from 21 days in Linz
to 95 days in Klagenfurt. Klagenfurt and
Salzburg require applications with sepa-
rate entities for both types of connections
as opposed to one utility company in all
other cities. A utility company's efficiency
and internal processes also play a role
in accounting for the variations among
cities.

Building authority fees and utility
connection drive cost variations
across cities

The average cost of dealing with con-
struction permits across Austrian cities
is 0.9% of the warehouse value ranging
from 0.7% in Innsbruck and Linz to
11% in Klagenfurt and Vienna. Building
authority fees and utility connection fees
comprise nearly two-thirds of the total
cost on average and are the main driv-
ers of this variation (figure 2.14). Each
city council determines the fees for the
municipal building permit and industrial
operations permit independently. These
fees can range from EUR 622 in Vienna

to EUR 3,000 in Bregenz. In Bregenz, the
municipality uses a formula to calculate
building permit fees as a percentage of
the construction’s estimated total cost.
In all other cities, building permit fees
are calculated as a mix of administrative
fees (based on the type and complexity
of the application) and fees for expert
opinions commissioned by the building
authority, when necessary. Differences
in utility connection fees result from local
connection and network contribution
fees set by municipal authorities or local
public utility companies. Connecting to
water and sewage can cost from almost
EUR 8,500 in Vienna to to around
EUR 19,500 in Klagenfurt.

Private sector fees account for 39%
on average of the total cost of dealing
with construction permits in Austria.
The cost of contracting a private firm to
obtain geotechnical and topographical
surveys of the land plot averages roughly
EUR 4,500 nationwide. In Vienna, local
regulation requires builders to pay for a
structural engineer's opinion (from an
external engineer) and the appointment
of an independent supervisory engineer
during construction, resulting in addi-
tional expenses of EUR 9,800 to contract
external practitioners.> Lastly, while in all

other cities obtaining an energy pass from
an independent expert costs EUR 700, it
is free of charge in Salzburg. There, the
planning architect calculates the energy
efficiency coefficients outlining the build-
ing's expected energy performance and
submits this information through the
ZEUS platform. The local building author-
ity then accesses the database and veri-
fies the energy pass as part of the building
permit application process.

On the Doing Business building qual-
ity control index, all seven Austrian cities
benchmarked score 13 out of 15 points
and benefit from strong quality control
mechanisms (table 2.6). Despite its
strength in most quality control aspects,
Austria does not get full points for quality
control before and during construction.
Before construction, public servants
review building plans at the municipality,
but there is no formal requirement that
they are licensed architects or engineers.
During construction, the regulation
mandates that a licensed supervisor
must oversee the construction works
throughout the process. However, neither
the construction supervisor nor the public
building authorities are required to carry
out risk-based inspections.

FIGURE 2.14  Building authority fees and utility connection fees comprise nearly two-thirds of the cost of dealing with construction permits
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Note: Data for Vienna are not consider official until published in the Doing Business 2021 report.
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TABLE 2.6 Austrian cities have robust quality control mechanisms

DOING BUSINESS IN AUSTRIA

All seven Austrian cities
(score)
BUILDING QUALITY CONTROL INDEX (0-15) 13
Quality of building regulations Are building regulations easily accessible? 1
(0~ Are the requirements for obtaining a building permit clearly specified? 1
Quality control before construction | Which entity(ies) is/are required by law to verify the compliance of the building plans with 0
(0-1) existing building regulations?
Quality control during construction Are inspections mandated by law during the construction process? 1
(0-3) Are inspections during construction implemented in practice? 1
Quality control after construction Is a final inspection mandated by law? 2
(0-3) Is a final inspection implemented in practice? 1
Is any party involved in the construction process held legally liable for latent defects once the 1
building is in use?
Liability and insurance regimes
(0-2) Is any party involved in the construction process legally required to obtain a latent defect
liability—or decennial (10-year) liability—insurance policy to cover possible structural flaws or 1
problems in the building once it is in use?
Are there qualification requirements for the professional responsible for verifying that the )
Professional certifications architectural plans or drawings are in compliance with the building regulations?
(0-4) Are there qualification requirements for the professional who conducts the technical )
inspections during construction?

Maximum points obtained

Source: Subnational Doing Business and Doing Business databases.
Note: For details on the scoring of each question, see the data notes. Data for Vienna are not consider official until published in the Doing Business 2021 report.

WHAT CAN BE IMPROVED?

Streamline the preconstruction
process by consolidating
requirements and improving
coordination among offices

Streamlining preconstruction clearances
is a key factor in making the construc-
tion permitting process more efficient.
In Austria, builders must complete two
more steps than the EU average before
starting construction, and six more than
the European Union's best performing
economies, like Denmark or Germany.

Austria could make substantial improve-
ments by consolidating procedures
related to building plan approval. Before
applying for a building permit, most build-
ers in Austria undertake two steps with
the municipality: a preliminary meeting
and getting an industrial operating permit
to verify commercial code compliance.
During the data collection process for
this report, it emerged that most private
sector practitioners opt to go through

this multistep system because it gives
them an early confirmation that there is
nothing wrong with their plans and they
are in compliance with all local rules and
requirements.

Austrian cities could look at the example
of Porto (Portugal), which has developed
a detailed online manual for its con-
struction permitting process, including
process maps that cover various possible
scenarios.”* A first step that Austria could
take is developing specific checklists and
guidance documents, clearly laying out
all the plan requirements to comply with
the commercial code, and providing a
complete building permit application.
Moreover, the authorities could combine
a simplified industrial operations permit
application with the building permit
application review process, merging the
two longest procedures (that currently
take 81 days on average).

A review of required procedures could
also result in greater procedural effi-
ciency. Only Bregenz and Graz do not

require the builder to submit proof of
land ownership; the municipal authorities
provide this service there. Other cities
should follow suit. Doing so would require
minimal changes—municipal authorities
already have access to the Land Registry
database—and increase the efficiency
of the preconstruction process. In mak-
ing this transition, Austrian cities could
also emulate the construction permit
processes in Denmark or Sweden, where
there is no requirement to submit proof of
land ownership.

Continue implementing digital
building permit platforms

Leveraging technology is associated with
a more efficient construction permitting
process; it significantly reduces the time
to deal with construction permits.®®> The
average time an entrepreneur spends
dealing with construction permits in
Austria (215 days) is faster than only five
other EU economies.*®

For those that have not already, Austrian
cities should consider introducing

Back to Contents

29



30

DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

e-application platforms for the sub-
mission of applications and building
plans online and connecting various
agencies such as the utility companies
and sewer authorities. Such platforms
provide benefits like faster application
submission, easier transfer of documents
between different construction authority
offices or with experts involved in the
evaluation process, and easier tracking
of documentation. The ability to track
which offices have already reviewed the
file, identifying any missing documents,
and allowing revisions to be made
would give applicants more control over
the process. Implementing building
information modeling (BIM) software
in the new platforms would also enable
the incorporation of building regulation
parameters in the design phase, allowing
for easier and faster design evaluation
and further streamlining the information
flow between the authorities and private
construction professionals.

Across Europe, there is a broader move-
ment toward e-application systems
following the European Commission’s
designation of construction permits as
one of the 20 primary e-government
services.”” Austrian cities can find
successful examples of implementing
these changes in the Netherlands' one-
stop-shop counter system,”® Hungary's
building regulatory support documenta-
tion system (ETDR),*® or in German
cities like Hamburg.®© Austrian cities like
Klagenfurt and Linz could also learn from
their better-performing peers (Bregenz
and Vienna) about their experience
of creating IT systems under a similar
regulatory environment (see box 2.4 for
further details on these systems).

Austrian cities could also learn from their
experiences in implementing geographi-
cal information systems (GIS) within their
broader digitalization strategies. Austria
is already a leader in implementing
the INSPIRE directive,® which provides
construction-relevant information such
as zoning, topographic, and geological
maps to the public.®?

Shorten statutory time limits

and expand the use of simplified
application procedures

Austria has a federal statutory time
limit of six months for public authorities
industrial operating permits
and building permits.®® However, if
the authorities reject an application or
request further information, the pro-
cess becomes even longer. In Bregenz,
Innsbruck, and Salzburg, state law sets a
time limit of three months.

to issue

For a project like the Doing Business
case study in Austria, all benchmarked
cities except Salzburg deliver the build-
ing permits within the official time
limits. Bregenz and Innsbruck
these permits in less than half the official
time limits. Shortening the statutory
time limits—following the examples of
states including Vorarlberg, Salzburg,
and Tyrol—could push cities to deliver
building permits faster, even when there
are delays in the application. Given that
cities including Bregenz and Vienna are
already moving toward a more efficient
digital system to process building permit
applications, shortening the time limits
would not place an undue burden on local
authorities. It could improve efficiency
without compromising safety and control
mechanisms.

issue

Austrian cities could realize further effi-
ciency gains by implementing simplified,
fast-track building permit processes like
Vienna's Article 70a model for common,
This process
allows a developer to begin construc-
tion one month after submitting the
application if the building authority has
not indicated that the standard permit
processing procedures apply—an
example of a “silence-is-consent” rule, a
common tool used to streamline permit-
ting in France and ltaly, among other
economies.®®

low-risk construction.®

Consider harmonizing construction
permitting legislation

Building codes provide a set of uniform
regulations and standards for acceptable

health and safety conditions in the
construction industry. In the absence of
standard references, building profession-
als, developers, and investors experience
regulatory uncertainty, complicating the
permitting process.

The lack of national building regulation
harmonizing construction permit require-
ments in Austria makes operating across
cities difficult for developers and building
professionals. Although the Austrian
Institute of Construction Engineering
(OIB) has issued standard guidelines
to harmonize technical requirements in
construction, it does not provide con-
struction permitting guidelines.®®

Austria could look to Canada and New
Zealand, where clear building codes
and regulations are at the core of
well-designed construction permitting
systems. Some economies centralize
the relevant documents for getting a
construction permit on a single web-
site, providing users with targeted and
comprehensive information. In Finland,
for example, the “Lupapiste” platform,
which is used for 95% of the nation's
100,000 annual building permit applica-
tions, provides detailed information on
requirements and the process surround-
ing permit applications.®” The Hungarian
"e-epites” online platform has a similar
function, allowing developers to review
requirements and legislation governing
different aspects of construction permit-
ting.®® Authorities in the United Kingdom
offer an online portal where users can
access all relevant legislation and infor-
mation on good practices in addition to
guidelines for obtaining building project
approval.
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Getting Electricity

The Ordinance on the Quality of
Electricity Systems regulates the process
of obtaining an electricity connection
in Austria, and E-Control, an indepen-
dent regulatory body, monitors utility
performance.®® Although the process is
nationally regulated, local variations exist
in the procedures, duration, and cost of
obtaining a new electricity connection.
Overall, obtaining a connection is easiest
in Linz and Innsbruck and most difficult in
Graz and Bregenz (table 2.7).

Obtaining electricity is more
efficient in Austria than in most
EU countries

The process of obtaining a new electric-
ity connection across the seven Austrian
cities benchmarked takes nearly six
weeks on average, placing it among the
fastest countries in the European Union.”®

TABLE 2.7  Getting electricity is easiest in Innsbruck and Linz and most difficult in

Bregenz and Graz

Cost Reliability of supply and
Score | Procedures | Time | (% of income | transparency of tariffs index
City Rank | (0-100) | (number) (day) per capita) (0-8)
Linz 1 91.68 4 25 88.3 7
Innsbruck 2 90.38 4 37 85.2 7
Klagenfurt 3 89.34 4 46 104.2 7
Salzburg 4 88.83 4 50 131.2 7
Vienna 5 88.43 4 55 83.0 7
Graz 6 86.62 5 34 60.5 7
Bregenz 7 86.38 5 36 67.8 7

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average scores for the procedures, time, and cost associated with getting electricity
and the reliability of supply and transparency of tariffs index. The score is normalized to range from 0 to 100 (the
higher the score, the better). For more details, see the chapter "About Doing Business and Doing Business in the
European Union 2021: Austria, Belgium and the Netherlands." Data for Vienna are not considered official until
published in the Doing Business 2021 report.

The cost of getting electricity averages
88.6% of income per capita, nearly 40%
less than the EU average. Entrepreneurs

complete 4.3 procedural steps on average
to obtain a connection, on par with the EU
average of 4.5 (figure 2.15).

FIGURE 2.15  Austrian cities are competitive in procedural steps, time, and cost to obtain electricity
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.
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FIGURE 2.16  Austrian cities lag their EU
peers for the reliability of electricity supply
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Source: Subnational Doing Business and Doing Business
databases.

Note: EU average uses economy-level data for the 27
member states of the European Union. Data for individual
economies are for their capital city as measured by

Doing Business. Data for Vienna, EU averages, and EU
comparators countries are not considered official until
published in the Doing Business 2021 report.

* Belgium, Cyprus, Czech Republic, Estonia, Finland,
France, Germany, Ireland, Latvia, Lithuania, the
Netherlands, Poland, Slovak Republic, Slovenia, Spain,
Sweden.

Despite the overall efficiency of the pro-
cess, the reliability of Austria’s electricity
supply has room for improvement. On
the Doing Business reliability of supply
and transparency of tariffs index, 16 EU
member states score the maximum of 8
points, whereas Austrian cities score 7
points (figure 2.16).”

The steps, time, and cost

to obtain electricity vary
substantially across locations
Several distribution utilities operate in
each of the Austrian cities benchmarked
and are responsible for expanding and
maintaining the electrical grid (map
21).72 Distribution system operators
(DSOs)—also referred to as “electricity
distributors” and “distribution utilities”

in this chapter—are key players in the
connection process. The time and cost to
get an electricity connection depend on
the availability of both low- and medium-
voltage infrastructure. Doing Business
uses the hypothetical case of a local
firm that needs a 140 kilovolt-ampere
(kVA) electricity connection for a newly
built warehouse located in a commercial
area outside a city's historical center. At
a power demand of 140 kVA, clients in
Austria are legally eligible to be connect-
ed to medium-voltage (at grid level 6) or
low-voltage (at grid level 7) underground
connections. In the first case, the connec-
tion would require an existing or newly
installed transformer station to convert
medium voltage to low voltage. The con-
nection decision depends on the avail-
ability of infrastructure for a low-voltage
connection, the client's preference, and
the DSO's grid development priorities.
In most Austrian cities, new warehouses
are connected to the medium-voltage
underground network (grid level 6). In
Innsbruck and Linz, a new warehouse
would most likely be connected to the
low-voltage (grid level 7) underground
network.

In Bregenz and Graz, the process to con-
nect a warehouse to the electrical grid
requires five steps; it requires four steps
in the other benchmarked cities (figure
2.17). Customers initiate the process by

submitting an application form, a ware-
house site plan, details on the capacity
requested, and the desired date for the
connection to be completed to the
distribution utility. The utility provides a
cost estimate, a contact person, and the
expected time to establish the connection
based on this information. Upon accept-
ing the utility’s offer, the client signs the
grid connection contract. Customers pay
the connection fees to the distribution
utility in installments in all cities except
Bregenz, Linz, and Salzburg, where the
payment is made upon completion of the
external connection.

Once the warehouse internal wiring is
completed, the customer notifies the util-
ity that the internal wiring complies with
established safety standards. An excava-
tion permit must also be obtained from
the local municipality before the start of
connection works.” In most cities, a DSO
contractor obtains this permit and carries
out the external connection works. The
exceptions are Bregenz and Graz, where
the customer hires a contractor to secure
the excavation permit and carry out the
excavation works. This adds a procedural
step for the client in these two cities.”*
In Vienna, in addition to the excavation
permit, the utility must obtain a heavy
current permit required for installing a
new transformer on the client's prem-
ises; in the other cities, transformers

MAP 2.1

Austria’s electricity distribution utilities operate in designated geographic zones

Linz .
Vienna

Linz Netz GmbH
Wiener Netze GmbH

Salzburg

Bregenz

Vorarlberger

Energienetze GmbH JRSIUEVIIES
Innsbrucker
Kommunalbetriebe AG

Salzburg Netz GmbH

Graz

Stromnetz Graz

GmbH & Co KG
Klagenfurt

Energie Klagenfurt GmbH

Source: Subnational Doing Business and Doing Business databases.
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FIGURE 2.17  Getting electricity requires
five steps in Bregenz and Graz, and four in
the other cities

Submit application and await  Distribution utility

estimate

Submit completion notification
for internal wiring

Distribution utility
Obtain excavation permit

Local municipality

Private electrical contractor/
Distribution utility

Obtain external works and
meter installation

Sign supply contract® Energy supplier

@ Procedure present in all cities

O Procedure present in Bregenz and Graz

Source: Subnational Doing Business and Doing Business
databases.

Note: Data for Vienna is not considered official until
published in the Doing Business 2021 report.

* Procedure occurs simultaneously with the previous one

are available in the public domain.”> At
any time in the process, the customer
can choose an energy supplier from the
market. The regulator, E-Control, offers
an online tariff calculator with sample
bills to help customers choose from
among the available suppliers.” Once the
connection works are complete and the
meter installed, the connection is electri-
fied without any further action required
by the customer.

The main determinants of

time variations are the time

for application processing and
external connection works

In Linz, obtaining a connection takes less
than a month. In Vienna, the Austrian city
with the slowest time for getting electric-
ity, the process takes nearly two months.
Vienna's DSO receives significantly more
connection requests than any other util-
ity: in 2019, connections performed in
Vienna were more than seven times those
in Salzburg, the city with the second-
most new connections.”” Furthermore,
in Vienna, the utility must obtain a
heavy current permit before installing
a new transformer (on private land due
to limited space in the public domain),
resulting in further delays. The other cit-
ies do not require a heavy current permit

because transformers are available in the
public domain.

Subnational variations in the time to
obtain a new electricity connection stem
from two main factors: the time to pro-
cess the application request and the time
to complete the connection works, which
can vary depending on the time to obtain
the excavation permit and complete the
external connection works.

Under national regulations, distribu-
tion utilities have 14 days to process
an application request for low-voltage
connections and a month for medium-
voltage connections.”® In practice, DSOs
process applications in a shorter time. In
Innsbruck, the utility provides a quote for
low-voltage connections in seven days of
receiving a request; in Linz, the quote is
ready in 11 days. In Graz, processing an
application for medium-voltage connec-
tions takes 10 days, faster than the other
benchmarked cities with that grid level.
Like in Linz, the distribution utilities in
Graz are at the forefront of the digitaliza-
tion of the application process—custom-
ers can only apply for a new connection
through the DSO's online platform.

DOING BUSINESS IN AUSTRIA

National regulation establishes a six-
month deadline for the municipality to
issue the excavation permit.”® In practice,
Austrian municipalities are more efficient
than the prescribed time. For a scenario
like the Doing Business case study, the
municipality issues the excavation permit
in two weeks on average. The widespread
use of advanced geospatial informa-
tion systems and up-to-date zoning
maps support this level of efficiency.®°
Obtaining the excavation permit takes
anywhere from eight days (Linz) to
three weeks (Innsbruck) (figure 2.18). A
general framework agreement between
the municipality and the utility in Linz
simplifies the excavation permit approval
process.® There is also substantial varia-
tion in the time for the DSO to complete
the material connection works: custom-
ers in Linz wait just five days, while those
in Salzburg wait three weeks.

Connection fees consist of two com-
ponents: (i) grid connection charges
(including all costs associated with
materials and labor) set by the contrac-
tor in charge of the connection and
(i) system charges (calculated based
on the subscribed capacity) set by the

FIGURE 2.18  Getting the excavation permit takes anywhere from eight to 21 days

I
v

Linz 11

Graz 10 16

Bregenz 14 14

Austrian

average £ 15
Klagenfurt Al 14

Salzburg 14 14

Vienna 14 20

o
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W Processing application and issuing quote I Excavation and other permits*

Time as percentage of total duration

20

30 40 50 60

Time (days)

Connection works

Source: Subnational Doing Business and Doing Business databases.

Note: See the data notes for the full list of procedural steps. Procedures such as “submit completion notification for internal
wiring” and “signing a supply contract” take the same time across cities (one day and two days, respectively) and are not
represented in the graph. Data for Vienna are not considered official until published in the Doing Business 2021 report.

* “Other permits” refers to the heavy current permit to install a transformer (required in Vienna only).
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regulator.® Variations in cost are mainly
the result of different charges for low-
and medium-voltage grid connections.
In Salzburg, the grid connection charge is
almost five times higher than that in Graz
and Linz, the Austrian cities with the low-
est grid connection charges (figure 2.19).
Overall, the total cost of getting electric-
ity is lowest in Graz (EUR 27138)—
EUR 12,613 lower than the Austrian aver-
age. In Salzburg, where getting electric-
ity is most expensive (EUR 58,877), the
total cost is one and half times more than
the average of the other cities.

Bregenz and Klagenfurt have the
most reliable electricity supply

The Doing Business reliability of supply
and transparency of tariffs index scores
cities on a scale of O to 8 points. All
benchmarked cities have an automated
system to monitor power outages and
restore services. The independent regula-
tor, E-Control, monitors utility perfor-
mance on service disruptions. Utilities
efficiently tariffs  and
tariff changes to customers, and these
are available online. However, Austrian
regulation does not establish financial
deterrents to limit outages, and custom-
ers are not compensated in the event of
outages, unlike utilities in nearly all other

communicate

EU member states face financial deter-
rents (figure 2.20).

Variations exist in the frequency and
duration of electricity outages across the
Austrian cities benchmarked. Overall,
Austrian cities enjoy a reliable electric-
ity network. According to 2019 data,
the electricity network is most reliable
in Bregenz and Klagenfurt, where cus-
tomers experienced an average of 0.18
service interruptions lasting a total of 5
minutes and 40 seconds. Outages were
most frequent in Salzburg, where in 2019
customers experienced, on average, one
service interruption, lasting 49 minutes.
However, the electricity supply is more
reliable in all Austrian cities benchmarked
than the EU average (figure 2.21).

WHAT CAN BE IMPROVED?

Improve online platforms to allow
electronic requesting and tracking of
applications

The introduction of IT systems has
already simplified the process of getting
electricity in most Austrian cities. The
distribution utilities in Graz and Linz
introduced a fully digitalized application
process, eliminating request submissions

FIGURE 2.19  Getting electricity costs twice as much in Salzburg as in Graz

Cost (EUR)
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W Connection fees for medium voltage
Connection fees for low voltage

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.

by mail and in person. Distribution
utilities in Salzburg and Vienna also use
online platforms but still permit email,
postal mail, and in-person applications. In
Bregenz, Innsbruck, and Klagenfurt, cus-
tomers download a PDF application form
and email it to the distribution utility.

Technological solutions are among the
most effective for reducing delays, but
only when accompanied by an aware-
ness campaign for users and a dedicated
troubleshooting mechanism to address
issues or technical glitches in real-time.
These solutions can also help to collect
data to diagnose the cause of delays.
Austria could consider allowing new
connection requests to be submitted
fully electronically and eliminating mail,
email, and in-person submissions like in
Linz and Graz.

Introducing a tracking system for applica-
tions is equally important. The Austrian
authorities and utilities could set up a
platform similar to that of the French dis-
tribution utility, Enedis, to streamline the
process of getting electricity. Since Enedis
adopted both externally and internally
facing platforms, the time to obtain a con-
nection has fallen by nearly three weeks.
Externally, customers use the online portal
to submit connection requests along with
all supporting documentation. Internally,
Enedis implemented a unified data
management solution, Teradata's Unified
Data Architecture (UDA), allowing both
the customer service department and the
new connection department to receive
and process new connection requests.
The UDA facilitates the internal tracking
of applications, speeding the electrical
engineer's analysis and allowing them
to respond to clients faster. It also allows
the connection department to assign the
external works to engineers in a more
efficient manner.

Good practices can also be found outside
the European Union. In the United Arab
Emirates, the Dubai Electricity and Water
Authority
one-step application process that allows

introduced a one-window,
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FIGURE 2.20  Twenty-three EU member states establish financial deterrents to limit outages

B Apply financial deterrents

Do not apply financial deterrents

Source: Subnational Doing Business and Doing Business databases.
Note: Data for EU countries are not considered official until published in the Doing Business 2021 report.

FIGURE 2.21
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In all Austrian cities the supply of electricity is more reliable than the EU
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna and EU average are not considered official until published in the Doing Business 2021 report.
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customers to submit and track their appli-
cations online and schedule site surveys.
New features have been added over the
years, including an e-payment portal and
an option to schedule the internal wiring
inspection. These changes improved pro-
cessing times significantly; today, it takes
just seven days to obtain an electricity
connection in the United Arab Emirates.

Establish financial deterrents to
limit outages

Twenty-three EU member states impose
financial penalties on distribution utilities
if they fail to provide their customers with
a reliable electricity supply. Although
Austrian customers enjoy a reliable
supply, the country could benefit from
establishing a legal framework governing
compensation for customers and fines
for DSOs when outages exceed an estab-
lished cap. Financial penalties are equally
important and a useful tool to incentivize
distribution utilities to maintain supply
reliability throughout the year and across
their entire zone of operation. However,
financial sanctions alone are insufficient.
Minimizing the number and duration of
power outages is critical to the national
economy. Understanding why some
cities have a higher outage duration and
frequency is valuable information that
can be used to improve the reliability of
electricity supply. The distribution utility
is the final link in the supply chain for
electricity; many actors play key roles in
generation, transmission, and distribu-
tion. Moreover, multiple interdependent
factors affect supply reliability, including
investment in generation, tariff levels
and bill collection rates, the utilities'
operational efficiency, and the economy’s
overarching regulatory framework %

Introduce varying legal time limits
based on connection complexity
Municipal authorities in Austria require
an excavation permit to begin external
connection works. Obtaining this permit
constitutes roughly 40% of the total time
to get electricity across the benchmarked
cities. Lawmakers could reduce this time
by defining requirements and legal time
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limits based on project complexity. In
Linz, the municipality and utility have a
general framework agreement, which
contains an overview of all works allowed
on public land (for example, laying
cables) and establishes a time-efficient
system. Under a framework agreement,
the utility still needs to submit the
excavation permit request; however, all
general terms and conditions of specific
permits are clarified in the agreement.
Therefore, the permit is issued faster.
Modern regulations establish different
levels of scrutiny—and therefore different
timeframes—for different levels of com-
plexity. This approach allows fast-track
for simple connections, freeing public
authorities to focus on riskier projects.
Effective risk-based approaches include
a comprehensive classification of risks.
In the Netherlands, the municipality
of Utrecht established a two-day time
limit for excavation permit decisions.®
Municipal authorities in Enschede went a
step further, establishing two categories
of works in the public domain.®> Works
of less than 25 meters do not require a
municipal excavation permit.

There is no legal time limit in Austria for
distribution utilities to complete external
connection works. Most EU member
states establish such a deadline at the
national level, and the regulator fines
utilities if they fail to complete the con-
nection within the established limit. The
lack of legally prescribed deadlines and
automatic penalties for failure to comply
means few incentives for the utilities to
provide timely service.

Assess the possibility of lowering
the cost of getting an electricity
connection

The cost of getting an electricity con-
nection in Austria is below the EU aver-
age. However, in 14 EU cities, the cost
is cheaper than in the Austrian cities
benchmarked. Some EU countries subsi-
dize a portion of the connection process.
In France, for example, the connection
costs 5.8% per income per capita, the
lowest in the European Union. The cost in

France is significantly lower because the
federal government requires municipali-
ties to finance a portion of the connection
costs.%¢

Allow electrical suppliers to submit
new connection applications

One way to reduce the number of proce-
dures to obtain an electricity connection
is by allowing customers to apply for a
connection through an electrical supplier
instead of directly through the distribu-
tion utility. Doing so would combine two
procedures—the new connection appli-
cation and the supply contract signing. In
Italy, customers can apply through their
chosen supplier. The supplier serves as
an interface between the client and the
utility throughout the process, eliminat-
ing customer involvement. Austrian
utilities and suppliers already share an
internal  platform, Wechselplattform,
to communicate about connection and
supply requests.®” This platform could
be expanded to allow suppliers to notify
utilities of a new connection request
without customers having to contact the
utility. Alternatively, the current platform
for suppliers and utilities could be inte-
grated once an advanced IT platform is
in place.
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Registering Property

Austria’s Civil Code, dating back to 1812,
regulates property rights at the fed-
eral level. The land register (Grundbuch),
established in 1871, operates under the
provisions of the General Land Register
Act of 1955. The country's 115 district
courts manage the land register.®® Austria
is one of only five EU member states
with a court-managed land register (the
others are Croatia, Denmark, Poland, and
Slovenia) (figure 2.22).

Austria’'s land register system follows
an “intabulation principle”, whereby title
registration with the land register estab-
lishes its legal acquisition. The country's
first digital database became operational
with the Land Register Conversion Act of
1980 (box 2.5). Austria's Federal Office
of Metrology and Surveying (Bundesamt
fur Eich- und Vermessungswesen, BEV)
is responsible for cadastral records and
services.®

Property transfers take twice as
long in Salzburg as in Linz

Among Austrian cities, registering prop-
erty is easiest in Linz and Vienna®® and
most difficult in Klagenfurt and Salzburg
(table 2.8). The time to register a property
transfer ranges from 15.5 days in Linz to
30.5 days in Salzburg. Time variations are
mainly due to regional procedures (for
example, obtaining a property use certifi-
cate), which takes between seven and 14
days, where required. The time to register
property also varies depending on the
final processing time at the district court,
which can range from nine days in Bregenz
to 15 days in Graz and Salzburg. The time
needed for this final step depends on
various factors, including the number of
transfers requiring processing and each
district court's internal working arrange-
ments (some take longer than others).

The cost variation across Austrian
cities is small. The cost for the three

FIGURE 2.22  Five EU member states have court-based land registers

B Administrative Land Registries Court Land Registries

Source: Subnational Doing Business and Doing Business databases.
Note: Data for EU countries are not considered official until published in the Doing Business 2021 report.

TABLE 2.8 Registering property is easiest in Linz and most difficult in Salzburg

Cost Quality of land
Score Procedures Time | (% of property | administration index
City Rank | (0-100) (number) (day) value) (0-30)
Linz 1 80.54 3 15.5 4.6 23
Vienna 2 80.30 3 17.5 4.6 23
Graz 3 80.18 3 18.5 4.6 23
Innsbruck 4 77.98 4 19.5 4.6 23
Bregenz 5 71.74 4 21.5 4.6 23
Klagenfurt 6 77.38 4 24.5 4.6 23
Salzburg 7 76.66 4 30.5 4.6 23

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average ease of doing business score for the procedures, time, and cost associated with
registering property, and the quality of land administration index. The ease of registering property score is normalized

to range from 0 to 100 (the higher the score, the better). For more details, see the chapter “About Doing Business and
Doing Business in the European Union 2021: Austria, Belgium and the Netherlands." Data for Vienna are not considered
official until published in the Doing Business 2021 report.
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federal procedures is the same
(EUR103,506). It includes the real estate
transfer tax of 3.5% of the property value
(EUR 78,524), registration tax of 11%
of the property value (EUR 24,679),
EUR 202.35 for signature authentication,
EUR 14.30 for signature authentica-
tion stamp duty (Staatliche Gebuhr fir
Beglaubigungsklausel), EUR 58.40 for the
land register extract (Grundbuchauszug),
and  registration  application  fee,
EUR 28.80 for the extracts on the seller
and buyer companies from the commer-
cial register (to prove the representatives’
signing authorization). Municipal and
regional land commission fees for the
additional local procedures are EUR 100
in Klagenfurt, EUR 56 in Salzburg, and
EUR 50 in Bregenz and Innsbruck.

Notary fees for signature authentication
are set by law in Austria. In practice,
notaries typically provide more extensive
assistance to the parties and charge

a lump sum between EUR 500 and
EUR 1,000, including the fees they pay
on behalf of the parties. There are no
differences based on the city of opera-
tion; instead, various overlapping factors
determine the negotiated fee, including
the extent of notary involvement, size
of the office, seniority of the notary, and
market segment.

Registering property in Austria
is faster than the EU average

The process of registering property is
relatively efficient in Austria. A prop-
erty transfer between domestic private
companies requires, on average, 3.6
procedures over three weeks at a cost
of about EUR 104,000 (4.6% of the
property value). Entrepreneurs register-
ing property in Austria complete fewer
procedures in less time than the EU aver-
age (figure 2.23); the cost is on par with
the EU average. With 23 points out of 30,
Austria scores slightly higher than the EU

average (22.9 points) for the quality of
land administration (figure 2.24).

Registering property in Austria
is mostly regulated at the federal
level, but regional laws also
apply

The property transfer process starts
with the buyer obtaining a land register
extract from the competent district
court. This extract lists all legal require-
ments, rights, and restrictions, including
the seller's ownership title, mortgages,
liens, preemption rights, rights of way,
canals, lines, and brooks. Only notaries
and lawyers can directly access the land
register online; the transaction parties
would need to go in person to the dis-
trict court during regular business hours
to obtain the extract. For this reason, in
practice, most buyers have their legal
representative complete this process on
their behalf.”"

FIGURE 2.23  Registering property is easier in Austria than in the EU
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.

* Norway and Georgia also have one procedure.

** Belarus, Georgia, Kazakhstan, Kiribati, and Saudi Arabia also record a cost of 0.0% of the property value.
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FIGURE 2.24  Austrian cities score on
par with their EU peers on the quality of
land administration
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Source: Subnational Doing Business and Doing Business
databases.

Note: EU average uses economy-level data for the 27
member states of the European Union. Data for individual
economies are for their capital city as measured by

Doing Business. Data for Vienna, EU averages, and EU
comparators countries are not considered official until
published in the Doing Business 2021 report.

* Rwanda and Taiwan (China) also score 28.5

Next, the parties, their lawyers, or a notary
drafts the sales agreement. A notary then
verifies the representatives’ signatory
powers and authenticates the signatures
on the sales agreement. The parties pay

the real estate acquisition or transfer tax
(Grunderwerbssteuer), charged at 3.5%
of the property value, and a registration
fee (Eintragungsgebiihr) equal to 1.1%
of the property value. The registration
request must include proof of payment
of these fees, either in the form of a
clearance certificate from the Ministry
of Finance—obtained from the court
(Unbedenklichkeitsbescheinigung)—or a
self-assessment declaration by a lawyer
or notary (Selbstberechnungserklarung).
The latter takes significantly less time
and therefore is the most common proce-
dure. The buyer deposits payment into a
fiduciary account; the notary then sends
the payment to the fiscal authorities from
that account. Upon receiving the buyer’s
payment, the notary can complete the
tax self-assessment online.

In the last step of the process, the notary
files the property registration application
at the competent district court using
the Elektronischer Rechtsverkehr (ERV)
electronic system, a specialized platform
through which lawyers and notaries
interface with the courts (box 2.5). The
registrar reviews the documents, updates
the records, and effectively transfers the
property to the buyer and constitutes the
property rights.

The procedures mentioned above are
mandated at the federal level and are
identical across all measured cities, with
small variations in the time needed to
complete them. In four cities—Bregenz,
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Innsbruck, Klagenfurt, and Salzburg—an
additional step is required before the
notary can submit the registration request
to the competent district court (figure
2.25).°2 In these cities, the buyer must
obtain a property use certificate from the
land transfer authority (Gundverkehrsbe-
hordliche Genehmigung). This certificate
aims to ensure sufficient and affordable
housing stock for the local population and
control the number of vacation proper-
ties owned by non-locals. Because local
or regional authorities determine these
procedures, they often vary by location.
For example, under the Doing Business
case study, entrepreneurs in Bregenz and
Klagenfurt would need to obtain a “nega-
tive certificate” (Negativbescheinigung)
confirming that no additional approval
is needed to purchase the warehouse. In
Bregenz, the buyer obtains the certificate
from the regional land transfer office
(Grundverkehrslandeskommission);  in
Klagenfurt, the municipality issues this
certificate. In Salzburg, the buyer must
submit a “declaration of use” (Nutzung-
serklarung) to the Mayor's office stating
that the property will not be used as a
secondary residence and then wait for
the declaration to be certified. The buyer
must present this certification when
registering property transfer at the land
register. When applying for registration
at the property register in Innsbruck, the
buyer must present a zoning certificate
from the municipality. These procedures
take from seven days in Innsbruck to 14
days in Salzburg. The related fees range

FIGURE 2.25 Registering property in Austria takes three to four steps, depending on the location

Level Federal

Obtain Land

Steps Registry
extract
Where does
it apply

In all Austrian cities

Federal

Regional

Signatures'
authentication
by a notary
and tax payment

Certificate on
property use

Bregenz, Innsbruck,
Klagenfurt, Salzburg

Federal

Registration

In all Austrian cities

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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BOX 2.5 Austria’s land administration system is based on a reliable infrastructure developed early and upgraded constantly

The first digital database

Projects aiming to automate data processing began at BEV in the 1960s. Between 1973 and 1978, BEV and the Ministry of Justice
jointly developed the digital real estate database (Grundstiicksdatenbank), containing both land register and cadaster data.
Electronic data submissions to the database were made possible in 1987, and internet-based submissions were added in 1998.2

The current digital database

The agencies charged with property registration and mapping have updated and digitized their records through several initiatives.
BEV digitalized cadastral maps of the entire country between 1989 and 2003. In 2006, the Ministry of Justice launched the ERV
electronic communication system. In the 2000s, BEV and the Ministry of Justice converted their common database into two sepa-
rate but interconnected databases. Migration to this new land register system, which allows for the synchronized exchange of data,
was completed in 2012. Currently, when land register or cadaster staff update one database, the new information is reflected auto-
matically in the other, allowing each institution to accommodate non-overlapping business needs and activity areas.

The electronic communication platform

Notaries, lawyers, and financial and insurance agents connect to various government systems to conduct queries, submit requests,
and receive feedback in an integrated manner through software developed by private companies accredited by the Ministry of
Justice. The Ministry of Justice also maintains ERV, the electronic tool for communication between courts, notaries, and lawyers.
These actors use ERV to submit claims, briefs, and applications and the delivery of court transcripts, orders, and decisions. Using
ERV for these interactions is mandatory for legal professionals and optional for citizens.

Austria’s existing digital infrastructure allowed its property registration system to remain operational during the COVID-19 pan-
demic. Experts interviewed for this study indicated that the land register recorded no serious disruptions to service delivery during
lockdown. The Ministry of Justice quickly adapted to the new circumstances, providing laptops to its employees so they could work
remotely. For those internal operations requiring a physical presence, having only one person in office on a rotational basis was suf-
ficient to maintain business continuity.

a. Auer, Helmut, Giinther Auer, and Volker Sturm. “Grundbuch und Kataster - Der Weg zur Grundstticksdatenbank.” In Osterreichisches Kulturgut 200
Jahre Kataster. Vienna: Bundesamt fuir Eich- und Vermessungswesen.

b. Schneider, Martin, and Manfred Buric. “Grundbuch - Vorlaufer in die digitale Aktenwelt der Justiz - Projekt Grundbuch Neu." In Osterreichisches
Kulturgut 200 Jahre Kataster. Vienna: Bundesamt fiir Eich- und Vermessungswesen; Feucht, Rainer, Rupert Kugler, and Franz Schonweiler. “Von der
Messtischmappe zur digitalen Ka Von der Messtischmappe zur digitalen Katastralmappe.” In Osterreichisches Kulturgut 200 Jahre Kataster. Vienna:
Bundesamt fur Eich- und Vermessungswesen.

from EUR 50 in Bregenz and Innsbruck
to EUR 100 in Klagenfurt.

The quality of land administration
is consistent across the country

The quality of land administration index
measures a location’s performance in
five areas: reliability of infrastructure,
transparency of information, geographic
coverage, land dispute resolution, and
equal access to property rights.®® All
Austrian cities score 23 points (out of
30) on the index. The reliability of infra-
structure component measures whether
the land register and mapping system (or
cadaster) have adequate infrastructure to
guarantee high standards and minimize
errors. Austrian cities score 7 points (out
of 8) for the reliability of infrastructure.
The majority of titles are only scanned,

whereas all maps are kept in a fully
digital format by the Federal Office for
Metrology and Surveying; therefore, 1
point is deducted from the score.

The transparency of information com-
ponent measures whether and how
the land administration system makes
land-related information available to
the public. Austrian cities all obtain the
same score—3 points out of a maximum
of 6—on this component. Austria does
not attain the full score owing to its lack
of binding delivery standards for the land
register and cadaster, the absence of
specific and independent mechanisms
to file complaints at the land register and
cadaster, and because the authorities do
not publish public statistics on property
transfers.

The geographic component measures
the extent to which the land register and
cadaster provide complete geographic
coverage of privately-held land. Land reg-
isters and cadastral offices in all Austrian
cities have 100% territorial coverage and
are, therefore, awarded the maximum of
8 points on this component.

The land dispute resolution index
measures the accessibility of conflict
resolution mechanisms and the extent
of liability for entities or agents record-
ing land transactions. The index also
measures how efficiently the courts—as
disputes. All
Austrian cities score 5 points out of 8.

a last resort—handle
At 1-2 years, obtaining a court decision
for a standard property rights dispute is
relatively fast. However, it could be faster.
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In the Netherlands, such decisions are
obtained in less than a year. Additional
opportunities exist for improvement in
this component—for example, estab-
lishing a compensation mechanism to
cover losses caused by mistakes in the
land register information and publishing
statistics on land disputes.

WHAT CAN BE IMPROVED?

Consider exempting commercial
property transfers from the
requirement to obtain a property use
certificate in some cities

Bregenz, Innsbruck, Klagenfurt, and
Salzburg are highly attractive locations
for Austrians and foreigners to buy
vacation homes. However, this reduces
the available property stock for local resi-
dents, boosting prices. Local and regional
authorities have intervened to protect
access to housing for locals. But these
interventions place an additional burden
on local businesses. By exempting com-
mercial properties from obtaining the
property use certificate, these four cities
could follow the example of Linz, where
authorities have successfully protected
the local housing stock while exempting
commercial properties.

Consider introducing a fast-track
alternative for property registration
for an extra fee

Registration, the last step of the process, is
the longest procedure in all Austrian cities,
ranging from nine to 15 days. The district
courts could consider offering formal,
fast-track registration application pro-
cessing for an extra fee. Doing so would
allow businesses the flexibility to choose
between cost and time to complete reg-
istration. In Lithuania, entrepreneurs can
choose to complete the registration via
the standard process (taking 10 business
days) or choose from three other options:
pay 30% more for registration in three
days, 50% more for registration in two
days, or 100% more for registration in one
day. Some cities in Portugal offer a similar
arrangement.

Increase land register transparency
by publishing regular statistics on
land transfers and disputes

Statistics on property transactions (the
number, type, and value) would allow
third parties to determine property
ownership and obtain information on real
estate market status and trends. As
the register is electronic, such a reform
would be simple to implement. Examples
of public statistics on property transfers
can be found in Europe—land registers in
Lithuania, Norway, the Netherlands, and
Romania publish statistics monthly. In
Croatia, Ireland, Slovenia, and the United
Kingdom, land registers publish statistics
on property disputes.

Introduce service delivery standards
at the land register and cadaster,
and ensure that they are public and
binding

Service delivery standards allow the
beneficiaries of public
know what they can expect in terms of
timeframes and accuracy. Publishing
this information—including clear defini-
tions of services, timetables, and the
names of the officers in charge—would
increase land register service quality,
facilitate monitoring and evaluation, and
increase the public's confidence in the
institution. In Europe, countries including
the Netherlands, the Slovak Republic,
and Sweden currently publish service
standards for various public services.
In the Netherlands, the quality charter
is publicly available on the Cadaster,
Land Registry and Mapping Agency's
website %4

services to

Strengthen complaints mechanisms

by setting up separate procedures at
the land register and cadaster

A fully developed complaints system
facilitates the correction of mistakes
and increases the land system'’s reliabil-
ity. A specific mechanism allows better
monitoring of land register and cadaster
activity, potentially revealing patterns of
mistakes and systemic issues that might
be addressed through corrective action.
The United Kingdom has a specialized

DOING BUSINESS IN AUSTRIA

complaints mechanism that provides
detailed information to the public on
how their complaints will be received,
processed, and resolved. Besides having
detailed complaint procedures that can
be addressed to the HM Land Registry,
the United Kingdom also allows people
to file a complaint with the Independent
Complaints Reviewer (ICR).*> The ICR
handles complaints related to the HM
Land Registry only. The ICR is neither a
civil servant nor an employee of the HM
Land Registry. The ICR office funding and
staff come from the HM Land Registry
but are managed independently by the
ICR.

Establish a compensation mechanism
to cover losses incurred owing to
erroneous registry information

In Austria, property rights duly recorded
in the land register confer a guarantee
of ownership to their holders. However,
there are no specific out-of-court com-
pensation mechanisms to cover losses
by parties engaged in good faith in prop-
erty transactions based on erroneous
information provided by the land register.
Without such mechanisms, the matter
is usually settled by the courts, which
can be a costly and lengthy process.
Some countries create funds to indem-
nify parties that have suffered losses,
especially when those mistakes cannot
be corrected without affecting bona fide
title holders. The United Kingdom has a
statutory compensation scheme under
which indemnity claims are made directly
to the Land Registry. Claims can be
submitted for mistakes in the register or
other reasons, such as loss or destruction
of records. Similarly, Ireland’s Property
Registration Authority allows indemnity
claims to be filed with them directly, and
the Land Code of Sweden provides that
the state will compensate the claimant
for losses in case of a mistake committed
by the property registry.
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Enforcing Contracts

The COVID-19 pandemic could mark a
turning point in how commercial justice is
rendered. In the first half of 2020, courts
worldwide suspended regular operations
as social distancing measures prevented
in-person hearings. Such restrictions
highlighted the benefits of more effi-
cient, automated courts. In a handful of
countries like Canada and the Republic
of Korea—where e-court features, video-
conferencing, and court automation were
already in use—the disruption caused by
the global health crisis was minimal.?® But
in most countries, courts had to adjust
how they functioned dramatically and
quickly.”” In March 2020, the Lord Chief
Justice of the United Kingdom predicted
that technology would be used from then
on to conduct court business in a way that
would have been unthinkable just a few
months before.”®

The use of videoconferencing in oral
hearings is not new in Austria. However,
before the pandemic, the technology to
conduct the entire oral hearing via vid-
eoconference was not widely available.®®
Legislation enacted in May 2020'%°
allowed the use of video technology in
civil court hearings, provided that the
parties agree and have access to the
appropriate equipment.

In the aftermath of the pandemic, eco-
nomic growth will be a priority. Strong and
efficient judicial institutions will play an
important role. Efficient courts matter for
economic activity because they increase
firm and investor participation and confi-
dence in the market.”” Courts are essential
on the path to economic recovery.

Commercial litigation in Austria
is efficient but expensive
compared to the EU average'?
Court performance is homogeneous
across Austria, mainly due to court auto-
mation, but variations at the local level still

exist. Contract enforcement is easiest in
Vienna,'** the only city with a commercial
court, but fastest in Bregenz (table 2.9).
Resolving a standardized commercial
dispute like the Doing Business case study
takes 485 days on average across the
Austrian cities benchmarked, nearly six
months less than the EU average of 653
days (figure 2.26)."°4 Contract enforce-
ment in all Austrian courts is faster than
the EU average. Courts in Bregenz (425
days) and Linz (443 days) are faster
than those in 25 EU member states. Only
Luxembourg (321 days) and Lithuania
(370 days) have faster courts.

On the quality of judicial processes index,
Austria’s average score of 11.7 out of 18
possible points is higher than the EU's
11.5-point average. With 13 points, Vienna
is 2 points behind Lithuania, the country
with the highest score in the European
Union, 1 point behind Denmark, and 0.5
points behind Hungary. With 11.5 points,
the other six Austrian cities lag Germany
(12.5 points).

At 24.4% of the claim value, contract
enforcement is expensive in Austria. The
cost is higher in only five EU member
states.'®> Much of the cost is attributable

to attorney fees (14.4% of the claim
value), which are in line with what law-
yers charge in peers like the Netherlands
(13.7%), but higher than the EU average
(M.7%). However, at 6.5% of the claim
value, Austrian court fees stand out. They
are almost 2 percentage points higher
than the EU average (4.7%), placing
Austria among the countries with the
highest court fees in the European Union
(with Romania, Hungary, and Estonia).
Notably, Austria is the only European
jurisdiction where court fees generate a
surplus for the state treasury.'®

Contract disputes follow a
similar process throughout
Austria, but they are decided by
specialized judges in Vienna
Except in  Vienna, regional
(Landesgerichte) have jurisdiction over
the Doing Business case—a breach of
contract dispute between two companies
valued at 200% of income per capita
(EUR 89,741).97 With no dedicated com-
mercial case sections, regional courts do
not distinguish commercial contract claims
from ordinary civil cases in their caseload.

courts

differ-
court

In Vienna, the situation is

ent. A specialized commercial

TABLE 2.9 Enforcing contracts in Austria: where is it easiest?

Score Time Cost Quality of judicial
City Rank (0-100) (day) (% of claim) processes index (0—18)
Vienna 1 72.73 498 20.6 13.0
Bregenz 2 71.00 425 23.1 11.5
Linz 3 69.36 443 26.2 11.5
Innsbruck 4 68.48 488 25.2 11.5
Salzburg 5 68.23 505 24.7 11.5
Klagenfurt 6 68.18 490 25.9 1.5
Graz 7 67.04 548 24.7 11.5

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average enforcing contracts score for time and cost associated with enforcing a
contract and the quality of judicial processes index. The enforcing contracts score is normalized to range from 0 to
100 (the higher the score, the better). For more details, see the chapter “"About Doing Business and Doing Business
in the European Union 2021: Austria, Belgium and the Netherlands." Data for Vienna are not considered official until

published in the Doing Business 2021 report.
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FIGURE 2.26  Resolving a commercial dispute is faster than the EU average in all seven Austrian courts measured
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Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Vienna, EU averages, and EU comparators countries are not considered official until published in the Doing Business 2021 report.

(Handelsgerichte) deals with contractual
claims between firms. Specialized judges
and elected lay judges (Schoffen) with
specific experience in commercial matters
preside over this commercial court—
Austria’s only. The court is highly regarded
for its level of expertise in complex cases;
many companies in Austria designate this
court in their business agreement forum
selection clause.®®

The Code of Civil Procedure (Zivilprozess-
ordnung, or ZPO) governs litigation in
Austria. The plaintiff initiates the litigation
process by filing the lawsuit before the
competent court and paying the flat fee
specified in the Court Fees Law (Geri-
chtsgebiihrengesetz). Alternatively, the
plaintiff can file the claim online through
the Austrian e-Justice platform (Elek-
tronischer Rechtsverkehr, or ERV), an
electronic communication system linking
the courts and law offices. If the claim is
valid, the judge sends it to the defendant
by postal mail. The document is deemed

served on the date that the document is
physically delivered to the recipient.’®®

The defendant has four weeks to respond
to the claim."™ Once the court receives
the statement of defense, a preparatory
meeting for the oral dispute negotiation
is arranged.™ If ordered by the judge, the
parties provide preparatory briefs, which
should reach the court at least seven
days before the hearing."?

The initial hearing's main purpose is to
organize the litigation process. An attempt
to settle the dispute can be made at this
hearing. The judge manages the trial and
decides what type of evidence the parties
should produce and in what order, and
whether to appoint an expert witness and
the scope of their tasks. The judge can
opt to begin hearing testimony at the first
hearing. Given the judge's discretion in
managing the trial, the number of hearings
required to decide the Doing Business case
study varies from two to four.

Local practices impact the dynamics of
judicial procedures. In some cities, like
Bregenz and Vienna, the initial hearing is an
opportunity to gather evidence; in others,
like Klagenfurt and Innsbruck, it is used
to organize case proceedings. The parties
gather complementary evidence during the
first trial hearing. As per the Doing Business
case—a dispute about customized goods
delivered by the seller but refused by the
buyer—the court appoints an expert wit-
ness to assess the quality of the goods.

The second trial hearing is often the last.
At this hearing, the parties discuss the
evidence, including the expert's report,
and submit their concluding arguments.
The judge renders the judgment imme-
diately with an explanation or in writing
within four weeks of the hearing."

In all benchmarked cities, enforcement
is a separate judicial process that takes
place before the local district court
(Bezirksgerichte). The final judgment
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generates an execution title that becomes
fully enforceable after four weeks (upon
approval by the execution court).™ The
court then issues an execution order.

The district court appoints a bailiff
(Gerichtsvollzieher)—a civil servant on
the staff of the regional court— to enforce
the execution order within four weeks of
its receipt."™ Creditors may not contact
the bailiff directly. If the defendant does
not comply with the execution order, the
bailiff can organize the seizure and sale of
the defendant’s tangible property."® The
seized items are sold at a public auction™
after a three-week waiting period."®

Enforcing contracts is fastest in
Bregenz but least expensive in
Vienna

Court automation means performance is
homogeneous across Austria, but varia-
tions exist at the local level. Litigating a
commercial contract dispute is fastest in
Bregenz, where the trial time is almost
four months shorter than in Graz, where
contract enforcement takes the longest.
In Bregenz, the court is adequately
staffed, and judges deal with a smaller
caseload of disputes. Adjournments are
not granted easily. In addition to the pre-
trial hearing, judges in Bregenz typically
do not need more than one hearing to
decide the case. Lawyers interviewed for
this study explain that judges in Bregenz
value efficiency and are more open to
innovations than judges elsewhere.”
Bregenz was one of the first Austrian cit-
ies to participate in the e-justice strategic
initiative Justiz 3.0, adopting electronic
filing systems and automatic case man-
agement features at an early stage.

Litigants across the country have the
option to file the lawsuit either in writing
or electronically. Low-value cases can
also be filed verbally."?® In practice, it takes
between 20 and 30 days for Austrian
lawyers to prepare the complaint, register
the claim with the court, and serve the
defendant (figure 2.27). This filing and
service period, which includes the time
for the courts to assess its competence,

takes half as long in Austria as the EU
average (41days).

The time to complete the trial and judg-
ment phase of the dispute, which drives
the overall performance of courts across
the country, varies mainly depending on
the local courts’ approach to adjourn-
ments and hearing availability in the
court schedule. This phase, covering the
period between the moment the bailiff
serves the defendant until the time to
appeal has elapsed, can be as short as
300 days (Bregenz) and as long as 408
days (Graz). Across Austria, the trial
and judgment phase lasts 360 days on
average, three months less than the EU
average (469 days).

Courts in Austria face structural chal-
lenges that may also influence trial
time, such as staffing gaps and delays
in appointing technical experts. Graz
has just 13 hearing rooms available for
43 sitting judges. Scheduling challenges
increase the backlog of cases, including
contract claims; the COVID-19 pandemic
worsened the situation.

In Vienna, where specialized judges and
lay judges decide commercial cases,
commercial disputes are resolved within
a year despite a much higher volume of
cases than other Austrian courts. In 2019,
the Vienna commercial court disposed
of almost 50% of Austria’s first instance
Only courts in
Bregenz and Linz resolve commercial dis-
putes significantly faster than in Vienna.

contractual claims.”

After submitting the statement of
defense, it takes one month to arrange a
preparatory hearing in Bregenz, but three
times longer in Graz and Innsbruck. In
Innsbruck, although there are 13 judges
allocated to civil matters, they do not
work on commercial matters full-time,
and some split their time between the

first instance and appeals sections.

The first trial hearing typically occurs 4-12
weeks after the preparatory hearing (16
weeks in Graz). InKlagenfurt and Innsbruck,
where the trial and judgment phase
takes eight weeks longer than in Bregenz,
requests for adjournments are granted
more frequently due to staff shortages (for

FIGURE 2.27  Contract enforcement is faster in Austria than the EU average across the

three phases of a commercial dispute
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Source: Subnational Doing Business and Doing Business databases.

Note: The average for the European Union is based on economy-level data for 27 EU member states. Data for Vienna
and EU average are not considered official until published in the Doing Business 2021 report.
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example, rescheduling of hearings and time
extensions for technical opinions).

The judge uses the trial hearing to
gather evidence, including from expert
witnesses. Delivery of an expert opinion
is not straightforward in many courts in
Austria and can take up to four months.
A shortage of qualified experts in Graz,
Innsbruck, Klagenfurt, and Linz com-
plicates their appointment, impacting
the trial timetable. In addition, available
experts receive requests for opinions
from different Austrian courts, increasing
their workload and, in turn, leading them
to request extensions.

Enforcement procedures take 105 days on
average in the Austrian cities benchmarked;
Innsbruck is the fastest (three months),
and Salzburg is the slowest (four months).
Lawyers point to a shortage of storage and
auction rooms as reasons for the variations
across cities. They also highlight the lack of
experts supporting bailiffs in Salzburg in the
appraisal of seized goods.

Contract enforcement is consistently
expensive across Austria. The Attorney
Fees Law (Rechtsanwaltstarifgesetz, or
RATG) regulates attorney fees, which
make up the bulk of the cost of enforcing
contracts (figure 2.28). In practice, lawyers
across the country refer to this scale to
calculate their fees, although they can
apply different rates.””? Judges also apply
the RATG scale when awarding legal fees
to the prevailing party.

The Court Fees Law (Gerichtsgebiihrengesetz)
sets the administrative fees applicable
nationwide.””® The law does not regulate
the expert witness fees (the judge sets
these). Expert fees are slightly higher in
cities where fewer experts are available,
like Salzburg (court costs equal 7.2% of the
claimvalue) and, to a lesser extent, Bregenz
(6.8%). In Vienna, where many experts are
available, such fees do not exceed 6.5%.

The Execution Fees Act (Vollzugsgebiihrengesetz)
regulates enforcement costs nationally.'*
The main charges are the execution fee

DOING BUSINESS IN AUSTRIA

FIGURE 2.28 Attorney fees and court costs in Austria are higher than the EU average
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Note: The average for the European Union is based on economy-level data for 27 EU member states. Data for Vienna
are not considered official until published in the Doing Business 2021 report.

(Vollzugsgebiihr) that the applicant
creditor pays submitting the
application for execution and a flat fee
(Pauschalgebthr) specified in the Court
Fees Law. Costs related to identifying
seizable assets, storing the seized goods,
and organizing the public sale determine
cost variations across cities. Lawyers in
Linz, Klagenfurt, and Innsbruck point to
a shortage of expert witnesses in their
cities as a reason for the higher fees
charged by experts to appraise auction
items. In Linz, fees can reach 5.2% of the
claim value; at 4.2%, they are also high in
Klagenfurt and Innsbruck.

when

With a legal framework applied con-
sistently across the country, the same
judicial good practices—as measured by
Doing Business—are found in all Austrian
courts.'”® Vienna receives extra points on
the quality of judicial processes index for
having a specialized commercial court;
therefore, it performs slightly better (13
of 18 possible points) than the other
Austrian cities and the EU average (11.5
points) (figure 2.29).

Regarding court structure and proceed-
ings, all cities have small claims courts,
with a fast-track procedure that allows
self-representation. The law also provides
for pretrial attachment of the defendant’s
movable assets if creditors fear the assets
may be moved out of the jurisdiction or
otherwise disposed of. Courts also exhibit
good governance by randomly assigning

cases to judges (Zufallsprinzip), with no
chance of external influence and taking
into account judge workloads. Cases are
randomly assigned, but they fall short
of the gold standard of automated case
assignment. There is also no dedicated
specialized commercial court or division
outside of Vienna.

The Austrian courts employ good case
management techniques and a high level
of automation. The Austrian Ministry
of Justice—in close collaboration with
judges, prosecutors, and other internal
and external users—developed Austria’s
court management system. Many case
types and processes (such as summary
proceedings) are fully automated.

The pretrial conference for commercial
litigation is well established in Austria.
Paper files have been phased out as the
integrated electronic case management
system has become available to lawyers
and judges. Many types of court reports
and statistics are readily available. Austrian
law sets time standards for various court
events and pretrial conferences. However,
the Code of Civil Procedure does not strictly
regulate adjournments, which contributors
cite as one of the main factors of delay.

Court automation in Austria relies on
electronic processes such as the e-filing
of the initial complaint and the payment
of fees through a dedicated platform
within the competent court. However,
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FIGURE 2.29  Austrian courts stand out for the quality of their case management systems
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member states, Croatia, Poland, and Romania have the highest score on the court structure and proceedings index.
Latvia has the highest score on the case management index. Estonia, Lithuania, and the Slovak Republic have the
highest score on the court automation index. Germany, Hungary, Italy, Lithuania, Latvia, Poland, Romania, and Spain
have the highest score on the alternative dispute resolution index. Data for Vienna, EU averages, and EU comparators
countries are not considered official until published in the Doing Business 2021 report.

Austria does not obtain a full score for
court automation because the courts do
not publish all Supreme Court judgments
or commercial case judgments at any
other level of the court system, which
may impede the parties across the coun-
try from fully assessing their rights.

Lastly, while Austria permits voluntary
mediation and regulates commercial
in practice, enforces
valid arbitration clauses—there are no
financial incentives to encourage media-
tion or conciliation.'?®

arbitration—and

WHAT CAN BE IMPROVED?

Consider making measures allowing
for virtual hearings permanent

Before the COVID-19 pandemic, the use
of videoconferencing in Austrian legal
proceedings was limited to cases where
it was justified by procedural efficiency.””’
The Federal Act on Accompanying
Measures for COVID-19 in the Judicial
System (Federal Law Gazette | 30/2020)
provided the legal basis to expand the use
of video technology and conferencing in
oral hearings. Hearings may be conducted

virtually, but the parties must cite a justifi-
cation.””® Under this framework, the judge
has broad discretion to grant or deny
the use of videoconference technology.
Although the use of technology in the
courtroom may come with its challeng-
es—technology malfunction, miscom-
munication between hearing participants,
or poor internet service—most lawyers
interviewed for the study agree that the
shift to remote litigation in Austria has
proceeded remarkably smoothly, giving
both judges and attorneys more flexibility
to schedule hearings.”??

Initially slated to remain in place until
December 31, 2020, the act is now set
to expire on June 30, 2021.2° Making
virtual hearings a permanent option to
litigants would provide more flexibility
in organizing litigation. Doing so could
make it easier to agree on a suitable
hearing date and eliminate commuting
time to court. Furthermore, virtual hear-
ings could reduce the impact of common
circumstances that warrant a hearing
adjournment (such as the unavailability
of hearing rooms or minor health condi-
tion of one of the parties). Austria would
not be the only country to extend remote

litigation measures. In Estonia, users can
complete all steps in a dispute remotely,
from initiating the case to the publica-
tion of the decision. During the 2020
COVID-19 lockdown period, around
61% of the hearings were held online in
Estonia, keeping constant the number
of cases decided from the previous
quarter (when there was no lockdown).”'
In Singapore, the Chief Justice of the
Supreme Court cited time and cost effi-
ciencies as the justification to resume
cases virtually (and continue virtually on
a permanent basis).'*

Consider expanding e-features in
courts for commercial litigation and
small claims

In the aftermath of the COVID-19 pandem-
ic, the shift toward virtual justice is gaining
momentum and improving court efficiency
in many jurisdictions, including Austria.
The Commercial Court of Vienna adopted
a pilot project, the Electronic Integration
Portal (elP), and judges are updated on
the latest innovations to avoid potential IT
knowledge gaps.*

The European Bank for Reconstruction
and Development makes the case that
"commercial disputes, and disputes based
on small claims, in particular, seem a good
terrain for transitioning to an online medi-
um."3* This transition can be gradual. The
United Kingdom has sped up its transition
to an online court system over the past
five years,'® with the British government
investing over £1billion (EUR 1.2 billion) in
the project.”®® More subjects will become
eligible for online court litigation as the
initiative gains traction.

Expanding online litigation—particularly
in small claims cases—may be met with
skepticism and resistance from legal
professionals.  Private lawyers may
fear that small claims would be easily
resolved without any representation, like
in Canada.”” Judges may find it difficult
to transition from paper-based proceed-
ings to online courts. Engaging with
stakeholders as early as possible, and
providing appropriate, ongoing training
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throughout the transition process would
be critical to the success of such a reform.

Consider expanding the jurisdiction
of the Vienna Commercial Court
Vienna is the only city in Austria with
a standalone commercial court staffed
with specialized judges hearing solely
commercial cases. Having courts or
divisions with general commercial juris-
diction, whose judges exclusively hear
commercial cases, is an internationally
recognized good practice. Such courts
or divisions, when properly established,
translate into efficiency gains.®® Doing
Business data show that the 101 econo-
mies with such courts or divisions resolve
commercial cases 92 days sooner on

average than those without.

From an organizational perspective, estab-
lishing standalone commercial courts in
all of Austria's economic centers may not
make sense. In locations with few com-
mercial cases, specialized commercial
sections provide a less expensive alterna-
tive to a commercial court. One option
could be to turn the Vienna commercial
court into an online court with jurisdiction
over commercial cases filed across the
country. And, depending on the number of
cases received from other regions, decide
where to add commercial divisions in
existing courts or create additional stand-
alone courts across the country.

A gradual approach toward specialized
commercial jurisdictions could be an
option. In 1995, North Carolina, a U.S.
state with a population of more than 10
million, created a business court with a
statewide jurisdictional reach. Initially
staffed by one judge, the court's expan-
sion was recommended in 2004. As of
mid-2019, there were five active business
court judges sitting in four cities across
the state who hear cases originating in
North Carolina.”®

Set legal limits on the granting of
adjournments

Part of good case management is estab-
lishing, together with the parties, a clear,

reasonable, and realistic timeline for a
case, as well as clear rules limiting the
use of adjournments. However, timelines
require rules to be enforced. As early as
1984, the Committee of Ministers of the
Council of Europe advised against having
more than two hearings (preparatory and
trial). It also recommended that adjourn-
ments should not be granted unless “new
facts appear or in other exceptional and
important circumstances."™® Only nine
EU member states impose limitations
on adjournments that are respected in
practice.” Almost all of them focus on
limiting adjournments to unforeseen
and exceptional circumstances rather
than limiting the total number granted.
Austrian courts do not impose either of
these types of limits on adjournments.

Norway regulates adjournments strictly
and ensures that hearings and trials are
held as scheduled.”? At the Tingrett Nedre
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Romerike District Court in Norway, the
court's case administrators work actively
to schedule cases within the set deadlines
and targets, and lawyers are expected
to conduct the case within official time
limits. If the lawyer is unavailable, the
administrators push for a transfer of the
case to another lawyer at the same firm.
The court’s practice on adjournments is
restrictive and mainly limited to illness
documented by a doctor’s certificate.*?

Incentivize alternative dispute
resolution (ADR)

Austria has a robust framework for
both arbitration and mediation, but the
courts do not offer financial incentives to
mediate. Eleven EU member states offer
such financial incentives for parties that
attempt mediation (figure 2.30). ltaly
introduced a new Mediation Law Decree
in 2010 (amended in 2013) to comply
with European Directive 2008/52/EC64

FIGURE 2.30 Eleven EU member states provide financial incentives for mediation

Provide financial incentives for mediation
B Do not provide financial incentives for mediation

Source: Subnational Doing Business and Doing Business databases.
Note: Data for EU countries are not considered official until published in the Doing Business 2021 report.
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concerning mediation in civil and com-
mercial disputes. The decree establishes
specific financial incentives for parties to
attempt mediation, as well as negative
consequences for parties who refuse
to attempt mediation in good faith."**
Following the adoption of the new
regulation, Italy reports over 200,000
mediations annually.* In Bulgaria and
Latvia, parties that successfully mediate
a case can have 50% of their filing fees
reimbursed; in Romania and Poland, the
entire amount is reimbursed.

Another inspiration to expand the use
of ADR solutions could be Florence's
Giustizia Semplice program. Each year
the program provides scholarships to 10
post-graduate scholars with knowledge
of civil procedure and ADR to support
judges in determining which cases
should be referred to mediation."*® Each
scholar assists two judges by reviewing
case details, preparing a draft list of the
individual judges’ pending cases that may
be candidates for mediation, discussing
the list with the judges, and writing the
draft mediation order for those cases the
judges agree to refer to the Organismo
di Conciliazione di Firenze. The number
of pending cases in Florence's courts has
fallen consistently since 2013 when the
program was created.

Improve the management of the
expert witness pool

The shortage of expert witnesses across
Austria complicates the scheduling of
hearing testimony, causing delays. In
addition, experts overwhelmed with
requests for opinions often seek dead-
line extensions to deliver their reports.
Mandating the participation of experts
early in the judicial proceedings—in
the pretrial conference—is one way to
address this issue. The court could then
evidentiary matters and
identify realistic deadlines for expert
actions. Once a timetable is agreed
upon, it becomes easier to enforce. In
Debrecen, Hungary, the court imposes
penalties on expert witnesses who are
tardy in presenting their testimony—a

address all

reduction of 1% of expert fees for every
day of delay.”” Courts could also expand
the pool of expert witnesses by providing
incentives (such as higher fees) for their
participation in court proceedings.

NOTES

1. Austrian Institute for SME Research. 2021.
KMU im Fokus 2020. Vienna: Austrian Institute
for SME Research.

2. The cities were selected based on demographic
and geographic criteria. Each city belongs to
a different NUTS2 region (the Nomenclature
of Territorial Units for Statistics, or NUTS,
is a geocode standard for referencing the
subdivisions of countries for statistical
purposes developed by the European Union).
The selection of cities was agreed upon
between the World Bank project team, the
European Commission's Directorate-General
for Regional and Urban Policy, the Federal
Chancellery of Austria, and the Austrian
Federal Ministry of Finance.

3. Data for Vienna and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

4. European Commission. 2019. 2019 Small
Business Act Fact Sheet, Austria. Brussels:
European Commission. The Small Business
Act (SBA) fact sheets form part of the SME
Performance Review (SPR), the European
Union's main vehicle for the economic analysis
of SME issues. Produced annually, they help to
organize the available information to facilitate
SME policy assessments and monitor SBA
implementation. They comprise a set of policy
measures organized around 10 principles
ranging from entrepreneurship and responsive
administration to internationalization.

5. The nine EU member states that have
introduced rules limiting adjournments are
Bulgaria, Croatia, Estonia, Germany, Greece,
Latvia, Lithuania, the Netherlands, and Poland.

6. According to interviews with the Tax Authority
by the Subnational Doing Business team (April
to December 2020), the risk assessment tool
uses four colors depending on the risk level:
green (no risk), yellow (may entail certain
risks and may require manual verification), red
(risk), and gray (information is missing and
the risk could not be assessed).

7. Both the tax and VAT numbers are usually
issued at the same time.

8. For more information on FinanzOnline, see
https.//www.bmf.gv.at/services/finanzonline
/fon-ueberblick.html.

9. Data for Vienna and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

10. Belgium, Cyprus, Finland, Ireland, the
Netherlands, and Portugal do not require
any paid-in minimum capital at the time
of business start-up. In Bulgaria, the Czech
Republic, France, Greece, ltaly, and Latvia, it is
less than 0.1% of income per capita.

1. Section 4 (3) of the GmbH Act. A notary or a
lawyer can draw up the articles of association,
but the articles of association must be in the
form of a notarial deed.

12. The Electronic Notarial Form Foundation
Act (Elektronische Notariatsform-
Grindungsgesetz, ENG) came into force
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22.

23.

24,

25.

26.

27.

28.

on January 1, 2019, and allows parties to

use electronic means of communication to
execute the deed of incorporation.

According to local professionals interviewed
by the Subnational Doing Business team from
April to December 2020.

In Vienna, it is the Commercial Court of
Vienna; in Graz, the Regional Court for Civil
Law Matters. For other regions, it is the
corresponding regional court.

The law setting forth the scope of activity
regarding the commercial registry
(Firmenbuchgesetz) is available at https:/www
ris.bka.gv.at/GeltendeFassung.wxe? Abfrage=Bu
ndesnormen&Gesetzesnummer=10002997.
The Beneficial Owners Register Act (BORA)
came into force on January 15, 2018. Since this
date, all Austrian legal entities are required to
disclose information about beneficial owners.
For more information, see https:/www.bmf
.gv.at/en/topics/financial-sector/beneficial
-owners-register-act.html.

Belgium, Croatia, the Czech Republic, Finland,
Ireland, the Netherlands, Poland, Slovenia, and
Sweden require entrepreneurs to actively register
or report their beneficial owners to the register.
https:/www.gisa.gv.at.

In the fourth quarter of 2020, the government
launched the company register query,
available at: https://justizonline.gv.at/jop
/web/firmenbuchabfrage.

For more information on the company name,
see https:/www.usp.gv.at/en/gruendung
/gruendungsfahrplan-gesellschaften
/firmenwortlaut-firmenname.html; or https:/
www.wko.at/service/t/wirtschaftsrecht
-gewerberecht/Firmenwortlaut.html.

See the registry’s website at http:/
bolsafirmasdenominacoes.justica.gov.pt
/index.php.

World Bank. 2018. Doing Business in the
European Union 2018: Croatia, the Czech
Republic, Portugal and Slovakia. Washington,
DC: World Bank. https://www.doingbusiness
.org/en/reports/subnational-reports/eu
-croatia-czechrepublic-portugal-slovakia.

For more information on Estonia’s e-business
register, see the website at http:/www.rik.ee.
For more information on registering a
company with Companies House, see the
website at www.gov.uk/limited-company
-formation/register-your-company.

Coste, Cyriane, Marie Delion, Adrian
Gonzalez, Frédéric Meunier, Nathalie

Reyes, and Yuri Valentinovich. 2019. “The
Involvement of Third-Party Professionals in
Business Registration and Property Transfer.”
World Bank Research and Development
Center in Chile, Indicators Group Research
Note. World Bank, Washington, DC.

The 10 EU economies with the lowest cost to
start a business are Denmark, Estonia, Finland,
France, Greece, Ireland, Lithuania, Romania,
Slovenia, and Sweden.

For more information on Slovenia’s electronic
standardized articles of association, see
https:/spot.gov.si/.

World Bank. 2019. Doing Business in the
European Union 2020: Greece, Ireland and Italy.
Washington, DC: World Bank. https://www
doingbusiness.org/en/reports/subnational
-reports/eu-greece-ireland-italy.

29.

30.

31

32.

33.

34.

35.

36.

37.

38.

39.

40.

For more information on Estonia’s online
company registration portal, see the website
at https://www.rik.ee/en/company
-registration-portal/e-residency.

EU member states such as the Czech
Republic, Germany, Luxembourg, and Spain.
The foundation privilege (GmbH Act, section
10b) allows entrepreneurs to pay EUR 5,000
at the time of formation. After the 10 years,
the share capital must be increased to the
regular minimum amount of EUR 35,000, with
at least EUR 17,500 paid in cash (GmbH Act,
section 10b(5).

Armour, John. 2006. “Legal Capital: An
Outdated Concept?” European Business
Organization Law Review 7. 5-27; Kubler;
Milbert, Peter O. 2006. “A Synthetic View

of Different Concepts of Creditor Protection.”
Law Working Paper 60/2006, European
Corporate Governance Institute, Brussels;
Kibler, Friedrich. 2004. “"A Comparative
Approach to Capital Maintenance: Germany.”
European Business Law Review 1031-35; World
Bank. 2013. Doing Business 2014: Understanding
Regulations for Small and Medium-Size
Enterprises. Washington, DC: World Bank.
World Bank. 2019. Doing Business 2020.
Washington, DC: World Bank.

Doing Business defines “paid-in minimum
capital” as the amount the entrepreneur needs
to deposit in a bank or with a notary before
registration and up to three months after.

See Article 5: 3 of the Belgian Code of
Companies and Associations.

Construction standards are set by the Austrian
Institute for Construction Engineering (OIB), a
coordinating body that helps states harmonize
construction standards by issuing guidelines
on technical requirements, materials, and so
on. For more information, see the website at
www.oib.or.at/en.

Austria is a federal country with nine states or
Bundesldnder.

Data for Vienna and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

For Austria's commercial code, see the
website at https://www.ris.bka.gv.at
/NormDokument.wxe? Abfrage=Bundesnorm
en&Gesetzesnummer=10007517&FassungV
om=2015-10-30&Artikel=&Paragraf=77&Anl
age=&Uebergangsrecht=.

Magistratische Bezirksédmter (municipal
district offices) are the administrative centers
of Vienna's 23 districts. There are currently
four locations across the city that process
industrial operations permit applications.
These offices are separate from the central
administrative bodies of the city, such as the
municipal building authority.

As required by the Energy Performance
Certificate Act of 2012. This law implements
EU Directive 2010/31/EC on building energy
performance standards (https://eur-lex.europa
.eu/LexUriServ/LexUriServ.do?uri=0J:L:2010
:153:0013:0035:EN:PDF). Law available at
https://www.ris.bka.gv.at/GeltendeFassung
wxe?Abfrage=Bundesnormen&Gesetzesnum
mer=20007799.

42.
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48.
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Innsbruck is the only city where signed water
and sewage connection contracts are a
prerequisite to apply for a building permit.

A list of the documents required for a
construction permit application in Vienna are
published by the municipal building authority,
available at: https://www.wien.gv.at/wohnen
/baupolizei/planen/baubewilligungen
/unterlagen.html.

This requirement is set by Article 127 of the
Vienna Construction Code (https:/www
ris.bka.gv.at/eli/Igbl/W1/1930/11/P127
/LW140010055).

This process began in 2018; the e-submission
system for Bregenz is still under development.
For more details on the wider Bregenz
digitalization strategy, see https:/www
.smartgov.eu/smarte-verwaltung.

The shell construction notification
requirement is set out in Article 37 of the
Styrian Construction Code, available at
https://www.ris.bka.gv.at/NormDokument.wx
e?Abfrage=LrStmk&Gesetzesnummer=2000
0070&Artikel=&Paragraf=37&Anlage=&Ueb
ergangsrecht=.

This requirement is set out in Article 73 of
the General Administrative Procedures Act of
1991, available at https://www.ris.bka.gv.at
/NormDokument.wxe?Abfrage=Bundesnorm
en&Gesetzesnummer=10005768&Artikel=&
Paragraf=73&Anlage=&Uebergangsrecht=.
These are the state construction codes of
Vorarlberg, Tyrol, and Salzburg.

This structure is unique to Linz. As part of the
Bau- und Bezirksverwaltung (construction and
district administration), the building authority
is also responsible for district administration
issues such as water, waste management,
commercial matters, traffic, and event
management.

A list of the documents required for a
construction permit application in Linz is
published by the city administration, available
at: https://www.linz.at/serviceguide
/viewchapter.php?chapter_id=122107. A list
of the documents required for a construction
permit application in Salzburg is published by
the city administration, available at:
https://www.stadt-salzburg.at/bauverfahren
/baubewilligungen/unterlagen-fuer
-bauansuchen/.

Details on the digital portal and access to the
application system are available at
https://mein.wien.gv.at/Meine-Amtswege
/Baueinreichung.

The ZEUS database is a platform currently
implemented in the states of Burgenland,
Carinthia, Salzburg, and Styria; however,
Salzburg is the only city in this study where
the municipal building authority uses the
documents submitted on ZEUS as part of the
building permit application process. For more
information on Salzburg's ZEUS platform, see
https./sbg.energieausweise.net/zeus/auth
/login/?backurl=%2Fzeus%2F.

This requirement is set out in article 127 of
the Vienna Construction Code, available at:
https.//www.ris.bka.gv.at/NormDokument.wx
e?Abfrage=LrW&Gesetzesnummer=200000
06&FassungVom=2018-12-21&Artikel=&Para
graf=127&Anlage=&Uebergangsrecht=.
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This is a federal system for making and
tracking building permit applications.

The platform also provides guidelines on
application documentary requirements. Users
can access the platform at
https://www.omgevingsloket.nl/Zakelijk
/zakelijk/home?init=true#.

Building applications and supporting
documents in Hungary must be submitted
through this platform, available at https:/
www.e-epites.hu/etdr. The building
department authorities then request a review
of the plans by other approving authorities
through the same platform. ETDR also allows
users to track the application status.

See the e-platform for construction permits at
https://www.hamburg.de/start-digitale
-verfahren/.

Directive 2007/2/EC of the European
Parliament and of the Council of March 14,
2007, establishing an Infrastructure for Spatial
Information in the European Community
(INSPIRE). https://eur-lex.europa.eu/legal

-content/EN/ALL/?uri=CELEX%3A32007L0002.

For an overview of GIS databases across
Austria see http:/geoland.at/.

Set at the federal level by the General
Administrative Procedures Act, see Note 10.
This fast-track application model was
introduced as part of reforms in 1999 to allow
for construction to begin more quickly for
certain categories of low-risk projects.
https://www.ris.bka.gv.at/eli/Igbl
/WI1/1930/11/P70a/LWI140010112.

World Bank Group. 2013. Good Practices for

Construction Regulation and Enforcement Reform:

Guidelines for Reformers. Washington, DC:
World Bank Group.

For more information, see https:/www.oib.or
.at/en/oib-guidelines.

This is an online system for making and
tracking building permit applications.

The platform also provides guidelines on
application documentary requirements. Users
can access the platform at https:/www
upapiste fi/.

See the platform for an overview of the
relevant legislation at https://www.e-epites
.hu/jogszabalyok.
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The Ordinance on the Quality of Electricity
Systems is available at: https://www.ris.bka
.gv.at/GeltendeFassung wxe? Abfrage=Bundes
normen&Gesetzesnummer=20008149.

Data for Vienna and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

To measure the reliability of supply and
transparency of tariffs, Doing Business presents
an index scored from O to 8 points. The index
looks at the duration and frequency of power
outages, role of the energy regulator, the
systems used to monitor power outages and
restore supply, whether financial deterrents
exist to limit outages, and whether effective
tariffs are available online and customers are
notified of a change in tariff a full billing cycle.
For more details, see the data notes.

There are 122 energy distribution utilities
serving clients in Austria, with separate
geographic areas of operation. The urban
areas of most cities are covered by one major
local utility. This is the case for six of the seven
cities benchmarked by this study. In contrast,
two major local utilities (Energienetze
Steiermark GmbH and Stromnetz Graz GmbH
& Co KG) operate in Graz. Based on the
information collected for this study, Stromnetz
Graz GmbH & Co KG is the most likely DSO
to serve the warehouse in the Doing Business
case study.

The Doing Business case study assumes that
the electricity cable crosses a public road

that is 10 meters wide. New connections

are typically underground in all Austrian
cities. Article 90 of the Highway Code 1960
stipulates that a permit is required to excavate
below public roads (https://www.ris.bka.gv.at
/eli/bgbl/1960/159/P90/NOR40147692).

In Bregenz and Graz, clients can ask

the distribution utilities to carry out the
connection works. However, in practice,

it is more common for clients to conduct
excavation works in these two cities.

As per the High Voltage Current Line Act
1968, the heavy current permit is issued by
Municipal Department 64 (Legal Affairs
Transport), whereas the excavation permit is
issued by Municipal Department 28 (Road
Management and Construction). Transformers
are available in the public domain in Vienna,
however for the Doing Business case study
connection, a transformer would be installed
on the client’s premises due to capacity issues.
For more information on the online calculator,
see www.e-control.at/tarifkalkulator.

Data available on E-Control website:
https://www.e-control.at/marktteilnehmer
/erhebungen/erhebungen-zur-qualitaet-der
-netzdienstleistung. For Vienna that is available
at: https;//www.wienernetze.at. In 2019, the
distribution utilities in the benchmarked cities
received the following number of requests

for connections to grid level 1-6 and grid level
7: Innsbruck: 172; Klagenfurt: 176; Graz: 553;
Linz: 774; Bregenz: 939; Salzburg: 2,838; and
Vienna: 20,925.

As established by Article 2, Paragraph 3 of
the Ordinance on the Quality of Electricity
Systems.

79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.
90.

9.

92.

93.

94.

As established by Article 1, Paragraph 73 of
the General Administrative Procedures Act of
1991.

The GIS maps are accessible to the public in
all cities except in Salzburg. The municipalities
in Bregenz, Graz and Innsbruck use VertiGIS
WebOffice maps. In Bregenz, ProOffice is
also available, and in Graz ESRI ArcGIS.
Municipalities in Klagenfurt and Linz use
GeoMedia Smart Client maps. Salzburg uses
PlanTogether, and Vienna ViennaGIS maps.
The general framework agreement is between
the utility and the municipality, it does not
apply if the client’s contractor obtains the
excavation permit from the municipality.

As established by Article 1, Paragraph 10 of
the Electricity System Charges Ordinance.
Arlet, Jean, Diane Davoine, Tigran Parvanyan,
Jayashree Srinivasan, and Erick Tjong. 2016.
"Getting Electricity: Factors Affecting the
Reliability of Electricity Supply.” in World Bank.
Doing Business 2017: Equal Opportunity for All.
Washington, DC: World Bank.

See the Cables and Pipelines Regulation, at
https://decentrale.regelgeving.overheid.nl
/cvdr/xhtmloutput/Historie/Utrecht%20
(Utr)/302132/302132_1.html.

See the General Regulation Underground
Infrastructure Enschede 2018, available at
https:/dloket.enschede.nl/loket/sites
/default/files/IMG/AVOI%20Enschede%20
2018.pdf.

This requirement is in accordance with the
Energy Code (Article L342-11), which specifies
that urban planning commissions bear the
cost of extension works for the electricity
grid, provided that the network extension will
benefit future residents and firms.

For more information, see the website of the
Wechselplattform at https://www.energylink
.at/de/wechselplattform.

For more information on the Austrian courts,
see https://e-justice.europa.eu/content
_ordinary_courts-18-at-en.do?member=1.

As established by the 1968 Land Surveying Act.
Data for Vienna and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

More in general, in Austria parties complete
the entire registering property process with
the assistance of a notary or a lawyer.

As per the Land Transfer Act
(Grundverkehrsgesetz, or GVG). The GVG
also establishes additional procedures in other
states and cities, but with a more limited
scope. In Linz, for example, an additional
regional procedure applies but transfers of
commercial property (like the Doing Business
case study) are exempt.

According to the Doing Business methodology
the Quality of Land Administration includes

a fifth component which measures legal
provisions on Equality of Access to Property
Rights for women and men. This subindicator
is not discussed in the Doing Business in

the European Union study as women and

men enjoy the same ownership rights in all
Member States.

For more information on the quality charter,
see https://www.kadaster.nl/over-ons/beleid/
kwaliteitssysteem.
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@ Doing Business in Belgium benchmarks business regulation applying to small and
medium enterprises in seven cities representing Belgium's three regions: Antwerp,
Bruges, and Ghent (Flemish Region), Brussels (Brussels-Capital Region), and Charleroi,
Liege, and Namur (Walloon Region). The study analyzes the regulatory environment
across five Doing Business areas (starting a business, dealing with construction
permits, getting electricity, registering property, and enforcing contracts).

@ Strong performance in one area coexists with weak performance in another. Except
for Antwerp (which scores among the top three cities for all areas benchmarked) and
Liege (which ranks in the bottom half in four areas), all other cities rank in the top half
in at least one area and the bottom half in another. The different strengths of these
cities mean they have something to learn from each other.

@ Thelargest subnational variations in the ease of doing business score are in enforcing
contracts and registering property. Resolving a commercial dispute is easiest in
Namur, where it takes only 10 months and a half—faster than in any EU capital—and
costs less than the EU average. A combination of relatively high costs and the longer
time required to resolve a commercial dispute (almost 17 months) places Brussels
below the EU average. These variations in regulatory performance can help policy
makers identify and adopt in-country good practice examples to improve regulatory
performance in their jurisdictions and take the steps needed to close the gap.

@ Startingabusinessis the only areain which the Belgian cities perform homogeneously.
There is a high level of centralization—with one-stop shops monitored at the federal
level—and national digital infrastructure to carry out most processes in this area.
Moreover, small and medium enterprises (SMEs) that do not pose environmental
risks or are not subject to special licensing are exempted from most local permit
authorizations.

@ Time is the main source of variation among the performances of the Belgian cities
benchmarked. Firms in Brussels spend more productive hours complying with
regulatory requirements in the five areas benchmarked than elsewhere in the country:
entrepreneurs in the Belgian capital spend nine months more on compliance than
their peers in Namur. Wide variations in time reflect the efficiency of local, regional,
and federal agencies. Even where legislative requirements are similar—for example,
property transfer and contract enforcement—service provision standards can diverge,
with either positive or negative consequences for entrepreneurs.

@ Local good practices, which can be easily replicated, exist in all three regions,
especially in dealing with construction permits and enforcing contracts. In starting a
business, getting electricity, and registering property, Belgium can also look elsewhere
in the European Union and globally to boost its competitiveness.
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ocation matters. Despite its small

size, Belgium's geographical loca-

tion has made it one of Europe's
economic and administrative nerve cen-
ters—and an ideal place to do business.
However, entrepreneurs must navigate
different  regulations and business
environments depending upon where
they decide to establish their business
within Belgium. A federal state, Belgium
comprises three regions (the Brussels-
Capital Region, the Flemish Region,
and the Walloon Region). In addition,
Belgium has three Communities based
on language (the Flemish Community,
the French Community, and the German-
speaking Community).

Entrepreneurs play a crucial role in the
economy by contributing directly to
job creation and employment growth.
Evidence from across the globe suggests
that excessive or inefficient regulation
can discourage private sector activity
and foreign direct investment. Roughly
two-thirds (65%) of Belgian workers are
employed by SMEs.* However, barriers
to entrepreneurship—including burden-
some regulation—can hinder the abil-
ity of SME owners to start, operate, and
expand their companies. Belgium per-
forms below the EU average on the ease
of doing business,? ahead of Luxembourg
and ltaly, but behind Germany, France,
and the Netherlands. Regarding the

TABLE 3.1

European Commission's Small Business
Act principles, Belgium performs in line
with the EU average but lags in the area
of entrepreneurship.?

The business regulation analyzed in
this report is legislated either federally
or regionally. Company incorporation,
property rights, and commercial litiga-
tion are governed at the national level
by the Belgian Code of Companies and
Associations, the Mortgage Act, and the
Judicial Code. In contrast, the rules and
regulations relating to electricity distribu-
tion and building permitting are set at
the regional level. Still, how Belgian cities
implement regulation varies significantly,
even within the same region. Moreover,
alongside national and regional legisla-
tive frameworks, local authorities also
set regulations, policies, and incentives,
leading to notable variations in the ease
of doing business. These differences can
help policy makers identify opportunities
to improve administrative processes and
build local institutional capacity.

This report aims to fill the knowledge
gap on the quality of business regulation
and the efficacy of local bureaucracy in
Belgium. The report uses regional-level
data to measure the regulatory hurdles
facing entrepreneurs in seven cities

representing Belgium's three

regions:
Antwerp, Bruges, and Ghent (Flemish

Antwerp, Bruges, Ghent, and Namur are the top performers

DOING BUSINESS IN BELGIUM

Region),  Brussels  (Brussels-Capital
Region), and Charleroi, Liege, and Namur
(Walloon Region).* By highlighting sub-
national good practices and benchmark-
ing cities with others across the European
Union, the report aims to inspire better
regulatory practices to improve the busi-
ness environment for small businesses

and encourage entrepreneurship.

MAIN FINDINGS

Except for Liége, each city is a
top performer or a runner-up in
at least one area
Belgian entrepreneurs
regulatory hurdles depending on where
they establish their business. It is easi-
est to deal with construction permits in
Antwerp, obtain an electricity connection
in Ghent, register property in Bruges, and
resolve a commercial dispute through the
local court in Namur (table 3.1).

face different

Strong performance in one area coex-
ists with weak performance in another.
Except for Antwerp (which scores among
the top three cities in all benchmarked
areas) and Liege (which ranks in the
bottom half in four areas), all other cities
rank in the top half in at least one area and
the bottom half in at least one area. For
example, Ghent ranks 1 (highest) for get-
ting electricity but 7 (lowest) for dealing

Dealing with

Starting a business construction permits Getting electricity Registering property Enforcing contracts
Rank Score Rank Score Rank Score Rank Score

(1-7) (0-100) (1-7) (0-100) (1-7) (0-100) (1-7) (0-100)
Antwerp 78.18 2 73.56 3 57.80 3 66.80
Bruges 75.70 6 71.18 58.52 6 65.55
Brussels 87.56 2 76.51 70.46 5184 |0 6485
Charleroi 87.56 76.02 72.79 4 53.76 2 69.47
Ghent 87.56 72.63 76.07 2 58.52 4 66.71
Liege 87.56 74.03 5 72.53 5 53.64 5 66.29
Namur 87.56 5 75.29 3 72.79 6 53.28 - 72.00

Source: Subnational Doing Business and Doing Business

databases.

Note: Rankings are calculated on the basis of the unrounded scores, while scores with only two digits are displayed in the table. The indicator scores show how far a location is from
any economy’s best performance on each Doing Business indicator. The scores are normalized to range from 0 to 100 (the higher the score, the better). For more details, see the
chapter "About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and the Netherlands.” Data for Brussels are not considered official until published

in the Doing Business 2021 report.
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with construction permits. Brussels ranks
2 for dealing with construction permits,
but 7 in three other areas (getting elec-
tricity, registering property, and enforcing
contracts). Similarly, Bruges is the top
scorer for registering property but ranks
6 for getting electricity and enforcing
contracts. These cities’ varying strengths
mean they all have something to learn
from each other.

All three regions have good
practices to share

Ghent and Bruges are the cities with the
highest number of good practices, six and
five, respectively (table 3.2). Getting the
zoning certificate to transfer a property
is two weeks faster in Ghent and Bruges
than in the other cities benchmarked,
mainly because notaries can apply for
and receive this certificate electronically.
The efficiency of Antwerp's local utility
company gives the city Belgium's fastest
times for processing water and sewage
connections. Antwerp scores close to
Germany—a top-five performer in the
European Union—for dealing with con-
struction permits.

The Flemish cities also perform well on
regulatory cost. Connecting a warehouse
to the electrical grid is the least expensive
in Antwerp, Bruges, and Ghent. The meter
installation fee is more than EUR 500
cheaper than in Brussels; the capacity

charge is one-quarter of that paid by firms
in Wallonia. The utility in the Flemish
Region determines the fees for external
connection works independently, which
the regional regulator then approve. The
cost of construction permitting in Bruges
and Ghent is the lowest in Belgium and the
European Union, thanks to low-to-no-cost
building permitting strategies targeting
investment in these cities.

In Namur, which scores slightly below
France and Luxembourg, contract enforce-
ment is faster than in any EU capital city
and less expensive than the EU average.
Locally, contract enforcement in Namur
takes six and a half months less than in
Brussels, where the volume of incoming
cases slows procedures. Hearing planning
in Namur is usually agreed upon between
the judge and parties during a pretrial
hearing; the judge requires only a meet-
ing date to decide the case. In contrast,
waiting periods between hearing dates
in Brussels can last up to three months
longer. Legal fees also tend to be lower in
Namur, likely because of lower demand
for judicial services. Despite falling under
the same court system as Namur, enforce-
ment proceedings in Liege take more than
a month longer (its higher population
results in a greater workload).

Dealing with construction permits is
most streamlined in Brussels, where

TABLE 3.2  Bruges and Ghent have the most regulatory good practices

entrepreneurs complete nine proce-
dures (compared to 12 in the Flemish
and  Walloon
This procedural difference stems from

cities benchmarked).
varying water and sewage connection
requirements; local water and sewage
regimes reflect the different models
used by Belgium's neighbors, France and
the Netherlands.> In Brussels, service
applications are combined and submit-
ted to one utility company; in the other
cities, entrepreneurs must submit sepa-
rate applications, doubling the required
procedures.

Except for in starting a business,
regulatory performance varies
among cities

Starting a business is the only Doing
Business area in which all Belgian cities
perform homogeneously. Belgium has
achieved consistency in this area by
transitioning to online systems, monitor-
ing one-stop shops at the federal level,
and exempting SMEs that do not pose
environmental risks or are not subject to
special licensing from most local permit
authorizations. The business startup
process is faster in Belgium than the EU
average, but the cost is higher, and more
procedures are required.

In the other four areas measured, subna-
tional variations in regulatory performance
can help policy makers identify and adopt

Dealing with Getting Registering Enforcing
construction permits electricity property contracts
Number
of top Fewest | Shortest Least Shortest Least Best reliability | Shortest Least Shortest Least
performances | procedures time expensive time expensive of supply time expensive time expensive

Bruges 5 v v v v v
Antwerp 4 v v v v
Brussels 2 v v
Namur 2 v v
Charleroi
Liége

Source: Subnational Doing Business and Doing Business databases.
Note: The table does not show indicators or subcategories in which all cities record an equal result. These indicators or subcategories are starting a business, building quality control
index, procedures to obtain a new electricity connection, procedures to register property, quality of land administration index, and quality of judicial process index. Data for Brussels
are not considered official until published in the Doing Business 2021 report.
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in-country examples of good practice to
improve regulatory performance in their
jurisdictions. The regulatory gap between
the highest score and the lowest is widest
in the area of contract enforcement (figure
3.1).Inthisarea, all Walloon cities, Antwerp,
and Ghent perform above the EU average,
while Bruges and Brussels fall below the
EU average. Variations in performance
stem mainly from local courts’ approach
to adjournments, judge workload, and
hearing session availability in the court
roster, which affect the time to complete
the trial and judgment phase. In Charleroi,
the first hearing is an opportunity to gather

evidence; in Antwerp, Ghent, and Bruges,
this hearing’s main purpose is to agree on
the pleading schedule for the organization
of case proceedings. These factors influ-
ence the time to complete the contract
enforcement process, ranging from 235
days in Namur to 400 days in Brussels.

In getting electricity and registering
property—in which all benchmarked
Belgian cities perform below the EU
average—the performance gap between
the highest and the lowest score is also
significant. The various electricity dis-

tributors operating in the benchmarked

FIGURE 3.1

Doing Business score (0-100)

Starting a Dealing with
business construction
permits
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Score variations are widest in enforcing contracts and registering property
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Source: Subnational Doing Business and Doing Business databases.

Note: The score indicates how far a location is from the best performance achieved by any economy on each Doing
Business indicator. The score is normalized to range from 0 to 100 (the higher the score, the better). Averages for
Belgium are based on data for the seven cities benchmarked. Averages for the European Union are based on economy-
level data for the 27 EU member states. Other EU member states are represented by their capital city, as measured by
global Doing Business. For more details, see the chapter “About Doing Business and Doing Business in the European
Union 2021: Austria, Belgium and the Netherlands." Data for Brussels, EU averages, and EU best performances are not
considered official until published in the Doing Business 2021 report.

DOING BUSINESS IN BELGIUM

cities determine the process for getting
a new electricity connection. On average,
Belgium is the second most expensive
country in the EU to register property
(behind only Malta). Subnational varia-
tions in this area are the result of registra-
tion taxes, which are set at the regional
level and range from 10% in the Flemish
Region to 12.5% in Wallonia and Brussels.

Construction permitting is the one area
where all benchmarked Belgian cities
perform above the EU average, mainly
because of the relatively low cost of
construction permitting and the high
quality of building regulations. Overall,
dealing with construction permits is
easiest in Antwerp; it is most difficult in
Ghent, where water and sewage connec-
tions and municipal consultations take
the longest in Belgium.

The time to do business varies
widely across the country, but
the overall quality of regulation
is uniform

Time is the main source of variation
among the performances of the Belgian
cities benchmarked. Complying with
requirements takes nine
longer in Brussels than in
Namur (figure 3.2). The time to obtain a
construction permit or a new electricity
connection and to enforce a contract var-
ies the most. Dealing with construction
permits takes five months in Antwerp,
but almost eight months in Ghent.
Entrepreneurs spend four months getting
electricity in Charleroi, Ghent, Liege, and
Namur, but more than 5.5 months in
Bruges and Brussels. The time to register
a property ranges from 35 days in Bruges
and Ghent to 56 days in Brussels. And
contract enforcement takes 6.5 months
longer in Brussels than in Namur (313
days). Such wide variations in time reflect
the efficiency of local, regional, and
federal agencies. Even where legislative
requirements are similar—for example,
property transfer and contract enforce-
ment—service provision standards can
diverge, with either positive or negative
consequences for entrepreneurs.

bureaucratic
months
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FIGURE 3.2  Namur has the fastest turnaround times overall
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels and EU averages are not considered official until published in the Doing Business 2021 report.

Although the time to comply with
bureaucratic requirements varies signifi-
cantly across Belgian cities, the quality of
regulation is relatively uniform nationwide
(except for getting electricity). Variations
in the getting electricity process stem from
the frequency and duration of electricity
outages. Cities in Flanders and Brussels
had the most reliable electricity supply
in 2019, with each customer experienc-
ing, on average, 0.4 service interruptions
lasting a total of 23 minutes on average.
Outages were most frequent in Wallonia,
where customers experienced around 1.2
service interruptions on average lasting
approximately 46 minutes. When com-
pared with the European Union, Belgium’s
performance is on par for all regulatory
quality indexes except that for enforcing
contracts. Belgian courts are not auto-
mated, and they lag in case management
techniques for judges, lawyers, and parties
to a dispute at the national level. These
areas point to the critical role of the federal
and regional governments in improving
the local business environment and help-
ing Belgian cities adopt good international
practices.

WHAT IS NEXT?

The findings of this report provide Belgian
policy makers at different levels—fed-
eral, regional, and local—with evidence
to support strategic choices in promot-
ing a better regulatory environment for
development and economic growth. This
report points to possible improvements
in that direction (table 3.3). Eliminating
unnecessary red tape and improving
bureaucratic effectiveness can reduce
the cost of doing business by local firms,
enhancing their efficiency and ability to
compete abroad.

Combining subnational good
practices shows Belgium's potential
for improvement

The authorities can implement easily rep-
licable local good practices in the short
term. Local officials and local offices of
central agencies can use this report to
identify the policies of their better-per-
forming peers and take the steps needed
to close the gap. Nevertheless, several
factors can determine if replicating a
good practice is desirable, including local
economic priorities, resource allocation,

and tradeoffs between how smooth a
bureaucratic process is and its cost. These
changes may include merely administra-
tive improvements, but they could make
a significant difference for local SME
owners. Regional and local-level reforms
would impact the benchmarked cities’
standings vis-a-vis each other and make
a difference globally.

By Brussels aggregating the good
practices of each benchmarked city,
Belgium would raise its score in each
Doing Business area by more than 5 points
(except in starting a business, where
all Belgian cities score the same). The
potential for improvement is greatest
in contract enforcement (figure 3.3). If
Namur (instead of Brussels) represented
Belgium in Doing Business for the ease of
enforcing contracts, the country's score
would improve to 72.00 (from 64.85).
Similarly, by making the construction
permitting process as fast as in Antwerp
and as affordable as in Bruges and Ghent,
Belgium's score would improve from
76.51 to 81.80, ahead of Germany and
among the European Union's top five
performers for getting a construction
permit. If Brussels were to cut its time
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FIGURE 3.3  Except for starting a business, adopting domestic good practices would improve Belgium's score by more than 5 points in

each indicator

Belgium (Brussels)
Ease of doing business score (0-100)

Dealing with construction permits
9 procedures, 211 days,

0.9% warehouse value,

12 points on building quality control

76.51

Getting electricity

6 procedures, 171 days,
131.9% income per capita,

8 points on reliability of supply

70.46

505 days, 16.4% claim value,
8 points on quality of judicial processes

Registering property  51.84
8 procedures, 56 days, 12.7% income per capita,

23 points on quality of land administration

Best of Belgium
Potential score (0-100)

Dealing with construction permits
9 procedures (Brussels), 152.5 days (Antwerp),

81.80

0.1% warehouse value (Bruges, Ghent),

12 points on building quality control (all cities)

Getting electricity

76.07

6 procedures (all cities), 120 days (Ghent),
109.8% income per capita (Antwerp, Bruges, Ghent),

8 points on reliability of supply (Antwerp, Bruges, Brussels, Ghent)

313 days (Namur), 11.3% claim value (Namur),
8 points on quality of judicial processes (all cities)

58.52

Registering property

8 procedures (all cities), 35 days (Bruges, Ghent),
10.2% income per capita (Antwerp, Bruges, Ghent),
23 points on quality of land administration (all cities)

Source: Subnational Doing Business and Doing Business databases.

Note: The starting a business indicator is not represented in the figure as the process is homogeneous nationwide. As represented by Brussels, Belgium scores 87.7 for the ease of
starting a business. Data for Brussels are not considered official until published in the Doing Business 2021 report.

to obtain an electricity connection to
that of Ghent (120 days) and the cost to
that of Flanders (109.8% of income per
capita), Belgium's score for the ease of
getting electricity would improve by 5.6
points (from 76.07 currently). Finally, by
reducing the time to transfer property
to 35 days, as in Bruges and Ghent, and
the cost to 10.2% of income per capita,
as in Flanders, Belgium’'s global score
would improve by 6.7 points from 51.84
to 58.52.

Belgium could also look to other EU
member states and international
best practices to improve its
business environment

Belgium would continue to lag most
other EU member states even after
adopting the good practices identified at
the subnational level in starting a busi-
ness, getting electricity, and registering
property. Looking at good practices else-
where in the European Union and globally
can boost Belgium's competitiveness on
these indicators.

In addition to having a single identifica-
tion number, economies with the most
efficient business registration systems
use a single electronic interface between
the user and authorities and a central,
interoperable database linking the relevant
agencies. Belgium should continue its
efforts to achieve interoperability across
administrations and move toward a single
interface connecting the entrepreneur
with all agencies. In Luxembourg, the
notary can file the required information
to register a company through the one-
stop-shop (Guichet.lu.). In a single inter-
action, the notary registers the articles of
association with the tax administration,
files for both value-added tax (VAT) and
social security, enters the company in
the Trade and Companies Registry, and
files the ultimate beneficial owner (UBO)
information with the Registry of Beneficial
Owners. Belgium could reduce the cost
of its business startup process by giving
entrepreneurs access to the business reg-
istration system to file the incorporation
act themselves.

The Belgian authorities and utilities could
create an online platform similar to that
of the French distribution utility, Enedis,
to streamline the process of getting
electricity. Since Enedis adopted both
externally and internally facing platforms
in 2017, the time to obtain a connection
has decreased by nearly three weeks.
Externally, customers use the online
portal to submit connection requests
along with all supporting documenta-
tion. Internally, Enedis implemented
a unified data management solution,
Unified Data Architecture

allowing both the customer

Teradata's
(UDA),
service department and the new connec-
tion department to receive and process
connection requests. The UDA facilitates
the internal tracking of applications,
speeding the electrical engineer's analy-
sis and allowing them to respond faster
to clients. It also allows the connection
department to assign the external works
to engineers in a more efficient manner.
Belgium could also expedite the process
of getting a simple electricity connection
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by defining requirements and legal time
limits based on project complexity. In
the Netherlands, the Municipality of
Enschede differentiates between two
categories of works on public domain
based on the connection length.

Belgium has room for substantial efficien-
cy improvements in property registration.
Belgium could emulate lItaly, where the
land registry and cadaster databases are
connected, allowing notaries to conduct
both the title search and the cadastral
search in a single step. Belgium could
assess the possibility of making a one-
stop-shop available to notaries through
which they could obtain the mortgage
certificate, the cadastral excerpt, and
the tax certificates. Belgium could also
perform revenue impact studies and tax
simulations to assess whether the prop-
erty transfer tax rate can be reduced in a
revenue-neutral way. Greece reduced its
property tax from 10% of the property val-
ue to 3%, and Slovakia stopped levying tax
on property transfers altogether. Property
purchases are subject only to VAT, income
tax, and a yearly municipal tax.

TABLE 3.3

Although Belgium scores relatively well
in construction permitting and contract
enforcement, replicating international good
practices and digitalizing additional ser-
vices could be beneficial (box 3.1). Creating
or enhancing a digital construction permit-
ting platform—to include a centralized
repository of relevant legislation—would
reduce the time to deal with construction
permits. Belgium could also consider
introducing risk-based inspections, which
could streamline the construction permit-
ting process and allow municipalities and
builders to allocate resources where they
are most needed, making the process faster
and more efficient without compromis-
ing safety. In the European Union's best
performer, Denmark, no preconstruction
clearances are required, and builders can
complete the construction permit applica-
tion entirely online.

Belgium would also benefit from incorpo-
rating more automation in its court sys-
tem to connect judges and other users.
Belgian policy makers could follow the
example of jurisdictions with advanced
court systems, including Austria, Canada,

Opportunities for regulatory improvement in Belgian cities

the United Kingdom, and the Republic of
Korea. Korea's comprehensive e-court
system allows judges to adjudicate up
to 3,000 cases a year and hear up to
100 pleas a month. Austria’s integrated
system is comprehensive, and most
of its functions are available to both
judges and lawyers. Most processes are
at least semi-automated, including the
generation of court orders. Austria offers
a model of how to develop such a system.
The Austrian Ministry of Justice took
a gradual approach and developed its
case management system in collabora-
tion with stakeholders, including judicial
officers and external users, to ensure that
the system meets their needs.

Relevant ministries, agencies and other stakeholders*
Regulatory
area Good practices National level Local/regional level
Starting a Allow for automatic verification of the proposed company name o Federal Public Service (FPS) o Accredited business counter or
business : : : ) : Economy, SMEs, Self-Employed one-stop shop (0SS)
tMhakbe third-party th).lvemer;t optional and provide public access to and Energy o Accredited social service
€ DusIness registration system o (rossroads Bank for Enterprises provider
Continue simplifying and streamlining postincorporation requirements | ® FPS Finance * Local tax office
at0ss o General Administration of Taxes | ® Company Court registry
Create a single electronic interface for starting a business * UBO register ® Insurance company
o FPS Justice o Royal Association of
« Royal Federation of Belgian Accountants and Bookkeepers
Notaries (FEDNOT) of Belgium
Belgian Official Gazette o Institute for Tax Advisors and
. . . ) Accountants
National Social Security Office
Labor Inspectorate
Dealing with | Streamline preconstruction requirements and consolidate permitting Administration for Measurements | ® Regional governments
;Z?rsntirtt;ction legislation and Assessments (Cadaster) o Local municipalities
Improve coordination among agencies involved in the water and * Assodiations of Cities and
sewage connections process Municipalities
- ) . e Engineers and Architects
Introduce and improve electronic permitting systems Associations
Consider introducing risk-based inspections * Fire Department
Improve regulatory expertise in collaboration with the private sector
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TABLE 3.3

Opportunities for regulatory improvement in Belgian cities (continued)

DOING BUSINESS IN BELGIUM

Relevant ministries, agencies and other stakeholders*

Regulatory
area Good practices National level Local/regional level
Getting Streamline the approvals process for getting electricity o Commission for Electricity and Gas | e Electricity distribution utilities
electricity Regulation (CREG) L :
Introduce strict legal time limits for completing external connection works * Electricity suppliers .
* Brussels Regulatory Commission
Increase transparency and accountability by collecting and publishing for the Gas and Electricity
statistics Markets (BRUGEL)
; ; : : T o Flemish Regulator of the
Allow electrical suppliers to submit new connection applications Electricity and Gas Market
. - - . ) (VREG)
Review the cost of obtaining a new electricity connection and provide -
the option to pay connection fees in installments * Walloon Energy Commission
(CWaPE)
Replace third-party certifications with compliance self-certification o Local municipalities
Improve the reliability of electricity supply * Local police departments
e Engineers Associations
o Associations of Cities and
Municipalities
Registering | Fully implement existing regulation enabling notaries to obtain the o Administration for Measurements | e Office of Legal Security
property mortgage certificates online and As'sessr.nents (Cadaster) . o Local municipalities
Assess the possibility of streamlining and fully digitalizing notary ‘ Admlnlstratloh of Legal Secunty * Flemish tax administration
interactions with FPS Finance * Royal Federation of Belgian (VLABEL)
Notaries (FEDNOT)
Reduce the time to get the municipal zoning certificate o General Administration of Taxes
Assess the feasibility of lowering registration taxes for property * FPS Finance
transfers o FPS Justice
Consider introducing a fast-track procedure for the transcription of
the notarial act for an extra fee
Increase transparency by publishing the list of documents required to
complete property transfers and official statistics on land transactions
Increase the transparency of the land administration system by
collecting and compiling statistics on land disputes for each
applicable local court
Introduce publicly available and binding service delivery standards for
all services provided by the Office of Legal Security and Cadaster
Establish a compensation mechanism to cover losses incurred by
parties who engage in good faith property transactions
Consider setting up a separate and specific mechanism to handle
complaints regarding property mapping at the Cadaster
Enforcing Expand the use of virtual hearings and electronic document filing o FPS Justice o local commercial courts
contracts

Introduce more e-features in courts, especially for commercial
litigation and small claims

Optimize the electronic case management system for judges and lawyers

Set legal limits on the granting of adjournments

Encourage alternative dispute resolution

*The list includes the main ministries and agencies relevant to each regulatory area, but other might also be implicated.
Note: All good practices are detailed at the end of the respective indicator section.
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BOX 3.1 Digitalization of the business environment in Belgium—the road ahead

Periods of remote work during the COVID-19 lockdown highlighted the importance of digital platforms and solutions in Belgium's
business environment. As in-person interactions became more challenging, the federal and regional governments adopted new
measures to expand these platforms.

A new law, adopted in April 2020, included provisions governing the notarial profession.? Before the lockdown, the notarial act
establishing a company or authenticating the act of sale had to be carried out in person with the parties involved. The new law al-
lows this to take place remotely via videoconference. The parties no longer have to appear in person before the notary to execute
a power of attorney or the notarial act for which a power of attorney is granted. Despite the economic impact of COVID-19, in
2020 entrepreneurs created 2,342 limited liability companies across the Belgian cities benchmarked, only six fewer companies
than in 2019.

Some regions used digital tools for construction permitting and getting electricity before the pandemic; others adapted as
the crisis unfolded. Flanders implemented a digital platform on January 1, 2018, encompassing several environmental permits
(omgevingsvergunningen), including those for construction in all Flemish municipalities; paper-based permit applications are
only available in exceptional cases. Brussels began a phased rollout of its permitting platform in December 2020, which will
include construction permits. The platform is currently available for use by different Brussels-area municipalities and several
Brussels-based companies. Wallonia has yet to announce a digitalization plan.©

Brussels has already taken steps to consolidate the necessary approvals into a single authorization to obtain a new electricity
connection. Through the Osiris platform created in 2014, the distribution utility coordinates excavation works with other service
utilities and fulfills the requirements to start the works. Online platforms in other cities allow users to obtain only some of the
required authorizations. For example, in Charleroi, Liege, and Namur, users manage worksite coordination and obtain road open-
ing authorization through the Powalco platform. The GIPOD platform in Antwerp, Bruges, and Ghent is used only for worksite
coordination purposes.

Belgium's judiciary has also increased its use of electronic technology during the pandemic. Several temporary measures, includ-
ing the electronic filing of complaints and using videoconference technology for hearings, were extended in May 2020.¢ These
measures have increased court efficiency while maintaining public access to justice.

Permanently adopting and enhancing electronic platforms would streamline Belgium’s business environment and minimize the
impact of future external disruptions. Local and regional authorities will need to engage in peer-to-peer learning and strengthen
their commitment to reform to complete Belgium'’s digital transformation.

a. The law of April 30, 2020 containing various provisions on justice and the notarial profession in the context of the fight against the spread of the
coronavirus COVID-19 entered into force on May 4, 2020 (http://www.ejustice.just.fgov.be/eli/wet/2020/04,/30/2020041028/justel).

According to March 2021 statistics from the Federal Public Service (FPS) Economy, SMEs, Self-Employed and Energy.

o o

The platforms of the Flemish Region and Brussels-Capital Region are available at https://omgevingsloket.be/ and https:/mypermit.urban.brussels/,
respectively. In Wallonia, the 2019-24 Digital Wallonia strategy includes an initiative, Construction 4.0, to incentivize the digitalization of the
construction industry. In collaboration with the Walloon Construction Federation, the initiative focuses on the digitalization of Walloon construction
activities. The project does not include the digitalization of construction-related public sector offices. For more information, see
https://www.digitalwallonia.be/en.

. Act of May 20, 2020 (Belgian Official Gazette May 29, 2020). http://www.ejustice just.fgov.be.kuleuven.ezproxy.kuleuven.be/mopdf/2020/05/29_1
.pdf#Page9. Also see Act of July 31, 2020, containing various emergency provisions on justice, Belgian Official Gazette August 7, 2020.

a
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Starting a Business

Starting a business is uniform
across all cities and regions

The Belgian Code of Companies and
Associations (BCCA) governs company
incorporation nationally. This version of
the Company Code, which entered into
force on May 1, 2019, introduced several
changes to increase flexibility for Belgian
entrepreneurs, including a company struc-
ture with no minimum capital requirement.

Belgium's regional governments set and
enforce laws and regulations governing
business incentives, environmental regu-
lations, and land zoning. Depending on the
type of activity that the company carries
out and its environmental impact, entre-
preneurs may need to apply for permits or
request additional authorizations from the
municipality or provincial government.’
These requirements do not apply to the
Doing Business case study scenario.®

The process of starting a business in
Belgium is uniform across regions owing

to the use of online systems, federal-
level monitoring of one-stop shops (OSS,
guichet d'entreprises/ondernemingsloket),
and exemptions for certain SMEs from
most local permits or approvals. More
than half of the procedures to start a busi-
ness—five out of eight in total—can be
completed electronically in 0.5 days,° while
two procedures can be completed within a
day (figure 3.4). The exception is finalizing
the registration with the Crossroads Bank
for Enterprises (CBE) and registering for
VAT at an accredited business counter or
OSS. This step takes two days due to the
various formalities performed (company
activity and business unit registration, skills
verification, and the company’s and direc-
tors' social insurance fund affiliation).

More than three-quarters (77%) of the
cost to start a business in Belgium is
attributable to notary fees and various
other notarial charges, including admin-
istrative costs (figure 3.5).

DOING BUSINESS IN BELGIUM

The fees charged by the notary to create
the notarial act—determined based on
the amount of share capital— are calcu-
lated using the same formula across the
country.'©

Of the Belgian cities benchmarked,
only Ghent reimburses the business
registration fee paid to the OSS for CBE
company registration. This fee is fixed
by Royal Decree and
year. New enterprises of any size can
request fee reimbursement from the
support point for Entrepreneurs in Ghent
(Ondersteuningspunt Ondernemers Gent,
00G)."

indexed every

Starting a business in Belgium is
faster than the EU average, but
there is room for improvement on
procedural complexity and cost
Entrepreneurs complete eight procedures,
wait 6.5 days, and pay the equivalent of
5.1% of income per capita to start a busi-
ness in the Belgian cities benchmarked.

FIGURE 3.4 Starting a business takes less than a week in Belgium

Time Cost (% of
(days) income per capita)
8 6
Cost
7 Cost 5.1%
0
48% Total time 6.5 days 5
6
] :
5
4 3
3
2
2
1
| ]
0 0
Verify Deposit financial ~ File notarial ~ Finalize company Register Register as Undersign File labor
company planandsign  actand obtain  registration UBOs employerand  insurance for regulations
name notarial act company and register file “Dimona In”  work-related
number for VAT statements accidents

Less than one day (online procedure)

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.
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FIGURE 3.5 Notary costs account for the bulk of startup expenses in Belgium

Notary costs:
77.4%

Business registration fee (CBE): 4.2%
VAT registration service fee (0SS): 2.6%

Registration duty: 2.4%
Written documents: 4.5%

——— Publication cost - Belgian Official Gazette: 9.0%

Source: Subnational Doing Business and Doing Business databases.

Note: "Written documents” refers to a flat-rate tax paid to the government on every notarial act. “Registration duty”
refers to company registration-related fees paid to FPS Finance (Administration of the Cadaster, Registration and
Domains). The data are rounded up to one decimal point. Data for Brussels are not considered official until published in

the Doing Business 2021 report.

Starting a business in Belgium involves
two more procedures and is nearly
twice as expensive as the EU average
but takes about half the time (figure
3.6).” Within the European Union, only
Austria, the Czech Republic, and Germany
(all with nine procedures) have more
complex processes than Belgium. In
contrast, an entrepreneur in the EU's
best-performing economies on procedural

complexity—Estonia, Finland, Greece,
and Slovenia—can start a business in just
three steps. At 51% of income per capita,
Belgium'’s business startup process is also
among the European Union's most expen-
sive, surpassed only by Croatia, Cyprus,
Germany, Italy, Malta, and Poland.

Belgium eliminated the paid-in minimum
capital requirement in 2079, joining five

other EU member states and 120 Doing
Business economies worldwide with no
such requirement. Six EU states require a
deposit of less than 0.1% of income per
capita.®

How does an entrepreneur start
a business in Belgium?
Entrepreneurs across Belgium complete
the same eight procedural steps to start
a limited liability company (LLC) (Société
a Responsabilité Limitée (SRL)/Besloten
Vennootschap (BV)) (figure 3.7). They
must use the services of a notary to
complete the registration process. First,
entrepreneurs or someone acting on their
behalf (such as a notary) check the avail-
ability and appropriateness of the com-
pany name. Second, the notary draws up
the notarial act. For the act to be drawn
up, the founders submit a detailed finan-
cial plan as proof of sufficient initial equity
to carry out the firm's planned activities.
The notarial act is then signed in person
by the founders or their representative
and the notary. The authorities have
allowed a digital identification procedure

FIGURE 3.6 Starting a business in Belgium is faster but more expensive and complex than the EU average

Procedures
(number)

1 —
2 —

4 member states*
(EU best)—3 —

France, Luxembourg,
Netherlands —5 —

EU average
6 —|

8 — All 7 Belgian cities

Austria, Czech
Republic, Germany —9 —

Time
(days)

1 —

France, Greece
(EU best)

All 7 Belgian cities
Netherlands
10 —|

EU average
Germany — |

Luxembourg

20 —

25 —

30

35 —
Poland

40 -

Cost
(% of income per capita)

Slovenia (EU best) —0 —

France
1 -

Luxembourg

EU average

Netherlands

All 7 Belgian cities

Germany

13

Italy 14 —

Source: Subnational Doing Business and Doing Business databases.

Note: EU averages use economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Brussels, EU averages, and EU comparator economies are not considered official until published in the Doing Business 2021 report.

* Estonia, Finland, Greece, Slovenia.
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FIGURE 3.7 How does the business registration process work in Belgium?

PROCEDURE

AGENCY

Preregistration

i 1. Verify company name

2. Deposit financial plan and sign notarial act

Crossroads Bank for Enterprises
(FPS Economy)

Notary

Registration

QO 3. File notarial act and obtain company number
(via eNotariat)

Crossroads Bank for Enterprises ———»
(FPS Economy)

Postregistration

4. Finalize company incorporation and register for VAT

5. Register ultimate beneficial owners

6. Register as employer and file "Dimona In" statements*

7. Undersign insurance for work-related accidents®

8. File labor regulations™®

* Simultaneous with previous procedure

One-stop shop

UBO register

National Social Security Office
Insurance company

Labor Inspectorate

eNotariat

—> GERED) —> FPS Finance

FPS Justice
Electronic
registry of the
Company Court

FPS Economy
Crossroads Bank
for Enterprises

L eDepot &=
Belgian
Official
Gazette

Articles of
Association
database

@ Notary
Government agency

Source: Subnational Doing Business and Doing Business databases.

Note: Under article 2:6 paragraph 1 of the Company Code, a company acquires legal personality after the notary submits the notarial act to the Company Court. Data for Brussels are
not considered official until published in the Doing Business 2021 report.

for powers of attorney—enacted in
response to the COVID-19 pandemic—
since May 4, 2020. As such, the notary
and company founders can now sign an
authentic digital power of attorney via
videoconference (box 3.2).

The third step in the company registra-
tion process is filing the notarial act to
register the company and obtain the
company number. The notarial act can be
submitted physically or electronically via
the eDepot system, accessible through
the eNotariat portal.® If submitted in
paper form, the Company Court registry
clerk enters the company's identification
data manually into the CBE, which auto-
matically grants the company number.
The CBE, the central business register
operated by the FPS Economy, SMEs,
Self-Employed and Energy, contains basic
data on companies and their business
units. Most notaries in Belgium use eDe-
pot, which is faster and more convenient
than submitting the notarial act in paper
form. Across the Belgian cities bench-
marked, 98% of LLCs are registered
electronically through eDepot.® The
eDepot system allows notaries to file the
notarial act with CBE (for company reg-
istration and the company number), the

Company Court's electronic registry (to
add the extract of the notarial act to the
official register), and the Belgian Official
Gazette (for the official publication of the
extract). Since May 2019, notaries can
also use eDepot to file the company's
articles of association with the Articles
of Association Database (Base de don-
nées des statuts/Statutendatabank).” To
comply with fiscal requirements, notaries
also file a certified copy of the notarial act
with FPS Finance via eRegistration, which
is also part of the eNotariat portal.

Once the notarial act is registered with
CBE, the notary immediately obtains
the company number electronically and
shares it with the entrepreneur either in
person or by email. The company number
is a unigue identification number used to
identify the company with the various
administrations.

In the fourth step in the startup process,
the OSS checks whether the com-
pany meets the legal requirements for its
intended activity and finalizes registration
in the CBE database. In Belgium, federally
accredited private organizations operate
the OSS system, which offers one-stop
access to mandatory public services like

registering the company activity and
business units with the CBE database and
verifying the founders’ business manage-
ment skills. In Wallonia and the Brussels-
Capital Region, founders must prove that
they have the necessary management
knowledge and professional competence
for certain activities. Flanders eliminated
these requirements on September 1,
2018, and January 1, 2019, respectively.
Companies and directors in Belgium
must be affiliated with a social insurance
fund;” this can also be arranged through
the OSS.

The entrepreneur then completes VAT
registration by requesting the activation
of the company number as the VAT num-
ber.® This can be done directly with the
local tax office, through the OSS, or with
an accountant’s assistance. Most entre-
preneurs prefer the OSS approach—they
can finalize company registration with
the CBE and submit the VAT identifica-
tion request form (Form 604A) in one
trip. The OSS submits the VAT form on
behalf of the entrepreneur to the local tax
office using the E604 electronic system.
This local office will inform the company
of the activation via registered mail. There
is no need to wait for the letter; they can
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BOX 3.2 Digital notary services and electronic means of communication during COVID-19

Entrepreneurs can register their LLC online in Belgium, but only with the assistance of a notary. Only notaries can access the
eDepot system to deposit the electronic notarial act to the relevant administrative databases. Entrepreneurs or their appointed
representatives must appear in person before the notary to sign the notarial act for company incorporation.

During the COVID-19 pandemic, Belgium enacted a new law? allowing company founders to sign an authentic digital power of
attorney online. Notaries can now check identities remotely via videoconference through two means of electronic identifica-
tion—the Belgian electronic identity card (e-ID) or the Itsme application—to execute and sign the notarial act.

Entrepreneurs were restricted from using
the OSS in person to prevent the spread of
COVID-19. Although some OSS opened for pre-
scheduled appointments, most OSS preferred
providing client services by telephone, online,
or via videoconference. Meanwhile, insurance
companies in Belgium report only a slight shift
toward a lower degree of interpersonal inter-
action, since their client contacts took place
primarily by email or telephone before the
pandemic.

Despite the economic impact of COVID-19, en-
trepreneurs created 2,342 LLCs across the sev-
en Belgian cities benchmarked in 2020, only six
fewer companies than in 2019 (figure B 3.2.1).

Belgium's legislative efforts to combat COVID-19
have brought the process of starting a business
a step closer to being fully online. However, the
country still requires all parties to appear before
a notary via videoconference.

FIGURE B 3.2.1  Firm creation was stable in 2020 despite the pandemic

LLCs registered (number)
800
700

600

500
400
300
200
100 I I
. i n

Brussels ~ Ghent  Antwerp Liege Bruges  Charleroi ~ Namur

M January-December (2019) January-December (2020)

Source: Subnational Doing Business using statistics from FPS Economy, SMEs, Self-Employed and Energy.

a. The law of April 30, 2020 containing various provisions on justice and the notarial profession in the context of the fight against the spread of the
coronavirus COVID-19 entered into force on May 4, 2020 (http://www.ejustice.just.fgov.be/eli/wet/2020/04,/30/2020041028/justel).

b. Statistics provided by FPS Economy, SMEs, Self-Employed and Energy statistics in March 2021.

confirm the activation of the company's
VAT number by calling the local office or
checking the CBE database. Currently,
only OSSs and tax offices have access to
the E604 electronic system. The Belgian
government has floated the idea of allow-
ing tax accountants and companies to
submit Form 604A electronically using
MyMinfin, an FPS Finance application.
The aim is to reduce the use of paper
forms and develop digital services.
Currently, companies must submit all
their VAT returns electronically using the
Intervat application.”

The fifth procedure is registering the
company's ultimate beneficial own-
ers (UBOs) with the UBO register.

Registration is completed through the
MyMinfin  platform—either by the
company'’s legal representative or a third
party—or eStox, a digital tool used by
notaries, accountants, and tax advisors.
Most entrepreneurs use MyMinfin 2°

The company then registers as an
employer with the National Social
Security Office (NSSO) using WIDE,”!
an online service. Firms must also
immediately file a declaration for each
employee via Dimona (Déclaration
IMmédiate ONmiddellijke Aangifte), an
electronic notification system used by
entrepreneurs to register new employees
with the NSSO. Firms then obtain insur-
ance directly from an insurance company

to cover work-related accidents. Finally,
entrepreneurs file the company's labor
regulations with the Labor Inspectorate??
electronically by email or—more recent-
ly—online using a web-based application
(introduced in May 2019).%

Belgium has carried out reforms aimed
at improving the business environment
since 2003 (box 3.3). Some of these
improvements have had a direct impact
on indicators measured by Doing Business.
Although key steps have been taken to
make starting a business more efficient,
the process continues to lag regional
good practice.
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BOX 3.3 Regulatory reforms have made starting a business easier in Belgium

Over the past two decades, Belgium has enacted regulatory reforms to enhance its business environment. In 2003, Belgium
established the OSS system and created the CBE, both run by FPS Economy, SMEs, Self-Employed and Energy. A centralized
database and business register, the CBE simplified company identification and registration by storing basic company data in one
place and making it available to the public and other public sector administrations (mainly FPS Finance, FPS Justice, and the
NSSO). The CBE replaced the databases of administrations such as the former national register of legal entities and the former
trade register. Thanks to the CBE, each company is assigned a unique identification number, allowing authorities to access infor-
mation on companies in real-time.

One-stop shops are private organizations accredited, inspected, and monitored at the federal level, responsible for registering a
company's activities and business units in the CBE database. Across the country, OSSs offer entrepreneurs additional services
outside of this legal mandate, such as registering for VAT, registering with the social insurance fund, and applying for permits,
allowing them to complete various administrative formalities in one location. Before July 1, 2003, entrepreneurs had to visit
multiple administrations to complete these formalities. Within the framework of the EU Services Directive, in 2009 OSSs were
given the task of being the Point of Single Contact for entrepreneurs in Belgium.

The introduction of the eDepot system in 2005 allowed notaries to achieve in one electronic transaction what previously took
three paper-based steps. The eDepot system allows notaries to file the notarial act and incorporation documents electronically,
triggering automatic registration in the electronic registry of the Company Court and CBE database as well as publication in the
Belgian Official Gazette. The use of eDepot reduced the time to start a business in Belgium by 21 days, thereby raising its score
for starting a business as measured by Doing Business (figure B 3.3.1).

FIGURE B 3.3.1  Reforms have improved Belgium’s score for starting a business

Starting a business score (0-100)
100
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—— Score procedures Score time ~——— Score cost Score paid-in-minimum capital

Source: Subnational Doing Business and Doing Business databases.

Note: The score is normalized to range from 0 to 100 (the higher the score, the better). For details on the scores, please refer to the data notes. Between Doing Business
2004 and Doing Business 2021, Belgium recorded four positive business reforms on the Doing Business starting a business indicator set. In Doing Business 2005, Belgium
made starting a business easier by creating single access points for entrepreneurs; in Doing Business 2007, Belgium halved startup costs by abolishing the registration fee
and also piloted online registration; in Doing Business 2008, Belgium made an electronic registration and publication system available to all notaries; in Doing Business
2020, Belgium eliminated the paid-in minimum capital requirement. Data for Brussels are not considered official until published in the Doing Business 2021 report.

More recently, in 2019, the BCCA introduced major changes to Belgium’s existing legal framework for businesses, stream-
lining the types of companies into fewer categories. The BCCA introduced a flexible private LLC (the BV/SRL, replacing the
BVBA/SPRL) and eliminated the requirement that entrepreneurs deposit EUR 6,200 in cash as paid-in minimum capital upon
incorporation.
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BOX 3.3 Regulatory reforms have made starting a business easier in Belgium (continued)

As part of its process to simplify business startup, Belgium is gradually implementing electronic platforms for some procedures,
facilitating interactions between entrepreneurs and public agencies, and enhancing access to information and quality data. In
May 2019, FPS Labor allowed the electronic filing of company labor regulations with the Labor Inspectorate. Previously, entre-
preneurs had to submit the document to the regional directorate either via post or through email. Since May 2019, entrepreneurs
can consult all versions of the articles of association of companies resulting from notarial acts executed in Belgium online and
free of charge.? The consolidated articles of association of all companies incorporated by notarial act drawn up prior to May 2019
are available for consultation in person at the registry of the Company Court.?

a. These can be accessed through the website, available at https://statuten.notaris.be/costa_vl/enterprises/search.

b. Fednot (Royal Federation of Belgian Notaries). 2019. “The online statutes database: get your statutes to hand faster.” May 27. http://nl.enot.be/nieuws
-pers/detail/de-online-statutendatabank-sneller-je-statuten-bij-de-hand.

WHAT CAN BE IMPROVED?

Allow for automatic verification of
the proposed company name

While the legal responsibility for check-
ing the availability of a company name
falls to the entrepreneur,® notaries in
Belgium have the legal duty to inform
entrepreneurs, prior to company incor-
poration, of their legal rights, obligations,
and burdens and to give advice, including
on the desired company name. Thus,
it is common practice for notaries to
check the availability and admissibility
of the proposed company name and to
ensure its compliance with minimum
legal requirements. Notaries use several
sources to check the name, including the
Official Gazette and the CBE's public
search web service, to avoid any poten-
tial discrepancies. Once the notary
submits the notarial act to the CBE, no
further verification of the accuracy of the
company'’s incorporation documents is
performed. Centralizing the publication
of a company's information, including
the notarial act, into a single electronic
database would reduce errors and dis-
crepancies and allow entrepreneurs—
rather than the notary—to verify that the
proposed company’s name complies with
legal requirements for registration.

Various economies worldwide have rede-
signed the registration process to allow for
the automatic verification of the proposed
company name upon submission of the

company registration application. In the
early 2000s, Australia, Canada, and the
United States introduced clear rules to
determine whether proposed company
names were identical or similar to existing
companies or required specific consent.
This approach allows for the automatic
rejection or acceptance of the company
name at the time of registration, increas-
ing both transparency and efficiency in
name clearance and company registration.
Some economies allow entrepreneurs to
choose from a list of preapproved com-
pany names. In Portugal, entrepreneurs
can choose from a list on the business reg-
istry's website? and register the company
through a single contact point, Empresa
na Hora.?® In Estonia, entrepreneurs can
check the proposed company name online
using the E-Business Register?” which
accesses county court registry databases
and displays real-time data on all legal
persons registered in Estonia. In the
United Kingdom, the online registration
website alerts entrepreneurs if the desired
company name cannot be used and
provides guidance for choosing another
company name.?

Make third-party involvement
optional and provide public access to
the business registration system
Starting a private LLC in Belgium costs
the entrepreneur the equivalent of 51%
of income per capita. This process is more
expensive in only six other EU member
states. In Belgium, the bulk of the cost to
start a business stems from hiring a notary

to establish a company. Notaries also play
a central role in the business startup pro-
cess in other EU member states; however,
notary fees there are a fraction of those
in Belgium. For example, in the Czech
Republic, entrepreneurs starting a simple
LLC pay a fee of CZK 2,000 (approxi-
mately EUR 77) to draft and notarize the
articles of association.

Entrepreneurs in Belgium also pay a fee
(equivalent to 9% of the total cost) to
publish the extract of the notarial act
in the Official Gazette. The notary col-
lects the payment and transfers it to the
Official Gazette. In many EU member
states, the business register manages the
publication of the extract at no cost to the
company. Belgium could follow this good
practice and centralize the publication of
the extract at one site, such as the CBE
business registry. Doing so would elimi-
nate the costs associated with multiple
transmissions of the same information
from one authority to another, resulting
in lower administrative costs and publi-
cation fees.

The Belgian authorities could also
reduce the cost of starting a business by
introducing standardized incorporation
documents for private LLCs. In the case of
simple corporate structures, standardiza-
tion could facilitate automatic information
validation. The authorities could also
allow the public to access the business
registration system, thereby allowing
entrepreneurs to file the incorporation
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act themselves. Belgium has piloted a
approach—nonprofit
tions and other legal entities constituted
through private acts?® can register using
an online portal (e-Greffe/e-Griffie).*
Larger companies with more complex

similar associa-

structures and special requirements could
continue soliciting the services of third-
party professionals and using customized
incorporation documents.

Other economies have shown that requir-
ing businesses to use legal services for
registration is not necessary to ensure
accuracy and compliance with the law,
particularly for simpler businesses, such
as partnerships and LLCs. Globally, the
assistance of third-party agents for start-
ing a business is mandatory in less than
half of the economies measured by Doing
Business (figure 3.8). Across regions, the
overall cost of starting a business is lower
in economies with no third-party involve-
ment.*' Third-party agents are not required

in the 10 EU countries with the lowest cost
to start a business.? Entrepreneurs pay no
fees when using SPOT,* Slovenia’s elec-
tronic one-stop shop, to start a simple LLC.
This procedure makes use of standardized
electronic articles of association and can
be used by both single-member LLCs
(one founder) and multi-member LLCs
(several founders). Portugal successfully
made third-party involvement optional
for companies using registry-provided
standard incorporation documents.®*

Continue simplifying and
streamlining postincorporation
requirements at 0SS

The authorities have made progress in
consolidating several postincorporation
requirements to start a business using
the country's accredited one-stop shop
system,*> but more remains to be done.
Most entrepreneurs register for VAT
purposes and request affiliation with the
social insurance fund at the OSS while

DOING BUSINESS IN BELGIUM

finalizing company registration with the
CBE. Only Partena and Securex offer all
five postregistration procedures, includ-
ing UBO registration (table 3.4).2® Most
entrepreneurs either complete UBO
registration electronically or delegate
the task to a lawyer or accountant work-
ing on their behalf. Except for Eunomia,
an independent one-stop shop, all
other OSSs partner with a social service
provider (secretariat social/sociaal sec-
retariaat)® offering services for the final
three postregistration requirements.?®
Most entrepreneurs shop around as
they can choose among multiple social
service providers—partnered with an
OSS or not—that provide guidance and
support with payroll processing require-
ments. Integrating the services offered
by OSS and social service providers to
postregistration procedures
with a single agency would make the
process of starting a business more
efficient.

cover all

FIGURE 3.8 Starting a business costs more in economies with third-party involvement

Total cost to start a business (% of income per capita)
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Source: Subnational Doing Business and Doing Business databases.

Note: Values for Austria, Belgium, and the Netherlands are based on data for the cities benchmarked in this report; other EU member states are represented by their capital city as
measured by Doing Business. Data for Brussels, EU average, and EU comparator economies are not considered official until published in the Doing Business 2021 report.
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TABLE 3.4 Not all 0SSs and their partner social service providers offer all postregistration services

Services offered Acerta Eunomia | Formalis Liantis Partena Securex Ucm Xerius
Finalize company incorporation, register for VAT and v v v v v v v v
affiliate to a social insurance fund through the 0SS
Register ultimate beneficial owners with the UBO register v v
Register with the National Social Security Office and file 4 v v v v v v
"Dimona In" statements*
Undersign insurance for work-related accidents with v v v v v v v
insurance company™*
Draft labor regulations for Labor Inspectorate™ v v v v v v v
Locations served - Antwerp - Antwerp | - Antwerp | - Antwerp | - Antwerp - Antwerp
- Bruges - Bruges - Bruges - Bruges - Bruges
- Brussels | - Brussels | - Brussels | - Brussels | - Brussels | - Brussels | - Brussels | - Brussels
- Charleroi - Charleroi - Charleroi | - Charleroi | - Charleroi
- Ghent - Ghent - Ghent - Ghent - Ghent - Ghent - Ghent
- Liege - Liege - Liege - Liege - Liege - Liege
- Namur - Namur - Namur - Namur - Namur - Namur

Source: Subnational Doing Business based on 0SS representatives and websites.

* Service executed by social service provider

** Services usually offered by social service providers but executed by an external partner of the organization, such as an insurance company

Authorities could also review whether
they could streamline business incor-
poration by merging several existing
postregistration steps with the step of
finalizing company registration in the
CBE. In Belgium and eight other EU
member states* entrepreneurs, their
representatives, or a third-party must
separately register or report their benefi-
cial owners to the UBO register, thereby
adding an additional procedure. In other
European economies, this information
is submitted during incorporation. In
Austria, for example, once a company like
the one in the Doing Business case study
is registered, all relevant data regarding
the beneficial owner is transferred auto-
matically from the commercial registry
to the UBO register; therefore, it does
not constitute a separate procedure. In
Germany, if the entrepreneur files all
relevant information with the company
register, they are not required to file the
beneficial ownership structure sepa-
rately with the Transparency Register. In
Estonia, UBO information is submitted
through the company portal as part of
company registration in the Commercial
Register. In Luxembourg, the notary can
file UBO registration online with the
Register of Beneficial Owners at the
same time as submitting the company
registration.

Belgian entrepreneurs must file work
regulations with the Labor Inspectorate
within eight days of their entry into force.
Other EU member states have stream-
lined postregistration formalities. In the
Netherlands, companies have a month
from the start of employment to provide
employees with a contract outlining all
aspects of the employment agreement;
there is no requirement to formalize the
contract with a government agency.“®
In Denmark, simply reporting a wage
payment for the first time notifies the
authorities that the business has become
an employer; no further formalities are
required.

The process of starting a business could
also be simplified for SMEs in Wallonia
and the Brussels-Capital Region by
eliminating the requirements that
founders prove their management skills
and professional competence. Flanders
eliminated these requirements starting
in 2018 and is in line with global good
practices.

Create a single electronic interface
for starting a business

Belgium has successfully created a
unique identification number for compa-
nies, reducing the administrative burden
of submitting the same information to

multiple agencies for company identifica-
tion. However, entrepreneurs still must
interact with seven separate agencies to
start a business. In addition to a single
identification number, economies with
the most efficient business registration
systems also have single electronic inter-
faces to facilitate interactions between
the user and the authorities as well as
central, interoperable databases for the
relevant agencies. A single electronic
platform for business startup has its
advantages: procedural requirements
become more transparent and accessible,
error rates decrease, and consistency ris-
es within the public administration—the
time and cost for business registration
both decline. Moving toward a single
interface for business registration could
benefit Belgium's business community
and government.

Slovenia's SPOT portal unifies the data-
bases of the agencies involved in the
process of starting a business. After a
single registration with SPOT, entrepre-
neurs are automatically registered with
the court, statistical office, tax author-
ity, and health institute. Entrepreneurs
in Italy can file a single electronic notice
(Communicazione Unica or ComUnica)
with the Register of Enterprises, auto-
matically registering the company with
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the Revenue Agency and the social
security administration, as well as for
accident insurance. In most cities,
ComUnica also notifies the municipal-
ity of the commencement of business
operations. In Luxembourg, a notary can
file all the required information to register
a company through the one-stop shop
(Guichet.lu). In a single interaction, the
notary registers the articles of association
with the tax administration, files for both
VAT and social security, registers the
company with the Trade and Companies
Registry, and registers UBO information
with the Registry of Beneficial Owners.
Malta's online one-stop shop* allows
new companies to register for VAT, obtain
the employer number (PE), and register
employees at Jobsplus. Norway has gone
even further: since 2005, all public reg-
isters and authorities are legally obliged
to use the data registered in the Central
Coordinating Register for Legal Entities,
eliminating the need for companies to
resubmit this data to the relevant agency.
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Dealing with Construction Permits

With an urbanization rate of 98%,
Belgium is among Europe’s most urban-
ized economies.*? Although the federal
government maintains a national policy
for urban development focused on social
cohesion and housing, regional develop-
ment and building codes in Belgium
are decentralized to the country’s three
regions: the Brussels-Capital Region
(Brussels), Flanders, and Wallonia.*?
At the local level, municipalities (com-
munes/gemeenten)  apply  regional
legislation and approve the building plans
required to erect a building.

Antwerp performs best, but no
one city excels in all measures of
efficiency

The Belgian cities benchmarked show
notable differences in the efficiency of
the construction permitting process.
Obtaining construction approvals s
easiest and fastest in Antwerp, where the
process takes 12 procedures, 152.5 days,
and costs 0.6% of the warehouse value
(table 3.5). It is most difficult in Ghent.
While Ghent's process is cheaper (0.1%)

and requires the same number of proce-
dures as Antwerp, it takes almost three
months longer.

Dealing with construction
permits in Belgium requires
fewer procedures and is less
expensive than in most other EU
member states, but takes longer
On average, dealing with construc-
tion permits across the Belgian cities
requires completing 11.6
procedures over 198.8 days at a cost of
0.4% of the warehouse value. On aver-
age, the process in the European Union
is more than two weeks faster (figure
3.9) but requires two more procedures
than Belgium and costs more (1.9%).%* In
Germany, construction permitting costs
are triple those in Belgium, and in France
and the Netherlands, they are 10 times
higher. On the building quality control
index, each Belgian city scores 12 out of
15 points, slightly above the EU average
(1.6 points), but behind Luxembourg,
the European Union's best performer, and
France (15 and 13 points, respectively).

measured

TABLE 3.5 Construction permitting is easiest in Antwerp and Brussels, and most

difficult in Liege and Ghent

Cost Building quality
Score | Procedures Time (% of warehouse | control index
City Rank | (0-100) | (number) (days) value) (0-15)
Antwerp 1 78.18 12 152.5 0.6 12
Brussels 2 76.51 9 21 0.9 12
Charleroi 3 76.02 12 186.5 0.3 12
Bruges 4 75.70 12 195.5 0.1 12
Namur 5 75.29 12 196.5 0.3 12
Liege 6 74.03 12 212 0.5 12
Ghent 7 72.63 12 237.5 0.1 12

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are calculated on the basis of the unrounded scores, while scores with only two digits are displayed
in the table. Rankings are based on the average scores for the procedures, time, and cost associated with dealing
with construction permits, as well as for the building quality control index. The score is normalized to range from 0 to
100 (the higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business in
the European Union 2021: Austria, Belgium and the Netherlands." Data for Brussels are not considered official until

published in the Doing Business 2021 report.

Procedural differences across
Belgian cities stem largely from
different water and sewage
connection applications and
municipal requirements after
construction

Although some steps are uniform across
Belgium, the requirements to obtain a
construction permit can vary significantly
from region to region (figure 3.10). Before
construction, a developer must complete
four procedures, which differ from city to
city. In Flanders, it is common practice
for developers to conduct a consultation
with the municipality before building plan
submission. In Wallonia and Brussels,
developers apply directly for the building
permit after consulting with the local fire
department (also a practice in Flanders).
The consultation with the fire department
is not required by law. Still, it helps ensure
that the building plans comply with local
fire safety regulations and avoid potential
rejections of the building permit by the
municipality. Brussels is the only city
where the developer is required to provide
proof of land ownership. In Flanders and
Wallonia, the municipality can confirm
land ownership directly with the Cadaster.

Upon securing preconstruction approv-
als, the developer requests the building
permit from the municipality. In Brussels
and Flanders, the building permit applica-
tion can be submitted online (box 3.4).
Submission is paper-based in Wallonia,
and Walloon municipalities require an
onsite inspection to verify the property’s
declared soil, terrain, and topographi-
cal characteristics before approval. In
all cities, the developer notifies the
municipality before starting construction.
Cities in Flanders and Wallonia require
the developer to post a notice of permit
approval at the construction site—visible
to the public—30 days before the start
of construction works. In Brussels, this
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FIGURE 3.9 Dealing with construction permits in Belgium costs one-quarter of the EU average

EFFICIENCY OF CONSTRUCTION PERMITTING BUILDING QUALITY CONTROL
Procedures Time Cost Index
(number) (days) (% of warehouse value) (0-15)
1 1 — Luxembourg —15 —
4 member states I~ Bruges, Ghent
j j " (EU best)* Charleroi, Namur (EU and global best)
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80 — Germany ' | Brussels
Germany 9 — Brussels 120 2 France 13 —
France 10 — Germany EUaverage , _|-----
Luxembourg 11 — 140 12— éltl_‘gsBelgian
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2 500 — Slovak Republic
— Cyprus —— Croatia — j
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Source: Subnational Doing Business and Doing Business databases.

Note: Data for EU average use economy-level data for the 27 member states of the European Union. The averages for Belgium are based on the seven cities benchmarked. Data for
individual economies are for their capital ity as measured by Doing Business. Data for Brussels, EU averages, and EU comparator economies are not considered official until published
in the Doing Business 2021 report.

* Czech Republic, Estonia, Poland and Slovak Republic.

FIGURE 3.10  Only seven of the construction permitting procedures are common across regions

Stage Region (city)
; Brussels-Capital Flanders Wallonia
(Brusel (Antwerp, Bruge, e (Charler, Liege, Namu
? Preliminary consultation with municipality |
Obtain recent proof of land ownership |
Consultation/clearance from Fire Department || | |
Request and obtain building permit || | |
Receive onsite inspection [ ]
Inform municipality of commencement of work and post yellow signage™ [ ] [ | |
Water and sewage connections
Apply for water and sewage connection [ | HE HE
Receive inspection for water and sewage || HE HE
Obtain water and sewage connection || HE |
Postconstruction
Receive onsite inspection from fire department [ ] [ ]
Inform municipality of completion of construction [ ] [ ]
File application and receive inspection by Cadaster | || |
@ Local administration National agency ~ @ Utilities B Individual procedure

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.
* In Brussels, the municipality does not require to post yellow signage upon notification of commencement of works.
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BOX 3.4 Digitalization of the construction permitting process across Belgian regions: COVID-19's impact and the road ahead

Periods of forced remote work during the COVID-19 pandemic underscored the importance of digitalization. They also highlight-
ed the varying levels of digitalization among Belgium's three regions. Flanders fully implemented a digital permitting platform
in 2018 that encompasses several environmental permits, including those for construction. Brussels began a phased rollout of
its permitting platform in December 2020, which will also be used for various types of permits, including construction permits.
Wallonia has not yet announced any digitalization plan.

Flanders' electronic permitting platform, Omgevingsloket,® was implemented in phases beginning in February 2017 with the
simple goal of reducing the time to obtain permits. By 2018 it was fully operational, with paper-based permit applications avail-
able only in exceptional cases. Omgevingsloket was launched alongside digital transformation reforms that streamlined several
permits—the construction permit, nature permitting, and environmental permit—into a single environment permit (omgevings-
vergunning). The platform allows the developer to track permit application status and communicate with both the municipality
and building inspectors. Omgevingsloket has gone through several updates since its launch, informed by feedback from its users,
including developers and municipalities. The regional government's Environment Department has lead platform improvements.
An emergency decree issued in March 2020 allowed the Flemish government to either accelerate or decelerate official permit
issuance in response to the COVID-19 pandemic.

Brussels recently started the phased rollout of its online permitting platform, MyPermit, and is further expanding its functionalities.
Throughout 2020, the platform was tested with various users and adjusted based on their feedback. It is currently available for use
by different Brussels-area municipalities and several Brussels-based companies such as Vivaqua, the water and sewage manage-
ment company for Brussels; Infrabel, the company in charge of the Belgian railway network; and Telenet Group, a cable broadband
services provider. With the next update of MyPermit, construction permits will be added to this list. Until then, applications can be
made either via post or in person. Brussels temporarily suspended the in-person handling of permit applications due to COVID-19—
applications could only be made by post—and extended legal time limits to accommodate lockdown-related delays.

The digitalization of the building permitting system has not yet begun in Wallonia. System users must submit all building per-
mit applications on paper. Digital Wallonia includes an initiative to incentivize the digitalization of the construction industry,
Construction 4.0,¢ in its 2019-24 strategy. The project, a collaboration with the Walloon Construction Federation, focuses on
the digitalization of Walloon construction companies. However, the project does not include the digitalization of public sector
offices tasked with construction-related issues like permitting. As in Brussels, Wallonia temporarily suspended official municipal
deadlines due to the pandemic.

The improvement and replication of digital platforms for building permitting across Belgium would reduce the complexity as-
sociated with the approval of building plans and reduce disruptions by externalities like the COVID-19 pandemic. Further ex-
changes, peer-to-peer learning events, and cost-benefit analyses—accompanied by strong political will and a commitment at
the local and regional levels—will need to follow for Belgium to complete its digital transformation.

a. The Flemish platform is available at https://omgevingsloket.be/.
b. The Brussels platform can be accessed via https:/mypermit.urban.brussels/.
c. For more information, see https:/www.digitalwallonia.be/en.

requirement came into force on January
1,2021.%

Procedures to connect to water and

sewage are the primary source of

variation across regions—unsurprising
given that the water and sewage regimes
are inspired by the models in use in
neighboring countries (France and the
Netherlands).“¢ In Brussels, applications
for these services are combined and
requested from a single utility company;
thus, the developer must complete a total

of three steps (application, inspection,
and connection). In Flanders, despite
instances where the same local util-
ity company performs both services,*
developers need to submit separate
applications, doubling the procedures
compared to Brussels. In Wallonia, water
and sewage services are provided by dif-
ferent utilities. The developer requests
sewage services from the local intermu-
nicipal sanitation utility, which inspects
the sewage and drainage works. However,
in Wallonia, the connection works are the

responsibility of the developer, not the
company (like in Flanders). As in Brussels
and Flanders, public companies provide
water connections and the connection
works in Wallonia.

After construction, Brussels and Wallonia
require an onsite inspection from the fire
department before the new building can
be occupied. In Flanders, only specific
structures are required to comply with
a final inspection (such as schools and
offices). Once the construction works are
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complete, developers in Brussels do not
need to notify the municipality. However,
in Flanders and Wallonia, the notification
is a formal requirement as it serves to
certify that the building is ready for lawful
occupation and that it has been inspected
by a qualified professional. These notifica-
tions can be sent via the Omgevingsloket
online platform and email, respectively.

Finally, all Belgian cities require that the
developer report the new construction to
the Cadaster. An agent from the Cadaster
visits the new building and determines its
property tax value.

Municipal procedures account for
nearly two-thirds of the time to
deal with construction permits
The time to deal with construction per-
mits ranges from 152.5 days in Antwerp
to 237.5 days in Ghent. The main deter-
minant of this variation is the time to con-
nect to water and sewage and to consult
with the fire department (figure 3.11).

Although Brussels requires the fewest
number of procedures, utility connec-
tions take the longest, reflecting the
higher demand that comes with its larger

population size. However, the efficiency
of the utility company also plays a role.
Antwerp has the fastest time to connect
to water and sewage, despite having
twice the population of Ghent and five
times that of Bruges. In Wallonia, a lack
of coordination between water and sew-
age utilities creates additional delays for
developers, particularly regarding the
sewage connection due to additional
requirements in flood-prone areas.*®

Regional variations also stem from
municipal procedures, which comprise
the bulk of the time to deal with construc-
tion permitting. In Flanders, the prelimi-
nary consultation with the municipality
adds two weeks in Antwerp and Bruges
and more than 1.5 months in Ghent.
Private sector contributors in Ghent
report understaffing as the main reason
for delays. Even though construction
regulations are available online, develop-
ers in Flanders prefer to conduct the pre-
liminary consultation—the online system
is not unified, and regulations are spread
across multiple websites and platforms,
making it difficult for architects to know
which laws they need to comply with on
any given project. The time to approve
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the building permit varies slightly across
regions, with different reasons accounting
for delays. Recent and significant legal
reforms in Flanders—notably the stream-
lining of several permits into one envi-
ronmental permit (see box 3.4)*—mean
that both developers and the municipal
authorities are still adapting to the new
regulations and the new online process.
Wialloon regulations give local authorities
the discretion to approve permits, leading
to arbitrary interpretation in some cases.
Municipalities can require changes that
are not explicitly required in the regula-
tions, such as additional parking spaces,
changes to the exterior facade, or height
limits that are not in the building code.
Such practices introduce a degree of
unpredictability to the permitting process,
resulting in permit rejections and delays.

Lastly, consultations with the fire authori-
ties also vary by region. The process takes
three times longer in Wallonia than it
does in Brussels and Flanders (where it
takes two weeks on average). The level
of coordination between the local fire
department and the municipality has a
direct impact on the time for building plan
review and approval.

4 1

279 2

FIGURE 3.11  Water and sewage connection times and fire department procedures show the most subnational variation
Charleroi 1175 22 46
233‘3“9’2 1239 a5
Liege 118 47
Ghent 162.5
0 50 100 150

M Municipal procedures

Time (days)

W Utility: water and sewage

M Fire department procedures

200 250

Other

Source: Subnational Doing Business and Doing Business databases.

Note: "Other” includes proof of land ownership (required only in Brussels) and file application and receive an inspection by the Cadaster (required in all cities). Data for Brussels are
not considered official until published in the Doing Business 2021 report.
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Building permits and water and
sewage connection fees drive
cost variations

The average cost of dealing with con-
struction permits across the Belgian cities
benchmarked is 0.4% of the warehouse
value—equal to EUR 8,263—ranging
from 0.1% in Bruges and Ghent to 0.9% in
Brussels. This variation is primarily driven
by water and sewage connection fees
and, to a lesser extent, building permit
fees (figure 3.12). Connecting to water
and sewage systems in most Belgian
cities is a costly endeavor for developers.
They can expect to pay EUR 7,200 on
average in fees, or 87% of the total cost of
dealing with construction permits. These
fees are set by local water and sewage
utilities and can range from EUR 1,025 in
Bruges to EUR 16,602 in Brussels.

Building permit fees are set at the local
and depend on the building's
intended use and size. For a project like
the Doing Business case study, these fees
vary from no cost in Bruges and Ghent
to EUR 2,739 in Antwerp. In Bruges, the
no-cost policy is the result of an initiative
to attract businesses to the city by lower-
ing barriers to entry. The downside to
the no-cost policy is that developers can

level

apply for permits to gauge the municipal-
ity's response to their project. The higher
volume of permit applications creates
extra work for municipal officers and
increases delays for legitimate applica-
tions. In Ghent, only construction projects
requiring public surveys® need to pay the
building permit fee.

Other fees, such as those paid to local fire
departments, also vary across Belgium'’s
regions. In Wallonia, consultations with
the fire department cost around EUR
100—the same as the average cost in
Flanders—but developers in  Walloon
cities need to pay an additional EUR 100
on average when the fire department per-
forms its final inspection. In Brussels, the
final inspection is free of charge, but the
fire department clearance fee is 17 times
more than in the other regions. Instead of
a flat fee as in the other cities, in Brussels
the charge includes an application fee and
is calculated based on a fee of EUR 1.20
per square meter.

Onthe Doing Business building quality con-
trol index, all Belgian cities benchmarked
score 12 out of 15 points and benefit from
strong quality control mechanisms (table
3.6). Despite its strength in most quality

control aspects, Belgium does not get full
marks in quality control during construc-
tion (2 out of 3 points) and professional
certification requirements (2 out of 4
points).”’

During construction, inspections are
carried out in practice by an in-house
engineer from the building company,
who oversees the building's construc-
tion throughout the entire construction
period. However, the legislation does
not require risk-based inspections. Risk-
based inspections consider the potential
risks imposed by a particular building
instead of applying the same inspection
standards to all buildings. The potential
risks considered can include environmen-
tal factors, as well as the building type
and intended purpose.®?

In Belgium, professionals working in the
construction industry must have mini-
mum technical qualifications. Both the
professionals reviewing the plans and
those supervising the construction on the
ground must hold a university degree in
architecture, engineering, or construction
management and be registered members
of the national association of architects or
engineers. However, they are not required

FIGURE 3.12  Utility connection fees account for 87% of the cost of dealing with construction permits

Bruges - 1,493
chent |G 268
s N S -
0 5,000 10,000 15,000 20,000
Cost (EUR)

M Utility: water and sewage

M Building permit approval

M Fire department procedures

Proof of land ownership

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.
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TABLE 3.6 Belgian cities have robust quality control mechanisms before and after construction

All seven Belgian cities
(score)
BUILDING QUALITY CONTROL INDEX (0-15) 12
Quality of building regulations Are building regulations easily accessible? 1
(0~ Are the requirements for obtaining a building permit clearly specified? 1
Quality control before construction | Which entity(ies) is/are required by law to verify the compliance of the building plans with 1
(0-1) existing building regulations?
Quality control during construction Are inspections mandated by law during the construction process? 1
(0-3) Are inspections during construction implemented in practice? 1
Quality control after construction Is a final inspection mandated by law? 2
(0-3) Is a final inspection implemented in practice? 1
Is any party involved in the construction process held legally liable for latent defects once the 1
building is in use?
Liability and insurance regimes
(0-2) Is any party involved in the construction process legally required to obtain a latent defect
liability—or decennial (10-year) liability—insurance policy to cover possible structural flaws or 1
problems in the building once it is in use?
Are there qualification requirements for the professional responsible for verifying that the 1
Professional certifications architectural plans or drawings are in compliance with the building regulations?
(0-4) Are there qualification requirements for the professional who conducts the technical 1
inspections during construction?

Maximum points obtained

Source: Subnational Doing Business and Doing Business databases.
Note: For details on the scoring of each question, see the data notes. Data for Brussels are not considered official until published in the Doing Business 2021 report.

to have a minimum number of years of
practical experience or pass a certifica-
tion exam. Almost 50% of EU economies
attain the maximum score in this area by
having these two requirements.

WHAT CAN BE IMPROVED?

Streamline preconstruction
requirements and consolidate
permitting legislation

There is room for improvement in
preconstruction measures in all bench-
marked cities, and there are local good
practices that can reduce bottlenecks
elsewhere. In the Brussels region, the
developer must obtain recent proof of
land ownership from the Cadaster before
applying for the construction permit; in
all other benchmarked cities, the munici-
pality checks land ownership, saving
the developer time and one procedure.
Municipalities within Brussels should
consider adopting this approach while
strengthening communication with the
Cadaster. In Wallonia, the long-standing

practice of visiting the plot in person
before building permit approval—rather
than relying on digital infrastructure®>—
could be eliminated or carried out on an
as-needed basis. Reducing the need for
in-person visits by establishing internal
guidelines on the use of digital assets,
including existing geoportals like geo.be,
could ease the administrative burden of
municipalities and developers.

Belgian cities could also consider
eliminating the need for fire department
consultations. By ensuring the relevant
legislation is clear, up-to-date, and eas-
ily accessible, cities could eliminate the
need for a separate meeting between
the developer and the fire department.
Flemish cities could eliminate preliminary
consultations  with the municipality.
Currently, the legislation is accessible
online, but because it is not streamlined
in one website, it is challenging to find.
By consolidating the legislation on the
permitting platform, developers could
avoid having to consult with the munici-
pality to ensure their projects’ feasibility.

In the United Kingdom, the Ministry of
Housing, Communities, and Local
Government publishes online guidance—
called Approved Documents—on ways
architects can meet building regulations.
The online platform includes all relevant
regulations nationwide and provides
practical examples on how to avoid
issues that commonly result in building
permit application rejections.

In Denmark, the European Union's best
performer, there are no required precon-
struction clearances, and the building
permit application is managed and
completed online. Reducing the number
of procedures and time required in the
preconstruction stage can improve the
overall construction permitting process
for entrepreneurs and developers.

Improve coordination among
agencies involved in the water and
sewage connections process
Developers in most Flemish and Walloon
cities must complete nearly twice the
number of procedures to connect to water
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and sewage as developers in Brussels
(where both services are requested in
a single application). In several Flemish
cities, the same utility company is
responsible for water and sewage con-
nections. In these cities, the authorities
could consider merging all water and
sewage processes into one application,
making the process more efficient.
Belgian cities could also look to existing
good practices in neighboring countries.
In the Netherlands, the developer applies
for most utility connections through the
mijnaansluiting® platform, regardless of
the company providing the service. The
entire application process is standard-
ized. The Belgian authorities could set up
a similar streamlined application system,
eliminating the need for the developer to
submit double applications.

Introduce and improve electronic
permitting systems

The level of process digitalization varies
substantially across the Belgian cities
measured (see box 3.4). Leveraging
technology can significantly reduce the
time to deal with construction permits,
enabling building departments and
related agencies to streamline and
automate their planning, zoning, and
building procedures. The COVID-19
pandemic highlighted the importance of
digitalization, particularly in facilitating
communication between developers and
municipalities.

At the subnational level, Walloon munici-
palities can look to the experience of
Flanders and Brussels municipalities with
creating IT systems. Although Flanders'
online platform is relatively new, and that
in Brussels is going through a phased
launch, both regions could consider
expanding and integrating their platforms
further. For example, creating a page on
the platform that centralizes relevant
legislation could eliminate the need for
preconstruction contact with the munici-
pality and reduce application errors.
As digitalization efforts continue, user
feedback will be particularly important in
future platform development.

The Flemish experience underscores the
complexity of introducing electronic plat-
forms. Training for municipal employees
and dependencies on how to operate and
maintain electronic systems is crucial.
Such platforms are typically linked to
ambitious regulatory reforms and online
government programs. In the long term,
Belgian cities could explore the advan-
tages of adopting Building Information
Modelling (BIM) systems, which incor-
porate building regulation parameters into
project design.> BIM systems help profes-
sionals plan projects that comply with
national and local regulations and make
conducting post-design checks easier and
faster for public authorities. In Finland,
all relevant parties—owners, developers,
architects, and government officials—col-
laborate through a single BIM system
platform, Lupapiste. Of Finland's 100,000
annual building permit applications, 95%
pass through this system. The platform is
built on a private, secure cloud and links
the Cadaster, corporate and personal data,
and the municipality that reviews and
approves the application. Various stake-
holders independently track progress and
can find the source of any approval delays.
The platform also integrates BIM formats
(instead of two-dimensional drawings),
allowing the models to be machine read
and the building review to be checked
automatically. The system has accelerated
the process and made it less discretionary
and more predictable.

Online permitting systems are increas-
ingly common in Europe. The European
Commission classifies electronic applica-
tions for building permitting as among
the 20-primary e-government services.*®
Belgian cities can find examples of loca-
tions successfully implementing similar
programs in Hungary (the building regu-
latory support documentation system
ETDR)* and Germany (Hamburg).®

Consider introducing risk-based
inspections

Categorizing building projects based on
risk and adopting risk-based inspections
can streamline preconstruction approvals

and procedures during construction for
low-risk buildings. In contrast to phased
inspections, risk-based inspections allow
municipalities and builders to allocate
resources where they are most needed
without  compromising worker and
public safety. The standard, phase-based
approach to inspections can lead to
delays and reduce efficiency, especially
for relatively routine and straightforward
projects.

Belgium already incorporates risk clas-
sifications in building permit applications
and could consider a similar approach for
a more targeted, risk-based inspection
regime. France and Australia have been
using the risk-based approach the longest
and have comprehensive classifications
of building categories and risks based
on size and use.”® As Belgium's current
inspection regime allows certified private
experts to carry out inspections and
certifications, adopting a more risk-based
approach should require minor changes.

Improve regulatory expertise in
collaboration with the private sector
Construction permitting is a complex
process involving multiple stakehold-
ers. Managing this process requires
adequately staffed permit-issuing agen-
cies. Staff should have professional case
management knowledge and be trained
appropriately on the relevant technol-
ogy. Developers in the Belgian cities
measured cited inadequately trained or
understaffed permit-issuing offices as
a reason for delays in dealing with con-
struction permits.

More robust qualification requirements
for the professionals involved in construc-
tion permitting and control may be ben-
eficial. Across Belgium, the professionals
approving standard case building plans
and supervising construction are required
only to have a university degree in archi-
tecture or engineering and be a registered
architect or engineer. In Luxembourg, by
contrast, these professionals must also
have a minimum number of years of
experience and pass a certification exam.
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Introducing a certification exam and
requiring minimum years of experience
would automatically increase the permit-
ting agencies' technical competency.
Globally, more than 80% of economies
measured by Doing Business require these
four qualifications from professionals
reviewing building plans and supervising
the construction on the ground.

In the medium term, expanding the role
of certified private sector professionals
in the permitting process could help
to reduce understaffing. Although this
may require legislative action, the ben-
efit of having a highly specialized, flexible
workforce could be substantial. Most EU
member states have shifted from public
to private governance mechanisms in
building regulation, reflecting a desire to
improve the quality of regulation, reduce
the administrative burden for applicants,
and support a greater focus on risk miti-
gation.®® Australia, Singapore, and the
United Kingdom are among the countries
that have adopted a system of third-
party contractors to expand regulatory
coverage and expertise.®’ Doing Business
research shows that construction per-
mitting is more efficient in economies
that rely on some form of private sector
participation in construction permitting
or control processes. However, such a
system needs adequate safeguards like
robust qualification requirements for
professionals approving building plans.
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Getting Electricity

Regional-level regulators establish and
monitor the rules and regulations gov-
erning the distribution of electricity in
Belgium. In the Brussels-Capital Region,
the regulator is the Brussels Regulatory
Commission for the Gas and Electricity
Markets (BRUGEL). The Flemish Regulator
of the Electricity and Gas Market (VREG)
is the regulator in Flanders; the Walloon
Energy Commission (CWaPE) is the
regulator in Wallonia. At the federal level,
a fourth regulator, the Commission for
Electricity and Gas Regulation (CREG),
the high-voltage electricity
network and ensures that the electricity
market remains transparent and operates
under fair competition standards.

oversees

Distribution system operators (DSOs)—
also referred to as “electricity distribu-
tors” and “distribution utilities” in this
chapter—are key players in the connec-
tion process and serve a designated geo-
graphical area. Various DSOs operate in
the seven benchmarked cities: Sibelga in
Brussels; Fluvius in Antwerp, Ghent, and
Bruges; ORES in Charleroi and Namur;
and RESA in Liege (map 3.1).

Obtaining an electricity connection is
easiest in Ghent and Antwerp and most
difficult in Bruges and Brussels (table
3.7). Differences in time and cost are
substantial: getting a connection takes
anywhere from four months (in Charleroi,
Ghent, and Namur) to nearly six months
(in Brussels), and the cost varies from
109.8% of income per capita in Antwerp,
Bruges, and Ghent to 139.3% in Liege.

Electrical service is reliable,

but Belgium could improve the
efficiency of getting electricity
An entrepreneur seeking a new electricity
connection for a warehouse completes
six procedural steps in all Belgian cit-
ies benchmarked, more than most
other EU member states (figure 3.13).%?

Completing these steps takes 138 days
on average, 1.5 months slower than the
EU average.®® The average cost in Belgium
(122.1% of income per capita) is slightly
below the EU average. Overall, Belgian
cities perform well on the Doing Business

reliability of supply and transparency of
tariffs index. Antwerp, Bruges, Brussels,
and Ghent obtain the maximum 8 points
on the index, while Charleroi, Liege, and
Namur score 7 points (figure 3.14).64

MAP 3.1

Electricity distributors operate in designated geographic zones

Bruges Antwerp
m Ghent
Brussels
Sibelga T
Charleroi WL

Source: Subnational Doing Business and Doing Business databases.

TABLE 3.7 Getting electricity is easiest in Ghent and Antwerp and most difficult in

Bruges and Brussels

Cost Reliability of supply and
Score | Procedures = Time | (% of income | transparency of tariffs index
City Rank | (0-100) = (number) | (day) per capita) (0-8)
Ghent 1 76.07 6 120 109.8 8
Antwerp 2 73.36 6 145 109.8 8
Charleroi 3 72.79 6 121 127.2 7
Namur 3 72.79 6 121 127.2 7
Liege 5 72.53 6 123 139.3 7
Bruges 6 71.18 6 165 109.8 8
Brussels 7 70.46 6 17 131.9 8

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are calculated on the basis of the unrounded scores, while scores with only two digits are displayed
in the table. Rankings are based on the average scores for the procedures, time, and cost associated with getting
electricity and the reliability of supply and transparency of tariffs index. The score is normalized to range from 0 to
100 (the higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business in
the European Union 2021: Austria, Belgium and the Netherlands." Data for Brussels are not considered official until

published in the Doing Business 2021 report.
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FIGURE 3.13  Belgium lags its EU peers on procedural steps and time to get electricity

EFFICIENCY OF GETTING ELECTRICITY

Procedures Time Cost
(number) (days) (% of income per capita)
14 1 0 —
20 2 France (EU best)
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Brussels, EU averages, and EU comparator economies are not considered official until published in the Doing Business 2021 report.

* Austria, Croatia, Denmark, Ireland, Italy, Malta and Poland also have four procedures.

Obtaining electricity requires
the same procedural steps, but FIGURE 3.14  Four Belgian cities score among the best-performing EU member states for
time and cost vary substantially electricity reliability and transparency

across locations
RELIABILITY OF SUPPLY AND TRANSPARENCY OF TARIFES INDEX

The procedures, time, and cost to get (0-8)
an electricity connection depend on the 16 EU economies (EU best)* 8 — 4 Antwerp, Bruges
availability of both low- and medium- Belgiur average __'i’fs_s‘fls'Ghem
voItage infrastructurg Doing Business Luxembourg 7 | § Charleroi, Liége,
studies, the hypothetical case of a local Namur
firm that needs a 140-kilovolt-ampere
(kVA) electricity connection for a newly 6
built warehouse located in a commercial
area outside a city's historical center. Malta 5 —
In all Belgian cities, new warehouses
typically connect to the medium-voltage 4
underground network.
3 —
The process to connect a warehouse to
the grid requires six procedural steps in oj

all locations benchmarked (figure 3.15).
The customer submits an application

Source: Subnational Doing Business and Doing Business databases.

. Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual

on the requested capacity, and the  economies are for their capital city as measured by Doing Business. Data for Brussels, EU averages, and EU comparator

transformer’s technical characteristics economies are not considered official gntil published in‘ the Doling Business 2021 report. A o
L o . * Belgium (as represented by Brussels in the global Doing Business study), Cyprus, the Czech Republic, Estonia, Finland,

to the distribution utility. In all cities  france, Germany, Ireland, Latvia, Lithuania, the Netherlands, Poland, Slovak Republic, Slovenia, Spain, Sweden.

form along with a cadaster map, details
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FIGURE 3.15  Getting electricity involves
the same six steps across cities in Belgium

Submit application and await Distribution utility

estimate

Conclude contract with
electricity supplier*

Electricity supplier

Receive internal wiring inspection
by approved agency*

Approved agency

Accept estimate and await completion
of external works by utility

Distribution utility

Purchase and install transformer* Electrical contractor

Obtain certification of the
transformer by authorized agency*

Authorized agency

Source: Subnational Doing Business and Doing Business
databases.

Note: Data for Brussels are not considered official until
published in the Doing Business 2021 report.

* Procedure occurs simultaneously with previous one.

except Liege, customers apply via the
utility’s online platform (in Liege, cus-
tomers apply by email). Upon receiving
the request, the DSO prepares a detailed
study to ensure that the grid can support
the new connection. If the connection
works are feasible, the distribution utility
provides the applicant with a quote. After
accepting the quote, the client can sign a
supply contract with one of the suppliers
available on the market. In four cities,
works cannot commence until the con-
nection fee is paid; in Antwerp, Bruges,
and Ghent, clients submit this payment
after the external connection is finalized.

The DSO uses an online platform—shared
with other service utilities, including water,
sewage, and telecommunications—to
facilitate coordination and announce the
start of electrical works.®> Each region
has its own platform.®® The DSO hires
a contractor to perform the external
connection works. The same contractor
requests maps of the existing under-
ground cables and pipes from all relevant
service utilities to prevent damage during
excavation. Although the utilities have
seven days to respond to the request, this
takes no more than two days in practice
in the Belgian cities benchmarked.®” An
excavation permit to cross the public
road must also be requested from the
municipality. Once the municipality has

given its approval and the works have
been coordinated with other utilities, the
developer obtains authorization to install
road signs from the police department (to
divert traffic while excavating the public
road).®® While the contractor obtains
the necessary approvals and materials
and plans the connection works onsite,
the client installs the transformer on the
private land plot and contacts the autho-
rized inspection agency. Finally, as a last
internal step, the utility installs the meter
and electrifies the connection.

The time to get excavation
approvals is the main driver of
time variations

Differences among the benchmarked cit-
ies in the time to get electricity are mainly
determined by the time to (i) coordinate
the excavation works with other service
utilities, (ii) obtain municipal authoriza-
tion to excavate, and (iii) obtain road
traffic signage approval. The processes
and time frames for meeting the first
two requirements are regulated at the
regional level; traffic signage is regu-
lated at the municipal level. In Brussels,
Charleroi, Liege, and Namur, the DSO

uses an online platform to notify the
other service utilities for worksite coordi-
nation and obtains excavation approvals.
This procedure takes five weeks on aver-
age.® Because these actions comprise
two separate steps in the other Belgian
cities, it takes significantly longer—from
two months in Bruges and Ghent to three
months in Antwerp.”® In Antwerp, it can
be more difficult to access other utilities’
underground infrastructure maps, result-
ing in delays.”" The time required for road
traffic signage approval can also vary.
This process takes two days in Antwerp,
three days in Brussels and Liége, and one
month in Bruges, making the latter the
second-slowest city for getting electric-
ity in Belgium (after only Brussels).”?
In Bruges, emergency services must
determine whether blocking the road is
feasible, resulting in delays in obtaining
the traffic signage permit.

The processing of new connection requests
by the distribution utility can also cause
delays.” In Bruges and Ghent, it takes one
month on average for the utility to issue
a quote, nearly 10 days longer than most
other Belgian cities (figure 3.16).

FIGURE 3.16  Getting electricity is fastest in Ghent, Charleroi, Namur, and Liege

Ghent 30 90

Charleroi

Namur

Antwerp
Bruges
Brussels 21 150
0 20 40 60 80 100 120 140 160 180
Time (days)

B Processing application and issuing quote

M Connection works

Source: Subnational Doing Business and Doing Business databases.

Note: Because the procedures (i) “signing a supply contract”, (ii) “receiving an internal wiring inspection”, ii)
“installing a transformer”, and (iv) “receiving an inspection on the installed transformer” are completed simultaneously
with the procedures shown in the figure (“processing application and issuing quote” and “connection works"), the
time is counted under these procedures. Signing the supply contract and receiving the internal wiring inspection are
completed while the DSO processes the request for a new connection; both take the same time across cities (two

days and one day, respectively). Transformer installation, which is completed while the DSO completes the external
connection works, takes 30 days; the transformer inspection takes one day in all cities benchmarked. For more
information see data notes or figure 3.15 for the sequence of procedural steps. Data for Brussels are not considered

official until published in the Doing Business 2021 report.
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Utilities in Belgium independently set their
fees for external connection works, which
regional regulators then approve. The fee
is based on three components: the connec-
tion works, requested capacity, and meter
installation. The first two components vary
most significantly across the cities bench-
marked (figure 3.17). The flat fee related to
the connection works is highest in Brussels
(EUR12,360) and Liege (EUR9,777). Inthe
rest of the cities, the cost is EUR 5,576 on
average. In Charleroi, Liege, and Namur, the
capacity charge is nearly four times higher
than in Antwerp, Bruges, and Ghent.”*
The meter installation fee ranges from
EUR1,626in Antwerp, Bruges, and Ghent to
EUR 2,200 in Brussels. Utilities also charge
a fee for a detailed study to ensure that the
grid can support the subscribed capacity;
in Liege, this study costs EUR 1,066, while
in the rest of the cities it costs between
EUR 612 and EUR 670.

The customer can choose any transformer
company from the market. The cost of
purchasing and installing a transformer—
EUR 35,000 in all cities benchmarked, or
70% of the total connection cost—is borne
by the consumer (figure 3.18). The cus-
tomer also pays a small fee (around EUR
250) for the internal wiring inspection.

Electricity supply is most reliable
in Antwerp, Bruges, Brussels,
and Ghent

In addition to the efficiency of getting
electricity, Doing Business measures the
reliability of supply and the transparency of
tariffs using an index that scores locations
on a scale of O to 8. An automated system
monitors power outages and restoration
services in all Belgian cities, and indepen-
dent energy regulators at the regional level
monitor utility performance. The frequency
and duration of outages vary between cit-
ies. Antwerp, Bruges, Brussels, and Ghent
had the most reliable electricity supply in
2019, with each customer experiencing, on
average, 0.4 service interruptions lasting a
total of 23 minutes (figure 3.19). Outages
were most frequent in Charleroi, Liege, and
Namur, where each customer experienced,
on average, around 1.2 service interruptions
lasting a total of approximately 46 minutes
per year, resulting in a score of 7 out of 8
points on the index. In Antwerp, Bruges,
and Ghent, DSOs compensate their cus-
tomers when outages exceed four hours;
DSOs in other cities compensate their cus-
tomers when outages exceed six hours.””
Electricity tariffs are available online, and
utilities notify customers in advance of tariff
changes in all benchmarked cities.

FIGURE 3.17  Connection and capacity charges drive cost variations

Cost (EUR)
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Source: Subnational Doing Business and Doing Business databases.
Note: : Data for Brussels are not considered official until published in the Doing Business 2021 report.
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FIGURE 3.18  Transformer-related fees
make up more than two-thirds of the cost
to get electricity in Belgium

70%

W External connection fees and other fees

Transformer-related fees

Source: Subnational Doing Business and Doing Business
databases.

Note: "External connection fees and other fees”
includes (i) the flat fee charged for the connection
works, (ii) the fee based on the requested capacity,

(iii) the meter installation fee, (iv) the fee for the
detailed study, and (v) the internal wiring inspection
fee. “Transformer-related fees” includes fees for (i)
purchasing and installing the transformer and (ii)

the transformer inspection. Data for Brussels are not
considered official until published in the Doing Business
2021 report.

WHAT CAN BE IMPROVED?

Streamline the approvals process for
getting electricity

Entrepreneurs in Belgium face lengthy
waits while distribution utilities coor-
dinate the excavation works with other
service utilities and obtain excavation
Although DSOs fulfill
these requirements on the entrepre-
neur's behalf, this wait lengthens the
overall electricity connection process. If
lawmakers were to define the require-
ments and legal time based on project
complexity, the total time for getting
electricity could be reduced. Such an
approach would expedite simple connec-
tions while allowing the approving agen-
cies to focus on more complex projects.
In the Netherlands, the Municipality of
Enschede differentiates works in the pub-
lic domain based on their length. Works
involving a road crossing of fewer than 25
meters do not require authorization for
excavation works on the public road.”®

authorizations.
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FIGURE 3.19  Charleroi, Liége, and Namur had the most frequent and longest power

outages in 2019
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.

Belgium could also reduce the time to get
electricity by streamlining the required
approvals into a single authorization.
Brussels already uses an integrated
platform, Osiris, to simplify its approvals
process. Through this platform, the distri-
bution utility coordinates the excavation
works with other service utilities and
completes all requirements to begin the
connection works (figure 3.20). However,
even though Brussels has the most
advanced and integrated platform of the
benchmarked cities, the time to obtain all
approvals is the same as in Wallonia (five
weeks). Obtaining worksite approvals in
Brussels can be institutionally and admin-
istratively complex. In other cities, users
can only obtain some of the required
authorizations through the online plat-
form. For example, in Charleroi, Liege,
and Namur, the DSO contractor obtains
traffic signage approval from the local
police department but uses the Powalco
platform to launch worksite coordination
and obtain road opening authorization.
The GIPOD platform in Antwerp, Bruges,
and Ghent is only used for worksite
coordination purposes. A well-designed,
integrated platform could eliminate the
need for distribution utilities to interact

with multiple offices regarding the same
project.

To streamline the process of getting elec-
tricity, establishing online platforms—for
example, like those introduced in 2017 by
the French distribution utility, Enedis—is
an option for Belgian authorities and utili-
ties. Since Enedis adopted both externally
and internally facing platforms, the time
to obtain a connection has decreased by
nearly three weeks. Externally, customers
use the online portal to submit connection
requests along with all supporting docu-
mentation. Internally, Enedis implemented
a unified data management solution that
allowed both the customer service depart-
ment and the new connection depart-
ment to receive and process connection
requests. The system facilitates the inter-
nal tracking of applications, speeding the
electrical engineer's analysis and allowing

FIGURE 3.20
single electronic platform

) :

In Brussels, distribution utilities obtain all authorizations through a

osiris.brussels &%

Username * ﬂ

Password * [

Forgot your password

If you wish to authenticate yourself using your token or your identity
card, click on "Authenticate”

Authenticate

If your company is not yet registered, click

If your organization is already registered, please contact your local
coordinator (= OSIRIS manager) to obtain OSIRIS access.

Source: Federal Contact Point for Cable and Conduit Information
(https://www.osiris.brussels/Modules/Management/Pages/Login.aspx?ReturnUrl=%2f).
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them to respond faster to clients. It also
allows the connection department to
assign the external works to engineers in
a more efficient manner.

To reduce new connection wait times,
Belgium could study the experience of
the United Kingdom. In 2017, the UK
regulator, Ofgem, approved the Incentive
on Connections Engagement (ICE) initia-
tive to encourage distribution network
operators to complete the external con-
nection works faster. According to the ICE
guidance, the utilities must provide data
demonstrating that they have responded
to their customers on time and according
to their customer service engagement.
DSOs can be penalized if they fail to meet
these requirements. Moreover, one DSO,
UK Power Networks, implemented a new
software system, the ICP Design Fast
Track and Approved Designer Scheme,
that allows for direct contact with sub-
contractors and tracks their progress. The
utility also introduced common design
and planning requirements for the works
and material specifications for subcon-
tractors that carry out external works.
As a result of these initiatives, UK Power
Networks reduced the time to provide a
new electricity connection by one month.
It takes 46 days to complete the connec-
tion works in the United Kingdom, three
times faster than the average of the seven
Belgian cities benchmarked.

Introduce strict legal time limits for

completing external connection works
All three Belgian regions have legal time
limits for the processing of new connec-
tion applications by distribution utilities.
Still, only Flanders stipulates a time frame
within which the utilities must complete
the external connection works.”” In
several EU member states, including
Italy, the Netherlands, Poland, and
Spain—all of which have legal time limits
at the national level—the regulator fines
utilities if they fail to complete the con-
nection within the established limit. The
lack of legally prescribed deadlines and
automatic penalties for failure to comply
allows utilities to delay the process. It is

equally important legal time limits not be
overly long.

Increase transparency and
accountability by collecting and
publishing statistics

It is critical that agencies involved in the
process of getting electricity (munici-
palities, distribution utilities, electricity
suppliers, local police departments, and
so on) make data on processing times
available publicly. Doing so allows
entrepreneurs to estimate wait times
accurately. In Austria, the regulator pub-
lishes a standardized electricity quality
report, the Kommerzielle Qualitat Storm,
which includes cross-cutting data on the
electricity connection process.”® Data are
collected annually from utilities through a
questionnaire. The report contains data
on application processing times and the
time to complete a connection at differ-
ent voltage levels, making the data easily
comparable across cities and utilities. A
similar data-driven report could help
streamline Belgium's electricity sec-
tor—and help entrepreneurs and utilities
set clear and realistic expectations. Data
reporting could also serve as an indirect
accountability measure to
utilities to boost their performance.

incentivize

Allow electrical suppliers to submit
new connection applications
Allowing customers to apply for a
connection through an electrical sup-
plier—rather than directly through the
distribution utility—reduces the number
of procedures to get electricity. This
approach combines two steps: applying
for a new connection and signing the
supply contract. In ltaly, where getting
electricity requires four procedures—two
fewer than in Belgium—customers can
apply through their chosen supplier.
Belgian utilities and suppliers already
share an internal platform, Atrias, to
communicate about the connection
works and supply contract.”® The authori-
ties could expand this platform to allow
suppliers to notify the utility of a new
connection request without the customer
having to contact the utility first.

DOING BUSINESS IN BELGIUM

Review the cost of obtaining a new
electricity connection and provide
the option to pay connection fees in
installments

New electricity connections in Belgium
can be expensive. Medium-voltage con-
nections are particularly costly because
customers must purchase and install a
transformer before the utility connects
the warehouse to the network. The cost
represents a financial burden for most
SMEs. Distribution utilities also charge
a fee—considered high by global stan-
dards—to prepare a detailed study as
part of the application process. Utilities
in 23 other EU member states do not
charge application-related fees according
to Doing Business data. Some economies
subsidize part of the connection process.
In France, for example, an electric-
ity connection is relatively inexpensive
(EUR 2,156). The cost is significantly
lower in part because the federal govern-
ment requires municipalities to finance a
portion of the connection costs, reducing
the upfront cost to entrepreneurs.®°

Allowing customers to pay connection
fees in installments or after the con-
nection works are finalized would ben-
efit entrepreneurs. In Brussels, Charleroi,
Namur, and Liege, the connection works
start after the client has paid the con-
nection fee in full. Local good practices
are already in place in Belgium: custom-
ers in Antwerp, Bruges, and Ghent pay
the distribution utility only after the
external connection. Belgium could look
to Croatia, where the external works
start once the entrepreneur has paid at
least 50% of the connection fee.®" The
remaining 50% is paid shortly before the
connection is electrified.

Replace third-party certifications

with compliance self-certification

Entrepreneurs in Belgium must hire an
external agency to inspect the ware-
house's internal wiring and certify the
transformer after installation. These
agencies issue a certificate stating that
the installation was done in accordance
with regulatory and safety standards;
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this certificate is required to complete
the process of getting electricity.
According to Doing Business data, 15 EU
member states—among them Denmark
and Germany—allow entrepreneurs
to self-certify, eliminating the need for
third-party certification. Third-party cer-
tifications can be eliminated when certi-
fied electrical contractors complete the
electrical network wiring and assume
responsibility for certifying their work’s
quality and regulatory compliance.
The same could apply to transformer
installation certification. This change
would reduce the time and procedures
to get electricity in Belgium without
compromising safety. Proper regulation
of the electrical engineering profession
is key when introducing such a measure.
Legal provisions specifying qualification
requirements and professional liability
parameters should accompany a self-
certification system.

Improve the reliability of electricity
supply

Most EU member states, including
Belgium, impose financial penalties on
distribution utilities for failing to provide
a reliable electricity supply to their cus-
tomers. Financial penalties create incen-
tives for distribution utilities to maintain
supply reliability throughout the year and
across their entire service zone. However,
financial sanctions alone are not enough.
Minimizing the number and duration of
power outages is critical for the economy
and society. Understanding why the out-
age duration and frequency is higher in
Charleroi, Namur, and Liege than in the
other four Belgian cities benchmarked is
valuable knowledge that the authorities
could use to improve electricity supply
reliability. A distribution utility is a final
link in the supply chain for electricity;
many actors play key roles in generation,
transmission, and distribution. Moreover,
multiple interdependent factors directly
affect reliability. Evidence suggests that
investment levels in electricity gen-
eration, tariff levels and bill collection
rates, the operational efficiency of the
utilities, and the overarching regulatory

framework are key factors in determining
supply reliability.8
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Registering Property

The government's Coperfin Reform, which
started in 2000, aimed to modernize the
structure and operations of FPS Finance.®
The General Administration of Patrimo-
nial Documentation (GAPD, Administration
générale de la Documentation patrimoniale/
Algemene Administratie van de Patrimo-
niumdocumentatie), part of FPS Finance,
became the principal government agency
responsible for property registration and land
administration system management. The
GAPD encompasses four administrations,®*
including the Administration for Measure-
ments and Assessments (Cadaster)—
responsible for updating the cadastral plan,
assigning an identification number to every
plot, and allocating a cadastral income to
each property—and the Administration
of Legal Security, which levies and collects
registration fees and updates patrimo-
nial documentation.®® The Administration
of Legal Security, which was reorganized
in May 2018, operates 48 Office of Legal
Security branches nationwide, replacing the
previous Mortgage Offices.®

On average, property registration is

fastest and least expensive in Flanders
Property rights in Belgium are regu-
lated at the federal level.®” Registering a

property is easiest in Bruges and Ghent
and most cumbersome in Namur and
Brussels (table 3.8). The process can
be completed in just 35 days in Bruges
and Ghent, significantly less time than in
Brussels (56 days). On average, entrepre-
neurs pay EUR 51,6418 more to register
a property in Brussels, Charleroi, Liege,
and Namur than in Antwerp, Bruges, and
Ghent. This cost variation is primarily due
to higher regional registration taxes in the
Brussels-Capital Region and Wallonia
(12.5% of the property value compared
to 10% in Flanders).®°

Registering property in Belgium
takes longer and is more
expensive than in most other EU
member states

In Belgium, a property transfer between
two domestic private companies requires
eight procedures taking on average 42
days at a cost of 11.6% of the property
value. Entrepreneurs registering a property
in Belgium complete more procedures in
more time and at a higher cost than the
EU average.® It takes longer to register
a property in only three EU member
states: Germany, Slovenia, and Poland.
In the European Union's best-performing

TABLE 3.8 Registering property in Brussels is most costly and takes the longest of all

benchmarked cities

Cost Quality of land
Score | Procedures Time | (% of property | administration index
City Rank | (0-100) | (number) (day) value) (0-30)
Bruges 1 58.52 8 35 10.2 23
Ghent 2 58.52 8 35 10.2 23
Antwerp 3 57.80 8 41 10.2 23
Charleroi 4 53.76 8 40 12.7 23
Liege 5 53.64 8 41 12.7 23
Namur 6 53.28 8 44 12.7 23
Brussels 7 51.84 8 56 12.7 23

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are calculated on the basis of the unrounded scores, while scores with only two digits are displayed
in the table. Rankings are based on the average scores for the procedures, time, and cost associated with registering
property as well as for the quality of land administration index. The score is normalized to range from 0 to 100 (the
higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business in the
European Union 2021: Austria, Belgium and the Netherlands.” Data for Brussels are not considered official until

published in the Doing Business 2021 report.

DOING BUSINESS IN BELGIUM

economies on the subidicator 'proce-
dures'—Portugal and Sweden—property
registration can be completed in one pro-
cedure; in the Netherlands, it takes just
three days. The cost to transfer a property
in Belgium is more than twice the EU aver-
age, making it the second most expensive
economy in the EU to register property
(after Malta). With 23 points out of 30,
Belgian cities perform well on the quality
of land administration index, just above
the EU average (22.9 points) (figure 3.27).

Registering property requires
the same eight procedures
across all Belgian cities

Although parties can legally agree to sell a
property without a notarial act via a private
contract—which the buyer or seller must
then register within four months with
the Office of Legal Security—such an act
cannot be transcribed and is not oppos-
able to third parties in case of a dispute.”
Most entrepreneurs hire a notary to obtain
the necessary documents, draw up and
authenticate the act of sale based on the
agreement between parties, and register
the transfer to ensure the opposability of
the sale.”? The documentation includes a
zoning certificate from the municipality
describing the property’s location and list-
ing the various permits and certificates, as
well as an excerpt from the relevant Office
of Legal Security verifying third-party
rights over the property for 30 years.

The notary must also obtain tax certifi-
cates related to the seller's good standing
from the tax administration at the federal,
regional, provincial, and municipal levels,
a clean soil certificate from the respon-
sible institution at the regional level,®® a
cadastral excerpt, and a cadastral plan.

After the parties have signed the notarial
act, the notary registers the act (box 3.5)
and applies for its transcription within
15 days at the Office of Legal Security
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FIGURE 3.21

EFFICIENCY OF PROPERTY REGISTRATION

Belgian cities lag EU member states on measures of efficiency but perform well for land administration quality

QUALITY OF LAND ADMINISTRATION

Procedures
(number)

Portugal, Sweden—1 —
(EU and global best)*

2 —
3 —

4
France, Netherlands, 5
EU average

Germany 6 —

Luxembourg 7 —

8 ——All 7 Belgian
cities
9 —
10 —
Greece 11 —

Time
(days)
14 Slovak Republic—0 —
EU and global best)**
Netherlands (EU and global bes)
(EU best) 5 1
4 —
25 —
Luxembourg EU average - - - =
EU average - = - - 5 —
30 -
Netherlands 6 —
35 — Bruges, Ghent Germany 7
France
40 — Charleroi 8 —|
France ~ Antwerp, Liege
Namur 9 |
45 —
Luxembourg 10 —
50 —|
Germany 1 -
55 —
Brussels 12
Poland 17> 7] 13
Malta
180 — 14 -

Cost
(% of property value)

Lithuania, Netherlands
(EU and global best)***

Luxembourg
France

Germany
Antwerp, Bruges
Ghent

Brussels, Charleroj, Greece

Liege, Namur

EU average -

Index
(0-30)

30 —

29 —

28 —

27 -

26 —|

25 —

24

All 7 Belgian cities

Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Brussels, EU averages, and EU comparator economies are not considered official until published in the Doing Business 2021 report.
* Georgia and Norway also have one procedure.
** Belarus, Georgia, Kazakhstan, Kiribati, and Saudi Arabia also have a cost of 0.0% of the property value.
*** Rwanda and Taiwan, China also score 28.5 points.

BOX 3.5 Notaries in Belgium completed most tasks for property registration electronically even before the COVID-19 pandemic

Over the past two decades, the work of notaries in Belgium has become increasingly digitalized. Today, a notary can request
most due diligence documents online using the eNotariat portal® managed by the Royal Federation of Notaries (Fednot), which
provides centralized access to government applications. Soon—once the reform allowing users to obtain the 30-year mortgage
certificate via the self-service platform takes effect—notaries will only need to request the municipal zoning certificate indi-
vidually for all cities (each municipality operates its own process). In the Brussels-Capital Region, notaries must also request
the clean soil certificate directly from the Brussels Environment Agency's website. In contrast, in Wallonia and Flanders, these
certificates are obtained via the regional agency platforms integrated in eNotariat.

The COVID-19 pandemic spurred further changes. Until 2020, the parties needed to sign the notarial act in person at the no-
tary’s office. However, to facilitate the continuation of property transfers during COVID-19, the authorities enacted a new law®
containing various provisions relating to the notarial profession and enabling the execution of an authentic digital power of
attorney by videoconference. As a result, the parties must no longer appear in person before the notary to execute a power of
attorney or the notarial act for which a power of attorney is granted.

a. The eNotariat portal, launched in 2001, links and integrates notary software packages, providing notaries with applications to simplify their
administrative load across practice areas in partnership with federal and regional government agencies. For property transfers like the Doing Business case
study, the eNotariat portal offers notaries a centralized platform to request and obtain tax notifications, clean soil certificates (for Flanders and Wallonia),
and cadastral records as well as for the registration and transcription of the notarial act. The eNotariat portal can be accessed at https://www.e-notariaat.

be/tb/html/pages?TAM_OP=selectidp&code=1fa9c21b-98d3-4874-92c4-ac0701244150&comparison=EXACT&relaystate=f1171977

-5dbb-4f81-869a-d24766241c8f&authnmethod=28.
For more information on the resources made available by Fednot, see https://www.fednot.be/.
b. Act of April 30, 2020 (Belgian Official Gazette May 4, 2020) amending Article 18quinquies Ventose Act (the organic law on the notary's office).

c. The parties can identify themselves with the app ‘Itsme’ (a mobile app allowing identification verification through a fingerprint or access code
(https://www.itsme.be/en/) or with a card reader using e-ID (the Belgian electronic identity card) and the correct pin code. See https:/finance.belgium
be/en/faq/creating-and-stopping-power-attorney#ql.
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to ensure the act's opposability by third
parties (figure 3.22).

The time to obtain certificates
and the transcription and
registration of the notarial act
drive variations in time

Variations in time mainly stem from dif-
fering procedures to obtain the municipal
zoning certificate, receive the 30-year
mortgage certificate from the Office of
Legal Security, receive the clean soil cer-
tificate from the regional database, and
the time for the signed notarial act to be
registered and transcribed at the Office of
Legal Security (figure 3.23).

The time to obtain the zoning certificate
ranging from 14 days in
Bruges and Ghent to 30 days in Brussels.
In all seven cities, the notary requests
the zoning certificate directly from the
municipality. However, procedures vary
for submitting, processing, and releasing
the certificates. Liege is the only city where
the notary requests and also receives the
zoning certificate by registered mail. In
Charleroi and Namur, the municipality has
recently allowed for requests to be made
by email, but certificates are returned via

varies most,

regular mail (table 3.9). Delivery times are
shorter in municipalities where notaries
can obtain the certificate electronically,
whether through a designated portal or by
email.

Depending on location, it takes between
15 and 19 days to receive the 30-year
mortgage certificate from the Office of
Legal Security. This process takes slightly
longer in Brussels (due to the high num-
ber of transactions and bilingualism) and
Antwerp (due to understaffing).**

The time to obtain the clean soil certifi-
cate from the regional authorities is also
longer in Brussels than in the other cities,
taking 10 days on average. In contrast, it is
available online immediately for cities in
Wiallonia and takes two days on average
in cities in Flanders.® In Brussels—which
receives roughly 30,000 requests for
clean soil certificates annually®®*—nota-
ries submit and receive their certificate
online through the BRUSOIL web plat-
form. Manual processing may be needed
for land plots without data in the system.

The time for the transcription and registra-
tion of the property title with the Office

DOING BUSINESS IN BELGIUM

of Legal Security also varies significantly
among the benchmarked cities. Once
the parties have signed the notarial act,
the notary submits the signed act to the
local Office of Legal Security for recording
and transcription in the public registers,
making the transfer opposable to third
parties.”” The notary must file the notarial
act with the Office of Legal Security within
15 days.”® Otherwise, the notary will be
fined.” The notary sends the notarial
act's metadata® to the Office of Legal
Security using the eNotariat eRegistration
application.’”!

At the Office of Legal Security, the Mort-
gage Office Documentation team verifies
and accepts the initial information'® sent
by the notary before forwarding it to the
Registration Service. Once both ser-
vices have verified the documentation and
approved it in their respective systems,
the notary receives two electronic stamps
confirming the transcription and registra-
tion of the notarial act. Applications are
processed fastest in Charleroi and Liege
(eight and nine days, respectively). The
same process takes 18 days in Antwerp,
reportedly due to staffing shortages;'® it
takes the longest in Brussels (23 days).

FIGURE 3.22  Transferring property in Belgium involves interactions with federal, regional, and municipal public agencies

Private sales agreement given by parties to notary

Zoning certificate obtained from municipality

30-year mortgage certificate obtained from Office of Legal Security

Tax certificates obtained from tax authorities |
Clean soil certificate obtained from regional database |
Excerpt and plan obtained from Cadaster

Notarial act drawn up by notary |
Notarial act sent for registration and transcription with the Office of Legal Security |

M Notary

Federal agency M Regional agency

In person or by email

Process varies by municipality*

Requested by email and received by mail**
eNotariat portal

eNotariat portal for Wallonia and Flanders;
Brussels Environment agency platform for Brussels

eNotariat portal
In person or videoconference***

eNotariat portal

Municipal agency

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.
* Zoning certificates requested and received via online portal, email, or mail, depending on the municipality. See table 3.9 for more details.

** At time of data collection, 30-year mortgage certificates were requested by email and delivered by mail. Following the Royal Decree of November 11, 2019, a reform is underway
with the creation of a self-service platform for notaries to allow them to obtain mortgage certificates online from the relevant Office of Legal Security. Implementation of the reform
is expected by spring 2021. As an intermediate measure, since December 2020, notaries have the option of receiving the 30-year mortgage certificate directly in their My e-Box

application. This secure, electronic mailbox can receive, store, and manage official documents sent on behalf of government institutions and agencies. The intermediate measure was

used sporadically in practice at the time of publication.

*** Since May 4, 2020, parties can grant an authentic digital power of attorney to sign the notarial act on their behalf.
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FIGURE 3.23  Obtaining the zoning certificate and transcribing the notarial act are the
procedures with the greatest variations in time
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Source: Subnational Doing Business and Doing Business databases.

Note: In Wallonia (Charleroi, Liege, and Namur), users can obtain the clean soil certificate immediately online. Data for
Brussels are not considered official until published in the Doing Business 2021 report.

TABLE 3.9 Delivery times are faster in municipalities that allow the electronic

issuance of zoning permits

Certificate request Certificate received Delivery time
City by notary by notary (days)
Bruges Online platform* Online platform 14
Ghent Email Email 14
Antwerp Online platform™** Online platform 18
Namur Regular mail or email Regular mail 25
Liege Registered mail only Registered mail 29
Charleroi Regular mail or email Regular mail 29
Brussels Email Regular mail 30

Source: Subnational Doing Business database.
Note: The legal time frame to deliver the zoning certificate is the same in all municipalities (30 calendar days).

* In Bruges, notaries can submit and receive their request for a zoning certificate via the online platform
(https://www.brugge.be/vastgoedinfo).

** In Antwerp, the application and processing procedure for both the urban planning information and urban planning
extract are entirely digital. Notaries can submit and receive the certificates through the online platform
(http://vastgoed.antwerpen.be/aanvraag/aanvraagnotaris.aspx).

Properties with a higher sale turnover and
multiple owners slow processing times at
the Brussels Offices of Legal Security.

Registration taxes make up the
largest portion of the cost to
transfer a property

The cost of registering property comprises
the regional registration tax,'° other fees
set at the national, regional, and munici-
pal level, and notary fees. The regionally
set registration tax is levied against the
property value and paid by the buyer. This
tax, which ranges from 10% in Flanders'®
to 12.5% in Wallonia and the Brussels-
Capital Region,”®® constitutes 98.1% of
the total cost to transfer a property in
Antwerp, Bruges, and Ghent, and 98.5%
in Brussels, Charleroi, Liege, and Namur
(figure 3.24). Among the cities bench-
marked, Bruges records the lowest overall
cost to transfer a property (EUR 210,740)
and Brussels the highest (EUR 262,451).1%

Before signing the notarial act, the buyer
must pay all fees, including registration
tax, to the notary. Once the act is signed,
the notary pays the registration tax by
bank transfer, usually via an outstand-
ing account with the Office of Legal
Security and sends the metadata for the
transcription of the act to the Office of
Legal Security. In Brussels and Wallonia,
the buyer pays the registration tax before
requesting transcription processing; if
they do not, the registration office rejects
the request after four days. In Flanders,
where the payment has not been a pre-
requisite for registration since 2016, the
notary receives a tax assessment from
the Flemish tax administration (VLABEL)
following registration with the Office of
Legal Security.®® The notary pays the
registration tax in the VLABEL's account
no later than the last day of the month;
otherwise, the notary is charged a late
payment and interest.

Notary fees, which are standard across
Belgium and determined on a degressive
scale,® make up the second-largest
component of the cost to transfer prop-
erty. Nationwide, they total EUR 3,484.83,
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FIGURE 3.24  Registration tax represents 98% or more of the total cost of transferring property
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.

representing 1.33% of the total cost in
Brussels and Wallonia and 1.65% in
Flanders. Due diligence fees for notary
research before drafting the notarial act
comprise the remaining cost (ranging from
EUR 554 in Charleroi and Liege to EUR 638
in Ghent). In all cities, the fees associated
with  federally-mandated procedures—
whereby the notary obtains documents
from the Office of Legal Security, Internal
Revenue, and Cadaster®—and the final
registration fee charged by the Office of
Legal Security for the transcription of the
notarial act total EUR 473.80."" The fee
for the clean soil certificate, set regionally,
varies from EUR 30 in Wallonia to EUR 38
in Brussels-Capital region and EUR 54 in
Flanders."™ An administrative fee for issu-
ing the municipal zoning certificate is the
only local fee associated with the prop-
erty transfer process. This fee is highest in
Ghent (EUR 110); the other benchmarked
cities charge between EUR 30 (Bruges)
and EUR 90 (Antwerp).

Belgian cities perform on par
with the EU for quality of land
administration, but there is room
for improvement

All Belgian cities benchmarked score
23 out of 30 points on the quality of

land administration index. The index
measures five dimensions: reliability of
infrastructure, transparency of informa-
tion, geographic coverage, land dispute
resolution, and equal access to property

rights.”

On the reliability of infrastructure compo-
nent, which measures whether the land
registry and mapping system (Cadaster)
have adequate infrastructure to guar-
antee high standards and reduce errors,
all Belgian cities score 6 out of 8 points.
Although all maps are kept in a fully digital
format at the Cadaster (Administration
for Measures and Assessments), many
titles are only scanned at the immov-
able property registry (Office of Legal
Security). Belgium has had an electronic
database for checking encumbrances in
electronic format for the past 20 years—
fully digitalizing all land titles would
increase the system’s reliability, allowing
the benchmarked locations to obtain the
maximum score for this component. In
addition, although the Cadaster and Land
Registry maintain separate databases,
they are linked and integrated into a single
database, PATRIS (Patrimony Information
System), facilitating the correlation of
property data.

All Belgian cities score 3 out of 6 points
on the transparency of information com-
ponent, which measures whether and how
the land administration system makes
land-related information available to the
public. Anyone who pays the official fee
can obtain information on land ownership
from the Administration of Legal Security.
Also, FPS Finance makes fee schedules
for all types of property transactions pub-
licly available on its website.™ However,
the Administration for Measurements
and Assessments does not set a clear
deadline to deliver the updated cadastral
map when necessary. And the Office of
Legal Security does not publicly commit
to delivering a legally binding document
that proves property ownership within a
specific timeframe. Furthermore, official
statistics tracking the number of transac-
tions are not publicly available. Finally,
despite having a specific and separate
mechanism for filing complaints with
the Office of Legal Security, there is no
mechanism for problems arising with the
Cadaster, which is also housed under the
General Administration of Patrimonial
Documentation.

The geographic coverage component
measures the extent to which the land
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registry and mapping system provide
complete geographic coverage of privately
held land parcels. All Belgian cities score
the maximum points on this component
(8 out of 8 points) as all privately held land
plots are mapped and registered.

The land dispute resolution component
measures the accessibility of conflict
resolution mechanisms and the extent
of liability for entities or agents recording
land transactions. It also considers how
efficiently the courts (as a last resort)
handle disputes. All Belgian cities per-
form well on this component, scoring 6
out of 8 points. Property disputes that go
to court in Belgium are resolved relatively
quickly (1-2 years). Establishing a com-
pensation mechanism to cover losses
incurred by potential mistakes in the
information provided by the land registry
(Office of Legal Security) and publishing
statistics on land disputes would allow
the benchmarked locations to improve
their scores for this component.

WHAT CAN BE IMPROVED?

Fully implement existing regulation
enabling notaries to obtain the
mortgage certificates online

In 2019, Belgian authorities took a sig-
nificant step to digitalize the land transfer
process by adopting a regulation allowing
notaries to obtain the mortgage certificate
online.™ However, implementation remains
pending; getting the paper mortgage cer-
tificate and having it delivered by post still
takes between 15 and 19 days in the bench-
marked cities. Although technical and legal
aspects were reportedly resolved—allowing
the system to go live in spring 2021—it is
too soon to assess how the system works in
practice. Belgian authorities could conduct
an outreach and communication campaign
to stimulate uptake.

Assess the possibility of
streamlining and fully digitalizing
notary interactions with FPS Finance
Notaries interact with FPS Finance four
times during the property registration

process. Three of these interactions are
at the due diligence stage. The notary
requests the 30-year mortgage certificate
from the Office of Legal Security, the
cadastral excerpt from the Cadaster, and
the federal tax notifications from the
Internal Revenue Service—all of which are
housed under FPS Finance. FPS Finance
could assess the possibility of establishing
a one-stop shop for notaries to obtain the
mortgage certificate, cadastral excerpt,
and tax certificates in one interaction.

In ltaly, the land registry and cadastral
databases are linked, allowing notaries
to conduct both the title search and the
cadastral search in a single step. When
applying to register a new deed, notaries
use a single online form (Adempimento
Unico Telematico) to lodge records and
register ownership rights online. In a single
electronic transmission digitally signed by
the notary, the following information is sent:
(i) data concerning the payment of taxes;
(i) the offices of destination (Tax Agency
for tax registration, Land Agency for the
Land Registry and Cadastral office (jointly));
(iii) the certified copy of the deed with
attachments. Taxes are credited directly to
the central Revenue Office, and the various
offices retain the competence to verify the
correctness of the payment. Land registry
and cadastral information are updated auto-
matically. Such system integration facilitates
rapid property transfers, which in Italy take
only four procedures in 16 days.

Reduce the time to get the municipal
zoning certificate

The benchmarked cities can
zoning certificate delivery times. As a
first, short-term step, Liege can explore
the possibility of allowing the notary to
request certificates by email and along
with Brussels, Charleroi, Namur consider
returning them via the secure My e-Box
application. Doing so would accelerate
the process by eliminating the need to
send documents via postal mail.

reduce

Establishing online portals to request and
deliver the zoning certificate electroni-
cally could also benefit the benchmarked

cities. Antwerp and Bruges have existing
electronic platforms that allow users to
request the certificate. Fully electronic
systems reduce the administrative burden
on municipal staff by directly entering the
requested data into the system (eliminat-
ing the need to process paper forms).
When considering whether to set up
such a platform, cities should assess their
existing IT systems to identify potential
upgrades that would speed the search for
the required certificate information. Owing
to a lack of IT system integration, the
process in Liege is cumbersome despite
the city's use of electronic platforms. First,
municipal agents consult the GIG portal
(a paid service with regional jurisdiction),
which automatically generates the certifi-
cate layout. Then, before completing the
certificate manually, the agent accesses
the city's URBAN software (containing
permit files) to locate information on
any previous permits associated with the
property (back to 1977) and any planning
violations. The URBAN and GIG systems
could be linked to allow the automatic
entry of municipal data.

Finally, all cities could consider offering
a fast-track procedure for an extra fee.
Brussels has an expedited procedure, but
it only applies to judicial sales of property.

Assess the feasibility of lowering
registration taxes for property
transfers

Property transfer taxes are an important
source of government revenue. But when
transfer fees and taxes are too burden-
some, entrepreneurs may undervalue
their property. With the regional registra-
tion tax set at 10% of the property value
in Flanders and 12.5% in Brussels and
Wallonia, the average cost to transfer
property is 11.6% of the property value,
more than twice the EU average. Belgium
could consider lowering registration taxes
to make property transfers more afford-
able and more attractive for property
investment.

The authorities could conduct revenue
impact studies and tax simulations to
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assess whether the property transfer tax
rate could be reduced in a way that is
revenue neutral or revenue positive. Over
the past decade, more than 50 economies
worldwide lowered transfer taxes and
other government fees related to property
registration. Croatia lowered its property
transfer tax in 2017 from 5% of the prop-
erty value to 4%. Greece also reduced its
property transfer tax, lowering it from 10%
of the property value to 3%. And, in 2005,
Slovakia stopped levying tax on property
transfers altogether. Property purchases
are subject only to VAT, income tax, and
yearly municipal tax."®

Consider introducing a fast-track
procedure for the transcription of
the notarial act for an extra fee

The Office of Legal Security processes
applications for transcription of the
notarial act in the order in which they are
received, and all applicants pay the same
transcription fee of EUR 220. Although
the Office of Legal Security sets an inter-
nal processing time frame, the time for
notarial act transcription can vary depend-
ing on the complexity of the transaction
and the office's workload of the office.”
There is currently no fast-track procedure
to submit the data and pay the fees.

The authorities could consider establish-
ing a fast-track application processing
procedure for an extra fee. Other European
economies have introduced similar proce-
dures with positive results. In Lithuania,
it typically takes 10 business days to
complete registration with the Real Estate
Register. Entrepreneurs who wish to have
their property registered sooner can pay
a higher registration fee for faster service:
30% more than the standard fee for
registration in three business days, 50%
more for registration in two business
days, and 100% more for registration in
one business day. Similarly, in Portugal,
entrepreneurs can register their property
in one to two business days by paying a
100% markup on the registration fee.

Increase transparency by publishing
the list of documents required

to complete property transfers

and official statistics on land
transactions

The authorities do not publish a compre-
hensive list of the documents required to
transfer property in Belgium on the FPS
Finance website." Belgium and Poland
are the only EU member states that do not
publish this information. Making the list of
documents and requirements to complete
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a property transfer publicly available
removes informational discrepancies and
improves transparency. Publishing this
information also allows the parties to
begin gathering the required documents
even before contacting the notary, reduc-
ing the time between the signing of the
private act and the notarial act. Given the
delays in obtaining the zoning certificate,
the seller could request this document
when putting the property up for sale.

Publishing information on land transac-
tions (number, type, and value) would
allow third parties to determine property
ownership and study real estate market
trends. It would also strengthen a culture
of accountability in the Office of Legal
Security. In the European Union, 16 out of
27 economies publish property transfer
statistics (figure 3.25). Land registries in
Lithuania, Norway, and Romania—and
many other EU economies—publish these
statistics on a monthly basis.

Increase the transparency of the land
administration system by collecting
and compiling statistics on land
disputes for each applicable local court
When land disputes occur, ensuring
that they clear the courts quickly is

FIGURE 3.25 Most EU economies publish land-related information and property transaction statistics

M Land-related information

W Property transactions statistics

Source: Doing Business database.
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important—citizens' resources should
not be unnecessarily tied up in the legal
system. However, Belgium does not
make information on land disputes in the
courts publicly available. Such statistics
inform citizens about the court's true
performance. They also provide the court
with information on current bottlenecks
and challenges that can inform future
reform initiatives.

Court statistics should be published
continuously and updated regularly.
Authorities in Norway publish detailed
and disaggregated statistics on land
transactions and update them on each
quarter. Croatia, Ireland, Slovenia, and
the United Kingdom also publish court
statistics on land disputes.

Introduce publicly available and
binding service delivery standards for
all services provided by the Office of
Legal Security and Cadaster

The Office of Legal Security sets internal
processing times for entering the data
into the relevant mortgage and cadastral
registries, but these are not public or
binding. Although the Cadaster pub-
lishes binding deadlines to provide the
cadastral excerpt (within 48 hours for
automatically generated documents or
10 business days for others) on its web-
site, there is no deadline for updating the
cadastral map."™ Both administrations
could consider establishing deadlines
and making them public.

Service delivery standards allow the bene-
ficiaries of public services to know what to
expectinterms of timeliness and accuracy.
Economies that do not establish service
tend to complete property transfers less
efficiently (figure 3.26). Publishing this
information—including clear definitions,
indicators, timetables, and the names of
officers in charge—would boost service
quality, facilitate monitoring and evalua-
tion, and strengthen citizen confidence in
Belgium's institutions. The Netherlands,
the Slovak Republic, and Sweden cur-
rently publish property transfer service
standards.

Establish a compensation
mechanism to cover losses incurred
by parties who engage in good faith
property transactions

The state guarantees Belgium's immov-
able property registration  system.
However, no specific compensation
mechanisms exist to cover losses by
parties engaging in good faith property
transactions due to erroneous informa-
tion provided by the Offices of Legal
Security. Instead, the courts typically set-
tle these matters, which can be a costly
and lengthy process. Some countries cre-
ate funds to compensate parties suffering
losses, especially when mistakes cannot
be corrected without affecting bona fide
titleholders. The United Kingdom has a
statutory compensation scheme under
which claims for indemnity are made
directly to HM Land Registry. Parties
can submit claims for mistakes in the
register or other reasons, such as the
loss or destruction of records. Similarly,
the Irish Property Registration Authority
allows claimants to file for compensation
directly with them; the Swedish Land
Code provides that the state compensate
the claimant for losses in case of a mis-
take by the property registry.

Consider setting up a separate

and specific mechanism to handle
complaints regarding property
mapping at the Cadaster

Belgium lacks a specific complaints
mechanism for problems with the
mapping of a land plot at the Cadaster.
Currently, parties must file a complaint
through the FPS Finance website or notify
the Cadaster of a potential error via the
customer service contact form or web
support email address. Neither of these
is independent. Having access to an
independent and specific mechanism
would be beneficial in several ways.
First, having a mechanism specifically
for property cases provides an appropri-
ate level of attention to the real estate
industry, a major component of the
economy. Second, the mechanism’s
independence can increase efficiency
in handling complaints and minimizing

FIGURE 3.26  Economies that publish
service standards tend to be more efficient
in completing property transfers

Average time to complete property transfer
(days)

70

Economies with
service standards

Economies without
service standards

Source: Doing Business database.

corruption or unnecessary disputes with
land registry authorities. Third, correcting
administrative errors in property registra-
tion reduces the potential of future legal
disputes, which could become costly for
both the plaintiff and the government.

The United Kingdom's Independent
Complaints  Reviewer (ICR)™?°
example of good practice that Belgium
could emulate. The ICR handles com-
plaints related to the HM Land Registry
only. The ICR—neither a civil servant nor
an employee of the HM Land Registry—is
funded by HM Land Registry but entirely
independent.

is an
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Enforcing Contracts

Social distancing measures during the
COVID-19 pandemic led to the suspen-
sion of in-person court hearings around
the world. Belgium's courts responded by
expanding their use of technology, includ-
ing electronic filing of complaints through
the Digital Platform for Attorneys (DPA)
and hearings by videoconference.”” These
temporary measures improved court effi-
ciency and maintained access to justice.

Strong and efficient judicial institutions
will play an important role in the path to
economic recovery when the global pan-
demic ends. Efficient courts matter for
economic activity because they increase
the participation of firms and investors in
the market.'??

Commercial litigation in Belgium
is faster and cheaper than the EU
average

Enforcing contracts is most efficient in the
city of Namur, where resolving the Doing
Business case study's standardized com-
mercial dispute is the fastest and least
expensive (table 3.10). Contract enforce-
ment in Namur takes 313 days, faster
than any other EU capital as measured
by Doing Business.”* Across Belgium, it

takes 430 days to resolve a commercial
dispute—nearly eight months shorter
than the EU average (653 days). Courts
in all Belgian cities benchmarked enforce
contracts faster than the EU average
(figure 3.27). Even Belgium's slowest
performance of 505 days (in Brussels) is
faster than in 17 EU member states.

Enforcing contracts in Belgium is signifi-
cantly less costly than the average in the
European Union and globally. At 151%
of the claim value, contract enforcement
costs just three-quarters of the EU average
(20.4%) and less than half the global aver-
age (32.9%). Any Belgian city would rank
among the 10 least expensive EU capital
cities measured by Doing Business. In
Namur, enforcing a contract is less expen-
sive (11.3% of the claim value) than every
EU capital except Luxembourg (9.7%). At
14%, Ghent is similarly inexpensive, with
contract enforcement costing more than
only Luxembourg and Slovenia (13.5%)
among EU member states.

Despite its relatively efficient and inex-
pensive contract enforcement process,
Belgium lags other EU member states
for the quality of judicial processes. This

TABLE 3.10  Enforcing contracts in Belgium: where is it easiest?

Score Time Cost Quality of judicial
City Rank (0-100) (day) (% of claim) processes index (0-18)
Namur 1 72.00 313 11.3 8
Charleroi 2 69.47 340 16.1 8
Antwerp 3 66.80 439 16.0 8
Ghent 4 66.71 470 14.0 8
Liege 5 66.29 460 15.9 8
Bruges 6 65.55 485 16.0 8
Brussels 7 64.85 505 16.4 8

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are calculated on the basis of the unrounded scores, while scores with only two digits are displayed
in the table. Rankings are based on the average enforcing contracts score for time and cost associated with enforcing
a contract, as well as for the quality of judicial processes index. The enforcing contracts score is normalized to range
from 0 to 100 (the higher the score, the better). For more details, see the chapter “About Doing Business and Doing
Business in the European Union 2021: Austria, Belgium and the Netherlands." Data for Brussels are not considered

official until published in the Doing Business 2021 report.
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index measures whether an economy has
adopted a series of good practices in its
court system in the areas of court struc-
ture and proceedings, case management,
court automation, and alternative dispute
resolution. All benchmarked Belgian cit-
ies score 8 out of 18 points on this index,
better than only the Netherlands among
EU member states and 3.5 points below
the EU average. Notably, Belgium scores
just Tout of 6 points on the case manage-
ment component and O out of 4 points
for court automation.

Belgium’'s commercial courts (Tribunal de
I'entreprise/Ondernemingsrechtbank)'
and commercial divisions of courts of
first instance have jurisdiction to hear the
Doing Business case—a breach of contract
dispute between two companies valued
at EUR 82,679 (200% of income per
capita).””® These courts are presided over
by specialized judges (juges au tribunal
de l'entreprise/rechters in de ondernemi-
ngsrechtbank), who are jurists appointed
for life, and lay judges (juges consulaires/
rechters in handelszaken), who are lay-
men, tradesman, and businessmen that
temporarily assume a judicial function.?

Belgium has nine commercial courts,
including two in Brussels (a French-
speaking one and a Dutch-speaking one),””’
which consist of one or more divisions. Of
the benchmarked cities, there is no stand-
alone commercial court in Bruges, Namur,
and Charleroi. Instead, dedicated divisions
at the Ghent, Liege, and Hainaut commer-
cial courts serve these locations.

The Judicial Code (Code Judiciaire/
Gerechtelijk Wetboek) governs litigation
in Belgium. Cases brought before the
commercial court typically comprise

three stages (figure 3.28).

In the first phase, the case is filed with
the registrar (and the judge is notified),
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FIGURE 3.27 Contract enforcement is efficient, but there is room for improvement in the quality of judicial processes
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Source: Subnational Doing Business and Doing Business databases.

Note: EU averages use economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.
Data for Brussels, EU averages, and EU comparator economies are not considered official until published in the Doing Business 2021 report.

the court summons the defendant, and
the parties meet at a preliminary hearing
(audience  d'introduction/inleidingszit-
ting).”?® In commercial disputes, the bailiff
serves a certified copy of the writ to the
defendants in person. In ordinary pro-
ceedings, the service of process period
takes a minimum of eight days under
penalty of nullity.”® The parties usually
have a minimum of three weeks between

the delivery of the summons and the pre-
liminary hearing to prepare. The hearing
generally serves the purpose of filtering
out straightforward cases from those
that require additional attention. At this
hearing, the parties agree on a schedule
to exchange briefs."°

Given the judge's high level of discre-
tion in trial management, local practices

FIGURE 3.28 Ordinary judicial administration before Belgium's Commercial Court

consists of three steps
Introduction

=

* Court filing
* Summoning the

other party

* Appearance at the
introductory hearing

Handling of case

* Preparing and

exchanging briefs
* Pleading

Judgment

* Closure of debates

* Judgment

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.

influence trial dynamics. In some cities
(Charleroi), the first hearing is an oppor-
tunity to gather evidence; in others
(Antwerp, Ghent, and Bruges), the hear-
ing is mainly used to agree on a pleading
schedule to organize case proceedings.
In Ghent and Bruges, cases are often
referred to pleading sessions without
prior investigation during the preliminary
hearing, resulting in structural backlogs
at the local divisions.” In the Dutch-
speaking Brussels Commercial Court,
the COVID-19-related suspension of
preliminary hearings between March 13
and May 29, 2020, resulted in a sizeable
case backlog.®* Over the summer, how-
ever, the court held numerous “catch-up”
sessions, ensuring that 2020 processing
times remained similar to those recorded
in 2019.

In the second phase of commercial case
litigation, the parties exchange briefs and
the case is deemed ready for adjudica-
tion." For the Doing Business case study
scenario, anywhere from two to four
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hearings are required to make a judgment.
COVID-19 lockdowns and social distanc-
ing measures facilitated a technological
shift for these hearings that otherwise
may not have happened so soon; many
were conducted via videoconference dur-
ing the pandemic for the first time.

In the third and final phase, the judge
deliberates and pronounces a judgment
after reviewing the evidence (including
expert reports) and listening to argu-
ments. Lawyers interviewed for this study
commended the pragmatic approach of
some Belgian judges toward evidence
gathering. In Charleroi, for instance,
judges have informed their judgments
by going onsite, duly accompanied by a
technical professional, to gather firsthand
information. Court officials estimate that
onsite assessments can expedite the
trial 13

Following debate closure, the judge
has one month to render the verdict.®
However, the French-speaking Brussels
Commercial Court falls short in this
regard: in 2019, the court released less
than half (48%) of verdicts within a
month.¢ The Dutch-speaking Brussels
Commercial Court performs slightly bet-
ter (78% of cases), but even so, the court
failed to meet the deadline in 22% of
cases.®” Within eight days of the verdict,
the clerk sends an unsigned copy to each
party or their lawyers by postal mail.”*®

Enforcement—a separate judicial
process—is managed by a bailiff (huis-
sier de justice/ gerechtsdeurwaarder), a
private enforcement agent with the legal
authority to execute court orders, seize
debtor's assets, and organize auction
sales.™ Once the final judgment gener-
ates the execution title, which becomes
fully enforceable after one month, the
bailiff may attach the debtor's assets
upon serving the debtor.® The sale of
the debtor's assets can then proceed; this
typically occurs in the bailiff's auction
room, other public facilities, or electroni-
cally as determined by law.™'

Contract enforcement is fastest
in Namur and Charleroi and

takes the longest in Bruges and
Brussels

In Namur, the average contract enforce-
ment trial is nearly seven months shorter
than in Brussels, the Belgian city where
contract enforcement takes the longest
(figure 3.29). Adjournments are not
granted easily in Namur. Hearing plan-
ning is usually agreed upon between the
judge and parties during the introduc-
tory hearing. The judge only requires a
meeting date before rendering a verdict.
In Brussels, adjournments occur more
frequently, and waiting periods between
hearing dates tend to be longer (up
to three months). In 2019, the Dutch-
speaking Brussels Commercial Court suf-
fered from several structural problems,
including work overload and understaff-
ing challenges.? Although the staffing
rate of professional judges was 91% in
Antwerp, 89% in Ghent, 94% in Liege,
90% in Hainaut, and 93% in the French-
speaking Commercial Court in Brussels,
the average staffing rate of judges in the
Dutch-speaking Brussels Commercial
Court in 2019 was only 64%.'*3 The lack
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of magistrates slowed the speed of the
judicial system.

Ghent's Commercial Court has separate
divisions to hear commercial cases
from Ghent and Bruges. According to
contributors to this study, the process of
integrating these two divisions—ongo-
ing since 2013—remains incomplete.
Furthermore, the court faces staffing
challenges in 2021, with six judges
assigned to the Ghent division but only
three judges assigned to the Bruges divi-
sion. Contributors report that judges tend
to not weigh or filter cases effectively
during the first hearing. Instead, cases
are sent directly to pleading chambers.
Furthermore, judge shortages may result
in more adjournments. Judges are also
reluctant to refer cases to alternative dis-
pute resolution (ADR); an ongoing pilot
project in Ghent encourages judges to
take a more active role early in the judicial
process.'

Antwerp also faces staffing issues in
2021. Staff shortages at the registry
mean longer processing times for
pleadings,'* and judicial vacancies slow

FIGURE 3.29 The trial and judgment phase in Namur is six months shorter than in

Brussels
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual
economies are for their capital city as measured by Doing Business. Data for Brussels and EU averages are not
considered official until published in the Doing Business 2021 report.
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contract enforcement. The shortage of
judges is the result of too few candidates
passing the October 2020 exam to
become ajudge (acces ala magistrature/
magistratenexamen).® Since 2013, the
number of candidates taking or passing
the exam has fallen across Belgium. In
2020-21, only 33 of 48 open positions in
Belgium were filled. To increase the num-
ber of candidates, the High Council of
Justice added a second exam each year.
Until demand can be fully met, substitute
judges will continue to be called upon to
prevent unnecessarily long determina-
tion periods and further suspensions of
chambers.

In Charleroi and Namur—where courts
are  appropriately  staffed—contract
enforcement is relatively fast, particularly
in the trial and judgment phases. Parties
can typically schedule the introductory
hearing within 10 calendar days, faster
than in Bruges (three weeks), where

judges have heavier caseloads.

The process initiates when the bailiff
serves process.”” During the COVID-19
pandemic, the government temporar-
ily allowed the filing with the registry of
complaints and petitions addressed to
the judge, either by email from lawyers
and bailiffs or through the electronic filing
system (DPA-Deposit)."*® In practice, it
takes between 10 and 30 days for lawyers
in Belgium to prepare the complaint, reg-
ister the claim with the court, and serve
the defendant. With the process taking
an average of 18 days across cities, filing
and serving the complaint is significantly
faster in Belgium than the EU average (41
days).

The time to complete the trial and judg-
ment phase of the dispute, which drives
the overall performance of courts across
the country, mainly depend-
ing on the local courts’ approach to
adjournments, judge caseloads, and the
availability of hearing sessions in the
court schedule. The trial and judgment
phase—the period between the moment
a defendant is served and the moment

varies

a judge renders the decision—can range
from 235 days in Namur to 400 days in
Brussels, still faster than the EU average
(469 days). Adding to trial delays caused
by staffing shortages, in Antwerp, Ghent,
and Bruges, experts often take up to six
months to deliver their report, which is
significantly longer than in Namur and
Liege (where it takes three months at
most). Organizational issues in Ghent
and Bruges challenge the ability of judges
to perform effective supervision of the
expert's work. Consequently, experts
take a longer time to compile their
reports. In contrast, in Liege and Namur,
where staffing is not an issue, judges
closely monitor the expert's work and are
more likely to visit the site to assess the
situation firsthand.

The creditor works with the bailiff
to enforce the judgment against the
debtor's assets. The time required to
enforce a judgment is largely determined
by the type of attachment performed.
The bailiff serves the debtor with a court
order for attachment.” The sale may
proceed after one month, normally in
the bailiff's auction room."° Enforcement
procedures take from 68 days in Namur
to 100 days in Liege, two cities under the
same court's jurisdiction. Differences are
mainly the result of the higher workload
of the 74 bailiffs working in the Liege
judicial arrondissement (compared to 31
bailiffs in the less-populated Namur judi-
cial arrondissement).” Enforcement time
is similar across the other benchmarked
cities, ranging from 90 days (Brussels,
Charleroi, Ghent, and Bruges) to 93 days
(Antwerp). There is no incentive for bai-
liffs to delay enforcement proceedings—
their fees are fixed by Royal Decree.®

The low cost of contract enforcement
across Belgium is the result of modest
attorney and court fees (figure 3.30).
Attorney fees, which comprise the bulk of
the cost, are unregulated and tend to be
lower in the Walloon cities.” In Flanders,
where more than 60% of Belgian
businesses are located, most lawyers
specializing in business law operate in

larger towns. For example, Ghent, a met-
ropolitan area of 500,000 inhabitants,
has only 50 business lawyers, whereas
Antwerp has more than three times that
number (165), despite the city having
only twice Ghent's population.™ Lower
fees are likely the result of lower demand
for judicial services on account of the
presence of fewer commercial entities.™

The court fees required to start judicial
proceedings in a commercial case are
the lowest in the European Union and
uniform across Belgian cities.”® What
varies across Belgian cities is the expert
fee. Expert fees are slightly higher in
Charleroi and Brussels. However, there
is neither uniformity nor effective control
over the expert's fees and expenses.””
The parties and counsel can be hesitant
to question the expert's statement of
fees and expenses due to perceived
dependence on the expert's goodwill in
future appointments. As a result, they
rarely challenge the statement of fees
and expenses.’®®

Since February 1, 2019, clerks' offices can
no longer require litigants to pay court fees
(droit de role/rolrechten) before their case
is filed. Instead, court fees are due and
payable to the tax authorities when the
final decision is issued.”™ Regardless of the
value of the claim, all commercial courts
impose the same court fee of EUR 165.6°

Enforcement costs, which are regulated
by Royal Decree, vary minimally from one
court to another. They primarily depend
on the cost to identify the defendant’s
assets and store the seized goods and
the cost of organizing the public sale.'®
The client or bailiff advances the cost of
organizing the sale; this amount is then
deducted from the proceeds.

With the legal framework applied con-
sistently nationwide, all Belgian courts
follow the same judicial processes as
measured by Doing Business.'®® All courts
score 8 out of 18 possible points on the
quality of judicial processes, below the
global average of 8.8 points (figure 3.31).
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FIGURE 3.30 Attorney fees comprise the bulk of litigation costs in Belgium, which are

lower than the EU average
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual
economies are for their capital city as measured by Doing Business. Data for Brussels and EU averages are not
considered official until published in the Doing Business 2021 report.

Notably, court automation in Belgium is
not well developed.

The availability of electronic means for
case management is among the low-
est in the European Union.'®® However,
some electronic features were allowed
temporarily as part of the government's
response to COVID-19. For example,
system users could submit initial com-
plaints or electronic court fee payments
electronically between March 18, 2020,

and March 31, 2021.%* Previously, they
had to be filed manually or paid in per-
son. Furthermore, few commercial court
judgments are published,® preventing
litigants from fully assessing their rights.

Belgium also lags in case manage-
ment techniques for judges, lawyers,
and parties to a dispute. For example,
although efforts are underway to man-
age cases more actively early on (during
the preliminary hearing), Belgium does

FIGURE 3.31

The level of court automation and case management is low across Belgium

Court structure and proceedings (-1-5)

6

5

Alternative dispute
resolution (0-3)

Case management (0-6)

Court automation (0-4)

Belgium average

— EU average

EU best

Source: Subnational Doing Business and Doing Business databases.

Note: The average for the European Union is based on economy-level data for 27 EU member states. Among EU
member states, Croatia, Poland, and Romania score highest on the court structure and proceedings index. Latvia has
the highest score on the case management index. Estonia, Lithuania, and the Slovak Republic, score highest on the
court automation index. Germany, Hungary, Italy, Lithuania, Latvia, Poland, Romania, and Spain score highest on the
alternative dispute resolution index. Data for Brussels, EU average, and EU best performance are not considered official

until published in the Doing Business 2021 report.
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not offer pretrial conferences'®® in com-
mercial litigation. The case management
system also suffers from a lack of court
digitalization. Paper files are the rule in
Belgian courts—electronic case man-
agement systems are usually limited to
the presentation of written arguments.
Other standards for court structure and
proceedings, and commercial arbitration
regulation, are more in line with Belgium's
European Union peers. For example,
small claims courts are available, with
a fast-track procedure that allows self-
representation. Belgian litigants also have
access to nine specialized commercial
courts and divisions across the country,
which supports consistency in the
application of the law and increases pre-
dictability for court users. Like courts in
162 other economies worldwide, Belgian
courts randomly assign cases to judges;
this process is done manually in Belgium.

Regarding commercial arbitration, valid
arbitration clauses are enforced in prac-
tice. Voluntary mediation is permitted,
although there are no financial incentives
to encourage ADR.'®

WHAT CAN BE IMPROVED?

Expand the use of virtual hearings
and electronic document filing

In addition to fully staffing its courts, a
main challenge for the Belgian judiciary
will be to transition toward court auto-
mation. In response to the COVID-19
pandemic, a Royal Decree provided the
legal framework for the temporary use
of written arguments and the possibil-
ity of virtual hearing in place of physical
hearings.'®® Judges can grant or deny the
use of videoconferencing technology in
their case, but the written procedure is
recommended. Virtual meetings—Ilack-
ing a set legal framework—are a second-
ary option and available only in special
circumstances.

Providing the legal framework to make

virtual hearings a permanent option to
litigants would provide more flexibility in
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organizing litigation. Doing so could make
it easier to agree on a suitable hearing date,
reduce lawyers' waiting times at hearings,
and eliminate commuting time to court.
Furthermore, virtual hearings could reduce
the impact of common circumstances that
currently warrant a hearing adjournment
(such as the unavailability of a hearing
room or minor health condition of one
of the parties). Belgium could follow the
example of other economies with a legal
framework allowing litigation to occur
remotely. In Estonia, users can complete
all steps of a legal dispute remotely, from
initiating the case to the publication of
the decision. During the 2020 COVID-19
lockdown period, around 61% of hearings
were held online in Estonia, keeping con-
stant the number of cases decided from
the previous quarter (when there was
no lockdown).® In Singapore, the Chief
Justice of the Supreme Court cited time
and cost efficiencies as the justification to
resume most cases virtually (and continue
virtually on a permanent basis)."”°

Introduce more e-features in courts,
especially for commercial litigation
and small claims

COVID-19 has highlighted the suboptimal
nature of courts around the world. In
many jurisdictions, the shift toward virtual
justice is gaining momentum and improv-
ing court efficiency. However, with a low
level of court automation, Belgium lags
in this regard. The Belgian Judicial Code
does not provide for electronic service of
process or electronic payment of court
fees. Although DPA-Deposit has been
rolled out in recent years,"”" there is still no
fully-fledged electronic case file system.
The clerk’s office of the Dutch-speaking
Brussels Commercial Court still prints all
procedural documents uploaded via e/
DPA-Deposit and case-related communi-
cations sent via email and attaches them
to the (traditional) paper file.”? As a result,
the benefits of automatization are limited,
and understaffed registries are burdened
with additional (and unnecessary) work.

Electronic features such as e-filing of cas-
es, e-service of process, and e-payment of

court fees can streamline and accelerate
the process of commencing a lawsuit. But
court automation has broader benefits.
Electronic records tend to be more con-
venient and reliable. Reducing in-person
interactions with court officers results
in better access to courts. Furthermore,
studies show that when electronic filing is
implemented in courts, the accessibility of
information increases and access to and
delivery of justice improves consider-
ably.””® These features also reduce the cost
to enforce a contract—court users save
in courthouse visits, while courts spend
less on storage costs, archiving costs, and
court officers’ costs.

To highlight those features that would
be most helpful to the Belgian judi-
ciary, a delegation of policy makers and
selected judges could look to jurisdic-
tions with more advanced automated
court systems, such as Canada, Estonia,
the Republic of Korea, and the United
Kingdom. In the context of the Asia-
Pacific Economic Cooperation Ease of
Doing Business Action Plan,”* Korea has
provided assistance to Indonesia, Peru,
and the Philippines, in this area. Korea
has also hosted several workshops to
share knowledge and provide techni-
cal assistance in the field of contract
enforcement and judicial organization."””

Introducing new electronic features to
Belgium's courts will require an accompa-
nying public outreach campaign as well
as training opportunities for its intended
Early stakeholder engagement
is essential to ensure that lawyers are
aware of the new system, understand its
benefits, and know how to use it. Making
the new features mandatory is one way to
promote the new system. Spain passed a
law in 2015 mandating that all stakehold-
ers involved in judicial proceedings use
electronic communications through the
existing LexNET system to present any
document to the courts, including the
initial complaint. In addition, the Dean of
the Courts of Madrid approved an order
whereby submission of paper documents
would no longer be permitted after a

users.

certain date; instead, parties would have
to file documents through the LexNET
system.

Optimize the electronic case
management system for judges and
lawyers

Courts and lawyers in Belgium have used
the DPA platform since June 2017.7¢ The
platform consists of the DPA-Box, the
lawyer's personal archive system, and the
DPA-Deposit, a digital tool permitting the
exchange of briefs and documentation
with the courts, confreres, or third par-
ties.””” The system has limited capabilities
in its current state. Judges, for example,
cannot send simple notifications or
emails directly to lawyers. Lawyers can-
not track the status of a case and are not
able to file the case electronically or view
court orders and decisions. The Belgian
government issued a temporary measure
in 2020 allowing the electronic filing
of petitions or requests addressed to
judges only in response to the COVID-19
pandemic.

Economies with virtual courts have
effective electronic systems to support
case management. Korea provides a
comprehensive system that
allows judges to adjudicate up to 3,000
cases a year, manage up to 400 cases a
month, and hear up to 100 pleas a month.
Among other features, the system assists
in writing judgments and can generate
court orders semiautomatically.””® Korea's
system also maintains an electronic
database of judicial files and decisions,
which provides reliable recordkeeping
and easy access to case law for inter-
ested parties. Lastly, the system ensures
a random assignment of cases through
an automated process, reducing the risk
of lawyer influence in the selection of
judges.

e-court

Set legal limits on the granting of
adjournments

Part of good case management is estab-
lishing, together with the parties, a clear,
reasonable, and realistic timeline for a
case, as well as clear rules limiting the
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use of adjournments. However, timelines
require rules to be enforced. As early
as 1984, the Committee of Ministers of
the Council of Europe advised against
having more than two hearings (prepa-
ratory and trial hearing). It also recom-
mended that adjournments should not
be granted unless “new facts appear
or in other exceptional and important
circumstances.””® Only nine EU member
states (Belgium is not one of them)
impose limitations on adjournments
that are respected in practice.”®® Norway
regulates adjournments strictly and
ensures that hearings and trials are held
as scheduled.® At the Tingrett Nedre
Romerike District Court in Norway, the
court's case administrators work actively
to schedule cases within the set deadlines
and targets, and lawyers are expected
to conduct the case within official time
limits. If the lawyer is unavailable, the
administrators push for a transfer of the
case to another lawyer at the same firm.
The court’s practice on adjournments is
restrictive and mainly limited to illness
documented by a doctor's certificate.'®?

Encourage alternative dispute
resolution

Belgium has a robust framework for both
arbitration and mediation,'®> but the
courts could increase the use of these
ADR mechanisms. Attorneys interviewed
for this study suggest that ADR solutions
could be promoted more effectively
during the introductory hearing. Judges
could take a more active role at the outset
of the judicial process to identify cases
that are good candidates for settlement.
Mediation is generally a cost-effective
mechanism for resolving disputes—it
can reduce costs by eliminating attorney,
expert, and court fees, as well as enforce-
ment costs. It can also lower the number
of cases heard by the courts.

One means of increasing the use of
mediation is to automatically direct cases
falling below a monetary threshold to
mediation in an attempt at conciliation.
Belgium could also consider providing
financial incentives for the use of ADR,;

Italy provides a tax credit to incentiv-
ize mediation.”® All cases filed in the
Western Australia district courts are
subject to an ADR conference prior to
setting the trial date.’®™ ADR conferences
include an initial pretrial conference that
the parties and lawyers are required to
attend.

In Italy, each year Florence's Giustizia
Semplice program provides scholar-
ships to 10 post-graduate scholars with
knowledge of civil procedure and ADR
to support judges in determining which
cases should be referred to mediation.'®®
The scholars each assist two judges
by reviewing case details, preparing a
draft list of the individual judges' pend-
ing cases that may be candidates for
mediation, discussing the list with the
judges, and writing the draft mediation
order for those cases the judges agree to
refer to the Organismo di Conciliazione
di Firenze. The number of pending cases
in Florence's courts has fallen consis-
tently since 2013 when the program
was created. Piloting a similar program
in Belgium could shift perceptions about
ADR and raise mediation to the standing
of traditional litigation.
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the environment based on the environmental
policy regulation for Brussels is available at
https./app.leefmilieubrussel.be/easyPermit
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http:/permis-environnement.spw.wallonie
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Entrepreneurs can obtain an integrated
permit through a single application. For more
information on the integrated permit, see
http:/permis-environnement.spw.wallonie.
be/fr/j-ai-un-projet/dois-je-entreprendre-
une-demarche-administrative#unique;
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for which the minimum time required is
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According to the Royal Decree of December
16, 1950.

For more information on the OOG, see https:/
stad.gent/en/invest-ghent/doing-business
-ghent/contact-point-entrepreneurs.

The data for Brussels and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

Belgium, Cyprus, Finland, Ireland, the
Netherlands, and Portugal do not require

any paid-in minimum capital at the time

of business startup. In Bulgaria, the Czech
Republic, France, Greece, ltaly, and Latvia, it is
less than 0.1% of income per capita.

See the website at https:/portal.fednot.be/.
FPS Economy, SMEs, Self-Employed and
Energy statistics as of December 2020.

For more information, see the website at
www.notaris.be/statuten.

According to Articles 88 and 89 of the Law
of December 30, 1992, all companies subject
to the Belgian corporate tax or nonresident
tax system must register with a social
insurance fund within three months of their
establishment or within three months of the
company being subject to nonresident tax.
Moreover, according to the Company Law,
directors and members of the management
and supervisory board of an LLC must join a
social insurance fund for the self-employed
before the start of business operations.

In Belgium, businesses supplying goods and
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25,000 are exempt from paying VAT or filing
periodic VAT returns (Art. 56bis. VAT Code).
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register for VAT purposes.

For more information on Intervat, see the
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fgov.be.

According to statistics provided by the FPS
Finance UBO Register, in October 2020, 46%
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representative, 52% delegated registration to
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eStox.

For more information on WIDE, see the
website of the NSSO at https:/www
.socialsecurity.be/site_fr/employer/applics
/wide/index.htm.

The Law of April 8, 1965, establishes work
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see https://werk.belgie.be/nl/themas
/arbeidsreglementering/arbeidsreglement.
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(website in Dutch). The share of labor
regulations submitted via these links for the
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Brussels-Capital Region. Statistics provided by
FPS Employment, Labor and Social Dialogue in
October 2020.

According to Article 2:3 of the Company
Code, checking the company name is the
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For more information, see the business registry's
website at http:/bolsafirmasdenominacoes
Jjustica.gov.pt/index.php.
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DC: World Bank.

For more information on Estonia’s E-Business
Register, see the website at www.rik.ee.

For more information on registering a
company with Companies House, see the
website at www.gov.uk/limited-company
-formation/register-your-company.
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a business is the cheapest are Denmark,
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For more information on SPOT, see the
website at https://spot.gov.si/.
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Washington, DC: World Bank.

Belgium has eight accredited OSSs (Acerta,
Eunomia, Formalis, Liantis, Partena, Securex,
UCM, and Xerius) with more than 160 offices
across the country. Partena and Acerta
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benchmarked. Although in Antwerp Acerta
has a contact point for entrepreneurs and

not a recognized enterprise counter. UCM
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OSS and their social service providers have the
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accidents, and drafting labor contracts for the
Labor Inspectorate.

Entrepreneurs, their representatives, or

a third party must separately register or
report their beneficial owners to the UBO in
Croatia, Czech Republic, Finland, Ireland, the
Netherlands, Poland, Slovenia, and Sweden.
See Atrticle 7:654 of the Dutch Civil Code,
available at https://wetten.overheid.nl/jci1.3:c:B
WBR0O005290&boek=7&titeldeel=10&afdeling
=6&artikel=654&z=2021-01-01&g=2021-01-01.
For more information on registering a
company in Malta, see the website at
https.//mbr.mt/formation-and-registration-of
-companies/.

According to the United Nations Population
Division World Urbanization Prospects: 2018
Revision, available at https:/population
.un.org/wup/Publications/.

In Flanders: The Flemish Public Planning
Code of May 15, 2009 (Vlaamse Codex
Ruimtelijke Ordening). In Wallonia: The

Code for Territorial Development of July 20,
2016 (Code du Development territorial). In
Brussels-Capital : The Brussels Public Planning
Code of April 9, 2004 (Code Bruxelois de
amenagement du territoire (CoBaT)/Brussels
Wetboek van Ruimtelijke Ordening (BWRO))
The data for Brussels and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

For more details, see https://urbanisme.irisnet
.be/actualites-accueil/nouvelles-obligations
-pour-le-demandeur-de-permis.

Aubin D., and F. Varone. 2004. “The Evolution
of the Water Regimes in Belgium." In Kissling-
N&f I, Kuks S. (eds) The Evolution of National
Water Regimes in Europe. Environment & Policy,
vol 40. Springer, Dordrecht. https:/doi
.0rg/10.1007/978-1-4020-2484-9_5.

In Flanders, water and sewage companies
operate in assigned areas. Companies charged
with sewage in a particular area are not
necessarily charged with water in the same
area. For the three cities benchmarked in
Flanders, the company charged with sewage
connections is also charged with water
connections.

Municipal planning rules concerning runoff as
well as federal-level environmental regulations
require that all new constructions submit an
assessment of their flood risk impact. Zones
with a high flood hazard impose stricter
requirements such as the installation of
cisterns or terrain modifications. Extensive
geospatial risk maps are available and free of
charge to the construction community to plan
new buildings according to flood risk.

For more information on the environmental
permit in Flanders, see http./www
vlaanderen.be/omgevingsvergunning.
Wallonia introduced a permis unique
(integrated permit) that consolidated several
permits into one. For more information, see
http://permis-environnement.spw.wallonie
.be/fr/j-ai-un-projet/dois-je-entreprendre
-une-demarche-administrative#unique.

In certain cases in Flanders, a public survey
(openbaar onderzoek) is part of the permit
application review. In these instances, the
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application dossier for a project is made public,
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geoportals. For more information, see
www.geo.be.

The platform is available at
www.mijnaansluiting.nl.
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Kamal Chakaroun, Farrukh Umarov, and
Lodovico Onofri. 2020. “From Paper to the
Cloud: Improving Building Control through
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For more information on Hamburg's online
permitting system, see the website at https:/
www.hamburg.de/start-digitale-verfahren/.
World Bank. 2013. “What Role Should Risk-
based Inspections Play in Construction?”
Doing Business Case Studies, Washington, DC:
World Bank. https://www.doingbusiness
.org/en/reports/case-studies/2013/what
-role-should-risk-based-inspections-play-in
-construction.
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"Certification of Building Control in The
Netherlands.” OTB Research Institute for
Housing, Urban and Mobility Studies. Delft
University of Technology, The Netherlands.
Moullier, Thomas. 2017. “Building Regulatory
Capacity Assessment: Level 2—Detailed
Exploration.” World Bank, Washington, DC.
Obtaining electricity in Bulgaria requires six
procedures, on par with Belgium. In Romania,
nine procedures are required. All other EU
member states require five procedures or less.
Averages for the European Union and other
groups of countries are calculated using data
from the Doing Business database measuring
the main business city as a proxy for each
economy covered by Doing Business 2021.
Averages for Belgium are calculated using
Subnational Doing Business data for each city

64.

65.

66.

67.

68.

69.

70.

covered in the study with the exception of
Brussels, for which data are sourced from the
Doing Business database. Data for Brussels and
for comparator economies used in this report
are not considered official until published in
the Doing Business 2021 report.

To measure the reliability of supply and
transparency of tariffs, Doing Business uses an
index that is scored from O to 8 points. The
index measures the duration and frequency of
power outages, role of the energy regulator,
the systems used to monitor power outages
and restore supply, whether financial
deterrents exist to limit outages, and whether
effective tariffs are available online and
customers are notified of a change in tariff a
full billing cycle in advance. For more details,
see the data notes.

This is an internal step and therefore not
counted as an additional procedure.

These platforms are Osiris in the Brussels-
Capital Region (https://www.osiris.brussels
/Modules/Management), GIPOD in Flanders
(https://overheid.vlaanderen.be/informatie
-vlaanderen/producten-diensten/generiek
-informatieplatform-openbaar-domein-gipod),
and Powalco in Wallonia (https:/registration
.powalco.be/).

In Wallonia, the DSO contractor obtains the map
from Federal Contact Point for the Cable and
Pipe Information Database via the KLIM-CICC
platform (https./klim-cicc.be/information). In
the Brussels-Capital Region, the contractor can
either obtain the map directly from the KLIM-
CICC platform or through the Osiris platform
(see note 6), which is integrated with the KLIM-
CICC system. In Flanders, the map is obtained
from the Geographic Information Flanders
Agency through the KLIP platform (http:/www
vlaanderen.be/klip).

In Brussels, the DSO contractor obtains this
authorization electronically from the local
police department through the Osiris platform.
In the other cities, the DSO contractor
requests and obtains the authorization

via email. It is obtained from the local
municipality in Flanders and from the local
police department in Wallonia.

In the Brussels-Capital Region, local
municipalities have 60 days to issue an
excavation permit (30 days to acknowledge
the receipt of the application, and 30 days

to notify the client with the decision), as
regulated by Articles 31 and 36 of the
Ordinance on Construction Sites on Public
Roads of the Brussels-Capital Region (https:/
www.etaamb.be/fr/ordonnance-du-03-
mai-2018_n2018012008.html). Other
service utilities have 15 days to respond to
the worksite coordination request (Article
25.1 of the same law). In Wallonia, local
municipalities and other service utilities have
a total of 37 days to respond to the worksite
coordination request and issue the excavation
permit, as regulated by the Powalco Decree on
Information, Coordination, and Organization
of Construction Sites of April 30, 2009
(http://www.ejustice.just.fgov.be
/mopdf/2009/06/18_1.pdf#Page91).

In Flanders, local municipalities must issue a
decision on the excavation permit within six
weeks if the permit is requested jointly with
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other service utilities (Article 17.1 of the Code
for Infrastructure and Utility Works Along
Municipal Roads. If the distribution utility
requests an individual excavation permit, the
municipality is required to issue a decision
within two months (Article 17.2 of the same
law). Service utilities have 10 business days to
respond to the worksite coordination request
(Article 13.2 of the same law).

Consultative meeting with the municipality of
Antwerp for this study.

In Flanders, municipalities have one month

to issue the signage permit, as established by
the Code for Infrastructure and Utility Works
Along Municipal Roads, Article 21. In the
Brussels-Capital Region and Wallonia, each
local police department sets its own time
frame for clients to submit a request for a
traffic signage permit.

In the Brussels-Capital Region, the utility

has 10 calendar days to determine whether
the new connection application is complete
and to inform the client that a detailed study

is necessary (Article 103 of the Technical
Regulations for the Distribution of Electricity in
the Brussels-Capital Region). Once the client
pays the fee for the detailed study, the utility
has 15 calendar days to complete it and send
the quote to the client (Article 105). After

the client accepts the quote and pays in full,
the utility has 20 calendar days to send the
connection contract (Article 109). In Flanders,
the utility has 30 business days to (i) determine
if the application is complete (a response is due
within the first 10 days), (ii) perform a detailed
study, and (jii) issue a quote (Article 2.2 of the
Technical regulations for the Distribution of
Electricity in the Flemish Region). In Wallonia,
the utility has 10 business days to determine if
the request for a new connection is complete
and to inform the client that a detailed study

is required (Article 90.1 of the Technical
Regulations for the Distribution of Electricity

in the Walloon region). Once the client pays
the fee for the detailed study, the utility has

30 working days to complete the study and
send the quote (Article 82.1). Once the client
accepts the quote and pays in full, the utility
has 10 working days to submit the connection
contract (Article 83.1).

These estimates are based on the Doing
Business case study, which consider a 140 kVA
connection.

For the Brussels-Capital Region, see the
Ordinance of the Organization of the
Electricity Market in the Brussels-Capital
Region, Article 32bis (https:/www.ejustice
Just.fgov.be/cgi_loi/change_lg.pl?language
=fr&la=F&cn=2001071901&table_name=loi).
For Flanders, see the Energy Decree, Article
4.111/5 par. 1sub 1 (https://codex.vlaanderen
.be/Zoeken/Document.aspx?DID=1018092&
param=inhoud&AID=1173782). For Wallonia,
see the Organization of the Regional Electricity
Market Decree, Article 25bis (https:/www
.ejustice.just.fgov.be/cgi_loi/change_lg
_2.pl?language=fr&nm=2001027238&la=F).
See the General Regulation Underground
Infrastructure Enschede 2018, Article 2.8
(https://dloket.enschede.nl/loket/sites
/default/files/IMG/AVOI%20Enschede%20
2018.pdf).
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This limit is set at 18 weeks from the time

the client accepts a quote. See the Technical
Regulations for the Distribution of Electricity
in the Flemish Region, Article 2.2.39 par. 3.
For more information on Austria’s electricity
quality report, see the website of the Austrian
regulator at https:/www.e-control.at
/marktteilnehmer/erhebungen/erhebungen
-zur-qualitaet-der-netzdienstleistung.

The Atrias platform (https:/www.atrias.be/)
manages the market facilitation documentation
on behalf of and in close cooperation with

the distribution utilities Fluvius, ORES, RESA,
and Sibelga. The utilities assign a unique EAN
code (International Article Number, originally
European Article Number) to a connection
that is used in communications with suppliers.
The connection contract notifies the customer
of this code. The supplier uses the code as an
identifier when it notifies the distribution utility
of the signing of the electricity supply contract
on the Atrias platform.

This requirement is in accordance with the
Energy Code (Article L342-11), which specifies
that urban planning commissions are to bear
the cost of extension works for the electricity
grid provided that the network extension can
benefit future residents and firms.

World Bank. 2018. Doing Business in the
European Union 2018: Croatia, Czech Republic,
Portugal and Slovakia. Washington, DC: World
Bank. https://www.doingbusiness
.org/content/dam/doingBusiness/media
/Subnational-Reports/DB18-EU2-Report
-ENG.PDF.

Arlet, Jean, Diane Davoine, Tigran Parvanyan,
Jayashree Srinivasan, and Erick Tjong. "Getting
Electricity: Factors Affecting the Reliability

of Electricity Supply.” in World Bank. 2016.
Doing Business 2017: Equal Opportunity for All.
Washington, DC: World Bank.

The Ministry of Finance became FPS Finance
under the Coperfin reform.

The Administration of Patrimonial Services and
the Administration of Information Exchange
and Collection are also part of the General
Administration of Patrimonial Documentation.
Their competencies relate to organizing sales of
state-owned property, expropriating property
in the public interest, and the collection

and exchange of patrimonial information. A
detailed list of services undertaken by the four
administrations is available at https:/finance
.belgium.be/en/about_fps/structure_and
_services/general_administrations
/patrimonial_documentation.

The Office of Legal Security replaced the
Mortgage Offices in 2018. The tasks,

powers, and seat of operational services of
the different administrations making up the
Administration for Patrimonial Documentation
are set by Article 1 of the decision of the
Chairman of the Executive Committee of the
FPS Finance of December 18, 2014, Belgian
Official Gazette December 31, 2014,

The name, territorial jurisdiction, and seat

of the 48 Office of Legal Security offices are
listed in the table attached to the decision of
the President of FPS Finance of June 15, 2018,
available at http://www.ejustice.just.fgov.be/
cgi_loi/change_lg.pl?language=fr&la=F&en=2
018061501&table_name=loi.
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Property rights are regulated at the federal
level by the Mortgage Act of December 16,
1851, an integral part of the Civil Code with
its own numbering of Articles (Book Ill, Title
XVIID), subsequently amended by several
special acts, among them amendment by the
Law of February 9, 1995. As of September 1,
2021, the Mortgage act will be implemented
in the Code Civil, Book III. See the Law of
February 4, 2020, containing Book Ill ‘Goods’,
Belgian Official Gazette March 17, 2020.

Based on the value of the property transferred
in the Doing Business case study of EUR
2,066,973.60.

The registration tax is regional in accordance
with the special Law of January 16, 1989,
amended by the Special Law of July 13, 2001.
In Flanders, Art. 2.9.4.1.1. of the Flemish Tax
Code sets the registration tax. In the Brussels-
Capital Region and the Walloon Region, the
registration tax is set by Art. 44 of the Code of
Registration, Mortgage and Court Fees.

The data for Brussels and for comparator
economies used in this report are not
considered official until published in the Doing
Business 2021 report.

For more information by region, see
https:/finances.belgium.be/fr/particuliers
/habitation/acheter-vendre/droits
-enregistrement/wallonie#q6;
https:/financien.belgium.be/nl/particulieren
/woning/kopen-verkopen/registratierecht
/brussel#qg5; https:/financien.belgium.be
/nl/particulieren/woning/kopen-verkopen
/registratierecht/vlaanderen.

Article 5 of the Mortgage Act 1851.

The three agencies are Brussels Environment
in the Brussels-Capital Region, Banque de
données de I'état des sols wallons (BDES)

in the Walloon Region, and Openbare
afvalstoffenmaatschappij (OVAM) in the
Flemish Region.

Information received during interviews held
with experts by the Subnational Doing Business
team between October 2020 to January 2021.
Obtaining a clean soil certificate is mandatory
in all three regions. In Brussels, a clean soil
certificate is legally mandated on the basis

of the Ordinance on the management and
remediation of polluted soils of March 5,
2009 (http://www.ejustice.just.fgov.be
/mopdf/2009/03/10_1.pdf#Page258). The
certificate can be obtained online on the
Brussels environment BRUSOIL platform
(http://brusoil.environnement.brussels/nl
/home.html). In Wallonia, obtaining the clean
soil certificate is legally mandated by the
Decree on soil management and remediation
of March 1, 2018 (https://sol.environnement
wallonie.be/files/Document/CWBP/V04
/GRPA/20181126_GRPA_V04_final.pdf). The
certificate can be downloaded immediately
online through the Walloon soils database,
which is accessible via the eNotariat platform
for notaries and at http://bdes.wallonie.be/por
tal/#BBOX=-19150.307552281738,351597
.829777326313847.68757937511,188142
.3070019473. In Flanders, the certificate is
legally mandated on the basis of the Decree
on soil remediation and soil protection 2007,
available at http://www.ejustice.just.fgov
.be/mopdf/2007/01/22_1.pdf#Page45.
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Notaries can request the certificate directly
via the web counter of the Flemish agency

OVAM, accessible at https:/www.ovam.be
/bodemattest, or via the eNotariat platform.

. According to officials from Brussels

Environment interviewed by Subnational Doing
Business team between July and December
2020.

Article 1 of the Mortgage Act 1851.

Article 2 of the Mortgage Act 1851.

In Flanders, the fine is 1% of the registration
tax for not registering the notarial act on time
(within 30 calendar days after the deadline),
a minimum of EUR 100 (Article 3.18.0.0.11,
section I, Flemish Tax Code). In Wallonia
and Brussels, the fine is a minimum of EUR
25 (Article 41, 1° of the Act of Registration,
Mortgage and Court).

The appendix to the Royal Decree of March
14, 2014, Belgian Official Gazette March
21,2014, lists the metadata that must be
included in the electronic transmission (name,
identification number of the parties, and so
on). Available at http://www.ejustice just.fgov
.be/cgi_loi/change_lg.pl?language=fr&la=F&c
n=2014031402&table_name=loi.

The eRegistration platform was launched in
2015.

The notary must send the metadata
accompanied by the documents listed in
Article 3.2.1° of the Royal Decree of March
14, 2014. To accept the notarial act the Office
of Legal Security checks whether the dispatch
is certified, if it mentions the register number
and that it is signed by the notary. The Office
of Legal Security is obliged to register the acts
or writings on the date they are presented

if they have met the legal conditions in
accordance with Article 6 of the Code of
registration rights.

According to experts interviewed by the
Subnational Doing Business team between
September and December 2020.

The registration tax is regional in accordance
with the special Law of January 16, 1989,
amended by the Special Law of July 13, 2001.
Article 2.9.4.1.1. of the Flemish Tax Code.
Article 44 of the Code of Registration,
Mortgage and Court Fees (Brussels-Capital
Region and Walloon Region).

Based on the value of the property transferred
in the Doing Business case study of

EUR 2,066,973.64.

See the Law amending the Code of Registration,
Mortgage and Court Fees, following the transfer
of the service of regional registration fees to the
Flemish Region on May 26, 2016.

Notary fees are calculated according to the
following declining and successive scale set
by Royal Decree of December 16, 1950, on
Notary fees, Belgian Official Gazette December
25,1950 (regularly updated): EUR 7,500 at
4.56%; EUR 10,000 at 2.85%; EUR 12,500

at 2.28%; EUR 15,495 at 1.71%; EUR 18,600
at 1.14%; EUR 186,000 at 0.57%; above EUR
186,000 charged at 0.057%.

All of these Administrations are housed
under the Federal Public Service Finance (FPS
Finance).

Fees are available at https:/finances.belgium
.be/fr/particuliers/habitation/cadastre/extrait
-cadastral/myminfin#q12; Art. 1, 5°/12° juncto
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@ Doing Business in the Netherlands benchmarks business regulation
applying to small and medium enterprises in 10 cities (Amsterdam,
Arnhem, Eindhoven, Enschede, Groningen, The Hague, Maastricht,
Middelburg, Rotterdam, and Utrecht) across five Doing Business
areas (starting a business, dealing with construction permits, getting
electricity, registering property, and enforcing contracts).

@ Eindhoven and Middelburg place consistently in the top five across
indicator areas. Maastricht leads in getting electricity, Middelburg
in dealing with construction permits, and Eindhoven in enforcing
contracts. Five cities rank among the top half in at least two indicators
and among the bottom half in at least two others, suggesting that they
have something to teach and something to learn from their neighbors.

@ Subnational score variations are most significant in the ease of dealing
with construction permits, enforcing contracts, and getting electricity.
These disparities can help policy makers identify which cities have
good practices that other cities can adopt and improve without major
legislative overhaul. Cities perform homogeneously in starting a
business and registering property.

@ The regulatory framework for the five areas is set at the national
level and applies across all Dutch cities. All locations score the same
on quality components of the Doing Business indicators. They obtain
the highest score globally for the quality of the centralized land
administration framework (registering property).

@ Replicating local good practices can boost the Netherlands’
competitiveness, especially in dealing with construction permits
and enforcing contracts. In starting a business, getting electricity,
and registering property, the country can also look elsewhere in the
European Union and globally to improve its business regulation.

@ Time is the main source of variation among the performances of the
Dutch cities benchmarked. Firms in Utrecht spend more productive
hours complying with regulatory requirements than elsewhere in the
country—four months more than their peers in Eindhoven.
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mall and medium enterprises

(SMEs) play an important role in

the Dutch economy, representing
99.8% of the country’s enterprises and
employing 63.8% of the workforce.
SMEs in the Netherlands generate EUR
240 billion annually, or 62.3% of total
value-added, almost 6 percentage points
higher than the EU average (56.4%).*
The Dutch government supports SMEs
by providing an extensive network of
agencies, including the Netherlands
Enterprise  Agency (Rijksdienst voor
Ondernemend Nederland, RVO), which
aims to facilitate entrepreneurship,
access to funding, networking, and
compliance with laws and regulations.
The Netherlands Chamber of Commerce
(Kamer van Koophandel, KVK), which
informs and supports entrepreneurs
at the local level through 18 agencies
located across the country, also plays
a critical role. The Netherlands offers
regulatory incentives to encourage local
and foreign investors to establish and
operate businesses. For example, the
government abolished the EUR 18,000
minimum capital requirement? to sup-
port small business creation. Despite
these efforts, the Netherlands performs
below the EU average for the ease of
doing business.?

Doing Business provides objective mea-
sures of business regulations and their
enforcement across 191 economies. It is
founded on the principle that economic
activity benefits from clear rules: rules
that allow voluntary exchanges between
economic actors, set out strong property
rights, facilitate the resolution of com-
mercial disputes, and provide contractual
partners with protections against arbi-
trariness and abuse. Such rules are much
more effective in promoting growth and
development when they are efficient,
transparent, and accessible to those for
whom they are intended. Regulations
must be implemented properly to make
it easier for entrepreneurs to do business.

This report highlights divergences in
regulatory performance—including in
the implementation of the regulatory
framework at the local level—among 10
Dutch cities: Amsterdam, Arnhem, Eind-
hoven, Enschede, Groningen, The Hague,
Maastricht, Middelburg, Rotterdam, and
Utrecht.” It analyzes the regulatory hur-
dles faced by entrepreneurs and suggests
ways to make it easier to do business
across the five areas benchmarked by
providing good practice examples from
the Netherlands and other EU member
states.

DOING BUSINESS IN THE NETHERLANDS

MAIN FINDINGS

Dutch entrepreneurs operate

in a homogeneous regulatory
framework, but their experience
dealing with business regulation
varies at the local level

The regulatory framework for the five
areas is set at the national level and
applies across all 10 cities. All locations
score the same on quality components.”
Processes are homogeneous across the
Netherlands for starting a business and
registering property, unsurprising given
the high level of centralization in these
areas. More variation exists in dealing with
construction permits, getting electricity,
and enforcing contracts, either because
local authorities and agencies can regu-
late further or because national rules are
implemented inconsistently across cities.

Six of the benchmarked cities top the
ranking in at least one measured area,
with Eindhoven and Middelburg placing
consistently among the top five cities
across all five regulatory areas (table
41). Conversely, Utrecht ranks con-
sistently in the bottom half. Five other
cities—Amsterdam, Arnhem, Enschede,
Maastricht, and Rotterdam—rank among

TABLE 4.1  Six benchmarked cities top the rankings in at least one area

Dealing with ‘

Starting a business construction permits Getting electricity Registering property Enforcing contracts

Rank Score Rank Score Rank Score Rank Score Rank Score
City (1-10) (0-100) (1-10) (0-100) (1-10) (0-100) (1-10) (0-100) (1-10) (0-100)
Amsterdam 91.50 4 66.92 4 86.63 80.01 8 59.94
Arnhem 91.70 7 65.85 6 84.24 80.06 6 60.46
Eindhoven 91,57 2 68.89 2 87.08 so.i0 [N 6224
Enschede 9170 [0 | 6275 [0 873 80.06 3 6162
Groningen 91.70 5 66.88 9 82.95 80.10 5 61.49
The Hague 91.50 9 65.11 5 85.43 80.01 7 59.99
Maastricht 9157 6 6505 [N 87.19 go.do 0N 50.09
Middelburg o170 [N  60.47 3 86.63 80.10 2 61.87
Rotterdam 91.50 3 68.32 7 84.24 80.01 4 61.61
Utrecht 91.50 8 65.60 8 8337 80.01 9 59.89

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. The indicator scores show how far a location is from the best performance

achieved by any economy on each Doing Business indicator set. The scores are normalized to range from 0 to 100 (the higher the score, the better). For more details, see the chapter
"About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and the Netherlands.”
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the top half in at least two indicators and
among the bottom half in at least two
indicators, suggesting that they have
something to teach and something to
learn from their neighbors. Getting elec-
tricity is easiest in Maastricht, the place
where contract enforcement is the most
difficult. Enschede is among the top-
performing cities for enforcing contracts,
but the city scores poorly for dealing
with construction permits and getting
electricity. By contrast, Amsterdam ranks
high in the latter two indicator sets, but it
lags in contract enforcement.

With remarkable consistency, Eindhoven
ranks at the top for contract enforcement,
co-leads for property registration, and is
the runner-up for dealing with construc-
tion permits and getting electricity.
Similarly, Middelburg leads on construc-
tion permitting, with the second-fastest
time and one of the least expensive
processes. The city also shares the top
position for starting a business and regis-
tering property. Rotterdam is among the
most efficient locations for dealing with
construction permits.

Subnational differences highlight
opportunities for cities to learn
from each other

Dutch cities show homogeneous results in
two regulatory areas where they outper-
form the EU average: starting a business
and registering property. The process of
transferring property, which is fast but
relatively costly, is uniform nationwide and
relies heavily on notaries. All Dutch cities
obtain the highest scores globally for the
quality of the centralized land administra-
tion framework.® It is easier and faster to
start a business in the Netherlands than
in the EU on average. The prevalence
of centralized online systems—like the
online platform hosted by the Netherlands
Chamber of Commerce—ensures that
the business registration process is also
uniform across the 10 benchmarked cities.
In both regulatory areas, marginal differ-
ences stem from variations in the fees
charged by private notaries to register a
company or transfer property.

In the three other areas measured,
however, significant disparities in regula-
tory performance can help policy makers
identify opportunities to improve admin-
istrative processes and building local
institutional capacity. The regulatory
performance gap is widest for dealing
with construction permits, unsurprising
considering the central role played by
local authorities in this area (figure 4.1).

In the Netherlands, dealing with con-
struction permits requires between 13
and 16 procedures, which can be com-
pleted in 168 to 233 days, depending on

the location. Variations in the number of
required procedures stem from locally
determined water and sewage con-
nection processes and the local-level
application of the Bibob law to combat
money laundering.” In nine cities, water
and sewage connections require separate
applications; the municipality arranges
sewage connections and private sector
companies arrange water connections.
Amsterdam is the exception. There, a pri-
vate company, Waternet, performs both
water and sewage connections. The cit-
ies where the municipality is responsible
for sewage connections have notably

FIGURE 4.1
Doing Business score (0-100)
Starting a Dealing with
business construction
permits
100
EU best
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All 10 Dutch cities
°
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90 (Denmark)
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]
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0

@ Highest score in country

@ Lowest score in country

The regulatory performance gap is wide in three areas

Getting Registering Enforcing
electricity property contracts
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Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam, EU averages, and EU best performances are not considered official until published in the
Doing Business 2021 report. The score indicates how far a location is from the best performance achieved by any
economy on each Doing Business indicator. The score is normalized to range from 0 to 100 (the higher the score, the
better). Averages for the Netherlands are based on data for the 10 cities benchmarked. Averages for the European
Union are based on economy-level data for the 27 EU member states. Other EU member states are represented by their
capital city, as measured by global Doing Business. For more details, see the chapter "About Doing Business and Doing
Business in the European Union 2021: Austria, Belgium and the Netherlands."
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different approaches and involvement
levels, resulting in varying processing
times. For example, in Arnhem, develop-
ers need only notify the municipality of
the connection works, which are carried
out by a private sector contractor. In
Maastricht, the same procedure takes
1.5 months. First, the developer requests
a permit to assess connection feasibility
and estimate the cost; then, the munici-
pality performs an onsite pre-connection
inspection. Similarly, the process for
applying anti-money laundering screen-
ing varies by location. Dutch municipali-
ties determine which industries are most
at risk and whether a project requires
the basic Bibob screening or an in-depth
evaluation.® Five of the 10 benchmarked
cities apply Bibob screening to all
construction projects above a certain
monetary threshold.?

The regulatory gap between Dutch cities
for getting electricity is also noteworthy.
Cost variations stem from the different

connection fees charged by the four
regional distribution utilities operating in
the benchmarked cities (each utility serves
between one and four of the measured
cities). However, several factors drive varia-
tions in the time to get electricity, including
application and staff availability. Obtaining
a connection takes at least a month longer
in Utrecht, Groningen, and Enschede
than in Maastricht and Eindhoven (where
it takes 97 and 98 days, respectively).
Enschede is one of the cities where the con-
nection process is delayed by a shortage of
technical staff and the utility's transition
to renewable energy sources. The time for
the utility to obtain a municipal permit for
works crossing a public road also varies
by municipality. Getting this permit takes
three days in Utrecht but eight weeks in
Groningen, where the municipality requires
a thorough archeological assessment to
issue the permit.

Delays in securing hearing dates in the
trial and judgment phase cause the main

DOING BUSINESS IN THE NETHERLANDS

subnational variations in the area of
enforcing contracts. The trial time can
vary from 396 days at the district court
in Eindhoven to 475 days in Maastricht.
In Eindhoven, the courts’ use of an elec-
tronic calendar system (verhinderdata)
reduces the waiting period for the first
hearing to just 3-6 months by streamlin-
ing scheduling. In Groningen—where the
trial phase lasts 442 days on average—a
case registered in August 2020 would
be first heard in February 2021 and, if the
case is adjourned or requires a second
hearing, the next available date would be
in August of 2021.

The time to do business varies
widely across the country, but
the overall quality of regulation
is uniform

Time is the dimension that varies the
most across the indicators measured.
Contract enforcement takes 19 months
in Maastricht, three months longer than
in Eindhoven. Dealing with construction

FIGURE 4.2  Eindhoven has the fastest turnaround time overall
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam and EU averages, which use economy-level data for 27 member states of the European Union, are not considered official until published in the Doing

Business 2021 report.
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permits varies from 5.6 months in
Groningen to almost eight months in
The Hague. Getting electricity takes 97
days in Maastricht, 41 days less than in
Enschede. The time for property registra-
tion and for starting a business is uniform
across the country.

Overall, it takes entrepreneurs in Utrecht
almost four months longer than their
peers
the bureaucratic requirements associ-

in Eindhoven to comply with

ated with the measured Doing Business
areas (figure 4.2). Nevertheless, even
in Utrecht, the total time is two months
faster than the EU average.

Good performances exist across
the country

Most Dutch cities have lessons to offer
their peers. Even cities that do not perform
at the top on any indicator lead one indica-
tor category (table 4.2). With four each,
Eindhoven, Maastricht and Groningen
are the cities with the highest number of
good practices. Dealing with construction
permits is fastest in Groningen, where it
takes 5.5 months compared to more than
7.5 months in The Hague. However, this

variation is not caused by the number of
regulatory steps (Groningen requires 15
while The Hague, the city with the fewest

TABLE 4.2

Most cities lead in at least one indicator category

procedures, requires 13). Instead, the main
cause is the time needed for municipal
consultations and the water and sewer
connection. It takes 22 days to obtain the
utility connection in Groningen, the fastest
in the Netherlands and one-quarter of the
time needed in Arnhem, Enschede, and
Utrecht (85 days).
Three of the four good practices
recorded for Maastricht relate to cost.
Entrepreneurs in Maastricht pay the low-
est costs in the Netherlands to connect
a warehouse to the electricity grid, go
through the construction permitting pro-
cess, and transfer property. Dealing with
construction permits costs just 1.5% of the
warehouse value in Maastricht compared
to 4.0% in Amsterdam, mainly due to
lower permit fees. In Maastricht, the cost
of the warehouse construction permit
application (EUR 21,133) is one-quarter of
that in Amsterdam (EUR 82,106).

WHAT IS NEXT?

Streamlining regulatory procedures can
reduce the cost of doing business for local
firms, enhancing their efficiency and abil-
ity to compete abroad. This report’s review
of the regulatory environment in the

Netherlands points to possible improve-
ments (table 4.3). Some improvements
could be achieved by replicating EU or
global good practices, and others by look-
ing to subnational examples.

Replicating domestic good practices
would improve the Netherlands’
scores for the ease of enforcing
contracts and dealing with
construction permits

Minor administrative improvements can
make a significant difference to small
firms, which do not have access to the
resources and tools available to larger
businesses to extract better and faster
service from bureaucracies. An effective
way forward is to promote the exchange
of information and experience among
cities, enabling underperforming ones to
learn from those with higher rankings.
Replicating more efficient processes
developed by other cities within the
Netherlands could produce efficiency
gains  without significant legislative
changes. Nevertheless, various factors
such as local economic priorities or
budget availability may dictate whether
replicating a good practice is desirable.
The two areas where improvements
would be the most impactful are dealing

Sy Starting a Dealing with Getting Registering Enforcing
bt % business construction permits electricity property contracts
ZE
E £ Least Fewest Shortest Least Shortest Least Least Shortest Least
= & | expensive procedures time expensive time expensive expensive time expensive
Eindhoven v v v v
Groningen v v v v
Maastricht v v v v
Middelburg 3 v v v
Arnhem 2 v v
Enschede 2 v v
Amsterdam 1 v
The Hague 1 v
Utrecht 1 v
Rotterdam -

Source: Subnational Doing Business and Doing Business databases.

Note: The table does not show indicator categories in which all or most cities register an equal result: procedures, time and paid-in minimum capital required to start a business; the
building quality control; procedures to obtain electricity and the reliability of supply and transparency of tariffs; the procedures and time to register a property as well as the reliability

of infrastructure.
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TABLE 4.3  Opportunities for regulatory improvement in Dutch cities
Relevant ministries and agencies*
Regulatory
area Good practices National level Local/regional level
Starting a Introduce an automated name verification system o Ministry of Economic Affairs
business Make third-party involvement optional, standardize incorporation forms, and and Climate Policy
provide public access to the business registration system . Eletherlands Chamber of
ommerce
Make starting a business a fully electronic process L )
e Ministry of Finance
Accelerate and streamline the VAT registration process o Dutch Tax and Customs
Administration
o Ministry of Social Affairs and
Employment
e Employee Insurance Agency
® Royal Dutch Association of
Civil-law Notaries
Dealing with | Increase efficiency by improving coordination and consolidating procedures o Ministry of the Interior and o Municipalities
const_rtuctlon Continue expanding the digital platform to consolidate the construction permitting ngdom Relations * fFire departments
permits process further o Ministry of Infrastructure and o Regional
Water Management ;
Introduce mandatory liability insurance requirements to cover developers and . Min “g ice and Secu environmental
architects in the event of structural defects inistry of Justice and Security Services
iew the buildi . o Association of Netherlands
Review the building permit cost structure Municipalities
Improve regulatory expertise together with the private sector e Royal Institute of Engineers
o Office of Architects Registry
Getting Streamline the process for obtaining external connection works and excavation permits | o Netherlands Authority for o Electricity
electricity Increase transparency by making data on legal time compliance publicly available Consu.mtlers and Markets (ACM) d|str|t?ult|on ut|||lt|es
5 o Association of Netherlands o Electricity suppliers
Allow entrepreneurs to request a new connection, supply contract, and meter Municipalities .
: Al ; p o Municipalities
installation via a single window ) .
e Royal Institute of Engineers
Allow the option to pay connection fees in installments and assess the possibility of
lowering the cost of getting an electricity connection
Registering | Assess the possibility of reducing the cost of transferring property in the Netherlands | e Ministry of Interior and
property Explore the possibility of gradually reducing the role of notaries in property transfers K'T‘Qd"m Relatllons ]
or make their use optional e Ministry of Justice and Security
Increase the transparency of the land administration system by collecting and
compiling statistics on land disputes
Enforcing Consider making measures allowing virtual hearings permanent e Ministry of Justice and Security | ® Local courts
contracts Consider expanding e-features in courts for commercial litigation and small claims | © The Council for the Judiciary
Consider creating specialized commercial courts or divisions

Note: All good practices are detailed at the end of the respective indicator section.
*The list includes the main ministries and agencies relevant to each regulatory area but is not exhaustive.

with construction permits and enforcing
contracts (figure 4.3). If Amsterdam
were to reduce the cost of construction
permits to levels in Maastricht (1.5% of
the warehouse value) and the time to that
in Groningen (168 days), the Netherlands'
score would improve from 6692 to
71.54, just behind Switzerland but ahead
of Spain. Similarly, if Amsterdam could
reduce the time to enforce contracts by
43 days (to the time in Eindhoven) and
the cost by 5 percentage points (to the
cost in Middelburg), the Netherlands'
score would increase by 3.1 points. Making
Amsterdam’s  electricity  connection

process as efficient as Eindhoven'’s would
also increase the Netherlands’ score on
the ease of getting electricity.

The potential for meaningful improvement
extends beyond Amsterdam. Most Dutch
cities could look to Amsterdam to learn
how to process building permit applications
more efficiently. Dutch cities could consider
consolidating procedures and reducing the
time developers spend on separate water
and sewage applications or preliminary
consultations. Unlike the other nine cit-
ies—where water and sewage connections
require separate applications—water and

sewage connections are requested jointly
in Amsterdam to a private sector company.

The Netherlands can also look to
other EU member states and beyond
for good practices

Even if the Netherlands were to adopt the
good practices found within its borders,
the country would still lag the perfor-
mance of most other EU member states,
particularly in dealing with construction
permits and enforcing contracts. Looking
to good practices in other EU member
states is another way to boost competi-
tiveness in these indicators.
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FIGURE 4.3  If Amsterdam adopted
each city's best practices, the
Netherlands’ ease of enforcing contracts
and dealing with construction permits
would increase significantly

Doing Business score

(0-100)
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70 71.54
60 62.99
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Dealing with Enforcing
construction permits contracts
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Best of the Netherlands

Source: Subnational Doing Business and Doing Business
databases.

Note: Data for Amsterdam are not considered official
until published in the Doing Business 2021 report.

The Netherlands could streamline its
Digital
tools for company registration are already

company registration process.

available to notaries, but entrepreneurs
cannot complete the process online by
themselves. technology
would allow entrepreneurs to use a digi-

Incorporating

tal identity, eliminating the need for an
in-person visit to the notary. Several EU
member states employ virtual interfaces
for business incorporation. These econo-
mies require no in-person interaction
with the authorities, third-party partici-
pation, or hard-copy submission of docu-
ments to start a company, reducing the
administrative burden. Estonia's online
company registration portal allows entre-
preneurs to check the company name,
submit the registration application, and
pay the share capital electronically in a
single interaction.® The Danish Business
Authority provides LLCs with a one-stop,
centralized online platform for business
and tax registration, which entrepreneurs
access using their NemID digital signa-
ture. Companies complete a registration

form and submit the memorandum
and articles of association online. In
Portugal, entrepreneurs can establish an
LLC through an online registration service
("Empresa Online"). They can access this
service through the Business Portal by
using a digital mobile key, a citizen card,
or a digital certificate.”

Dealing with construction permits in
the Netherlands takes longer and is
more expensive than the EU average.
Building permit fees across Dutch cities
are high, accounting for more than 80%
of the total cost to complete construc-
tion permitting. In economies that have
adopted good practices in this area,
building permit fees are generally set to
recover the cost of providing services
rather than to generate tax revenue. New
Zealand charges permit fees at a level
that covers the costs associated with
the review of plans, any inspections, and
overhead costs. When setting the fees,
the Auckland Council considers factors
including the cost implications of infra-
structure funding decisions on develop-
ment and the challenges developers face
in getting their products built, noting “if
development costs are too high this may
act as a barrier to development and slow
down growth."”

To make getting electricity easier, the
Netherlands could reduce the time it
takes to connect a warehouse to the elec-
tricity grid. On average, getting electric-
ity in the Netherlands takes almost one
month longer than the EU average. Dutch
authorities and utilities could take inspi-
ration from the United Kingdom. In 2017,
the UK regulator, Ofgem, approved the
Incentive on Connections Engagement
(ICE) initiative to encourage distribution
network operators to complete the exter-
nal connection works faster. According
to the ICE guidance, the utilities must
provide data demonstrating that they
have responded to their customers on
time and according to their customer
service engagement. Distribution system
operators can be penalized if they fail
to meet these requirements. Moreover,

one distributor, UK Power Networks,
implemented a new software system,
the Design Fast Track and Approved
Designer Scheme, that allows for direct
contact with subcontractors and tracks
their progress. The utility also introduced
common requirements for the design
and planning of the works and material
specifications for subcontractors to carry
out external works. As a result of these
initiatives, UK Power Networks reduced
the time to provide a new electricity con-
nection by a month. Currently, it takes 46
days to complete the connection works,
which is more than twice as fast as the
Dutch average.

The cost of transferring property in the
Netherlands is significantly higher than
the EU average (4.6% of the property
value), mainly because of the 6% prop-
erty transfer tax. The cost of registering
property is lower than the Netherlands
in 19 EU member states. Denmark,
Estonia, Lithuania, Poland, and the Slovak
Republic have very low property transfer
taxes (less than 1%) or have abolished
them altogether.

Dutch courts lag in terms of automation
and case management systems. The
Netherlands’
from adopting additional features such as

judiciary would benefit

electronic service of process or e-filing of
the claim, two tools that could streamline
and accelerate the process of commenc-
ing a lawsuit. Estonia and Germany have
made enforcing contracts easier by
introducing electronic filing of both the
initial complaint and electronic service
of process without the need for paper
documents.
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Starting a Business

The process of starting a business
is uniform, but the cost varies

across the 10 cities benchmarked
Across the Netherlands, starting a private
limited liability company (LLC) (besloten
vennootschap, bv) requires entrepreneurs
to complete the same five procedures,
taking the same amount of time. The
Dutch Civil Code™ sets the requirements
for operating a bv at the national level,
making the process uniform nationwide.
The centralized organizational structure
of the startup process and the prevalence
of online platforms—such as that of the
Netherlands  Chamber of Commerce
(Kamer van Koophandel, KVK)—ensure
procedural uniformity. The Chamber of
Commerce, an official and independent
administrative body, manages the Dutch
Commercial Register (Handelsregister) and
the ultimate beneficial owner (UBO) regis-
ter,”® and provides information, advice, and
support to Dutch businesses. Registering a
company with the Chamber of Commerce
is a centralized process, with applications
handled electronically in the order received.

Nearly all requirements can be completed
quickly, within a day or less each (figure 4.4).
The exception is the time to obtain the value
added tax (VAT) identification number. All
applications are processed centrally, and
the Dutch Tax and Customs Administration
(Belastingdienst or Tax Authority) conducts a
risk assessment process. For a low-risk busi-
ness activity—like that of the Doing Business
case study company—where all information
is provided upfront, the VAT number is
issued in five days.

The procedures and time are uniform,
but the cost to start a business ranges
from 2.2% of income per capita (EUR
1,050) in Arnhem, Enschede, Groningen,
and Middelburg to 3.8% (EUR 1,800)
in Amsterdam, The Hague, Rotterdam,
and Utrecht (table 4.4). Although the

FIGURE 4.4 It takes five procedures in nine days, at an average cost of 3.1% of

income per capita, to start a business in the Netherlands

Time Cost (% of

(days) income per capita)
9 Time 9 days 4

8

7

! ]

Verify Draft and
company

Register
sign notarial UBOs
name deed

Register
company and
obtain VAT-id

Register as
employer

Procedures

Less than one day (online procedure)

Source: Subnational Doing Business and Doing Business databases.

Note: In the Netherlands, entrepreneurs complete VAT registration as part of the general company registration process.
It takes a total of six days to complete company and VAT registration. The Chamber of Commerce issues the KVK, or
Chamber of Commerce registration number, and the RSIN number (Rechtspersonen en Samenwerkingsverbanden
Informatienummer), an identification number for legal entities and associations, within several hours. However, the due
diligence required to activate the VAT number takes five days.

TABLE 4.4 Costs vary across Dutch cities, but procedures and time are uniform

Paid-in minimum
Cost capital requirement
Score Procedures Time (% of income (% of income per
City Rank (0-100) | (number) (days) per capita) capita)
Arnhem 1 91.70 5 9 2.2 0
Enschede 1 91.70 5 9 2.2 0
Groningen 1 91.70 5 9 2.2 0
Middelburg 1 91.70 5 9 22 0
Eindhoven 5 91.57 5 9 33 0
Maastricht 5 91.57 5 9 33 0
Amsterdam 7 91.50 5 9 3.8 0
The Hague 7 91.50 5 9 3.8 0
Rotterdam 7 91.50 5 9 3.8 0
Utrecht 7 91.50 5 9 3.8 0

Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. Rankings are
based on the average scores for the procedures, time, cost, as well as the paid-in minimum capital associated with
starting a business. The score is normalized to range from 0 to 100 (the higher the score, the better). For more details,
see the chapter "About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and the
Netherlands.”
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Chamber of Commerce's business regis-
tration fee is set nationally at EUR 50,
individual notaries set their own fees,
making these the main driver of cost
variation for starting a business across
the 10 locations.

Almost the entire cost of starting a
business in the Netherlands (97%) is
attributable to notary charges and fees
(figure 4.5). Notary rates, which became
negotiable in the Netherlands in 1999,
can be billed at an hourly rate or as a fixed
fee; notary fees can vary within the same
city. Among the variables that determine
the price of notarial services for starting
a business are the corporate structure
of the company, the number of found-
ers, whether the articles of association
require special provisions, the qualifica-
tions of those involved in the assign-
ment's execution, the notary office's
overhead costs, the size and status of the
office, and local competition. Although it
is possible that entrepreneurs in different
locations would pay the same amount in
fees to establish a bv,”” the median price
is lower in Arnhem, Enschede, Groningen

and Middelburg—cities where demand
for incorporation services per notary is
lower.

It is easier and faster to start a
business in the Netherlands than
the EU average

Entrepreneurs in the Netherlands must
comply with five procedures to start
a business, slightly fewer than the EU
average (5.7 procedures) (figure 4.6).
Only eight EU member states allow
entrepreneurs to start a business in fewer
procedures.”® The entire process takes
nine days in the Netherlands—three days
faster than the EU average but more than
twice as long as the European Union's
best performers, France and Greece,
where it takes just four days. Dutch
entrepreneurs pay the equivalent of 3.1%
of income per capita on average to start
a business, on par with the EU average
but significantly higher than the 12 top
performers in the European Union for
cost (where entrepreneurs pay just 0.5%
of income per capita on average). Among
the top performers globally, there is no
cost to start an LLC in Slovenia; in Ireland,

FIGURE 4.5 Notary services account for 97% of startup costs in the Netherlands
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report.

Denmark, and the United Kingdom, the
cost of starting a business is less than
0.3% of income per capita. Like five
other EU member states and the United
Kingdom,” Dutch entrepreneurs are not
required to deposit cash as paid-in capital
before incorporation.?®

Entrepreneurs complete five
procedures and wait nine days to
start a business

Starting a business anywhere in the
Netherlands requires the same five
procedures across the Netherlands.
Although notaries assist with the first
four procedural steps to start a business,
the entrepreneur or someone on behalf
of the entrepreneur like an accountant
must complete the fifth—registering the
company as an employer with the Tax
Authority (figure 4.7).

As a first step to register a by, the entre-
preneur or notary verifies the availability
of the proposed company name using the
Chamber of Commerce's online tool.”!
Although the entrepreneur can complete
this step independently, most seek advice
from notaries on the company name to
ensure that it complies with the Trade
Name Act.?

In the Netherlands, a bv must be incorpo-
rated by a notarial deed executed in the
physical presence of a notary either by
the entrepreneur or the person granted
power of attorney to act on their behalf.
Entrepreneurs send the required informa-
tion and documentation? to the notary
by post, in person, or electronically (by
email or through online software systems
such as ‘Online Dossier") for the notary to
draw up the deed of incorporation. Most
entrepreneurs submit the documentation
by email. Before the COVID-19 pandemic,
all shareholders of the bv were required to
appear in person with a valid identifica-
tion document for the notary to execute
the deed or legalize a power of attorney.
However, the Royal Dutch Association of
Civil-law Notaries (Koninklijke Notariéle
Beroepsorganisatie, KNB) enacted tem-
porary policy rules during the pandemic
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FIGURE 4.6 Dutch cities outperform the EU average for number of procedures and time and are on par for cost
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Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam, comparator economies, and EU averages are not considered official until published in the Doing Business 2021 report. EU average uses economy-level data
for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by Doing Business.

* Estonia, Finland, Greece, Slovenia.

allowing notaries to verify the identities
of entrepreneurs remotely (using audio-
visual communications technology) and
suspending the need for the in-person
signing of powers of attorney with the
notary (box 4.1).

Once the deed is signed, the notary sub-
mits the required information electroni-
cally?* to the Chamber of Commerce to
register the bv online through an online
platform (Online Registreren Notarissen,
ORN) and its UBOs through the NAU
platform (Notaris Applicatie UBO).»
Only a notary can complete this process
electronically. Entrepreneurs wishing to
register the company and UBOs them-
selves can visit a Chamber of Commerce
office in person. Most entrepreneurs opt
for a notary to complete the process
electronically, citing time efficiency.?
Upon approval of UBO registration, the
Chamber of Commerce sends a confir-
mation letter by post to the company and
its UBOs. The NAU platform automati-
cally notifies the notary whether UBO
registration was approved or not.

Once registrations are complete—for
the company, directors, and UBOs—the
Chamber of Commerce assigns two
numbers to the company: the Chamber
of Commerce registration number
(KVK-nummer) and the legal identities
and associations identification number
(Rechtspersonen en Samenwerkings-
verbanden Informatienummer,  RSIN-
nummer) used for data exchange with
government  entities.  Entrepreneurs
receive a letter from the Chamber of
Commerce informing them of the suc-
cess of the company'’s registration in the
Commercial Register. While awaiting this

letter, the notary can check the company’s
registration status online using the ORN
application. Alternatively, entrepreneurs
can search online for the company's
information using the Commercial Reg-
ister's database?” or the extract from the
Chamber of Commerce.

VAT registration is initiated with com-
pany registration at the Chamber of
Commerce. The Chamber automati-
cally forwards the company's registration
information to the Tax Authority, which
in turn assigns the company's VAT
identification number and delivers it by

FIGURE 4.7 How does the business registration process work in the Netherlands?

1. Verify 2. Draft 3. Register 4. Register 5. Register
—  company — and sign — Ultimate — — c'omgany as'emgloyEr
[ name notarial deed Benefial Owners

|

4. Obtain VAT-id
(requested
automatically)

Source: Subnational Doing Business and Doing Business databases.
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BOX 4.1 Starting a business during COVID-19

In the Netherlands, entrepreneurs appear in person before a civil-law notary to execute the notarial deed—either to sign the
deed of incorporation or to be identified for the purpose of legalizing a private power of attorney. In April 2020, amid the
COVID-19 pandemic, the authorities enacted a temporary law allowing the digital approval of deeds in special emergency situ-
ations. However, for the process of incorporating a by, the entrepreneur or their authorized representative still signs the notarial
deed in person.

The KNB responded to the pandemic by amending some common practice policy rules to allow the digital authorization of
signatures.? Because some entrepreneurs wished to avoid face-to-face meetings, the KNB allowed notaries to verify the identity
and signature of entrepreneurs granting a power of attorney using an audiovisual connection. Consequently, some notaries
reported an increase in the use of private powers of attorney during the pandemic.

Notaries were free to determine whether to allow in-person appointments with clients during the pandemic. Most notary offices
remained open during the lockdown, offering services in accordance with pandemic guidelines for social distancing. Telephone
and videoconference meetings to provide advice and guidance on the establishment of a bv increased sharply. These safety
measures, coupled with the KNB's policy response, helped the Netherlands to maintain a smooth business startup process dur-
ing the COVID-19 pandemic.

Despite the increased use of electronic communication tools, this solution remains temporary and partial— entrepreneurs or
their authorized representative still physically attend the signing of the notarial deed. Beyond this, however, no further in-person
interactions are required to complete the remaining procedures to start a business in the Netherlands.

The remaining steps are executed either electronically (checking the company name, registering the company and UBOs) or by

post (registering as an employer).

a. For more information on the KNB's response to COVID-19, see the website at https://www.knb.nl/actueel/coronavirus.

post to the entrepreneur. Entrepreneurs
can access company tax information,
including the VAT identification number,
and file various tax returns electronically
(payroll, corporate, VAT) using the Tax
Authority’'s portal for entrepreneurs.?®
Private limited companies located in
the Netherlands with a turnover not
exceeding EUR 20,000 per calendar
year can receive a VAT exemption by
opting for the small business scheme
(Kleineondernemersregeling, KOR).?®

Finally, a company hiring employees for
the first time must register as an employ-
er with the Tax Authority. Firms register
as an employer by completing and sign-
ing a PDF form (available online from the
Tax Authority's website®©); they mail the
form by post to the Tax Authority office in
Heerlen.®" Within six weeks of complet-
ing registration, the company receives a
payroll tax number, a payroll tax return
letter—listing the tax return filing periods
for the current year—and information on

the contributions due to the employee
social security insurance scheme.

WHAT CAN BE IMPROVED?

Introduce an automated name
verification system

The entrepreneur has the legal respon-
sibility to check the availability of the
company name in the Netherlands.*?> The
name must meet certain requirements,
such as not using another company's
brand name and avoiding confusion with
existing company names. The Chamber
of Commerce's website offers instruc-
tions on how to check the company name
before registration and provides an online
tool for entrepreneurs to verify whether
their proposed company name is already
listed in the Commercial Register. This
tool cannot check for phonetics, special
punctuation marks, or other distinguish-
ing factors between names that could
confuse the public or be disallowed
under the Trade Name Act. Therefore,

the Chamber of Commerce recommends
that entrepreneurs seek the assistance
of a notary to evaluate the company
name.* Most entrepreneurs seek the
assistance of a notary to ensure that the
proposed company name complies with
the Trade Name Act. Entrepreneurs and
their notaries can also check the Benelux
Office for Intellectual Property** for brand
names and the Internet Domain Name
Registration Foundation (SIDN)* for
domain names.

By simplifying the rules and offering an
automated name verification system at
the time of company registration, the
authorities would allow entrepreneurs to
verify for themselves that the proposed
company name complies with the legal
requirements for company registration.

Various economies have redesigned
the registration process to allow entre-
preneurs to automatically verify the
proposed company name at the time

of application for business registration.
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Australia, Canada, and the United States
introduced clear rules in the early 2000s
to determine whether proposed com-
pany names were identical or similar to
existing companies or required specific
consent. This approach allows for auto-
matic name rejection or acceptance at
the time of registration, increasing both
the transparency and efficiency of the
name clearance process and company
registration overall. Other
allow entrepreneurs to choose from a
list of preapproved company names. In
Portugal, entrepreneurs can choose from
a list on the business registry's website3®
and register the company through a
single contact point, Empresa na Hora.*’
In Estonia, entrepreneurs can check the
proposed company name online using
the e-Business Register,*® which accesses
county court registry databases and
displays real-time data on all legal per-
sons registered in Estonia. In the United
Kingdom, the online registration website
alerts entrepreneurs if the desired com-
pany name cannot be used and provides
guidance for choosing another company
name.*

economies

Make third-party involvement
optional, standardize incorporation
forms, and provide public access to
the business registration system
Starting a bv in the Netherlands costs on
average 3.1% of income per capita. The
cost to start a business is higher in only
10 other EU member states.*® Notary
fees comprise the bulk of this cost
(97%) in the Netherlands. Although
notaries play a similarly central role in
the business startup process in other EU
member states, notary fees elsewhere
are afraction of those in the Netherlands.
In the Czech Republic, entrepreneurs
starting a simple LLC pay a flat fee of
CZK 2,000 (approximately EUR 77)
for the notary to draft and notarize the
company articles of association. There
are no formal standardized articles of
association in the Netherlands; in prac-
tice, many notaries use a standardized
framework for the notarial deed. Still,
notary rates vary significantly, even for

the same type of company incorpora-
tion within the same city. Notarial costs
should be more accessible and transpar-
ent, and prices should reflect variations
only for the services provided.

Various digital platforms—for example,
Firm24%—allow entrepreneurs to estab-
lish a bv in the Netherlands and offer
standardized articles of association for
company incorporation. However, these
still require the involvement of a notary.
Most entrepreneurs prefer to use cus-
tomized incorporation documents and,
therefore, do not take advantage of these
platforms. The Dutch authorities could
reduce the cost of starting a business
by formalizing the use of standardized
articles of association and making them
flexible enough to accommodate most
small businesses. Standardization could
make it possible for registry officials to
verify their accuracy, signatures, and legal
compliance. For a standard company, a
single verification should suffice; larger
companies with more complex structures
and special requirements could continue
to solicit the services of third-party pro-
fessionals and use customized incorpora-
tion documents. Allowing entrepreneurs
to file the incorporation documents
electronically with the Chamber of
Commerce would also facilitate company
formation by reducing the need for legal
intermediaries and reducing costs.

Fewer than half of the 191 economies
require
entrepreneurs to hire a third-party agent

measured by Doing Business

when starting a business. Increasingly,
economies are making the use of inter-
mediaries optional when incorporating
a new LLC. Third-party agents are not
required in the 10 EU member states
with the lowest cost to start a business
(figure 4.8). Across regions, the overall
cost to start a business is lower in
economies where there is no third-party
involvement.*? Entrepreneurs pay no fees
when using SPOT,*® Slovenia's electronic
one-stop shop, to start a simple LLC. This
procedure makes use of standardized
electronic articles of association and can

DOING BUSINESS IN THE NETHERLANDS

be used by both single-member LLCs
(one founder) and multi-member LLCs
(several founders). Portugal successfully
made third-party involvement optional
for companies using registry-provided
standard incorporation documents.**
Entrepreneurs can establish a “one-per-
son” company, a private limited company,
or a public LLC instantly at just one desk.
In the United Kingdom, entrepreneurs
can register an LLC using the Companies
House's online tool* at a cost of GBP 12
(approximately EUR 14). The registration
website automatically generates model
articles of incorporation and company
memoranda.*®

Make starting a business a fully
electronic process

The coronavirus pandemic has driven
technological advances at a staggering
pace worldwide. In the European Union,
the move toward online business regis-
tration was already well underway. EU
Directive 1151/2019 requires that all EU
member states introduce an online pro-
cedure for company formation, branch
registration, and document submission.
However, the availability of online tools
for company registration varies across the
European Union. In several EU member
states, entrepreneurs can register their
company electronically; in others, the law
requires the involvement of a third party
(a notary, accountant, or lawyer) in the
incorporation process.*’

In the Netherlands, digital tools for
company registration are available only
to notaries, who must verify the identity
of all shareholders. But the process for
starting a business is not fully online—
the notarial deed is still executed in the
physical presence of a notary. Moreover,
company founders hiring employees for
the first time must send a PDF form by
post to the Tax Authority’s Heerlen office.
Allowing entrepreneurs to use a digital
identity would eliminate the need for an
in-person visit to the notary. Furthermore,
adding employee registration to the
electronic incorporation process would
eliminate the need for the submission
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FIGURE 4.8 Starting a business costs more in economies with third-party involvement
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Source: Subnational Doing Business and Doing Business databases.

Note: Values for Austria, Belgium, and the Netherlands are based on data for the cities benchmarked in this report; data for other EU member states (represented by their capital city
as measured by global Doing Business) are not considered official until published in the Doing Business 2021 report.

of paper documents. By adopting these
measures—and making the temporary
digitalization measures adopted during
COVID-19 permanent—the authorities
could fully digitalize the company incor-
poration process in the Netherlands.

Several EU member states have vir-
tual interfaces for business incorporation.
These economies require no in-person
interaction with the authorities, third-
party  participation, or  hard-copy
submission of documents to start a com-
pany, reducing the administrative burden.
Estonia's online company registration
portal allows entrepreneurs to check the
company name, submit the registration
application, and pay the share capital
electronically in a single interaction.*®
The Danish Business Authority provides
LLCs with a one-stop, centralized online
platform for business and tax registra-
tion, which entrepreneurs access using
their NemlID digital signature. Companies

complete a registration form and submit
the memorandum and articles of associa-
tion online.* In Portugal, entrepreneurs
can establish an LLC through an online
registration service ('Empresa Online").
They can access this service through the
Business Portal by using a digital mobile
key, a citizen card, or a digital certificate.*®
Economies worldwide offer an elec-
tronic end-to-end company registration
process. Canada's registration process
has been entirely paperless since 2006.
An integrated IT system links the
databases of relevant agencies (regis-
try, tax, social security, and statistics
institute). Entrepreneurs can submit a
single electronic form and pay electroni-
cally through the website.”" Once all the
requirements are met, and payment
is received, the system automatically
processes the information and instantly
issues the registration certificate. In the
United Kingdom, company founders have

the option of registering their company
online with the Companies House®? in a
process that takes only several hours.

Accelerate and streamline the VAT
registration process

Each of the individual requirements to
start a business in the Netherlands can
be completed in one day or less—except
for VAT registration. The due diligence
process to issue the VAT number for a
low-risk activity, takes roughly five days.
This lengthy wait is due to staff workload
and the thorough evaluation of the appli-
cation undertaken by revenue officers to
reduce the risk of noncompliance and the
incidence of fraudulent reimbursement
claims.

The authorities could consider stream-
lining risk screening at the point of
registration, thereby freeing resources for
reallocation to other compliance actions.
In Croatia, which takes this approach,
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obtaining a decision on VAT registra-
tion takes one to two days. Checks are
performed to assess the accuracy of the
information submitted after registration.
Some EU member states issue VAT and
other tax numbers on the spot. In Italy,
just two days after submitting a single
electronic notice (Comunicazione Unica,
or ComUnica) to the business register,
the company receives the fiscal code,
VAT number, and registry application ref-
erence number. In France, entrepreneurs
can file a joint application for company
incorporation, allowing them to meet
the requirements of various agencies—
including the tax authorities—in just two
days. Similarly, in Greece and Hungary,
completing the company registration
and obtaining the taxpayer/VAT number
takes two days.
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Dealing with Construction Permits

The Dutch construction permitting
system is regulated at the national level
by the Environmental Licensing (General
Provisions) Act (referred to hereafter by
its Dutch acronym, Wabo).>® The Wabo
legislation allows a developer to submit
all permits and notifications required for
a project in a single application to the
Omgevingsloket online platform (also
referred to as OLO).>* Although legisla-
tion is set at the national level, the law
leaves room for implementation varia-
tions at the local level.

Dealing with construction
permits is easiest in Middelburg
and hardest in Enschede

The 10 Dutch cities benchmarked show
notable differences in the efficiency of the
construction permitting process (table
45). Amsterdam, Arnhem, Eindhoven,
The Hague, and Utrecht require the few-
est procedures (13), while Maastricht
requires the most (16). Construction
permitting is fastest in Groningen (168

days) even though the city requires
two more procedures than The Hague,
where the process takes two months
longer (233 days). The cost—which
averages 2.7% of the warehouse value
in the Netherlands—ranges from 1.5% in
Maastricht to 4.0% in Amsterdam.

On average, Dutch cities lag
their EU peers on measures

of efficiency and quality in
construction permitting

Dealing with construction permits across
the Dutch cities measured requires, on
average, 14 procedures in 202.8 days at a
cost of 2.7% of the warehouse value (fig-
ure 4.9).°> The number of procedures is
roughly on par with the EU average (13.8),
but the process takes nearly a month
longer than the EU average (1811 days).
It is also roughly one-third more expen-
sive to get a construction permit in the
Netherlands than the EU average (1.9% of
the warehouse value). Construction per-
mitting in the Netherlands is among the

TABLE 4.5 Dealing with construction permits in the Netherlands—where is it easier?

Cost Building quality
Score | Procedures Time (% of warehouse | control index
City Rank | (0~100) | (number) (days) value) (0-15)
Middelburg 1 69.47 14 169 23 10
Eindhoven 2 68.89 13 202 1.7 10
Rotterdam 3 68.32 15 169 2.4 10
Amsterdam 4 66.92 13 189 4.0 10
Groningen 5 66.88 15 168 3.6 10
Maastricht 6 65.95 16 204 1.5 10
Arnhem 7 65.85 13 231 2.4 10
Utrecht 8 65.60 13 231 2.6 10
The Hague 9 65.11 13 233 2.9 10
Enschede 10 62.75 15 232 33 10

Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. Rankings
are based on the average score for the procedures, time and cost associated with dealing with construction permits,
as well as for the building quality control index. The score is normalized to range from 0 to 100 (the higher the score,
the better). For more details, see the chapter “About Doing Business and Doing Business in the European Union

2021: Austria, Belgium and The Netherlands."

most expensive in the European Union,
with Amsterdam and Groningen among
the top five most expensive European cit-
ies. Dutch cities are on average over three
times slower than Denmark (64 days)
and nearly three months slower than
Germany (126 days), but slightly faster
than Belgium (211 days) and France (213
days). On the building quality control
index, the Dutch cities score higher than
the UK and on par with Germany, but
below France, Belgium, and Denmark,
and the EU average (11.6).

Dealing with construction
permits in the Netherlands
involves 11 common steps

In most cities in the Netherlands, the
construction permitting process follows
a general scheme of 11 steps (figure
410). Some cities require additional
procedures. Before construction, the
first step is to obtain a report of the
soil conditions from a soil research
company. The soil report, required for
the permit application, ensures that soil
quality is sufficient and that soil pollution
is minimal. Simultaneously, the developer
consults with the municipality to discuss
the feasibility of the project. Developers
typically conduct this consultation—
which is optional but strongly advised by
the municipality—to prevent delays due
to project complications.

As a next step, the developer applies
construction permit
(Omgevingsvergunning). The municipal

online for the

departments reviewing the application
(for example, the environment depart-
ment) access it through the OLO online
platform.

After the construction permit is granted,
the developer notifies the building
inspector two days before starting
construction. The building inspector is
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FIGURE 4.9 Dealing with construction permits in the Netherlands requires more time and is more expensive than in most other EU

member states
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Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital or largest business city as measured by
Doing Business. Data for Amsterdam, comparator economies and EU averages are not considered official until published in the Doing Business 2021 report.

* Czech Republic, Estonia, Poland and Slovak Republic.

present during the building's foundation,
which entails pile driving,*® concrete
pouring, and concrete reinforcement.
The building inspector may also conduct
arandom inspection to ensure the safety
of the construction and the construction
site. In parallel, the developer applies
for the water and sewage connections.
The procedure to request the connec-
tion is the same in all cities. Through the
national Mijnaansluiting® platform, the
developer can request the connection
to most utilities: gas, electricity, water,
sewage (in a limited number of regions),
heating, and media and communication.
Once an application is submitted, the
platform forwards it to the relevant util-
ity company. The remainder of the con-
nection process is coordinated directly
between the developer and the utility
company.

Once construction and the utility con-
nections are completed, the developer

notifies the building inspector that the
project is complete. The building inspec-
tor conducts a final inspection. If the
building passes the inspection, the fire-
safe occupancy permit is granted.

Despite national legislation, the
number of procedures ranges
from13to 16

Dealing  with permits
requires between 13 and 16 procedures
in the Netherlands, depending upon the
municipality. The various water and sew-
age connection processes and the local-
level application of the Bibob Act—part
of the legal framework addressing money
laundering activities—are the main driv-
ers of variation.®

construction

Dutch municipalities determine which
industries are most at risk to money laun-
dering and apply the Bibob screening;
they choose either a basic screening or
in-depth evaluation depending upon the

individual case.” Five of the 10 bench-
marked cities apply Bibob screening to
all construction projects above a certain
monetary threshold.®® The Bibob proce-
dure consists of the developer filling out
a form, which is then forwarded to the
municipal Bibob office. The form is con-
fidential, and the information in the form
is not shared with the permitting office;
only the outcome of the Bibob screening
is shared with the permitting office. If the
project passes the screening, the devel-
oper receives no further communication;
if the project fails, the municipality may
deny the construction permit.

In nine cities, water and sewage con-
nections require separate applications
because sewage connections are
arranged through the municipality and
private sector companies are responsible
for water connections. Amsterdam is the
exception. Since 2005, when the water
and sewage companies merged, a private
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FIGURE 4.10  The main stages of construction permitting show slight variations in

implementation

Obtain report on the soil conditions*
H Hold a consultation with the municipal authorities*

Submit a request for a building permit to the municipal executive®
tH Apply for Bibob clearance (a)

Notify building inspector two days before construction begins*

During construction

I Request and receive inspection at foundation stage*

Receive a random inspection*

Utility connections (b)

H I Request water and sewage connection®

Obtain water and sewage connection®

After construction

Notify building inspector upon completion of work*
Receive final inspection*

Obtain occupancy permit*

@ Local authorities

Q Private expert

® Utility

Source: Subnational Doing Business and Doing Business databases.

* Procedure applies to all cities

(a) This procedure only applies in: Amsterdam, Enschede, Groningen, Maastricht, and Rotterdam.

(b) The number of procedures to connect to water and sewage services varies depending on the city. In Amsterdam,
these services are merged, while all other cities require separate applications.

¥ This procedure is simultaneous with the previous one.

company, Waternet, has made these con-
nections in Amsterdam.®'

The nine cities where the municipality is
responsible for the sewage connection
have notably different approaches and
involvement levels. In Arnhem, the first
step to obtain a sewage connection is
to notify the municipality. In Enschede,
Eindhoven, Groningen, The Hague, and
Utrecht, the builder makes a formal
request to the municipality, which either
completes the sewage works or pro-
vides a list of contractors. The sewage
notification procedure (as in Arnhem) is
relatively simple. The developer submits a
form containing basic information on the
developer, the connection site, and the
type of connection and a simple blueprint
of the connection site. The notification
requires minimal interaction between
the developer and the municipality.
After submitting the information form,

the developer receives confirmation of
receipt from the municipality within two
weeks. Upon confirmation of receipt, the
developer can make the connection. The
notification is not open to objections or
appeals. The sewage connection request
process is similar, with the primary differ-
ence that the municipality acts as a coor-
dinator between the contractor and the
developer. The size of the municipality’s
role differs by municipality. In Enschede,
the municipality arranges the connection.
In Utrecht, the municipality obtains quo-
tations from three contractors, which it
shares with the developer. The developer
then contacts the contractor of its choice
from the three options. In Maastricht,
Middelburg, and Rotterdam, the devel-
oper requests a permit to assess whether
a connection is possible and estimate the
cost. In Maastricht and Rotterdam, the
municipality carries out an onsite inspec-
tion before making the connection.

Construction permitting

is fastest in Groningen,
Middelburg, and Rotterdam, and
slowest in Enschede and The
Hague

The time to deal with construction per-
mits ranges from 5.6 months in Groningen
to more than 7.5 months in The Hague.
This difference is not necessarily caused
by the number of procedures (Groningen
requires 15 while The Hague requires 13),
but rather by differences in the time need-
ed for municipal consultations and utility
connection procedures (figure 4.11).

The time to schedule a consultation
to discuss project feasibility with the
municipality ranges from eight days in
Maastricht to 60 days in The Hague.
Several factors account for this differ-
ence. One is the difference between the
types of consultations and the different
arrangements the municipalities offer.
The developer can submit a draft applica-
tion through the national online platform
OLO or arrange a consultation directly
with the municipality. For both options,
it is at the municipality's discretion to set
the cost, and consultations are not bound
to any maximum time. Permitting officer
availability can also drive variations in
time. Cities such as Utrecht (25 days),
Enschede (30 days), and The Hague
(60 days) have a shortage of permitting
officers, resulting in delays and longer
response times.

During the COVID-19  pandemic,
procedures took longer in Arnhem,
Amsterdam, Eindhoven, and The Hague,
and contact with municipalities was
more challenging due to remote working
arrangements. In Enschede, Groningen,
and Rotterdam, developers indicated
that municipalities adjusted well (though
not immediately), and contact with the
municipalities went smoothly via virtual
meetings. For all cities, developers noted
that when an interaction needed to occur
between different departments within the
municipality (whether it be for a meeting
or to answer a question), it took longer
than normal due to home-based work.
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FIGURE 4.11  The time to connect to water and sewage services varies most
Groningen 98 22 30 18
Middelburg 98 23 30 18
Rotterdam 98 23 30 18
Amsterdam 98 43 30
Maastricht 98 58
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The Hague 98 57
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B Building permit approval M Utility: water and sewage M Soil test

Other municipal procedures

Source: Subnational Doing Business and Doing Business databases.
Note: Other municipal procedures include the consultation with the municipality, notifications of start and completion of construction, inspections during and after construction, and
obtaining the occupancy permit. The soil test and the consultation with the municipality procedures are simultaneous in all cities. The Hague is the only city where the consultation
with the municipality takes longer than the soil test. For details on the simultaneity effect, see the data notes. Data for Amsterdam are not considered official until published in the

Doing Business 2021 report.

The process of getting water and sewage
connections also drives significant sub-
national time variations. One company
is responsible for both water and sewage
connections in  Amsterdam—saving
developers time—while in all other cities,
developers must make separate applica-
tions for these services. As different enti-
ties provide these services in the Dutch
cities benchmarked, there is significant
time variation, ranging from 22 days in
Groningen to 85 in Arnhem, Enschede,
and Utrecht. Additionally, municipali-
ties have different processes in place to
obtain the sewage connection, leading to
further variation: in Rotterdam the devel-
oper applies for a permit for the sewage
connection, in Utrecht the developer
submits a sewage connection request,
and in Arnhem the developer presents
a notification of plans to connect to the
sewage system.

The time to request the building permit is
uniform across the 10 cities. The official
time limit is respected in practice, with 56

days to assess the permit application and
another 42 days for the permit to become
irrevocable—a total of 98 days from
application submission to the start of
construction. Municipalities can prioritize
projects that are particularly beneficial to
the community, such as those creating
jobs or exceptional economic value; these
projects often have a faster processing
time.

Building permit fees represent
the largest source of variation in
cost across cities

The average cost of dealing with construc-
tion permits in the Netherlands is 2.7% of
the warehouse value, ranging from 1.5%
in Maastricht to 4.0% in Amsterdam.
The difference in cost primarily stems
from permitting fees: in Amsterdam a
permit application for the Doing Business
case study warehouse costs EUR 82,106;
the same permit in Maastricht costs just
EUR 21133. On average, municipal fees
comprise 82% of the cost of dealing
with construction permits across the 10

cities benchmarked (figure 4.12). In the
Netherlands, permit fees cover the entire
construction process, including inspec-
tion fees and the fire-safe occupancy
permit.

Although the permit application is a
national procedure, municipalities set
permit fees. In all cities, the permit fee is
based on construction costs, and some
distinction is made depending on the
building's intended use. The permit fee
is a fixed percentage of the construction
costs in Arnhem (2.0% of warehouse
costs), Rotterdam (2.1%), Utrecht (2.1%),
and The Hague (2.6%). In Amsterdam,
Eindhoven, Enschede, Groningen, and
Middelburg, the municipality uses a cost-
based tiered system to determine the
permit fee. Maastricht uses a slightly dif-
ferent approach whereby the municipality
estimates the construction costs based
on the building area, purpose, and market
prices. The municipality's construc-
tion costs are then applied to the cost
schedule to determine the permit fee.
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FIGURE 4.12  Municipal fees account for 82% of the average cost of dealing with

construction permits
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Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report.

In addition to the above cost schedules,
municipalities have varying permit dis-
count schemes to encourage sustainable
construction. For example, in Amsterdam,
the permit fee is discounted by up to
EUR 25,000 for energy-efficient technol-
ogy like solar panels or green roofs.?
The Hague discounts the permit fee by
up to EUR 200,000 for energy-efficient
installations, sustainable materials, and
repurposable building design.®?

The consultation fees charged by munici-
palities also differ by city. These fees
are set by the municipality in the overall
permit fee schedules. For example, The
Hague charges a set fee of EUR 100,
regardless of the size of the construc-
tion project. In Utrecht, the consultation
fee for projects with construction costs
below EUR 1 million is EUR 345, while the
fee for projects above this threshold is
EUR 3,000. In some cities, such as
Groningen, there is no consultation
fee. Fees can also differ depending on
the type of consultation. For example,
in  Maastricht a with
the municipality is free of charge, but

conversation

submitting a preliminary application costs
30% of the total permitting fee. Some cit-
ies deduct the consultation fee from the
permitting fee when the builder submits
the permit application. In Middelburg, the
consultation costs 25% of the permitting
fee, but this is deducted from the permit-
ting fee upon application submission.

In most Dutch cities, water and sewage
connection costs comprise between 1
and 5% of the total cost. Maastricht is
the exception at 14% (lower construction
costs mean that utility fees comprise a
larger share of the total cost). Utility con-
nection costs vary from city to city due to
differing systems (for example, municipal
involvement in sewage connection) and
fee schedules (flat fees versus per meter
fees).

On the building quality control index, all
benchmarked Dutch cities score 10 out
of 15 points (table 4.6), which is below
the EU average (11.6 points). Despite its
strength in most quality control aspects,
the Netherlands does not get full marks
in liability and insurance regimes (1 out

of 2 points) and professional certification
requirements (O out of 4 points).®

When structural defects are discovered
during construction, it is important that
the responsible party be held liable and
that the parties involved in the building
design, supervision, and construction
have insurance to cover the costs of any
structural defects. In the Netherlands,
even though the law specifies who is
liable for structural defects (namely the
construction company, professional in
charge of the supervision, and the archi-
tect or engineer that designed the build-
ing plans), there is no legal requirement
to obtain a latent defect liability insurance
policy to cover structural flaws in the
building once it is in use.®

Having the appropriate technical qualifi-
cations is also essential in the construc-
tion sector. The Netherlands scores no
points on the professional certifications
index, as the national law does not meet
all requirements as measured by Doing
Business, such as the minimum require-
ment of a university degree.®®

WHAT CAN BE IMPROVED?

Increase efficiency by improving
coordination and consolidating
procedures

Streamlining permitting
clearances and utility connections is key
to making the construction process more
efficient. Getting a construction permit in
the Netherlands takes, on average, nearly
a month longer than the EU average, three
times longer than in Denmark, and twice
as long as in the United Kingdom.

construction

In nine of the 10 cities benchmarked, water
and sewage connections are handled sepa-
rately, lengthening the process. Additionally,
there is no standard sewage connection
procedure across cities. Combining the
water and sewage applications could
reduce utility connection procedures sig-
nificantly and ease the developer's burden
of interacting with multiple companies.
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All 10 Dutch cities
(score)
BUILDING QUALITY CONTROL INDEX (0-15) 10
Quality of building regulations Are building regulations easily accessible? 1
(0~ Are the requirements for obtaining a building permit clearly specified? 1
Quality control before construction | Which entity(ies) is/are required by law to verify the compliance of the building plans with 1
(0-1) existing building regulations?
Quality control during construction Are inspections mandated by law during the construction process? 2
(0-3) Are inspections during construction implemented in practice? 1
Quality control after construction Is a final inspection mandated by law? 2
(0-3) Is a final inspection implemented in practice? 1
Is any party involved in the construction process held legally liable for latent defects once the 1
building is in use?
Liability and insurance regimes
(0-2) Is any party involved in the construction process legally required to obtain a latent defect
liability—or decennial (10-year) liability—insurance policy to cover possible structural flaws or 0
problems in the building once it is in use?
Are there qualification requirements for the professional responsible for verifying that the 0
Professional certifications architectural plans or drawings are in compliance with the building regulations?
(0-4) Are there qualification requirements for the professional who conducts the technical 0
inspections during construction?

Maximum points obtained

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. For details on the scoring of each question, see the data notes.

Most  Dutch could follow
Amsterdam'’s There, the
developer request via
mijnaansluiting.nl and coordinates the
new connection with one entity. The
other cities could consider moving the
sewage request procedure—currently
done via municipal websites—onto the
mijnaansluiting.nl  platform. Improved
coordination between municipal sewage
connection services and the public water
connection companies would benefit the
developer. Additionally, as the sewage
request procedure varies significantly
by location in the Netherlands, munici-
palities could consider standardizing this
procedure nationally.

cities
example.
submits one

Dutch cities could also achieve substantial
improvements by reducing the developer's
need to consult with municipal authorities
before applying for the building permit.
Although the procedure is optional, devel-
opers prefer to go through the additional
process to reduce complications, delays,
and errors when the permit is requested.
For some cities, this procedure adds a

significant amount of time to the permit-
ting process. In The Hague, for example,
it takes 60 days on average to have a
consultation. Furthermore, there is more
than one type of consultation available in
each city, but no centralized explanation
of the various options. Depending on the
type of consultation, the time, cost, and
level of advice can vary significantly. For
example, in Arnhem one consultation
option costs EUR 561 while another costs
40% of the construction cost. Costs
also vary between cities, from no cost
in Enschede to EUR 3,000 in Utrecht.
Making the relevant information clearer
and more accessible could reduce the
need for developers to seek municipal
consultations for simpler projects, which
could, in turn, reduce the burden on per-
mitting officials. Additionally, the authori-
ties should better explain the types of
consultations available to make it easier
for developers to choose the best option
for their needs.

In Denmark and New Zealand, clear,

consolidated, and readily available

information on building regulation make
consultations before submitting the per-
mit request unnecessary. The Netherlands
plans to consolidate and clarify Dutch
building regulations and make them
more easily accessible on the new Digital
Code (DSO)
platform (box 4.2). Such reforms should

System  Environmental

help reduce the need for developers in
the Netherlands to hold consultations
with the municipality before requesting
the permit.

Continue expanding the digital
platform to consolidate the
construction permitting process
further

Currently, developers in the Netherlands
use the OLO platform to submit the
building permit application and track
its progress. They submit their util-
ity connection requests through the mij-
naansluiting.nl  portal. Communication
with building inspectors is also digital but
occurs via email. Integrating these digital
activities into a single window platform

could improve user-friendliness and
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BOX 4.2 New reform in construction permitting in the Netherlands: toward a more efficient process

On March 22, 2016, the Dutch government accepted a new environmental code (Omgevingswet), now scheduled to take effect
on January 1, 2022 (the initial implementation date was pushed back due to the pandemic).?

The new code replaces the Wabo legislation, further simplifies and integrates spatial planning regulations, and makes it easier
to start a construction project. It will bundle 26 spatial environment laws into one, 60 General Management Measures into
four, and 75 ministerial regulations into a single environmental regulation. Additionally, a new platform, DSO, will replace the
OLO online platform (currently used for construction permits) and two other platforms used for spatial planning (AIM and
ruimtelijkeplannen.nl).

The law will also reduce the number of cases requiring a permit, making notification the norm and a permit the exception. The
number of permit cases falling under the lengthier procedure—which can take up to 26 weeks—will also be reduced, meaning
most permit cases will fall under an eight-week procedure. The “lex silencio positivo” will be discontinued (under current regu-
lation, if a municipality fails to respond within the legal term, the permit is automatically granted). If a municipality does not
respond within the legal term, the municipality will have to pay a penalty to the developer. The developer can also appeal to the
courts directly.

Finally, the quality control criteria will be updated with the introduction of the Quality Assurance for Building Act (referred to
as Wkb). Under this act, inspections will be privatized and carried out by quality assurance companies (kwaliteitsborgers). The
quality assurance companies must meet strict minimum qualifications, including education, years of experience, and the com-
pletion of a specialized course (currently under development). The quality assurance company will be involved in the construc-
tion process throughout the project’s entirety, including design, implementation, construction, and completion. A risk-based
assessment of the type of building and services required will determine the fees charged by the quality assurance company.
The construction contractor will be responsible for all defects and their consequences, including if a client discovers a defect
later—the client will be able to force the contractor to fix these defects. The contractor will also be required to inform the client

if they are insured against bankruptcy and risks of damage or defects.

a. For more information on the new reform, see https://www.rijksoverheid.nl/onderwerpen/omgevingswet/vernieuwing-omgevingsrecht.

allow developers to track their projects in
one place.

Shifting from the OLO platform to the
DSO platform will integrate three online
spatial planning tools (combining the
OLO, AIM, and ruimtelijkeplannen.nl).
The Dutch might consider also integrat-
ing the utilities portal to further stream-
line the permitting process, creating one
single platform for developers to make
all necessary requests. Expanding the
scope further to include communication
with building inspectors would create a
comprehensive picture of developer and
municipality activities. In the United Arab
Emirates, the use of cameras and drones
to inspect construction sites reduces the
need for onsite inspections, freeing up
inspectors’ time.

In the long run, Dutch cities should look
into the advantages offered by Building

Information Modelling (BIM) systems,
which incorporate building regulation
parameters into project design.®’ The
software helps professionals plan proj-
ects that comply with national and local
regulations, and it makes conducting
post-design checks easier and faster
for public authorities. Australia devel-
oped the DesignCheck program, which
provides an automated code-checking
tool for designers to check code require-
ments at varying stages of project design;
basic building-code compliance tests
can be done rapidly and automatically.®®
Introducing BIM technology requires a
financial investment and training for both
private professionals and public sector
officials. A strong collaboration between
professional associations and municipali-
ties would be essential in the preparation
and implementation phases.

Introduce mandatory liability
insurance requirements to cover
developers and architects in the
event of structural defects

Although developers and architects in
the Netherlands are liable by law for
structural flaws or building problems,
the law does not require them to obtain
insurance to cover costs arising from
structural defects once the building is in
use. Such insurance benefits clients and
contractors, and it encourages construc-
tion companies—particularly small and
medium-sized construction companies—
to pursue more projects.®®

With the Omgevingswet reform (see
box 4.2), the Netherlands will take the
first step in this direction by making it
mandatory for contractors to inform
their clients whether they have insurance
for bankruptcy, defects, and damages
and, if so, what type of insurance. The
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Netherlands could emulate the examples
of France and Denmark. France, an early
adopter of mandatory decennial (10-
year) insurance policies, applies the same
insurance requirement to all new build-
ings, regardless of their purpose.”” Two
coverage levels are required for structural
defects: insurance taken out by the own-
ers of the building (dommage ouvrage)
and decennial insurance taken out by the
builders. In Denmark, regulations require
decennial insurance for the construction
of new permanent dwellings. When issu-
ing the occupancy permit, the municipal-
ity checks the validity of the insurance
before issuing the building permit and
completing construction.

Review the building permit cost
structure

Building permit fees across all Dutch
cities are high, accounting for more than
80% of the total cost of construction
permitting. Based on the construc-
tion value, a Dutch entrepreneur pays
EUR 51,096 on average for the build-
ing permit—almost four times the EU
average (EUR 13,989). Building permit
fees allow local authorities to provide
public infrastructure and facilities that
benefit local development. However, high
building permit fees tend to reduce com-
mercial property investment, adversely
affecting job growth.”

In economies that have adopted good
practices in this area, building permit
fees are generally set to recover the cost
of providing the services rather than
to fulfill a tax purpose. New Zealand
charges permit fees at a level that covers
the costs associated with the review of
plans, inspections, and overhead costs.
When setting the fees, the Auckland
Council considers factors including the
cost implications of infrastructure fund-
ing decisions on development and the
challenges developers face in getting
their products built, noting “if develop-
ment costs are too high this may act as
a barrier to development and slow down
growth."”?

Improve regulatory expertise
together with the private sector
Construction permitting is a complex
process involving multiple stakeholders.
Managing this process requires permit-
issuing agencies that are adequately
staffed and technically competent, with
professional case management know-
how and technology. Developers in the
Netherlands cite inadequately trained or
understaffed permit-issuing offices as
causes of construction permitting delays.

More robust qualification requirements
for professionals involved in construction
permitting and control could be benefi-
cial. In the Netherlands, the professionals
who approve standard case building
plans and supervising construction must
have a senior secondary vocational edu-
cation (MBO), one year of work experi-
ence, and some additional specialized
certifications.”? In contrast, in Croatia and
Portugal, these professionals must have
a university degree in architecture or
engineering. Introducing a requirement
for higher education would automatically
increase the technical competency of
the Dutch permitting agencies. Globally,
more than 80% of economies measured
by Doing Business require a university
degree in architecture or engineering for
professionals reviewing building plans.

In the medium term, understaffing could
be addressed by giving certified private
sector professionals a more significant
role in the permitting process. Although
this might require legislative action, the
benefits of a highly specialized workforce
flexible to changes in demand could be
substantial. Most EU member economies
have made a complete shift from public
to private governance mechanisms in
building regulation, reflecting a desire
to improve the quality of regulation,
reduce the administrative burden for
applicants, and support a greater focus
on risk mitigation.” Australia, Singapore,
and the United Kingdom are among the
countries that have adopted a system of
third-party contractors to expand regula-
tory coverage and expertise.”> Doing

DOING BUSINESS IN THE NETHERLANDS

Business data suggest that construction
permitting is more efficient in economies
that rely on some form of private sector
participation in construction permitting
or control processes. But such a system
needs to be accompanied by adequate
safeguards, such as more robust quali-
fication requirements for professionals
who approve building plans. The upcom-
ing reforms in the Netherlands will take
a significant step in this direction by
privatizing inspections and updating
inspectors’ minimum qualifications.
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Getting Electricity

Electricity-related laws and regula-
tions are defined at the national
level and monitored by an independent
administrative body, the Netherlands
Authority for Consumers and Markets
(ACM).’® Distribution system operators
(DSOs)—also referred to as “electricity
distributors” and “distribution utilities”
in this chapter— are key players in the
connection process. The low and medium
voltage grids in the 10 benchmarked cit-
ies are operated by four utilities: Enduris,
Enexis, Liander, and Stedin (map 4.1).
Each utility serves a specific geographic
area and is responsible for expanding and
maintaining its own grid. The national
high voltage grid is managed by a trans-
mission system operator, TenneT, which
transports electricity and balances supply
with demand.”

Among the 10 cities benchmarked, get-
ting electricity is easiest in Maastricht
and Eindhoven, and most difficult in
Enschede and Groningen (table 4.7). The
procedural steps to obtain a new connec-
tion are identical across locations, but
the time and cost to complete them vary
substantially.

Obtaining an electricity connection
in the Netherlands takes longer
but costs significantly less than
the EU average

Across the Dutch cities benchmarked, a
new electricity connection costs 21.9% of
income per capita on average, one-sixth
of the average cost in the European Union.
This low cost places Dutch cities among
the EU member states with the lowest grid
connection costs.”® The process requires
the same four procedures in all 10 cities,
in line with the EU average of 4.5 proce-
dures. However, completing these steps
takes on average almost four months
across the Dutch cities, nearly one month
longer than the EU average. Obtaining a

MAP 4.1  Electricity distribution utilities operate in designated geographic zones

Groningen
Amsterdam
Enschede
Enexis
The Hague Utrecht
Arnhem
otterdam Liander
Middelburg
Eindhoven
Maastricht

Source: Subnational Doing Business and Doing Business databases.

Note: The Enduris and Stedin distribution utilities, which are both members of the Stedin Group, are in the process of
being merged.

TABLE 4.7 Maastricht and Eindhoven score highest in the Netherlands for getting

electricity

Cost Reliability of supply and
Score | Procedures | Time | (% of income | transparency of tariffs index
City Rank | (0-100)  (number) | (day) per capita) (0-8)
Maastricht 1 87.19 4 97 18.3 8
Eindhoven 2 87.08 4 98 18.3 8
Middelburg 3 86.63 4 102 23.7 8
Amsterdam 4 86.63 4 102 24.1 8
The Hague 5 85.43 4 13 24.6 8
Arnhem 6 84.24 4 124 241 8
Rotterdam 7 84.24 4 124 24.6 8
Utrecht 8 83.37 4 132 24.6 8
Groningen 9 82.95 4 136 18.3 8
Enschede 10 82.73 4 138 18.3 8

Source: Subnational Doing Business and Doing Business databases.

Note: Rankings are based on the average scores for the procedures, time, and cost associated with getting electricity
and the reliability of supply and transparency of tariffs index. The score is normalized to range from 0 to 100 (the
higher the score, the better). For more details, see the chapter “About Doing Business and Doing Business in the
European Union 2021: Austria, Belgium and the Netherlands.” Data for Amsterdam are not considered official until
published in the Doing Business 2021 report.
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new connection takes longer than the
Dutch average (116.6 days) in only five
EU member states.”” In Germany, obtain-
ing an electricity connection takes less
than one month, making it the European
Union's fastest economy as measured by
Doing Business (figure 4.13).

The Netherlands performs well on the
Doing Business reliability of supply and
transparency of tariffs index, with all 10
cities scoring the maximum 8 points on
the index (figure 4.14) 8% The Dutch cities
offer a reliable grid and the regulatory
framework is robust and follows good
practices.

Doing Business studies the hypothetical
case of a local firm that needs a 140-kilo-
volt-ampere (kVVA) electricity connection
for a newly built warehouse located in
a commercial area outside a city's his-
torical center. In all 10 cities measured
in the Netherlands, a new warehouse
would be connected to the low voltage
underground network.®' To obtain a new

electricity connection, customers initiate
the application process by submitting a
form online, together with details on the
requested capacity and the building's
exact location (figure 4.15).

Upon receiving the request, the utility
assesses the feasibility of the connection
and, if positive, provides the client with
a quote for connection fees. The utility
(on the client’s behalf) then obtains the
necessary excavation permits from the
local and performs the
using an external
the external

municipality
connection works
contractor. Before
nection works can start, as an internal
step the utility's contractor submits a
request (KLIC request®?) through the
Netherlands' Cadastre, Land Registry
and Mapping Agency's online platform
to obtain a map showing the existing
underground cables and pipes. This map,
which takes a maximum of two days to
receive, is required to prevent damage
during the excavation works (figure 4.16).
Utilities with underground networks—for

con-

DOING BUSINESS IN THE NETHERLANDS

water, sewer, gas, telecommunications,
or electricity—are legally required to
register their pipes and cables with the
cadaster and regularly update their maps.
The customer can sign a supply contract
with any available energy supplier as
well as hire a specialized company to
install the meter at any point during the
connection works.®* Using an electronic
platform, the supplier and the meter
company notify the distribution utility
of the supply contract signing and meter
installation.®* Finally, the utility electrifies
the connection without any further action
by the customer.

Entrepreneurs benefit from

a standardized process, but
variations exist in the time

and cost to get an electricity
connection

In all benchmarked cities, entrepreneurs
can request connections from different
distribution utilities while benefitting
from the same predictable process. This
predictability stems from the strict legal

FIGURE 4.13  Getting electricity in the Netherlands takes almost a month longer than the EU average
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Source: Subnational Doing Business and Doing Business databases.

Note: EU average uses economy-level data for the 27 member states of the European Union. Data for individual economies are for their capital city as measured by the global Doing
Business. Data for Amsterdam, comparator economies and EU averages are not considered official until published in the Doing Business 2021 report.
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FIGURE 4.14  Dutch cities perform in the
top tier on the reliability of electricity supply

RELIABILITY OF SUPPLY AND
TRANSPARENCY OF TARIFFS INDEX
(0-8)

15 other EU economies 8 — All 10 Dutch cities

(EU best)*
EU average

Denmark 7 —

Malta 5 —

0 -

Source: Subnational Doing Business and Doing Business
databases.

Note: EU average uses economy-level data for the 27
member states of the European Union. Data for individual
economies are for their capital city as measured by Doing
Business. Data for Amsterdam, EU averages, and EU
comparators countries are not considered official until
published in the Doing Business 2021 report.

* Belgium, Cyprus, Czech Republic, Estonia, Finland,
France, Germany, Ireland, Latvia, Lithuania, Poland,
Slovak Republic, Slovenia, Spain, Sweden.

FIGURE 4.15  Getting electricity takes
four steps across the Netherlands

Submit application to utility Distribution utility

and receive quote

Obtain external works from
utility’s contractor

Distribution utility

Sign contract with electricity
supplier*

Supplier

Obtain meter installation by
meter company*

Meter company

Source: Subnational Doing Business and Doing Business
databases.

* Procedure occurs simultaneously with previous one

time limits imposed by national regula-
tion for the various steps required to get
an electricity connection.®> Furthermore,
the entire process is digitalized. However,
there are local variations in the dura-
tion and cost to obtain a new electricity
connection.

Obtaining a connection requires slightly
over three months in Maastricht and
Eindhoven (97 and 98 days, respectively),
while entrepreneurs can wait for over four
months in Arnhem, Rotterdam, Utrecht,
Groningen, and Enschede. Longer wait
times are typically the result of DSOs
receiving a high number of applications and
lacking the technical staff to deal with the
connection process.® Liander and Enexis
are experiencing a heavier workload relat-
ed to their ongoing transition to renewable
energy (box 4.3).8” Furthermore, the time
to obtaina municipal permit to cross a pub-
lic road, which the utility obtains on behalf
of the client, can also vary across locations.
In all cities benchmarked except Enschede,
an excavation permit is required. The legal
time limit to issue a permit is set nationally
at eight weeks, but municipalities can set
shorter limits.®® In practice, obtaining the
permit takes from three days in Utrecht
to 14 days in Maastricht and Arnhem

and one month on average in the rest of
the benchmarked cities. In Groningen,
the time for the municipality to issue a
permit is closer to the maximum term of
eight weeks due to the presence of ancient
burial grounds in the area, which require
thorough archeological assessments. In
Enschede, a permit is only required when
public domain excavation works exceed 25
meters.®

New connection application processing
times also cause subnational variations
in the time to get electricity. Enexis, which
operates in Maastricht and Eindhoven,
processes requests within eight days, five
days faster than utilities in the majority of
the other cities (figure 4.17). Enexis is the
only utility that allows the submission of
connection requests through its website,
resulting in faster processing. Applications
for all other utilities are submitted through
the national platform, Mijnaansluiting.”®

FIGURE 4.16  Dutch utilities benefit from a digital system to obtain maps of

underground cables
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KLIC request

Before digging, ask for the location of the cables

and pipes
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You il receive the following information

' data requested excavation location

' overview of network operators who will provide information
' mail with download link to zip file with cable and pipe information

Or view our other ordering options:

KUC request via My Land Registry

Source: Cadastre, Land Registry and Mapping Agency (https://www.kadaster.nl/zakelijk/producten/graafwerk/klic-melding).
Note: KLIC is the acronym for Kabels en Leidingen Informatie Centrum (Cables and Pipes Information Center).
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BOX 4.3 The transition to renewable energy has increased the workload for distribution utilities

When applying for an electricity connection, customers in the Netherlands indicate a date by when, ideally, the final electric-
ity connection will be made.? However, the utilities are struggling to honor this customer-oriented approach. In June 2019, the
Dutch government introduced a new climate agreement (Klimaatakkoord) containing a series of measures drawn up in consul-
tation with stakeholders across Dutch society to combat climate change. The agreement aims to generate 70% of electricity
from renewable sources by 2030 and ban fossil fuels by 2050.° Subsequently, construction of new solar fields in the north and
east regions of the country—where Liander and Enexis operate—has boomed. However, the existing electrical grids, designed
to carry significantly less electrical flow, lack the capacity to receive the electricity generated by this multitude of solar panels.
For this reason, utilities are working on expanding their grids, resulting in an increased workload.c The utilities’ annual reports
show that the grids' newly-constructed cable length in kilometers has increased in recent years.? Enexis notes that electricity
grid expansion in the next two years will have to be realized at the speed of what would typically take 30 years to accommodate
all renewable energy-related applications.®

v

This date is called the “wensmoment” (wish moment). The wish moment must be a “reasonable time period”, taking into account the legal time period
of 18 weeks.

o

. See the Dutch government's website at https://www.rijksoverheid.nl/onderwerpen/klimaatverandering/klimaatakkoord/maatregelen-klimaatakkoord-per-sector.

@™

For example, see a map of areas where Enexis has issues returning supply generated (for example, from solar panels) to the electricity grid at
https://www.enexis.nl/zakelijk/duurzaam/beperkte-capaciteit /gebieden-met-schaarste.

. Between 2016 and 2019, Enexis built 4,100 km of new cables (see 2019 Enexis Annual Report at https://www.enexisgroep.nl/media/2695/enexis
-holding-nv-jaarverslag-2019.pdf). Between 2016 and 2019, Liander built 888 km of new cables (see Liander annual reports from 2019, 2018, and 2017
at https://www.liander.nl/sites/default /files/Liander_Jaarbericht_2019.pdf; https://www.liander.nl/sites/default/files/Jaarbericht%202018.pdf;
https://www.liander.nl/sites/default/files/Liander_Jaarbericht_2017_29062018.pdf).

. See the Enexis website at https://www.enexis.nl/over-ons/wie-zijn-we/ons-werk/enexis-werkt-aan-de-toekomst-van-energie/situatieschets.

a

@

For connections exceeding 3x80 ampere,
asinthe Doing Business case study, applica-
tions received through Mijnaansluiting are
forwarded manually to the relevant utility,

causing delays in the review process.

Eindhoven & 90

FIGURE 4.17  Getting electricity takes the least time in Maastricht and the most in Enschede

The national regulator, ACM, sets the

Amsterdam |3 90 maximum electricity connection fee.

Utilities can propose tariffs to the regula-
Middelburg tor that fall below this maximum amount.

All four utilities charge a connection fee

the ague (KX comprising two components. () the
arher [ requested capacity and (1) a fee based

on how far the connection point is from

the existing grid” At EUR 8,591, geting

electricity is least expensive in Eindhoven,

uvecht [T —— Enschede, Groningen, and Maastricht—

from EUR 2,500 to EUR 3,000 lower than

croningen [ 126 the average cost in the other Dutch cities
Enschede benchmarked (figure 4.18).

0 20 40 60 80 100 120 140 160  The Netherlands has a reliable
Time (days) grid, and its robust regulatory
B Processing application and issuing quote B Excavation permit and connection works framework reflects good practices

In addition to efficiency, Doing Business
also measures the reliability of supply

Source: Subnational Doing Business and Doing Business databases. and the transparency of tariffs using an
Note: The procedures "signing the supply contract” and "obtain meter installation” are not represented in the figure as index that scores cities on a scale of O to
they are simultaneously done with the “excavation permit and connection works" procedure. For more information see . :

the data notes. Data for Amsterdam are not considered official until published in the Doing Business 2021 report. 8. All Dutch utilities score the maximum
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FIGURE 4.18
Cost (EUR)
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6,550 6,250
4,802 5,330

Liander Stedin

[ Connection fee

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report.

of 8 points. DSOs report their annual
performance on grid quality, capacity,
and safety to ACM. In addition, tariffs
and tariff changes are efficiently com-
municated to customers, and these are
available online. All 10 benchmarked cit-
ies have automated systems to monitor
power outages and restore services and
utilities. DSOs compensate customers
in the event of outages that exceed
four hours, and this must be paid out

within six months.”® Enexis—operating
in Eindhoven, Enschede, Groningen,
and Maastricht—recorded the fewest
outages in 2019, when each customer
experienced 0.15 service interruptions
lasting a total of 12 minutes on aver-
age. In contrast, Liander's customers in
Amsterdam and Arnhem experienced
0.32 service interruptions, lasting three
times longer (nearly 35 minutes) on aver-
age (figure 4.19).

FIGURE 4.19  Amsterdam and Arnhem experienced the most frequent and longest

outages in 2019
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Enduris Enexis
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W SAIFI (average number of service interruptions experienced by a customer in 2019)
SAIDI (average total duration of outages in 2019 for each customer served - in hours)

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report.

WHAT CAN BE IMPROVED?

Streamline the process for obtaining
external connection works and
excavation permits

The Netherlands' distribution utilities are
facing a series of new challenges simul-
taneously: accommodating an increasing
volume of connection requests, dealing
with a shortage of technical staff, and
meeting new demands for renewable
energy sources. With an increased
demand of new connection requests,
Dutch municipalities are also affected.
Consequently, businesses must wait
longer to obtain electricity connections.

Dutch authorities and utilities could take
inspiration from the United Kingdom to
reduce new connection wait times. In
2017, the UK regulator, Ofgem, approved
the ICE initiative to encourage distribution
network operators to complete the exter-
nal connection works faster. According to
the ICE guidance, the utilities must pro-
vide data demonstrating that they have
responded to their customers on time
and according to their customer service
engagement. DSOs can be penalized if
they fail to meet these requirements.
Moreover, one DSO, UK Power Networks,
implemented a new software system,
the ICP Design Fast Track and Approved
Designer Scheme, that allows for direct
contact with subcontractors and tracks
their progress. The utility also introduced
common requirements for the design
and planning of the works and material
specifications for subcontractors to carry
out external works. As a result of these
initiatives, UK Power Networks reduced
the time to provide a new electricity
connection by one month. According to
Doing Business data, it takes 46 days to
complete the connection works in the
United Kingdom,
faster than the Dutch average.

nearly 2.5 months

Regarding reducing excavation permit
wait times, Dutch cities could learn from
one another and elevate the local good
practices identified in this study to the
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national level. Local laws on underground
infrastructure in Amsterdam, Enschede,
and Utrecht establish good practices by
setting different time limits for crossing
a public domain, depending on whether
the excavation works are under or over 25
meters in length. If the total length is less
than 25 meters in length, the works are
considered noninvasive, and the project is
deemed eligible for a “small works permit”.
Issuance of this type of permit is faster
than for a project with a length over 25
meters. In Utrecht, the municipality must
issue a permit decision within three busi-
ness days of receiving a permit request for
noninvasive works.** The municipality in
Enschede went a step further, eliminat-
ing the need for an excavation permit for
public road crossings under 25 meters in
length altogether. Although in Arnhem the
municipality does not make a distinction
based on the length of the crossing, it does
provide a local good practice in terms of
lowering the legal time limit.>

Increase transparency by making
data on legal time compliance
publicly available

Beyond monitoring legal compliance, it is
also critical that municipalities, distribu-
tion utilities, and electricity suppliers
make data on proceeding times publicly
available. Doing so would help entrepre-
neurs to accurately estimate waiting
times. In Austria, the regulator publishes
a standardized electricity quality report,
the Kommerzielle Qualitat Storm, which
includes cross-cutting data on the
various steps of the electricity connec-
tion process.’® The report includes data
on application processing times and the
time to complete a connection at differ-
ent voltage levels, making the data easily
comparable across cities and utilities.”
Data are collected annually from utilities
through a questionnaire. A similar data-
driven report could help streamline
the electricity sector—and help Dutch
entrepreneurs and utilities set clear
and realistic expectations. Such data
reporting could also serve as an indirect
accountability measure to incentivize
utilities and boost their performance.

Allow entrepreneurs to request a
new connection, supply contract,
and meter installation via a single
window

Economies can reduce the number of
procedures required to obtain an electric-
ity connection by allowing customers
to apply for the electricity connection,
supply contract, and meter installation
through the same electronic platform
(instead of through three separate appli-
cations). The Dutch utilities have already
come together to cooperatively introduce
a national platform under the Mijn
Aansluiting, or “my connection”, initia-
tive, which allows customers to apply
for all utility-related connections in one
place.”® The single electronic interface
is designed to optimize the application
process for anything related to electric-
ity, gas, water, sewer, media, and com-
munications (television, internet, and
telephone). The platform could integrate
additional utilities, suppliers, and meter
companies. In Italy, customers have the
option to apply for a new electricity con-
nection in a single application through a
chosen supplier. Thanks to economies of
scale, it is easier and faster for a supplier
to go through the process of obtaining a
connection in a single application than it
is for a first-time applicant.

Allow the option to pay connection
fees in installments and assess the
possibility of lowering the cost of
getting an electricity connection

In the Dutch cities where Stedin operates,
the connection works do not commence
until the client has paid the connection
fees in full. Electrical connections could
be expedited by allowing customers to
pay the connection fees after the con-
nection is completed or in installments
instead of requiring the full payment
upfront. Liander, Enduris, and Enexis
already use such a system, providing
a good example for the Dutch cities.
Enexis allows entrepreneurs to pay the
total connection fee after the external
connection works are completed. Liander
requires entrepreneurs to pay 20% of
the total connection fee upon quote

DOING BUSINESS IN THE NETHERLANDS

acceptance, 70% before the external
connection works commence, and the
remaining 10% upon completion. Enduris
requires 60% of the total fee to be paid
upfront and the remaining 40% once
the external connection works are com-
pleted. A payment arrangement whereby
the customer pays after the connection is
completed or a share of the bill upfront
and the balance at a later stage is consid-
ered a good practice.

Getting an electricity connection in the
Netherlands is inexpensive compared
to other EU member states. Still, the
Netherlands
further. In France, the connection to elec-

could reduce the cost
tricity costs 5.8% of income per capita,
one-third as much as in the Netherlands.
The cost is significantly lower because the
federal government subsidizes the cost
by requiring that municipalities finance a
portion of the connection costs.*®
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Registering Property

The Netherlands' Cadastre, Land Registry,
and Mapping Agency—known locally as
Kadaster—maintains the public registers
of land rights and mapping nationwide.
Kadaster is an independent public body
that operates under the auspices of
the Ministry of Interior and Kingdom
Relations. Established in the early nine-
teenth century by Napoleon, the institu-
tion's structure, functioning, and funding
were transformed by the 1994 Cadastre
Organization Act. Kadaster registers
rights and interests affecting any real
estate, keeps the registers updated with
information on rights and rightsholders,
and maintains administrative and geo-
graphical records and geospatial data.'®®

The Dutch land registry is a
centralized, deed-based system
in which notaries and registrars
play a key role

The process to register a property is uni-
form throughout the Netherlands, with
the same five procedures taking three
days in all benchmarked cities (table
4.8). The cost to register property varies

slightly, even though public fees and tax-
es are fixed nationwide at EUR 114,147.
This amount comprises transfer taxes of
6% of the property value (EUR 141,031)
and other fees for cadastral and map
searches, and fees for digital registration
with Kadaster'®? (totaling EUR 116).

Variations in cost stem primarily from dif-
ferences in notary fees. Notary rates, which
were deregulated in 1999, can be billed at an
hourly rate or fixed fee. As such, notary fees
can vary within the same city. Among the
variables that determine the price of notar-
ial services are the size of the notary office,
the seniority of the notary, and their client
composition (large companies, small busi-
nesses, or private individuals). Although
the city of operation does not appear to be
a primary driver of cost variation, entrepre-
neurs in the Randstad cities of Amsterdam,
The Hague, Rotterdam, and Utrecht are
likely to pay higher fees (EUR 2,250) than
elsewhere in the Netherlands. In Arnhem
and Enschede, notary fees tend to be lower
(EUR 1,500) than in the Randstad cities
but higher than in Eindhoven, Groningen,

TABLE 4.8 Registering property is uniform across Dutch cities, with slight cost variations

Cost Quality of land
Score Procedures Time (% of property | administration index
City Rank (0-100) | (number) (day) value) (0-30)
Eindhoven 1 80.10 5 3 6.05 28.5
Groningen 1 80.10 5 3 6.05 28.5
Maastricht 1 80.10 5 3 6.05 28.5
Middelburg 1 80.10 5 3 6.05 28.5
Arnhem 5 80.06 5 3 6.07 28.5
Enschede 5 80.06 5 3 6.07 28.5
Amsterdam 7 80.01 5 3 6.10 28.5
The Hague 7 80.01 5 3 6.10 28.5
Rotterdam 7 80.01 5 3 6.10 28.5
Utrecht 7 80.01 5 3 6.10 28.5

Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. Rankings are
based on the average score for the procedures, time, and cost associated with registering property, as well as for the
quality of land administration index. The score is normalized to range from 0 to 100 (the higher the score, the better).
For more details, see the chapter “About Doing Business and Doing Business in the European Union 2021: Austria,

Belgium and the Netherlands."

Maastricht, and Middelburg (EUR 1,000).
Notaries charging at the lower end of the
range can be found in all Dutch cities, but
larger notary offices working with multina-
tional enterprises are more present in the
cities of the Randstad.

The Netherlands' land management sys-
tem is uniform nationwide, with a public,
central-level database storing geospatial
and land rights data. Property rights trans-
fers are completed through the authenti-
cation of a deed of sale by a notary. The
notary also verifies the parties’ identities
and rights, intermediates the payments,
and submits the deed together with a
request for registration to the Kadaster.
The Registrar receives the application
form, checks the documentation, and
updates the database to reflect the trans-
fer. The new rights are constituted retro-
actively to the day of deed authentication.

Registering property in the
Netherlands is fast but relatively
expensive

Property registration in the Netherlands
is efficient. A property transfer between
domestic private companies requires five
procedures, on par with the EU average
(figure 4.20). At just three days, it takes
significantly less time for an entrepreneur
in the Netherlands to complete these
procedures than the EU average of 28
days. However, the cost to register a
property is the equivalent of 6.1% of the
property value, higher than the EU aver-
age of 4.8%. The Netherlands scores
among the top five economies globally on
the quality of land administration index
(28.5 out of 30 points)—one of only two
EU member states.'®

Four of the five steps to transfer
property are conducted online
perform  the  procedures
required to transfer property in the

Notaries
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FIGURE 4.20 Property registration is efficient but costly in the Netherlands
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** Belarus, Georgia, Kazakhstan, Kiribati, and Saudi Arabia also have a cost of 0.0% of the property value.

*** Rwanda and Taiwan, China also score 28.5 points.

Netherlands. First, they verify the par-
ties' identities and their rights to the
property by consulting Kadaster and
Trade Register'® databases (figure 4.21).
Unlike in other deed systems, the notary
only needs to check the previous deed
of sale. Notaries can sign up to get free
access to Kadaster's systems. However,

FIGURE 4.21 It takes five steps to
transfer property in the Netherlands

Preregistration Agency

Title search Land Registry

Parties’ search Trade Registry

Sign and notarize the deed Notary

Registration Agency
Register title transfer at
Revenue Agency

Tax registration

Land Registry

Tax Authority

Source: Subnational Doing Business and Doing Business
databases.

most notaries conduct these searches
using licensed software provided by pri-
vate companies that develop integrated
products using the open-source codes
made available by Kadaster and other
public institutions. These applications
pull data from public databases, including
those at Kadaster and the Trade Register.
The notary obtains the registered title,
cadastral map, and one cadastral extract
regarding the ownership and another
cadastral extract regarding mortgages
and encumbrances.'® The notary obtains
basic information from the Trade Register
search, including the two parties’ names,
addresses, and legal representatives.
Next, the notary drafts the deed for the
parties to sign in person. Once signed,
the notary authenticates the deed and
signs a true copy, which is submitted
online to Kadaster. Upon submission,
the notary receives a receipt, checks the
Kadaster online to ensure no change in
rights has occurred in the meanwhile and

pays the purchase price to the seller and
the due taxes to the Tax Authority.

Notaries have a maximum of 10 calendar
days after the day on which the deed is
drawn up and signed to present the deed
to the tax authority. The transfer tax must
be paid within one month from the regis-
tration, but in practice, notaries pay the
transfer tax immediately. Kadaster then
reviews the documentation received,
a mostly automated process, and the
Registrar updates Kadaster's databases
to reflect the transfer. The rights of the
buyer are constituted retroactively from
the date of the deed's execution.

The Netherlands' streamlined
and fast process to register
property is the result of a series
of reforms

Various factors explain why the Dutch
land administration system is so efficient
and uniform. These include the early
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development of a single database for the
land registry and cadaster, the country’s
constant orientation toward simplifying
processes by using the latest technology,
and a whole-of-government approach to
developing an integrated IT architecture
for delivering public services built around
key public registries.°® The authorities
have also followed a reform approach
integrating continuous consultation with
key stakeholders such as the Civil-Law
Notaries Association to define the most
efficient and effective procedures and
technologies.

As a result of reform efforts dating to
the 1980s, today, the notary's interac-
tion with Kadaster is entirely electronic,
and the processing of most requests
is fully automated (figure 4.22). In
1990, Kadaster introduced an interface,
Automatische Kadastrale Registratie,
that allowed notaries to submit registra-
tion forms electronically for the first time.
However, paper-based signed deeds were
still required to accompany the applica-
tion. In 1999, the authorities completed
scanning historical deeds and began
scanning new deeds upon their receipt,
enabling faster document processing
by registrars. In 2005, the Netherlands
began using electronically signed deeds
exclusively, abolishing paper docu-
ments. Kadaster unveiled the WebELAN
application for notaries, enabling them to
submit electronically signed documents.
The notaries could opt to use either
Kadaster's free electronic signature
application or another provider's applica-
tion (to accommodate those notaries
that had purchased electronic signature

applications). To this end, compatibility
protocols between Kadaster's application
and other electronic signature providers
were developed.

In 2008, Kadaster introduced the KIK
system  (Ketenintegratie  Inschrijving
Kadaster, the chain integration inscrip-
tion cadaster), which enabled the partial
digital processing of deeds submitted by
notaries.”” The KIK system splits deeds
into two sections: a standard section (a
"stylesheet”, already reviewed by the
Registrar) containing key information to
register any transfer or mortgage and a
section where notaries and other par-
ties can customize terms specific to the
transaction. To accelerate the process,
data related to the standard section of the
deed are extracted automatically from the
Basic Land Register (BRK, Basisregistratie
Kadaster). When submitting the deed,
the notary also sends a duplicate XML
version of the deed's standard section.'®®
If the deed is presented electronically for
registration by the notary in accordance
with the model, the cadastral registration
is adjusted without further human inter-
vention. Kadaster reviews the stylesheet

automatically.'®

The latest major technical advance was
the 2018 migration to KOERS (Kadastrale
Objecten  Rechtenregistratie ~ Systeem,
the cadastral objects and rights system).
KOERS introduced the full automation of
standard deed processing and software
checks of more information included in
the deed, such as size and boundaries,
rights and rightsholders against the data-
base."® Only notaries can use the KOERS

automatic system, but its use is not man-
datory. Notaries can opt for the previous
semi-automatic registration or even submit
the paper deed by postal mail. To encour-
age the adoption of the new technology,
however, Kadaster charges more for paper
registration (EUR 172) than for semi-
automatic registration (EUR 144.5) or fully
digital registration (EUR 82.5)." The vast
majority of notaries now use the automatic
or semi-automatic options.

Consistent, nationwide efficiency stan-
dards are the result of a country-wide
team of registrars and a unified cadastral
system. Following a 2006 reform, all
regional property-related databases and
registrar teams were merged into one, and
the practice of assigning each region to
one team of registrars was discontinued.”?
Currently, the Netherlands has a national
team of registrars that update the registry
with transfers anywhere in the country.™

Investments in digital
infrastructure has paid off,
especially in times of crisis

The Dutch property registration system's
reliance on digital infrastructure made it
resilient to the unprecedented challenges
created by the COVID-19 pandemic.
Kadaster recorded no serious disruptions
to service delivery in 2020. In addition,
Kadaster staff were able to complete
their tasks remotely. Four out of the five
procedures to transfer property are con-
ducted entirely online in the Netherlands.
The execution of the deed by the notary
is the only procedure requiring physical
interaction. Additional remote services
were enabled during the pandemic, but

FIGURE 4.22  The Dutch Kadaster's Key Steps in Going Digital

First electronic
registration forms
were enabled

Scanning of historical
deeds completed
and new ones were
scanned upon receipt

The requirement of
submitting paper
deeds was abolished
(WebELAN)

KIK system enabling
partial digital
processing of deeds
was introduced

KOERS System
further digitalized
and enabled future
upgradings

Source: Subnational Doing Business and Doing Business databases.
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the temporary provisions do not apply to
the execution of transfer deeds."

All cities in the Netherlands rank at the
top of the quality of land administration
index, a measure of the quality of land
administration institutions across five
areas: reliability of infrastructure, transpar-
ency of information, geographic coverage,
and land dispute resolution.™ The reliabil-
ity of infrastructure component measures
whether the land registry and mapping
system (cadaster) have adequate infra-
structure to guarantee high standards and
reduce errors. All cities in the Netherlands
score 7 out of 8 points for the reliability
of infrastructure on account of the coun-
try's advanced electronic infrastructure.
Kadaster maintains a single electronic
database for encumbrances and maps and
has fully digitized its maps and scanned
the majority of deeds. Keeping the major-
ity of deeds in a fully digital format would
raise the score to the maximum.

The 10 benchmarked cities obtain the
maximum score of 6 points on the
transparency of information component,
which measures whether and how
the land administration system makes
land-related information available to the
public. Kadaster publishes fee schedules,
lists of required documents needed to
register a property, and statistics on
property transfers. Furthermore, one can
find Kadaster's commitments to service
standards (deadlines for various proce-
dures) on the institution's website and
a form to submit complaints, which are
handled independently.

The geographic coverage component
measures the extent to which the land
registry and mapping system provide
complete geographic coverage of pri-
vately held land parcels. Because all prop-
erties in the Netherlands are mapped
and registered, all cities score 8 out of 8
points for geographical coverage.

The land dispute resolution index
measures the accessibility of conflict
resolution mechanisms and the extent

of liability for entities or agents recording
land transactions. The index also looks
at how efficiently the courts, as a last
resort, handle disputes. All Dutch cities
score 7.5 out of 8 points on this index.
The Netherlands is one of only five EU
countries"® where a first instance court
decision in a standard property dispute
can be obtained in less than a year. If the
Dutch courts were to publish statistics
on the number of property-related legal
disputes, the benchmarked cities would
obtain the maximum score on the land
dispute resolution index.

WHAT CAN BE IMPROVED?

Assess the possibility of reducing
the cost of transferring property in
the Netherlands

At 6.1% of the property value, the cost
to transfer property is higher in the
Netherlands than the EU average (4.8%)
and the OECD high-income economy
average (4.2%). As noted above, the
main component of the cost is the 6%
transfer tax. Because an expensive prop-
erty registration process can represent a
burden for the private sector, the authori-
ties could consider reducing the transfer
tax. Several EU member states, including
Denmark, Estonia, Lithuania, Poland, and
the Slovak Republic, have either very low
property transfer taxes (less than 1%) or
have abolished them altogether. Of the
European Union's 27 member states, 19
have a lower cost to register property
than the Netherlands. Globally, register-
ing a property transfer is less costly than
the Netherlands in 125 of the 190 econo-
mies measured by Doing Business.

Explore the possibility of gradually
reducing the role of notaries in
property transfers or make their use

optional
All property transactions in the
Netherlands require that a notary

authenticate the deed of sale between
the two parties, adding time and cost to
the process. In many countries, including
EU member states Denmark, Sweden,

DOING BUSINESS IN THE NETHERLANDS

and Portugal, the use of legal profession-
als to transfer property is not required
by law. Companies can choose whether
and when to seek legal assistance. One
way to make such a reform successful is
for Kadaster to introduce a standardized
contract for property transactions; this
typically reduces the risk of mistakes or
omissions. Offering such contracts would
also reduce both the time and cost to
register property. Companies could still
consult legal professionals and draw up
tailor-made contracts, especially for more
complex transactions, but it would not be
required. In Denmark, all requirements to
draft and submit the deed are clearly out-
lined and explained in the Land Register
Act and subsequent regulations, making
it easy for parties to do it themselves.
Moreover, Denmark abolished a previous
requirement to have the deed signed by
two witnesses following the introduc-
tion of the electronic signature. Portugal
successfully made notary involvement
optional for companies wishing to trans-
fer property. The parties must only sign
the agreement in person at the registry.
As a result, registering property in the
Portuguese cities of Faro, Funchal, and
Ponta Delgada takes just one procedure
and one day. The registry provides the
parties to the transaction with standard
official templates to sign.

Increase the transparency of the
land administration system by
collecting and compiling statistics
on land disputes

When land disputes occur, ensuring
that they clear the courts quickly is
important—citizens' should
not be unnecessarily tied up in the legal
system. However, the Netherlands does
not make information on land disputes
in the courts at the national level publicly
available. Such statistics inform citizens
about the court’s true performance. They
also provide the court with information
on current bottlenecks and challenges
that can inform future reform initiatives.

resources

Court statistics should be published
continuously and updated regularly. Six
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EU countries publish land dispute statis-
tics: Croatia, Estonia, Ireland, Lithuania,
Slovenia, and Sweden (map 4.2). Dutch
authorities should consider making such
data publicly available in a user-friendly
format, updated regularly or in real-time.

MAP 4.2 Six EU member states make statistics on land disputes publicly available

Publish land dispute statistics

Source: Doing Business database.
Note: The data for EU member states are not considered official until published in the Doing Business 2021 report.
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Enforcing Contracts

The Dutch judiciary is one of the most
reliable and transparent in the world."”
However, many court processes in the
Netherlands lack the automation and dig-
italization found in other advanced judi-
ciaries." Investment in the court system
has focused on making litigation easier,
faster, and more automated to improve
work quality and case flow.™ In 2019,
the Netherlands adopted a technology-
focused plan targeting “timely justice”
(Tijdige Rechtspraak)—to cut disposition
times, in particular—by 2023.1%°

Temporary changes to court rules adopt-
ed during the COVID-19 pandemic accel-
erated the Netherlands' move toward
court modernization.” For the first time,
judges held virtual hearings and accepted
judicial files electronically,
court automation and

improving
efficiency.'”?
Before the public lockdown beginning on
March 17, 2020—shuttering the Dutch
courts—these practices were uncom-
mon.'?* Even if temporary, these changes
could reshape the way courts across the
Netherlands deal with litigation.

Court efficiency varies across the
country, but all courts lag on the
quality of judicial processes
Resolving the Doing Business case study’s
standardized commercial dispute s
fastest in Eindhoven (471 days), 42 days
faster than the average across the 10
Dutch cities benchmarked (513 days)
(table 4.9).%* The Dutch courts resolve
commercial disputes more than four
months faster than the EU average (653
days) (figure 4.23).'% The fastest Dutch
courts, Eindhoven and Rotterdam (471
days and 485 days, respectively), are
slightly slower than France (447 days)
but faster than Germany (499 days).

Despite its relatively fast process for con-
tract enforcement, the Netherlands lags
the EU average for cost efficiency. At 21.6%
of the claim value, enforcing contracts is
more expensive in the benchmarked cities
than in 16 other EU member states, most
notably France (17.4%), Belgium (16.4%),
and Germany (14.4%). However, the
process is less costly than in Denmark
(23.3%) and significantly cheaper than in

TABLE 4.9 Enforcing contracts in the Netherlands: where is it easiest?

Score Time Cost Quality of judicial
City Rank (0-100) (day) (% of claim) processes index (0-18)
Eindhoven 1 62.24 47 20.9 7
Middelburg 2 61.87 512 18.9 7
Enschede 3 61.62 510 19.7 7
Rotterdam 4 61.61 485 21.6 7
Groningen 5 61.49 519 19.4 7
Arnhem 6 60.46 517 22.3 7
The Hague 7 59.99 519 23.4 7
Amsterdam 8 59.94 514 239 7
Utrecht 9 59.89 526 23.2 7
Maastricht 10 59.09 561 22.8 7

Source: Subnational Doing Business and Doing Business databases.

Note: Data for Amsterdam are not considered official until published in the Doing Business 2021 report. Rankings are
based on the average score for the time and cost associated with enforcing a contract, as well as for the quality of
judicial processes index. The score is normalized to range from 0 to 100 (the higher the score, the better). For more
details, see the chapter "About Doing Business and Doing Business in the European Union 2021: Austria, Belgium and

the Netherlands."
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selected common law countries such as
the United Kingdom (45.7%).

On the Doing Business quality of judicial
processes index, all Dutch cities bench-
marked score 7 of 18 possible points—
the lowest in the European Union and
below the global average of 8.8 points.
The Dutch courts’ performance for case
management and automation
systems (2.5 out of 10 points on both
components) is lower than Germany (5
points) and Denmark (8 points).

court

Commercial disputes follow a
straightforward and consistent
process across the country

The Dutch Code of Civil Procedure
(Wetboek van Burgerlijke Rechtsvordering,
or Rv) governs litigation nationwide.
District courts (rechtbank) have jurisdic-
tion over the Doing Business case—a
breach of contract dispute between two
companies valued at 200% of income
per capita (EUR 94,021).%¢ The courts in
the cities of Eindhoven and Enschede are
branches of the district courts of Qost-
Brabant and Overijssel, respectively. In
principle, these branches hear cantonal
cases (kantonzaken) with a claim value of
up to EUR 25,000. However, an exception
in the 2013 reorganization of legal districts
(arrondissementen) allowed Eindhoven's
district court branch to hear commercial
cases over EUR 25,000.

The plaintiff initiates the litigation pro-
cess by serving the defendant with the
lawsuit, usually in person via a bailiff.
During the pandemic, temporary legisla-
tion allowed bailiffs to serve documents
by postal mail.”” The parties must
respect a one-week summons term
(dagvaardingstermijn) between the ser-
vice of the summons and the beginning
of the process; the summons is registered
with the court during this period.'?®
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FIGURE 4.23  Dutch courts have room to improve across all indicators, especially on the quality of judicial processes
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The defendant has six weeks to respond
to the claim.” To simplify the court
hearing, the judge can order the parties
to provide preparatory briefs clarifying
factual or disputed points. Briefs should
reach the court a minimum of 10 days
before the hearing.*® Complementary
evidence is gathered at this stage, and,
when appropriate, the parties submit
additional written arguments.

The main purpose of the first hearing is to
gather information on the case and orga-
nize the litigation process. The parties,
who appear with their attorney in court,
play an important role in the procedure.”
In many cases, the first hearing is an
opportunity to clarify the parties’ respec-
tive positions, eliminating the need for
additional replies or rejoinders.

The parties enjoy substantial autonomy
in trial management; they decide on
the type of evidence to present and its
order. However, if the judge deems the
evidence insufficient, a technical expert

is appointed (the judge selects the expert
only if the parties cannot agree on one). A
case like the Doing Business standardized
commercial dispute is typically decided in
one or two hearings. One adjournment is
easily granted; subsequent adjournments
are much less common as they require the
agreement of both parties. The judge only
accepts unilateral adjournment requests
for compelling reasons or force majeure
(klemmende redenen of overmacht).
Dutch courts hear a relatively low
volume of commercial cases compared
to courts in other countries.® In The
Hague, court officials credit out-of-court
settlements for their modest caseload.™
In Middelburg, lawyers explain that the
parties and the judge often use the time
between the service of the summons and
the first hearing to discuss an extrajudi-
cial resolution. Even when the parties
cannot reach a settlement, this discus-
sion reduces the number of contentious
issues, allowing a decision on most
disputes after the first hearing.**

Judges do not limit themselves to the
documentary evidence provided by the
parties and experts. Hearings can be held
onsite, allowing the judge to observe the
core of the conflict first-hand to inform
his or her judgment. In Utrecht, lawyers
report that such a practical approach has
a positive impact on the trial and judg-
ment phase, particularly in construction
cases.”®

When a second hearing is needed, which
can take up to six months to schedule in
many Dutch courts, it is typically the last.
The parties discuss the evidence, includ-
ing the expert's report, and make their
concluding arguments. After the final trial
hearing, it can take a few months for the
judge to issue a ruling.

Enforcement is a separate judicial pro-
cess. A copy of the judgment is sent to
the attorneys of both parties the day after
the ruling. The plaintiff can contact the
court bailiff (gerechtsdeurwaarder) on
the same day. The bailiff subsequently
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serves the defendant with the judgment
(vonnis betekenen). If the defendant
does not comply with the enforcement
order, the bailiff can seize the defendant's
moveable property and organize the
sale.®® Seized items are auctioned pub-
licly under the supervision of the bailiff,
either in person or online.

Enforcing contracts is fastest

in Eindhoven but cheapest in
Middelburg

Litigating a commercial contract dispute
is fastest in Eindhoven, where contract
enforcement is almost three months
shorter than in Maastricht, the city where
it takes the longest.

Court performance is remarkably uniform
across the Netherlands. However, this is
unsurprising, given the level of commu-
nication and organization within the vari-
ous branches of the Dutch judiciary. The
Council for the Judiciary holds monthly
meetings with the presidents of the
country’s 11 district courts, four appellate
courts, and the Supreme Court with the
aim of improving efficiency throughout
the country and, as a consequence, mini-
mize subnational variations.

In the five districts with the shortest
contract enforcement times, the one-
year commercial case clearance rate in
2019 was higher on average than that in
the districts where it takes the longest.”?’
The Amsterdam court has the highest
caseload and some of the most complex
cases.

To initiate litigation, a bailiff serves the
writ of summons on the defendant and
registers a copy with the court clerk. This
phase usually takes no more than 20 days
across the Netherlands. Although it is not
required by law, the plaintiff can send a
letter to the defendant before action in an
attempt to settle the dispute. In Enschede
and Middelburg, lawyers tend to allow
more time to complete pretrial steps,
increasing the duration of the dispute’s
filing and service phase to 30 days (still
shorter than the EU average of 41 days).

The main variation in time and overall
performance across Dutch courts stems
from the trial and judgment phase (figure
4.24), specifically the time between
claim registration and the first hearing.
The duration of the trial and judgment
phase ranges from 390 days in Enschede
to 475 days in Maastricht. Across the
Netherlands, the trial and judgment phase
lasts 430 days on average, a month faster
than the EU average (469 days). The trial
and judgment phase takes less than 390
days in 15 EU member states; in eight, it
takes more than 475 days.”®

Dutch courts face diverse challenges
that influence trial time, including staff-
ing gaps and the low level of court
automation. Because both parties and
their attorneys must attend the first
hearing, scheduling can be complex and
time-consuming. Litigants routinely wait
for six months—sometimes longer—for
their first hearing. In Groningen, a case
first registered in August 2020 would be
heard in February 2021 and, if the case
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is adjourned or requires a second hear-
ing, the next available date would be in
August 2021. During the pandemic, the
backlog of cases increased. To avoid the
creation of additional delays in Dutch
courts, the authorities passed a tem-
porary act (Tweede Verzamelspoedwet
COVID-19) to increase the number
of available judges by allowing retired
judges to rejoin the judiciary. In Utrecht,
the second slowest city for enforcing
contracts, two retired judges were called
back to help with the caseload.

In Eindhoven, Middelburg, and Rotterdam,
scheduling the first hearing takes less time.
In Middelburg, a court officer (instead of a
judge) assigns cases based onjudges' legal
experience and availability. This approach
streamlines the scheduling process.
Lawyers in Eindhoven note that the court’s
efficient use of the scheduling system has
helped to reduce the waiting period from
filing the summons to the first hearing to
three to six months. This system, which
consolidates the schedules of the parties

FIGURE 4.24  Differences in the trial and judgment phase drive variations in the time
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and their lawyers, allows administrative
personnel to optimize judges’ schedules,
maximizing efficiency in scheduling the
first hearing. Scheduling the hearing date
in Rotterdam is also easier following a
recent increase in judges, a new com-
puterized case assignment system, and
the expanded use of virtual hearings.”®
These measures help judges to manage
their schedules and administrative staff to
ensure courtroom availability. Judges also
receive valuable daily support from staff,
many of them local university students.

Trial hearings are used to discuss evi-
dence, including from expert witnesses.
If the legal and factual aspects of the
dispute are clear, no adjournment or
additional hearing is needed. Delivery of
an expert opinion rarely takes more than
three months.

After evidence is collected and argu-
ments are debated, the judge issues a
decision. Judges usually aim to draft their
judgment in six weeks, but it can take sig-
nificantly longer in practice. In most cities
a decision can take three to six months,
depending on the workload of the judge
and the complexity of the case. As part
of the judiciary’'s 'Tijdige Rechtspraak’
(timely justice) program, the courts
jointly set up an inloopkamer (literally,
a "“catch-up chamber”), which became
operational in March 2021, to address
these delays, reduce existing backlogs,
and assist judges in finalizing their judg-
ments.”*® This chamber provides extra
capacity where the need is greatest
across the entire judiciary. Judges and
lawyers from the inloopteams focus on
specific case flows to address the backlog
efficiently. Most of the courts covered in
the study (Gelderland, Limburg, Central
Netherlands, East Brabant, Rotterdam,
and The Hague) have already requested
that the National Council of the Judiciary
include them in the project.

Enforcement procedures are uniform
across the Netherlands. Enforcement
takes 65 days on average across the
courts and cities report a variation of no

more than 10 days (except for Enschede,
where the plaintiff typically gives the
defendant more time to comply). Among
EU member states, only Luxembourg (60
days) enforces the judgment faster than
the Netherlands. At 90 days, Enschede
lags the other Dutch cities; even so, in the
European Union only Luxembourg and
Estonia (75 days) have faster enforce-
ment times than Enschede. The sale of
the debtor's seized assets is not allowed
until four weeks after the judgment; bai-
liffs use this waiting period to prepare the
auction (which can take place soon after
the four-week period). Occasionally the
process can take several days longer—for
example, the attachment of movable
assets might take place with a police
officer, which requires coordination of the
officer's and the bailiff's schedules.

The cost of litigation varies from 18.9% of
the claim value in Middelburg to 23.9% in
Amsterdam. Attorney fees, which make up
the bulk of the cost, are typically charged
at an hourly rate (figure 4.25). Because the
attorney fee structure is not standardized
in the Netherlands, critics argue that legal
fees lack transparency.™! Attorneys explain
that rates vary depending on the demand
for judicial services and time to resolve the
case. In their assessment, the hourly rate
is generally higher in Amsterdam and The
Hague, given higher demand for judicial
services. Costs are also relatively high in
Maastricht and Utrecht, where judicial

procedures are on the longer end. Fees are
slightly lower in Enschede, Groningen, and
Middelburg, where the demand for legal
services on commercial matters is lower.

The Court Fees Law (Wet griffierechten
burgerlijke zaken)'? sets court fees
nationwide, including the fees to register
the claim and for the issuance of the judg-
ment (EUR 2,042). However, the fees of
expert witnesses are unregulated, result-
ing in variations across the benchmarked
cities in court fees. Expert witness fees
are highest in Enschede, Maastricht,
and Middelburg—among the smaller
cities benchmarked—and Rotterdam.
Practitioners report that there are fewer
local experts in smaller cities, reducing
competition and raising prices. In addi-
tion, experts who charge the same rate
for services nationwide tend to be based
in larger cities; they charge transportation
expenses when they travel to locations
outside of their hub.

The Bailiffs' Fee Decree (Besluit tarieven
ambtshandelingen gerechtsdeurwaard-
ers) regulates enforcement costs in the
Netherlands.* The cost to store the
seized goods and organize the public
sale varies across the benchmarked cit-
ies. Auctions occur either onsite (if the
attached goods are on the defendant's
premises), in a rented hotel conference
room, or at an auction house. There is no
cost for an onsite auction. For auctions

FIGURE 4.25 Court costs in the Netherlands are higher than the EU average

Netherlands (average)
Total cost: 21.6% of claim value

H Attorney Court

EU (average)
Total cost: 20.4% of claim value

M Enforcement

Source: Subnational Doing Business and Doing Business databases.

Note: The average for the European Union is based on economy-level data for 27 EU member states. Data for
Amsterdam and for EU average are not considered official until published in the Doing Business 2021 report.
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held at a hotel conference room, the
cost is lowest in Enschede, Groningen,
and Middelburg. Costs associated with
an auction held at an auction house are
included in the auction price and charged
directly to the purchaser of the goods.

The Dutch judicial system ranks among
the top civil justice systems globally,'**
and international parties are increasingly
choosing the Dutch courts—specifically
the Netherlands Commercial Court—to
resolve their cross-border disputes (box
4.4). However, the Netherlands scores
only 7 of 18 possible points on the Doing
Business quality of judicial processes
index. This index measures whether an
economy has adopted a series of good
practices in its court system in four
areas (court structure and proceedings,
case management, court automation,
and alternative dispute resolution). The
lack of automatic case assignment tools
and the absence of innovative platforms

to manage case documents are two of
the Dutch judicial system’s most urgent
weaknesses.

With the legal framework applied consis-
tently nationwide, all Dutch courts follow
the same judicial processes as measured
by Doing Business'> (figure 4.26).
However, the failure of recent digitaliza-
tion projects (see box 4.5) has prevented
the Dutch courts from reaching a level of
court automation and case management
system comparable to that of their peers.

The Dutch courts are only partially
automated. As in Belgium, the availability
of electronic means to manage a case
is among the lowest in the European
Union."® Some automated features are
available to litigants (for example, they
can pay court fees electronically), and
the court publishes commercial judg-
ments at all levels, allowing litigants
to assess their rights and lawyers to

DOING BUSINESS IN THE NETHERLANDS

apply the law consistently. However,
some widely available features in other
advanced economies are not available in
the Netherlands. For example, unlike in
42 other economies measured by Doing
Business, the initial complaint cannot be
filed electronically in the Netherlands.
Also, a bailiff must carry out the service
of process in person (the Supreme Court
temporarily allowed bailiffs to serve
documents by postal mail during the
pandemic).

The Dutch courts also have a mixed
performance on the court structure and
proceedings component. Small claims
courts (kantonrechter) are available, and
self-representation is permitted, prevent-
ing small-figure disputes from burdening
the district courts. The law also provides
for pretrial attachment of the defendant’s
movable property to prevent the debtor
from disposing of assets before trial.
Like in 163 other economies worldwide,

BOX 4.4 The Netherlands Commercial Court: a European judicial destination for international commercial disputes

145

The Netherlands Commercial Court (NCC) was established on January 1, 2019, as a specialized division within the Amsterdam
District Court and the Amsterdam Court of Appeal that offers high-level international dispute settlement by hearing complex
cross-border commercial cases.? NCC proceedings are conducted in English, and all cases are heard and disposed of by a three-
judge panel with specific knowledge in the field of international commercial litigation. The NCC is one of the world's first civil
law-based international commercial courts.

The NCC's jurisdiction is based on consent. If the dispute does not fall under the Amsterdam District Court’s jurisdiction, the
parties must designate the NCC as the competent court (typically in the forum selection clause of their agreement). There
must be an international aspect to the dispute, and the parties must have expressly agreed that the proceedings will be held in
English.c

The idea to create the NCC came from the national Council for the Judiciary, which, in 2015, noted that a considerable number of
complex cross-border disputes were settled outside of the Netherlands by foreign courts or through (international) arbitration.
The Council expressed concern that the Netherlands could forego knowledge on the settlement of international commercial
disputes within the existing Dutch legal framework. The NCC was subsequently created as a landmark forum for EU companies,
with the ambition to offer first-class international legal services and establish a knowledge hub in the Netherlands.

The NCC can hear contractual disputes, precontractual issues, tort claims, personal property disputes, and corporate law mat-
ters. Unlike other Dutch courts, the NCC establishes an informal, pretrial case management conference which gives parties a say
on how proceedings will be conducted. A web portal, eNCC, facilitates communication and document exchange.

The NCC rendered its first final judgment on the merits in March 2020. With state-of-the-art facilities, highly qualified judges,
and proceedings conducted in English, the NCC is expected to become a benchmark venue for EU companies.

a. As such, the NCC would not be competent to hear the Doing Business case study which focuses on domestic litigation.

b. Van der Weide, J. A. 2020. “The Netherlands Commercial Court (NCC): Its Challenges and Perspectives.” In Chen, L., and A. Janssen (eds.) Dispute
Resolution in China, Europe and World. lus Gentium: Comparative Perspectives on Law and Justice, vol 79. Springer, Cham.

c. See the NCC rules, available at https://www.rechtspraak.nl/English/NCC/Pages/rules.aspx.
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FIGURE 4.26  The level of case management and court automation is low in the Dutch the Dutch courts randomly assign cases

courts to judges. However, this process is not
Court structure and proceedings (-1-5) fully automated. Also, except for the

6 NCC—which focuses on international

5 cases—the Netherlands has no dedicated

4 specialized commercial court or division

within the district courts.

With just 0.5 out of 6 possible points, the
Netherlands also lags in case manage-
ment techniques for judges, lawyers,
and parties to a dispute. The pretrial
conference is not an established good
practice in Dutch courts, although some
judges make use of the first hearing of a
trial to streamline the dispute. Paper files
are still widely used in the Dutch courts,
and the introduction of an integrated
electronic case management system has
generally failed. The lack of digitaliza-
tion has reduced the availability of court
reports and statistics. Procedural law sets
time standards for some court events,

Alternative dispute

resolution (0-3) Case management (0-6)

Court automation (0-4)

Dutch average ~—— EU average EU best

Source: Subnational Doing Business and Doing Business databases.

Note: The average for the European Union is based on economy-level data for 27 EU member states. Data for EU
averages are not considered official until published in the Doing Business 2021 report. Among EU member states,
Croatia, Poland, and Romania have the highest score on the court structure and proceedings index. Latvia has the
highest score on the case management index. Estonia, Lithuania, and the Slovak Republic have the highest score on the
court automation index. Germany, Hungary, ltaly, Lithuania, Latvia, Poland, Romania, and Spain have the highest score
on the alternative dispute resolution index.

BOX 4.5 A quality and innovation initiative that fell short of digitalizing Dutch
courts

As part of its push to modernize and digitalize the Dutch justice system, in 2014
the Ministry of Justice and Security and the Council for the Judiciary jointly set up
an ambitious initiative to introduce digital litigation and simplify civil procedure
law. The program, Kwaliteit En Innovatie (quality and innovation, known by its
acronym KEI), was piloted at the Midden-Nederland (Utrecht) and Gelderland
(Arnhem) district courts.

From January 1, 2018, to October 19, 2019, attorneys litigating commercial cases
before the two district courts were required to do so digitally in proceedings on
the merits, including electronic service of process and digital communication be-
tween the court and lawyers. Despite a high level of enthusiasm for a compre-
hensive digital system, ultimately, the KEI program was unsuccessful. Lawyers
and judges explain that the system was too ambitious and unable to process the
volume of information received. One respondent confessed to taking leave as a
result of the frustration caused by a constantly crashing computer. The KEI led to
underperformance, user frustration, and even episodes of complete shutdown.

Despite the KEI's failure, efforts to modernize the judiciary were not in vain. Some
KEI procedural changes were kept after the pilot ended. Immediately after end-
ing the KEI program, the judiciary launched new attempts to digitalize the legal
system through the gradual implementation of Digital Access (Digitale Toegang)
and Digital Work File (Digitaal Werkdossier). These initiatives will be piloted for
attachment requests at the Amsterdam District Court starting on June 1, 2021.
Unlike KEI, participation will be voluntary. If the pilot is successful, all 11 district
courts should be able to receive digital attachment requests by the end of 2021.
The Council for the Judiciary intends to fully digitalize the Dutch courts by the
end of 2024 (for non-professionals, paper-based litigation will remain an option).

but these are not binding in most cases.
Lastly, the Dutch Code on Civil Procedure
does not strictly regulate adjournments
(merely referring to generic compelling
reasons or force majeure clauses), which
can be a source of delay.

Although the Netherlands provides a
framework for voluntary mediation, regu-
lates commercial arbitration, and ensures
that valid arbitration clauses are enforced
in practice, no financial incentives exist to
encourage mediation or conciliation.

WHAT CAN BE IMPROVED?

Consider making measures allowing
virtual hearings permanent

During the COVID-19 pandemic, the
Dutch judiciary temporarily allowed the
use of digital features as a means of
continuing court operations.'”” Between
March 17 and April 6, 2020, only very
urgent cases (so-called “List 1" cases)
were conducted online (via Skype) or
by telephone in court. From April 7 to
May 10, urgent cases (“List 2") were
treated in the same way. In parallel, the
courts encouraged written proceedings
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for these cases. Experts participating in
this study provided contrasting feedback
on the shift to remote litigation. Many
users were generally satisfied, but oth-
ers—often  judges—highlighted  the
importance of nonverbal communica-
tion and in-presence, informal contacts,
which were absent in the virtual hearings.

Making virtual hearings an option per-
manently would provide more flexibility
in the organization of the litigation. It
would facilitate the scheduling of trial
hearings and time savings for judges,
attorneys, and litigants. Furthermore,
virtual hearings could reduce the impact
of common circumstances that currently
warrant a hearing adjournment (such as
the unavailability of a hearing room or
minor health condition of one of the par-
ties). The Netherlands could follow the
example of other economies with a legal
framework allowing litigation to occur
remotely. In Estonia, all steps in a legal
dispute can be completed remotely,
from initiating the case until the publica-
tion of the decision. During the 2020
COVID-19 lockdown period, around 61%
of hearings were held online in Estonia,
keeping the number of decided cases
steady with the previous quarter (when
there was no lockdown)."*® In Singapore,
the Chief Justice of the Supreme Court
cited time and cost efficiencies to justify
that most cases would resume but will
continue to be held virtually on a perma-
nent basis."?

Consider expanding e-features in
courts for commercial litigation and
small claims

COVID-19 has highlighted the subopti-
mal nature of courts around the world.
In many jurisdictions, the shift toward
virtual justice is gaining momentum and
improving court efficiency. However,
with a low level of court automation, the
Netherlands lags in this regard. There
have been attempts to modernize the
Dutch courts, but with some courts still
adopting older data management sys-
tems (such as MS-DQOS), there is room
for improvement.”™®

Features such as electronic filing of cases
and electronic service of process—that is,
theinitial summons canbe served by email,
fax, or text message—can streamline and
accelerate the process of commencing a
lawsuit. But court automation has broader
benefits. Electronic records tend to be
more convenient and reliable. Reducing
in-person interactions with court officials
results in better access to courts. These
features also reduce the cost to enforce
a contract—parties save on courthouse
visits, while courts save on storage costs,
archiving costs, and court officers’ costs.
The implementation of Korea's e-court
system resulted in a savings of $221 per
e-filing from a reduction in paper use,
the time spent in court, cheaper service
of process, lower transportation costs,
easier archiving of documents, and easier
payment of fees.™ Furthermore, e-filing
facilitates access to and the delivery of
justice. The best-performing economies
have several features of court automation.
Estonia, Lithuania, and the Slovak Republic
are the EU member states that obtain
the highest possible score on the Doing
Business court automation index.

Doing Business records 24 reforms intro-
ducing an e-filing system for commercial
court cases and allowing attorneys to
submit the initial complaint online. Today,
42 economies worldwide allow the
electronic filing of the initial complaint.
Similarly, 37 economies permit e-service
of process. Germany made enforcing
contracts easier by introducing e-filing
of the initial complaint and e-service
of process without the need for paper
documents.

Consider creating specialized
commercial courts or divisions
Having courts or divisions with general
commercial jurisdiction—hearing only
commercial cases—is an internationally
recognized good practice. When properly
established, such courts can improve effi-
ciency because they tend to have stream-
lined procedures and because they offer
an alternative forum for litigants that may
compete with regular courts.® Doing

DOING BUSINESS IN THE NETHERLANDS

Business data show that the 101 econo-
mies with dedicated commercial courts
resolve cases 92 days sooner on average
than those without such courts.

Given the level of business activity in
the Netherlands, a dedicated commer-
cial court would have no shortage of
cases. The establishment of the NCC
in Amsterdam is already creating a hub
of commercial litigation knowledge.
However, the NCC's focus is primarily on
international cases.

A gradual approach toward specialized
commercial jurisdictions could be an
option. In 1995, North Carolina, a U.S.
state with a population of more than 10
million, created a business court with a
statewide jurisdictional reach. Initially
staffed by one judge, the court's expan-
sion was recommended in 2004. As of
mid-2019, there were five active business
court judges sitting in four cities across
the state who hear cases originating in
North Carolina.’>
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European Commission. 2019. 2019 Small
Business Act Fact Sheet, Netherlands.
Brussels: European Commission.

World Bank. 2013. Doing Business 2014:
Understanding Regulations for Small and
Medium-Size Enterprises. Washington, DC:
World Bank Group. See also van Gelder,
Gabriél. 2012. “Finally: Dutch Flex-BV is now
in force.” DLA Piper, November 28.
https://www.dlapiper.com/en/us/insights
/publications/2012/11/finally-dutch-flexbv-is
-now-in-force/.

Data used in this report for Amsterdam and
comparator economies are not considered
official until published by the Doing Business
2021 report.

The cities were selected based on
demographic and geographical criteria. Each
city belongs to a different NUTS2 region (the
Nomenclature of Territorial Units for Statistics,
or NUTS, is a geocode standard for referencing
the subdivisions of countries for statistical
purposes developed by the European Union).
Furthermore, the selection of cities was
agreed between the World Bank project team,
the European Commission’s Directorate-
General for Regional and Urban Policy, the
Invest in Holland Network and the Ministry
of Economic Affairs. The data presented for
Amsterdam are those published by the global
Doing Business report, which uses Amsterdam
as a proxy for the Netherlands.

The indicator quality components are the
building quality control index for dealing
with construction permits, the reliability of
supply and transparency of tariff index for
getting electricity, the quality of the land
administration index for registering property,
and the quality of judicial processes for
enforcing contracts.

Data used to calculate the quality of the land
administration index for registering property
are not considered official until the Doing
Business 2021 report is published.

Although the Bibob law is a national-level
regulation, municipalities apply it locally at
their discretion. The law, which is partially
integrated into the Wabo permitting
legislation, serves as an additional layer of
protection against money laundering and
criminal activity.

The basic screening comprises a form

that the developer fills out that includes
company accounting information. Should the
municipality choose to carry out an in-depth
evaluation—for example, if they have doubts
about the legitimacy of the business—the
authorities contact the developer for further
information.

These cities are Amsterdam, Enschede,
Groningen, Maastricht, and Rotterdam.
Amsterdam, which has the lowest threshold,
applies a basic Bibob screening to all
construction projects over EUR 250,000,
suggesting that the Amsterdam municipality
views construction projects as vulnerable

to a relatively high risk of criminal activity.

15.

20.

21.

22.

23.

Maastricht has the second lowest threshold
at EUR 500,000. Enschede, Groningen,

and Rotterdam all apply a threshold of EUR
1,000,000. Although Arnhem did not apply
the basic Bibob screening to construction
projects at the time of this study, it has
implemented one in 2021.

For more information on Estonia’s online
company registration portal, see the website
at https://www.rik.ee/en/company
-registration-portal/e-residency.

For more information on the Danish system,
see the website at https:/indberet.virk.dk/.
See the Business Portal's website at
https:/eportugal.gov.pt/en/entrar.

Auckland (New Zealand) Council. 2019.
“Contributions Policy 2019.” Auckland:
Auckland Council. https:/www
.aucklandcouncil.govt.nz/plans-projects
-policies-reports-bylaws/our-policies
/docsdevelopmentcontributionspolicy
/contributions-policy.pdf.

Book 2 Title 5 of the Dutch Civil Code.

The Netherlands’ UBO register was launched
on September 27, 2020. For EU member
states, the UBO register is mandatory under
EU Directive 2015/849, the fourth anti-money
laundering directive. In the Netherlands, the
UBO register is legally regulated by the Wwft
Implementation Decree 2018, the Commercial
Register Act 2007, and the Commercial
Register Decree 2008.

The Chamber of Commerce's business
registration fee was EUR 50 for the period
January to December 2020. The annual
compulsory contribution was abolished

in 2013. Companies, associations, and
foundations do not pay any other costs for
registration in the commercial register after
initial registration.

Entrepreneurs setting up a bv must use the
services of a notary, located anywhere in

the Netherlands, independent of where the
company will be established, to draft and
execute the notarial deed.

Starting a business in Estonia, Finland, Greece,
and Slovenia requires three procedures;

in Ireland, Latvia, Lithuania and Sweden it
requires four.

Belgium, Cyprus, Finland, Ireland, and Portugal
do not require any paid-in minimum capital at
the time of business startup.

The Act for Simplification and Flexibilization of
Private Company Law (Wet vereenvoudiging
en flexibilisering bv-recht) took effect on
October 1, 2012, abolishing the minimum
capital requirement for these companies
(previously set at EUR 18,000).

The Chamber of Commerce's online tool is
available at https://www.kvk.nl/advies-en
-informatie/bedrijf-starten /een-bedrijfsnaam
-kiezen/. The tool is only capable of verifying
whether an existing company name in the
Commercial Register uses the identical
spelling as that of the proposed company.
For the Trade Name Act, see https:/wetten
.overheid.nl/BWBR0001906,/2017-09-01.
To draw up a deed of incorporation, the
civil-law notary requires information including
the company name, location, and purpose as
described in Article 2:177, paragraph 1 of the
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Dutch Civil Code. Notaries also require a copy
of the founders' identification documents.
The various forms completed by the civil-law
notary to register a company are available at
https://www.kvk.nl/inschrijven-en-wijzigen
/inschrijven-onderneming-bv-of-nv-bestaand/.
The national electronic registration platform,
ORN, was introduced in 2013; the NAU in 2020.
Based on interviews with representatives
from the Chamber of Commerce and private
professionals in the Netherlands, April to
December 2020.

See the Commercial Register's database at
https.//www.kvk.nl/zoeken/handelsregister/.
Entrepreneurs can access the Tax Authority
portal at https://www.belastingdienst.nl/wps
/wcm/connect/nl/ondernemers/content
/inloggen-voor-ondernemers.

More information on the small business
scheme (Kleineondernemersregeling, KOR) is
available at https://business.gov.nl/subsidy
/small-businesses-scheme/.

The PDF form is available at https:/download
.belastingdienst.nl/belastingdienst/docs
/melding_loonheffingen_aanmelding
_werkgever_|h5901z9fol.pdf.

Any company that becomes an employer
must send the form to the following address:
Dutch Tax and Customs Administration,
Postbox 2892, 6401 DJ, Heerlen.

According to interviews with the Chamber of
Commerce by the Subnational Doing Business
team in June 2020, as of July 2011, the
Chamber of Commerce no longer carries out
trade name assessments and cannot refuse
the registration of a company based on the
name chosen, except for those that are not
allowed by law.

For more information, see https://www.kvk
.nl/advies-en-informatie/bedrijf-starten/een
-bedrijfsnaam-kiezen/.

See the website of the Benelux Office for
Intellectual Property (BOIP) at https:/www
.boip.int/nl/merkenregister#/.

See the website of the Internet Domain Name
Registration Foundation at https://www.sidn.nl/.
For more information, see the business registry's
website at http:/bolsafirmasdenominacoes
Jjustica.gov.pt/index.php.

World Bank. 2018. Doing Business in the
European Union 2018: Croatia, the Czech
Republic, Portugal and Slovakia. Washington,
DC: World Bank.

For more information on Estonia’s e-Business
Register, see the website at www.rik.ee.

For more information on registering a
company with Companies House, see the
website at www.gov.uk/limited-company
-formation/register-your-company.

These 10 EU member states are Austria,
Belgium, Cyprus, Croatia, Germany, Hungary,
Italy, Malta, Poland, and Spain.

See the Firm24 website at https:/www
firm24.nl. Other online platforms that help
entrepreneurs to establish a bv include the
following: https://www.bv-oprichten
.com/#bv%20oprichten; https:/www.ligo.nl
/bv-oprichten; https://www.standaardbv.nl/;
https://www.uwbvoprichten.nl/.
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The Wabo (Wet algemene bepalingen
omgevingsrecht) legislation was enacted in
2010 and has been amended several times
since. Its main purpose is to consolidate and
simplify regulations and permitting pertaining
to construction, nature, and environment.

For more information on the online platform,
see http://omgevingsloket.nl and http://0olo.nl.
The dealing with construction permits indicators
record all procedures required for a business in
the construction industry to build a warehouse,
along with the time and cost to complete each
procedure. In addition, the indicator measures
the building quality control index, which
evaluates the quality of building regulations,
the strength of quality control and safety
mechanisms, liability and insurance regimes, and
professional certification requirements. For more
information, see the data notes.

Pile, a vertical structural element that is driven
to reach load-bearing level in the ground, is a
necessary foundational element in construction
due to soft soil in the Netherlands.

The platform is a result of cooperation
between the various utility companies

with the aim of simplifying the application
process for developers. The Mijnaansluiting
platform sorts applications before forwarding
them to the appropriate utility. The utility
then processes the application. For more
information on the platform, see the website
at www.mijnaansluiting.nl.

The Bibob law is a national-level regulation
applied at the discretion of the municipality.
The law, which is partially integrated into the

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

Wabo legislation, serves as an additional layer
of protection against money laundering and
criminal activities.

The basic screening is comprised of a form
that the developer fills out that includes
company financial information. Should the
municipality choose to carry out an in-depth
evaluation—if they have doubts about the
legitimacy of the business—the developer is
contacted for further information.

These cities are Amsterdam, Enschede,
Groningen, Maastricht, and Rotterdam.
Amsterdam, which has the lowest threshold,
applies a basic Bibob screening to all
construction projects over EUR 250,000,
suggesting that the Amsterdam municipality
views construction projects as vulnerable

to a relatively high risk of criminal activity.
Maastricht has the second lowest threshold at
EUR 500,000. Enschede, Groningen, and
Rotterdam all apply a threshold of

EUR 1,000,000. Although Arnhem did

not apply the basic Bibob screening to
construction projects at the time of this study,
it has implemented one in 2021.

In Amsterdam as in all the other cities,
private sector companies are owned by public
shareholders (combination of municipalities
and provinces). For more information on
Waternet merger, see https:/publicaties
.rekenkamer.amsterdam.nl/gemeentelijke
-rioolwatertaken/.

For further details on permit discounts in
Amsterdam: https://www.amsterdam.nl
/veelgevraagd/?caseid=%7b35E4893B
-EE26-4D8D-AC88-89A092BC12D8%7d.
For further details on permit discounts in The
Hague: https://www.denhaag.nl/nl
/vergunningen-en-ontheffingen
/omgevingsvergunningen/korting-op
-bouwleges-krijgen.htm.

For more information on the Doing Business
methodology, see https://www.doingbusiness
.org/en/methodology/dealing-with
-construction-permits.

The relevant laws can be found in the Burgerlijk
Wetboek book 6 title 1 article 74 and book 6
title 12 section 1.

For more information on the Doing Business
methodology, see https://www.doingbusiness
.org/en/methodology/dealing-with
-construction-permits.

Srinivasan, Jayashree, Enrique Orellana
Tamez, Kamal Chakaroun, Farrukh Umarov,
Lodovico Onofri. 2020. “From Paper to the
Cloud: Improving Building Control through
E-permitting.” Doing Business Case Studies.
World Bank, Washington, DC.
http://documents.worldbank.org/curated
/en/705331592344507733/From-Paper
-to-the-Cloud-Improving-Building-Control
-through-E-permitting.

International Finance Corporation; World
Bank; Multilateral Investment Guarantee
Agency. 2013. Good Practices for Construction
Regulation and Enforcement Reform:

Guidelines for Reformers. Investment Climate.
Washington, DC: World Bank Group.
https://openknowledge.worldbank.org
/handle/10986/16612.
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World Bank. 2015. Doing Business 2016:
Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.

Except those listed in articles L243-1-1 of the
Insurance Code.

Gregory S. Burge. 2010. “The Effects of
Development Impact Fees on Local Fiscal
Conditions.” in Gregory K. Ingram and Yu-
Hung Hong (eds). Municipal Revenues and Land
Policies. Cambridge, MA: Lincoln Institute of
Land Policy.

Auckland (New Zealand) Council. 2019.
Contributions Policy 2019.
https://www.aucklandcouncil.govt.nz/plans
-projectspolicies-reports-bylaws/our-policies
/docsdevelopmentcontributionspolicy
/contributions-policy.pdf.

For nonstandard or more complex cases,
different requirements apply. For more details
on the requirements, see https:/vng.nl/sites
/default/files/vth_wabo_kwaliteitscriteria
_versie_2.2_2019_deel_b.pdf.

Visscher, Henk, and Frits Meijer. 2005.
“Certification of Building Control in The
Netherlands.” OTB Research Institute for
Housing, Urban and Mobility Studies. Delft
university of Technology, The Netherlands.
Moullier, Thomas. 2017. “Building Regulatory
Capacity Assessment: Level 2—Detailed
Exploration.” World Bank, Washington, DC.
As the regulator, ACM is charged with
sector-specific market supervision of
telecommunications, the gas and electricity
market, fair competition, and consumer
protection law. For more information, see
ACM's website at https:/www.acm.nl/nl.

As regulated by the Electricity Act 1998,
Article 10a, available at https://wetten
.overheid.nl/BWBR0O009755,/2021-01-01.
For more information on the activity of the
transmission system operator, see the TenneT
website at https:/www.tennet.eu/e-insights
/regulation-of-the-electricity-price/dutch
-regulation/.

The EU member states with the lowest grid
connection costs are the Czech Republic,
France, and Poland.

These countries are Bulgaria, Belgium, Cyprus,
Hungary, and Romania.

To measure the reliability of supply and
transparency of tariffs, Doing Business presents
an index scored from O to 8 points. The index
measures the role of the energy regulator, the
systems used to monitor power outages and
restore supply, whether financial deterrents
exist to limit outages, and whether effective
tariffs are available online and customers are
notified of a change in tariffs a full billing cycle
in advance. For more details, see the data notes.
Electricity Code, Article 219 in conjunction
with Article 2.25 paragraph 2 sub c states that
a connection with a capacity of between 60
kVA and 0.3 MVA will be made at the low-
voltage level (https://wetten.overheid.nl
/BWBR0037940,/2020-12-05).

KLIC is the Kabels en Leidingen Informatie
Centrum (Cables and Pipes Information
Center). The KLIC request must be submitted
20 business days at the earliest and three
business days at the latest from the start

of the excavation works. The Information
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83.

84.
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86.

Exchange Above-and Underground Networks
Act 2018 (WIBON) states in Article 10 that
the cadastre is required to send a notice of
receipt immediately after the KLIC request is
submitted. Article 13 paragraph 1 stipulates
that within two business days the cadastre
sends all requested information. In case the
subcontractor finds a grid that was not included
in the map while digging, Article 20 requires
that the cadaster be notified immediately. The
cadaster then notifies all potential owners of
the cables, and those parties are required to
respond within 10 business days.

The meter market for connections exceeding
3x80 ampere was liberalized in 2011. Since
then, distribution utilities cannot install
meters, and the customer is responsible for
hiring a meter company. See the regulator's
website at https://www.acm.nl/nl
/onderwerpen/energie/afnemers-van-energie
/energietarieven/meettarief; Electricity Law,
art. 95ca par. 2 (https./wetten.overheid.nl
/BWBR0009755,/2021-01-01).

The electronic platform is Energy Data
Services Netherlands (EDSN). All Dutch
distribution utilities, suppliers, meter
companies, and parties that purchase
electricity on the wholesale market and sell

it to suppliers are connected to this platform.
The parties use this platform and an internal
message system for digital data exchange.
Each connection is identified by a unique
European Article Number (EAN) code that is
used for internal communication.

The Electricity Code, Article 8.4 sub d
(available at https://wetten.overheid.nl
/BWBR0037940,/2020-12-05) stipulates
that a utility has 10 working days to send

a quote after receiving an application for a
connection with a maximum capacity of 10
MVA. The Electricity Act, Article 23 par. 4
(available at https://wetten.overheid.nl
/BWBR0O009755/2021-01-01) sets a limit of
18 weeks to obtain a new connection from the
moment the connection request is submitted
to the utility. Note that a connection request is
considered submitted as soon as the applicant
accepts the quote as offered by the utility.
Consultative meetings with Dutch distribution
utility and other practitioners for this study.
Distribution utilities acknowledge issues with
current staffing on their websites. See for
example https://www.enexisgroep.nl
/actuele-themas/schaarste-personeel/; and
https://www.liander.nl/nieuwe-aansluiting.
This staff shortage has also been mentioned in
the national news (https:/www.ad.nl
/friesland/netbeheerders-zoeken-honderden
-personeelsleden-in-groningen-drenthe
-en-friesland~a8dd345e/; https:/www
.deondernemer.nl/personeel/arbeidsmarkt
/chronisch-personeelstekort-stedin
-werft-technische-tieners-baangarantie
-rijbewijs~1099504). As for increased
workload, see Enexis Annual Report 2019,
available at https://www.enexisgroep.nl
/media/2695/enexis-holding-nv-jaarverslag
-2019.pdf; Liander Annual Report 2019,
available at https://www.liander.nl/sites
/default/files/Liander_Jaarbericht_2019
.pdf; Stedin Annual Report 2019, available at:
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98.

https://jaarverslag.stedingroep.nl/2019
/xmlpages/resources/TXP/stedin_groep
_verslag_2019/pdf/Stedin_Groep_Jaarverslag
_2019.pdf.

Consultative meetings with Dutch distribution
utility and other practitioners for this study.
As regulated by the General Administrative
Law Act, available from https://wetten
.overheid.nl/BWBR0005537/2021-03-01.
Local municipalities have their own regime
that can deviate from the national law as long
as they do not exceed the limits as set by the
national law.

The Doing Business case study assumes that
the electricity cable crosses a 10-meter-

wide public road. In Enschede, permits

for excavations under 25 meters are not
required according to the General Regulation
Underground Infrastructure Enschede 2018
(https://dloket.enschede.nl/loket/sites
/default/files/IMG/AVOI1%20Enschede%20
2018.pdf. Article 2.8).

For more information, see the website at
www.mijnaansluiting.nl.

The Mijnaansluiting platform sorts
applications before forwarding them to the
appropriate utility. The utility then processes
the application. Using the Enexis website is
faster because it eliminates the need for the
forwarding step—it is submitted directly to the
utility. Enexis also allows customers to submit
applications through the national platform.
The first 25 meters of cable are free of charge.
Electricity Code, Article 8.8 (https:/wetten
.overheid.nl/BWBR0037940,/2019-02
-0T#Hoofdstuk8%20-%20Article%208.8).
Compensation for outages exceeding four
hours is paid out automatically.

The Cables and Pipelines Regulation establishes
that the municipality must issue a permit
decision within two business days of receiving a
permit request for noninvasive works.

. In Arnhem, it takes six weeks to issue a permit

instead of eight weeks set at the national
level, however the length of legal time frame
is still considered long compared to other
economies.

See the Austrian regulator’s website at
https://www.e-control.at/marktteilnehmer
/erhebungen/erhebungen-zur-qualitaet-der
-netzdienstleistung.

Dutch utilities also publish statistics on the
number of applications, length in kilometers

of the electricity grid, incidents, transported
electricity on the grid, and average outage
duration and frequency in an annual report. The
Dutch regulator also publishes factsheets that
contain similar information. The most recent
factsheet dates from 2017 (the regulator is
modernizing the visuals). For more, see the
ACM'’s website at https:/www.acm.nl/nl
/publicaties/factsheets-kwaliteit-2017-van
-alle-regionale-netbeheerders.

Customers can track the status of their
application (utility preparing the quote;
scheduling an inspection, if applicable; whether
the application file is sent to a subcontractor for
completing excavation works, so the utility can
also start simultaneous works in case of a small
capacity connection request, and so on).

. This requirement is in accordance with the

Energy Code (Article L342-11), which specifies
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that urban planning commissions are to bear
the cost of extension works for the electricity
grid, provided that the network extension can
benefit future residents and firms.

100. Article 3 of the Cadaster Act of 1989.
Kadaster's mandate includes statutory
and advisory tasks in relation to rural
areas, the registration and provision of
topographical information, registration of
ships and aircraft, maintenance of the national
triangular network, the management of
public law restrictions, the Key Registers of
Addresses and Buildings (BAG), the spatial
planning portal (RO-online), the combined
underground utility information exchange
(KLIC), and the national immovable property
valuation system (WOZ).

101. The value of the property transferred in the
Doing Business case study is EUR 2,350,524.
As of December 31, 2020 (this report’s cutoff
date), the property transfer tax was 6% of
the property value for commercial properties
and 2% for residential properties. Starting
January 1, 2021, the property transfer tax for
commercial property increased to 8% of the
property value. See Article 14 of the Act on
taxation of legal transactions.

102. For a semiautomatic registration, the fee is
EUR 144.50; for paper registration, the fee is
EUR 172. See Article 2 of the Fee Schedule of
the Kadaster.

103. The top global performers on the quality of
land administration index are Lithuania, the
Netherlands, Rwanda, and Taiwan, China.

104. In case of transfers between natural persons,
the notary checks the municipality's online
identification database.

105. The mortgages and encumbrance extract
must be obtained for all transfers, including
properties without encumbrance.

106. The Netherlands has 10 basic registers:
Central Register of Persons (BRP,
Basisregistratie Personen); Trade Register (HR,
Handelsregister), Addresses and Buildings
Registry (BAG, Basisregistratie Adressen
en Gebouwen); Topographical Registry
(BRT, Basisregistratie Topografie); Land
Registry (BRK, Basisregistratie Kadaster);
Vehicles Key Register for vehicle registration
(BRV, Basisregistratie Voertuigen, voor
kentekenregistratie); Basic Income Register
(BRI, Basisregistratie Inkomen); Real Estate
Valuation Register (WOZ, Basisregistratie
Waardering Onroerende Zaken); Large-
Scale Topography Key Register (BGT,
Basisregistratie Grootschalige Topografie);
Subsurface Key Register (BRO, Basisregistratie
Ondergrond). For additional information, see
https.//data.overheid.nl/community/group
/basisregistraties_10.

107. Louwman, W., and J. Vos. 2009.
"Automatisering van de afdoening van de
notariéle akten door het Kadaster.” JBN
2009/3-14.

108. Vos, J. 2010. The Digitalization of Land
Registration in the Netherlands: Paving the
Road for Cross Border Practices. Netherlands:
Dutch Kadaster. https://silo.tips/download/
the-digitalization-of-land-registration-in-the-
netherlands-paving-the-road-for-c#.
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About Doing Business
and Doing Business in the

European Union 2021:
Austria, Belgium and the
Netherlands

Doing Business measures aspects of regulatory efficiency
and institutional quality of the key processes that affect
local small and medium-size businesses in 191 economies.

®  Doing Business covers 10 specific areas of the business
environment: starting a business, dealing with
construction permits, getting electricity, registering
property, getting credit, protecting minority investors,
paying taxes, trading across borders, enforcing contracts,
and resolving insolvency.

® The Doing Business dataset is used widely by
governments, researchers, international organizations,
and think tanks to guide policies, conduct research, and
develop new indexes.

®  Doing Business in the European Union 2021: Austria,
Belgium and the Netherlands, which is independent of the
global Doing Business report, benchmarks 24 locations
and five Doing Business indicators: starting a business,
dealing with construction permits, getting electricity,

registering property and enforcing contracts.
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oing Business is founded on the

principle that economic activity

benefits from clear rules and effi-
cient service provision by the institutions
responsible for their application. The rules
and their structural framework—setting
out property rights, facilitating the reso-
lution of disputes, and protecting con-
tractual partners from arbitrariness and
abuse—encourage voluntary exchanges
between economic actors. Such rules
are much more effective in promoting
growth and development when they are
efficient, transparent, accessible, and
implemented through well-functioning
infrastructure.

Rules and institutions create an environ-
ment where new entrants with drive
and innovative ideas can get started in
business and where productive firms can
invest, expand, and create new jobs. The
role of government policy in the daily
operations of small and medium-size
domestic firms is a central focus of the
Doing Business data. The objective is to
encourage better quality institutions as
well as efficient, transparent, and easy-
to-implement regulation that allows
businesses to thrive. Doing Business data
focus on 10 areas of the business environ-
ment affecting small and medium-size
domestic firms in the largest business
city of an economy." The project uses
standardized case studies to provide
objective, quantitative measures that can
be compared across 191 economies.

WHAT DOING BUSINESS
AND SUBNATIONAL DOING
BUSINESS MEASURE

Doing Business captures several important
dimensions of the business environment
affecting domestic firms. It provides
quantitative indicators on regulatory effi-
ciency and institutional quality for start-
ing a business, dealing with construction
permits, getting electricity, registering
property, getting credit, protecting
minority investors, paying taxes, trading
across borders, enforcing contracts, and

resolving insolvency (table 5.1). Doing
Business also collects data on contracting
with the government, which measure
the steps and time to participate in,
win, and execute a roadworks contract
through open procurement; features
of e-procurement platforms; and good
practices in the regulatory framework for
such contract. These data are not part of
the ease of doing business score and are
available on the Doing Business website.?

Subnational Doing Business, which are
produced independently and by a sepa-
rate team from the global Doing Business
report, focuses on indicators that are
most likely to vary from city to city, such
as those on dealing with construction
permits or registering property. Indicators
that use a legal scoring methodology,
such as those on getting credit or pro-
tecting minority investors, are typically
excluded because they mostly look at
national laws with general applicability.

Doing Business measures aspects of
business regulation affecting domestic

TABLE 5.1

Indicator set

small and medium size firms defined on
the basis of standardized case scenarios
and located in the largest business city of
each economy. In addition, for 11 econo-
mies a second city is covered.

Subnational Doing Business covers a sub-
set of the 10 areas of business regulation
that Doing Business covers across 191
economies. Subnational studies expand
the Doing Business analysis beyond the
largest business city of an economy. They
measure variation in regulations or in the
implementation of national laws across
locations within an economy (as in South
Africa) or a region (as in this report).
Projects are undertaken at the request of
governments.

Data collected by subnational studies
over the past several years show that
there can be substantial variation within
an economy (figure 51). In Croatia in
2018, for example, dealing with construc-
tion permits took 112 days in Varazdin
and 227 in Split. Indeed, within the same
economy one can find locations that

What Doing Business and Subnational Doing Business measure

What is measured

Typically included in subnational Doing Business reports

Starting a business

Procedures, time, cost and paid-in minimum capital to start a
limited liability company for men and women

Dealing with construction permits

Procedures, time and cost to complete all formalities to build a
warehouse and the quality control and safety mechanisms in the
construction permitting system

Getting electricity

Procedures, time and cost to get connected to the electrical grid;

the reliability of the electricity supply; and the transparency of tariffs

Registering property

Procedures, time and cost to transfer a property and the quality of
the land administration system

Trading across borders

Time and cost to export the product of comparative advantage and
to import auto parts

Enforcing contracts

Not typically included in subnational

Getting credit

Time and cost to resolve a commercial dispute and the quality of
judicial processes for men and women

Doing Business reports

Movable collateral laws and credit information systems

Protecting minority investors

Minority shareholders' rights in related-party transactions and in
corporate governance

Paying taxes

Payments, time and total tax rate and contribution for a firm to
comply with all tax regulations as well as postfiling processes

Resolving insolvency

Time, cost, outcome and recovery rate for a commercial insolvency
and the strength of the legal framework for insolvency
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FIGURE 5.1

Different locations, different regulatory processes, and same economy

Time to deal with construction permits (days)
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Source: Subnational Doing Business database.

Note: The average time shown for each country is based on all cities covered by the data: 6 cities in Greece in 2019, 5 cities in Ireland in 2019, 8 cities in Portugal in 2018,

5 cities in Croatia in 2018 and 13 cities in Italy in 2019.

perform as well as economies ranking
in the top 20 on the ease of dealing with
construction permits and locations that
perform as poorly as economies ranking
in the bottom 40 on that indicator.

The subnational Doing Business studies

create disaggregated data on business

regulation. But they go beyond a data col-

lection exercise. They have proved to be

strong motivators for regulatory reform

at the local level:

® The data produced are comparable
across locations within the economy
and internationally, enabling loca-
tions to benchmark their results both
locally and globally. Comparisons of
locations that are within the same
economy and therefore share the
same legal and regulatory framework
can be revealing: local officials find it
hard to explain why doing business is
more difficult in their jurisdiction than
in a neighboring one.

® Pointing out good practices that
exist in some locations but not oth-
ers within an economy helps policy
makers recognize the potential for
replicating these good practices. This
can prompt discussions of regula-
tory reform across different levels of

government, providing opportunities
for local governments and agencies
to learn from one another and result-
ing in local ownership and capacity
building.

Since 2005 subnational reports have
covered almost 600 locations from 83
economies, including Poland, Spain,
Colombia, Malaysia, China, the Arab
Republic of Egypt, Brazil, Peru, Honduras,
Mozambique and Serbia. Twenty-two
economies—including  South  Africa,
the United Arab Emirates, Kazakhstan,
Indonesia, Kenya, Mexico, Nigeria, the
Philippines and the Russian Federation—
have undertaken two or more rounds of
subnational data collection to measure
progress over time (figure 5.2).

Doing Business in the European Union 2021:
Austria, Belgium and the Netherlands is
the first report of the subnational Doing
Business series in these three countries. It
covers seven cities in Austria (Bregenz,

Graz, Innsbruck, Klagenfurt, Linz,
Salzburg and Vienna), seven in Belgium
(Antwerp, Bruges, Ghent, Brussels,

Charleroi, Liege and Namur), and 10 in
The Netherlands (Amsterdam, Arnhem,
The Hague, Eindhoven, Enschede,

Groningen,  Maastricht, Middelburg,

Rotterdam and Utrecht).

How the indicator sets are
selected

The design of the Doing Business indicator
sets has been informed by theoretical
insights gleaned from extensive research
(Djankov 2016). In addition, background
papers developing the methodology
for most of the areas covered by Doing
Business have established the importance
of the rules, regulations, and institutions
that Doing Business focuses on for such
economic outcomes as trade volumes,
foreign direct investment, market capi-
talization in stock exchanges, and private
credit as a percentage of gross domestic
product (GDP).?

Doing Business in the European Union
2021 Austria, Belgium and the Netherlands
covers five Doing Business indicator
sets: starting a business, dealing with
construction permits, getting electricity,
registering property and enforcing con-
tracts. These Doing Business indicator
sets were selected on the basis of their
relevance to the countries' context and
their ability to show variation across the
cities covered.
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FIGURE 5.2 Comparing regulation at the local level: Subnational Doing Business studies
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Source: Subnational Doing Business database.

Some Doing Business indicator sets assign
a higher score for more regulation and
better-functioning institutions (such as
courts or credit bureaus). Higher scores
are given for stricter disclosure require-
ments for related-party transactions,
for example, in the area of protecting
minority investors. Higher scores are also
given for a simplified way of applying
regulation that keeps compliance costs
for firms low—such as by easing the
burden of business start-up formalities
with a one-stop shop or through a single
online portal.

Finally, the scores reward economies that
apply a risk-based approach to regulation
as a way to address social and environ-
mental concerns—such as by imposing
heavier regulation on activities that pose
a high risk to the population and lighter
regulation on lower-risk activities. Thus,
the economies that score highest on
the ease of doing business are not those
where there is no regulation, but those
where governments have managed to
establish rules and institutions that

facilitate business interactions in the
marketplace without needlessly hinder-
ing the development of the private sector.

The ease of doing business
score

To provide different perspectives on the
data, Doing Business presents data both
for the individual indicator sets and for
an aggregate measure: the ease of doing
business score. The ease of doing busi-
ness score aids in assessing the absolute
level of performance and how it improves
over time. The individual scores for each
indicator set show the proximity of
each economy to the best performance
observed in each of the indicator sets
in the Doing
Business sample since 2005 or the third
year in which data were collected for the
indicator set. This approach underscores
the gap between a particular economy’s
performance and the best performance
at any point in time and is used to assess
the change in the economy’s business
environment over time as measured by
Doing Business.

across all economies

Doing Business in the European Union
2021: Austria, Belgium and the Netherlands
includes indicator scores and rankings for
the 24 selected cities on starting a busi-
ness, dealing with construction permits,
getting electricity, registering property
and enforcing contracts. The score mea-
sures a city's performance with respect to
a measure of regulatory best practice for
each indicator (table 5.2). The indicator
rankings compare cities with one another
in each of the three countries.

Calculation of the ease of

doing business score for each
indicator area

Calculating the ease of doing business
score for each indicator area for each
city involves two main steps. In the first
step individual component
are normalized to a common unit where

indicators

each of the 19 component indicators y
is rescaled using the linear transforma-
tion (worst - y)/(worst - best). In this
formulation the highest score represents
the best regulatory performance on the
indicator across all economies covered
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TABLE 5.2 How many economies achieve the best performance?

Number of economies attaining
Doing Business area and indicator best performance Best performance Worst performance
Starting a business
Procedures (number) 1 1 182
Time (days) 0 0.5 100°
Cost (% of income per capita) 3 0.0 200.0°
Minimum capital (% of income per capita) 121 0.0 400.0°
Dealing with construction permits
Procedures (number) 0 5 30°
Time (days) 0 26 373¢
Cost (% of warehouse value) 0 0.0 20.0°
Building quality control index (0-15) 8 15 0°
Getting electricity
Procedures (number) 32 3 9
Time (days) 3 18 248°
Cost (% of income per capita) 3 0.0 8,100.0°
Reliability of supply and transparency of tariffs index (0-8) 31 8 0
Registering property
Procedures (number) 4 1 132
Time (days) 1 1 2100
Cost (% of property value) 1 0.0 15.0°0
Quality of land administration index (0-30) 0 30 0c
Enforcing contracts
Time (days) 0 120 1,340°
Cost (% of claim value) 0 0.1 89.0°
Quality of judicial processes index (0-18) 0 18 0¢

Source: Doing Business database.

a. Worst performance is defined as the 99th percentile among all economies in the Doing Business sample.
b. Waorst performance is defined as the 95th percentile among all economies in the Doing Business sample.

¢. Worst performance is the worst value recorded.

by Doing Business since 2005 or the third
year in which data for the indicator were
collected. Both the best performance
and the worst performance are reviewed
every five years on the basis of the Doing
Business data for the year in which they
are reviewed and remain at that level for
five years regardless of any changes in
data in interim years.

Thus, an economy may establish the
best regulatory performance for an
indicator even though it may not have
the highest score in a subsequent year.
Conversely, an economy may score
higher than the best regulatory perfor-
mance if the economy reforms after the
best regulatory performance is set. For

example, the best performance for the
number of procedures to get electricity
is set at three. In Mauritius, it takes three
procedures to get electricity, whereas in
Lithuania it takes just two. Although the
two economies have a different number
of procedures, both economies score
100 on the procedures necessary to get
electricity because there are fewer or the
same number of procedures compared to
the threshold of three.

For scores on indexes such as the building
quality control index or the quality of land
administration index, the best regula-
tory performance is set at the highest pos-
sible value (although no economy has yet
reached that value in the case of the latter).

To mitigate the effect of extreme outliers
in the distribution of the rescaled data for
most indicators, Doing Business calculates
the worst performance after removing
outliers (very few economies need 700
days to complete the procedures to start
a business, but many need 9 days). The
definition of outliers is based on the
distribution for each indicator. Two rules
were defined to simplify the process: the
95th percentile is used for the indicators
with the most dispersed distributions
(including minimum capital, number of
payments to file and pay taxes, total tax
and contribution rate, and the time and
cost indicators), and the 99th percentile
is used for number of procedures. Thus,
an economy may perform worse than
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the worst performance. For example,
the worst performance for the time to
enforce contracts is set at 1,340 days. In
Barbados, it takes 1,340 days to enforce
contracts, whereas it takes 1,785 days
in  Guinea-Bissau. Although the two
economies have a different number of
days, both economies score O on the time
taken to enforce contracts because there
are more or the same number of days
compared to the threshold of 1,340. No
outlier is removed for indicators bound by
definition or construction, including legal
index scores (such as the depth of credit
information index, extent of disclosure
index, and strength of insolvency frame-
work index) (figure 5.3).

Inthe second step for calculating the ease
of doing business score for each indicator,
the scores obtained for individual indica-
tors for each city are aggregated through
simple averaging into one score for each
indicator area.

A city's indicator score is indicated on a
scale from O to 100, where O represents
the worst regulatory performance and

100 the best. All indicator ranking cal-
culations are based on scores without
rounding.

Variability of cities' scores
across indicators

Each Doing Business indicator measures a
different aspect of the business environ-
ment. A city's score's can vary, some-
times significantly, across indicator areas.
One way to assess the variability of a
city's performance is to look at its scores
across areas. Consider the example of
Zilina (Slovakia) in 2018. It scored 84.7
for starting a business, 88.4 for get-
ting electricity and 91.0 for registering
property, but only 57.9 for dealing with
construction permits and 67.1 for enforc-
ing contracts.

Variation in performance across the areas
covered is not at all unusual. It reflects
differences in the degree of priority that
government authorities give to particular
areas of business reform and in the abil-
ity of different government agencies to
deliver tangible results in their area of
responsibility.

FIGURE 5.3 How are scores calculated for indicators?
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Indicator rankings

The ranking of cities in each indicator
area ranges from 1to 7 in Austria, 1to 7
in Belgium and 1to 10 in the Netherlands.
The ranking is determined by sorting
the scores in each area, rounded to two
decimals.

ADVANTAGES AND
LIMITATIONS OF THE
METHODOLOGY

The Doing Business methodology is
designed to be an easily replicable way
to benchmark specific characteristics
of the business environment—how they
are implemented by governments and
experienced by private firms and profes-
sionals on the ground. Its advantages and
limitations should be understood when
using the data.

Ensuring comparability of the data across
a global set of economies is a central
consideration for the Doing Business
indicator sets, which are developed using
standardized case scenarios with specific
assumptions. One such assumption is
the location of a standardized business—
the subject of the Doing Business case
study—in the largest business city of the
economy. The reality is that business reg-
ulations and their enforcement may differ
within a country, particularly in federal
states and large economies. Gathering
data for every relevant jurisdiction in
each of the 191 economies covered by
Doing Business is infeasible. Nevertheless,
where policy makers are interested in
generating data at the local level, beyond
the largest business city, and in learning
from local good practices, Doing Business
has complemented its global indicators
with subnational reports. Also, starting
with Doing Business 2015, coverage was
extended to the second-largest business
city in economies with a population of
more than 100 million (as of 2013).

Doing Business recognizes the limita-
tions of standardized case scenarios and
assumptions. Although such assumptions
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come at the expense of generality, they
also ensure the comparability of data.
Some of the dimensions covered by Doing
Business are complex, so it is important
that the standardized cases are defined
carefully. For example, the standardized
case scenario usually involves a limited
liability company or its legal equivalent.
There are two reasons for this assumption.
First, private limited liability companies
are the most prevalent business form (for
firms with more than one owner) in many
economies around the world. Second, this
choice reflects the focus of Doing Business
on expanding opportunities for entrepre-
neurship: investors are encouraged to ven-
ture into business when potential losses
are limited to their capital participation.

Another assumption underlying the
Doing Business indicators is that entre-
preneurs have knowledge of and comply
with applicable regulations. In practice,
entrepreneurs may not be aware of which
institutions are responsible for a specific
business process or how to comply with
regulations and may lose considerable
time trying to find out. Alternatively, they
may intentionally avoid compliance—by
not registering for social security, for
example. Firms may opt for bribery and
other informal arrangements intended
to bypass the rules where regulation is
particularly onerous.
Compared with their formal sector
counterparts, firms in the informal sector
typically grow more slowly, have poorer
access to credit, and employ fewer work-
ers—and these workers remain outside
the protections of labor law and, more
generally, other protections embedded
in the law.* Firms in the informal sector
are also less likely to pay taxes. Doing
Business measures one set of factors that
help explain the occurrence of informal-
ity, and it provides policy makers with
insights into potential areas of business
reform.

Doing Business does not cover many
important policy areas, and its scope
is narrow even within the areas it does

cover. Doing Business does not measure
the full range of factors, policies, and
institutions that affect the quality of an
economy'’s business environment or its
national competitiveness. It does not, for
example, capture aspects of macroeco-
nomic stability, development of the finan-
cial system, market size, the incidence of
bribery and corruption, or the quality of
the labor force.

The focus is also deliberately narrow
within the specific Doing Business indica-
tor sets. The trading across borders indi-
cator set, for example, captures the time
and cost required for the logistical pro-
cess of exporting and importing goods,
but it does not include the cost of tariffs
or international transport. Similarly, the
indicator sets on starting a business and
protecting minority investors do not cov-
er all aspects of commercial legislation.
Given that Doing Business measures only
a few features of each area that it covers,
business reforms should not focus solely
on these areas. Instead, they should be
evaluated within a broader context.

DATA COLLECTIONIN
PRACTICE

The Doing Business data are based on a
detailed reading of domestic laws, regula-
tions, and administrative requirements as
well as their implementation in practice
as experienced by private profession-
als. With the inclusion of Liechtenstein,
the number of economies covered by
the data increased to 191. This number
includes some of the smallest and poor-
est economies, for which other sources
provide little or no data.

The data are collected through several
rounds of communication with expert
respondents  (both  private  sector
practitioners and government officials),
through responses to questionnaires,
conference calls, written correspondence
and visits by the team.” Doing Business
relies on four main sources of informa-
tion: the relevant laws and regulations,

Doing Business respondents, the govern-
ments of the economies covered and the
World Bank Group regional staff. For a
detailed explanation of the Doing Business
methodology, see the data notes at www.
doingbusiness.org.

Subnational Doing Business follows similar
data collection methods. However, sub-
national Doing Business studies are driven
by client demand and do not follow the
same timeline as global Doing Business
publications. Subnational Doing Business
reports collect data —independently of
the global Doing Business data—through
several rounds of communication
with expert respondents (both private
sector practitioners and government
officials), and also through responses to
questionnaires, conference calls, written
correspondence, and visits by the team
Subnational Doing Business team (figure

54)°

Relevant laws and regulations

A large part of the data embedded in the
areas measured by Doing Business in the
European Union 2021: Austria, Belgium
and the Netherlands are based on the
reading of laws and regulations as well
as their implementation in practice as
experienced by private professionals.
In addition to filling out questionnaires
and participating in interviews, expert
respondents submit references to the
relevant laws, regulations, and fee sched-
ules. The team collects the texts of the
relevant laws and regulations and checks
the questionnaire responses for accuracy.
The team examines the civil procedure
code, for example, to check the maximum
number of adjournments in a commercial
court dispute.

Data verification

The team also collects data from public
officials that work on the areas bench-
marked in the report. For example, public
authorities across Austria, Belgium and
the Netherlands that work on the five
areas completed questionnaires during
the data collection process and provided
the team with laws, regulations, and other
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FIGURE 5.4 Typical stages of a subnational Doing Business project
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report drafting
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Presentation of
preliminary results
to public officials
("right of reply”)

documents related to the implemented
reforms.

To minimize measurement errors, the
team conducts extensive consultations
with  multiple contributors. For some
areas—for example, those
ing dealing with construction permits,
enforcing contracts, and registering prop-
erty—the time component is based on
actual practice. This approach introduces
a degree of judgment by respondents.
When respondents disagree, the time
indicators reported represent the median
values of several responses given under
the assumptions of the standardized case.

measur-

Extensive consultations with multiple
contributors are conducted by the team
to minimize measurement errors for the
rest of the data. For some areas—for
example, those measuring dealing with
construction permits, getting electricity
and enforcing contracts—the time com-
ponent and part of the cost component
(where fee schedules are lacking) are
based on actual practice rather than the
law on the books. This approach introduc-
es a degree of judgment by respondents
on what actual practice looks like. When
respondents provide different estimates
for components based on actual practice,
the indicator sets reported represent the
median values of several responses given

under the assumptions of the standard-
ized case.

Expert respondents

For Doing Business in the European Union
2021: Austria, Belgium and the Netherlands,
more than 550 professionals across the
three economies assisted in providing the
data that inform the five areas covered.
All private professionals were indepen-
dently recruited by the Subnational Doing
Business team. The Subnational Doing
Business website and the acknowledg-
ments section of this report list the
names and credentials of those respon-
dents wishing to be acknowledged.

Selected on the basis of their expertise in
these areas, respondents are profession-
als who routinely administer or advise
on the legal and regulatory requirements
in the specific areas covered by Doing
Business in the European Union 2021:
Austria, Belgium and the Netherlands.
Because some indicator sets focus on
legal and regulatory arrangements, many
respondents are legal professionals
such as lawyers or notaries. Architects,
engineers, electrical contractors and
other professionals answered the ques-
tionnaires related to dealing with con-
struction permits and getting electricity.
Certain public officials (such as registrars
from the company or property registry,

customs officials, and staff of electrical
utilities) also provide information that is
incorporated into the indicator sets. Local
and national government officials and
judges also provided information that is
incorporated in the indicators.

The Doing Business approach is to work
with legal practitioners or other profes-
sionals who regularly undertake the
involved. Following the
standard methodological approach for
time-and-motion studies,” Doing Business
breaks down each process or transaction,
such as starting a business or register-
ing a building, into separate steps to
ensure a better estimate of time. The
time estimate for each step is given by
practitioners with significant and routine
experience in the transaction.

transactions

Government engagement

After analyzing laws and regulations
and conducting follow-up
with respondents for Doing Business in
the European Union 2021: Austria, Belgium
and the Netherlands, the Subnational Doing
Business team shared preliminary find-
ings of the report with governments and
public agencies operating at the national
and local levels. Through this process,
government authorities had the oppor-
tunity to comment on the preliminary
data, in meetings with World Bank Group
staff as well as in writing (“right of reply”
period). Having public officials discuss
and comment on the preliminary results
has proven to be an important activity,
not only to improve the quality of the
report but also to enhance the dialogue
between the local governments and the
World Bank Group at the subnational
level.

interviews

World Bank internal review
process

Once the team has finalized the indica-
tors, the team prepares a draft report
that includes the data findings and
analysis. Technical experts that work
on the respective indicator areas within
the World Bank Group review the text.
The full draft report then undergoes an
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internal peer review within the World
Bank before it is finalized.

USES OF THE DOING
BUSINESS DATA

Doing Business was designed with two
main types of users in mind: policy makers
and researchers. It is a tool that govern-
ments can use to design sound business
regulatory policies. Nevertheless, the
Doing Business data are limited in scope
and should be complemented with other
sources of information. Doing Business
focuses on a subset of business environ-
ment areas and on the particular case
studies analyzed. These areas and case
studies are chosen to be illustrative of
the business environment, but they do
not constitute a comprehensive descrip-
tion of that environment. By providing
a unique data set that enables analysis
aimed at better understanding the role of
business regulation in economic develop-
ment, Doing Business is also an important
source of information for researchers.

Governments and policy makers
Doing Business offers policy makers a
benchmarking tool useful in stimulating
policy debate, both by exposing potential
challenges and by identifying good prac-
tices and lessons learned. Despite the
narrow focus of the indicators, the initial
debate in an economy on the results they
highlight typically turns into a deeper
discussion on areas where business
regulatory reform is needed, including
areas well beyond those measured by
Doing Business. In economies where sub-
national studies are conducted, the Doing
Business indicator sets go one step further
in offering policy makers a tool to identify
good practices that can be adopted more
broadly within their economies.

The Doing Business indicators can be
considered "“actionable” For example,
governments can set the minimum
capital requirement for new firms, invest
in company and property registries to

increase their efficiency, or improve the

efficiency of tax administration by adopt-
ing the latest technology to facilitate the
preparation, filing and payment of taxes
by the business community. And they can
undertake court reforms to shorten delays
in the enforcement of contracts. But some
Doing Business indicators capture proce-
dures, time and costs that involve private
sector participants, such as lawyers,
notaries, architects, electricians or freight
forwarders. Governments may have little
influence in the short run over the fees
these professions charge, though much
can be achieved by strengthening profes-
sional licensing regimes and preventing
anticompetitive behavior.

Over the past decade, governments have
increasingly turned to Doing Business
as a repository of actionable, objective
data providing unique insights into good
practices worldwide. To ensure the
coordination of efforts across agencies,
nearly 90 economies have formed reform
committees. These committees use the
Doing Business indicator sets as one input
to inform their programs for improving
the business environment. Since 2003,
governments have reported more than
4,100 business reforms, 1,513 of which
have been informed by Doing Business.®

Many economies share knowledge on
the regulatory reform process related to
the areas measured by Doing Business.
Among the most common venues for
this knowledge sharing are peer-to-peer
learning events—workshops where offi-
cials from different governments across
a region or even across the globe meet
to discuss the challenges of regulatory
reform and to share their experiences.

Researchers

Doing Business data are widely used by
researchers in academia, think tanks,
international organizations and other
institutions. Since 2003, thousands of
empirical articles have utilized Doing
Business data or its conceptual framework
to analyze the impact of business regula-
tion on various economic outcomes.’

Indexes

Doing Business collects primary data
that are then used by more than 40
different projects to produce aggregate
data or indexes across several areas of
research.®© Most of these projects or
institutions use the indicator sets directly
to produce their own indexes and results;
others have developed independent
measures adopting a similar format. The
Heritage Foundation's Index of Economic
Freedom, for example, has used 22 Doing
Business indicators to measure the degree
of economic freedom in the world in
four areas: the rule of law, government
size, regulatory efficiency, and market
openness.”

Similarly, INSEAD uses Doing Business data
in its Global Talent Competitiveness Index
to demonstrate the importance of national
talent competitiveness  for
performance. It groups the variables into
talent enablers, attraction, growth, reten-
tion, and output in terms of vocational
and global knowledge skills. The World
Economic Forum uses most Doing Business
indicator sets in its indexes, including but
not limited to the Global Competitiveness
Index, Networked Readiness Index, and
Enabling Trade Index. These sources
incorporate the business environment
data generated by Doing Business into
the study of other important social and
economic issues across economies and

economic

regions.

NOTES

1. For 11 economies that had a population of
more than 100 million in 2013, Doing Business
also collects data for the second-largest
business city.

2. For the contracting with the government data,
see the Doing Business website (https./www
.doingbusiness.org/en/data/exploretopics
/contracting-with-the-government).

3. These papers are available on the Doing Business
website at http://www.doingbusiness.org
/methodology.

4. Friedrich Schneider, “The Informal Sector in
145 Countries” (Department of Economics,
University Linz, Linz, 2005). See also Rafael
La Porta and Andrei Shleifer, “The Unofficial
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Economy and Economic Development,” Tuck
School of Business Working Paper 2009-57
(Dartmouth College, Hanover, NH, 2008),
available at Social Science Research Network
(SSRN), http://ssrn.com/abstract=1304760.
In 2020, data collection visits by the Doing
Business team were not possible because of
the COVID-19 pandemic.

In 2020, data collection visits by the
Subnational Doing Business team were not
possible because of the COVID-19 pandemic.
Time-and-motion studies are based on the
measurement of the separate steps required
for completing a transaction or process with
the objective of establishing a standard time
for each performance. Doing Business applies
this approach in 7 of the 10 indicator sets

to record the time and cost necessary in
practice to complete a procedure, based on
standardized case study scenarios.

These are reforms for which Doing Business

is aware that information provided by Doing
Business was used in shaping the reform
agenda.

Since the publication of the first Doing Business
report in 2003, more than 3,700 research
articles discussing how regulation in the
areas measured by Doing Business influence
economic outcomes have been published in
peer-reviewed academic journals; 1,360 of
these are published in the top 100 journals.
Another 10,300 are published as working
papers, books, reports, dissertations or
research notes.

The projects or indexes using Doing Business
as a direct source of data are the following:
Citi and Imperial College London'’s Digital
Money Index; Cornell University and the
World Intellectual Property Organization's
Global Innovation Index (GII); DHL's Global
Connectedness Index (GCI); The Economist
Intelligence Unit's Automation Readiness
Index; Fraser Institute’s Economic Freedom of
the World (EFW) Index; Heritage Foundation's
Index of Economic Freedom (IEF); INSEAD's
Global Talent Competitiveness Index (GTCI);
International Institute for Management
Development's World Competitiveness
Yearbook; KPMG's Change Readiness Index
(CRD); Legatum Institute's Legatum Prosperity
Index; Millennium Challenge Corporation'’s
Open Data Catalog; Oxford University's
International Civil Service Effectiveness
(InCiSE) Index; PricewaterhouseCoopers’
"Paying Taxes 2020: The Changing Landscape
of Tax Policy and Administration across

190 Economies” report; TRACE's Bribery

Risk Matrix; U.S. Chamber of Commerce’s
Global Rule of Law and Business Dashboard;
University of Gothenburg's Quality of
Government (QoG) Standard Dataset; World
Economic Forum's Enabling Trade Index (ETI),
Global Competitiveness Index (GCI), Human
Capital Index (HCI); Networked Readiness
Index (NRI), and Travel and Tourism
Competitiveness Index (TTCI).

For more on the Heritage Foundation’s Index
of Economic Freedom, see the website at
http:/heritage.org/index.

: AUSTRIA, BELGIUM AND THE NETHERLANDS
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Data Notes

he indicators presented and

analyzed in Doing Business in the

European Union 2021: Austria,
Belgium and the Netherlands measure
business regulation, the quality and
strength of legal frameworks, the protec-
tion of property rights—and their effect on
businesses, especially small and medium
domestic firms. First, the indicators docu-
ment the complexity of regulation, such
as the number of procedures to start a
business or to register a transfer of com-
mercial property. Second, they gauge the
time and cost to achieve a regulatory goal
or comply with regulation, such as the
time and cost to deal with construction
permits or enforce a contract. Third, they
measure the extent of legal protections of
property, for example, the protections of
property rights.

This report presents Doing Business indi-
cators for 24 cities in Austria, Belgium
and the Netherlands. The data for all
sets of indicators in Doing Business in the
European Union 2021: Austria, Belgium
and the Netherlands are current as of
December 31, 2020. The data for 188
other economies used for comparison are
based on the indicators in Doing Business
2021, the 18th in a series of annual reports
published by the World Bank Group.

METHODOLOGY

The data for Doing Business in the European
Union 2021: Austria, Belgium and the
Netherlands were collected in a standard-
ized way. To start, the team customized
the Doing Business questionnaires for the

specific study and translated them into
Dutch, Flemish, French, and German.
The questionnaire uses a simple busi-
ness case to ensure comparability across
locations and economies and over time—
with assumptions about the legal form of
the business, its size, its location and the
nature of its operations.

Questionnaires were administered to
more than 550 local experts, including
lawyers, business consultants, architects,
engineers, notaries, magistrates, govern-
ment officials and other professionals
routinely administering or advising on
legal and regulatory requirements. These
experts have several rounds of interaction
with the project team, involving confer-
ence calls, written correspondence and
visits by the team. Team members visited
all 24 locations, some several times, to
verify data and recruit respondents. The
data from questionnaires were subjected
to numerous rounds of verification, lead-
ing to revisions or expansions of the
information collected.

The Doing Business methodology offers
several advantages. It is transparent,
using factual information about what
laws and regulations say and allowing
multiple interactions with local respon-
dents to clarify potential misinterpreta-
tions of questions. Having representative
samples of respondents is not an issue;
Doing Business is not a statistical survey,
and the texts of the relevant laws and
regulations are collected and answers
checked for accuracy. The methodology
is easily replicable, so data can be col-
lected in a large sample of economies.

DATA NOTES

Because standard assumptions are used
in the data collection, comparisons and
benchmarks are valid across economies.
Finally, the data not only highlight the
extent of specific regulatory obstacles
to business but also identify their source
and point to what might be reformed.

LIMITS TO WHAT IS
MEASURED

The Doing Business methodology has limi-
tations that should be considered when
interpreting the data. First, the data often
focus on a specific business form—gener-
ally a limited liability company (or its legal
equivalent) of a specified size—and may
not be representative of the regulation
on other businesses (for example, sole
proprietorships). Second, transactions
described in a standardized case scenario
refer to a specific set of issues and may
not represent the full set of issues that a
business encounters. Third, the measures
of time involve an element of judg-
ment by the expert respondents. When
sources indicate different estimates, the
time indicators reported in Doing Business
represent the median values of several
responses given under the assumptions
of the standardized case.

Finally, the methodology assumes that a
business has full information on what is
required and does not waste time when
completing procedures. In practice, com-
pleting a procedure may take longer if the
business lacks information or is unable
to follow up promptly. Alternatively,
the business may choose to disregard
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Economy characteristics

Gross national income per capita

Doing Business in the European Union 2021: Austria, Belgium and the Netherlands reports 2019 income per capita as published
in the World Bank's World Development Indicators. Income is calculated using the Atlas method (in current U.S. dollars). For
cost indicators expressed as a percentage of income per capita, 2019 gross national income (GNI) per capita in current U.S.
dollars is used as the denominator. Austria’s income per capita for 2018 is $ 51,300 (EUR 44,871), Belgium's is $47,350
(EUR 41,339) and the Netherlands' is $53,200 (EUR 47,010).

Region and income group

Doing Business uses the World Bank regional and income group classifications, available at https://datahelpdesk.worldbank

.org/knowledgebase/articles/906519.

Exchange rates

The exchange rate for the U.S. dollar used in Doing Business in the European Union 2021: Austria, Belgium and the Netherlands is:

$1=EUR0.87.

some burdensome procedures. For both
reasons the time delays reported in Doing
Business would differ from the recollec-
tion of entrepreneurs reported in the
World Bank Enterprise Surveys or other
firm-level surveys.

STARTING A BUSINESS

Doing Business records all procedures
officially required, or commonly done in
practice, for an entrepreneur to start up
and formally operate an industrial or com-
mercial business, as well as the time and
cost to complete these procedures and
the paid-in minimum capital requirement
(figure 6.1). These procedures include the
processes entrepreneurs undergo when
obtaining all necessary approvals, licens-
es, permits and completing any required
notifications, verifications or inscriptions
for the company and employees with
relevant authorities.

The ranking of locations on the ease of
starting a business is determined by sort-
ing their scores for starting a business.
These scores are the simple average of
the scores for each of the component
indicators (figure 6.2).

Two types of local limited liability compa-
nies are considered under the starting a
business methodology. They are identical

in all aspects, except that one company
is owned by five married women and the
other by five married men. The score for
each indicator is the average of the scores
obtained for each of the component
indicators for both of these standardized
companies.

After a study of laws, regulations and
publicly available information on busi-
ness entry, a detailed list of procedures is
developed, along with the time and cost
to comply with each procedure under nor-
mal circumstances and the paid-in mini-
mum capital requirement. Subsequently,
local incorporation lawyers, notaries and

government officials review and verify
the data.

Information is also collected on the
sequence in which procedures are to
be completed and whether procedures
may be carried out simultaneously. It is
assumed that any required information
is readily available and that the entre-
preneur will pay no bribes. If answers
by local experts differ, inquiries continue
until the data are reconciled.

To make the data comparable across
locations, several assumptions about the
businesses and the procedures are used.

FIGURE 6.1

What are the time, cost, paid-in minimum capital and number of

procedures to get a local limited liability company up and running?

Cost
(% of income per capita)

A

I—y Formal operation
Paid-in T $ .
minimum __ Number of
capital _ procedures
Entrepreneur .
Time
Preregistration - (days)

Registration,

* Postregistration

incorporation
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FIGURE 6.2 Starting a business: getting
a local limited liability company up and
running

Rankings are based on scores
for four indicators

25% Time
Preregistration,
registration and
postregistration
(in calendar days)

N

25% Cost

As % of income
per capita, no
bribes included

12.5%

o

25% Procedures

Procedures are
completed when
final document
is received

N\

25% Paid-in

minimum capital

Funds deposited in a
bank or with a notary
before registration (or
up to three months after
incorporation), as %

of income per capita

Assumptions about the business
The business:

® |s a limited liability company (or its
legal equivalent). If there is more than
one type of limited liability company
in the economy, the limited liability
form most common among domestic
firms is chosen. Information on the
most common form is obtained from
incorporation lawyers or the statisti-
cal office.
Operates in the selected city.
Performs general industrial or com-
mercial activities such as the produc-
tion or sale to the public of goods
or services. The business does not
perform foreign trade activities and
does not handle products subject to a
special tax regime, for example, liqguor
or tobacco. It is not using heavily pol-
luting production processes.
= Does not qualify for investment
incentives or any special benefits.

Is 100% domestically owned.

Has five business owners, none of
whom is a legal entity. One busi-
ness owner holds 30% of the com-
pany shares, two owners have 20%
of shares each, and two owners have
15% of shares each.

Is managed by one local director.

Has between 10 and 50 employees
one month after the commencement
of operations, all of them domestic
nationals.

® Has start-up capital of 10 times
income per capita.

Has an estimated turnover of at least
100 times income per capita.

Leases the commercial plant or offices
and is not a proprietor of real estate.
® Has an annual lease for the office

space equivalent to one income per

capita.

Is in an office space of approximately

929 square meters (10,000 square

feet).

® Has a company deed that is 10 pages
long.

The owners:

® Have reached the legal age of majority
and are capable of making decisions
as an adult. If there is no legal age of
majority, they are assumed to be 30
years old.
Are in good health and have no crimi-
nal record.
= Are married, the marriage is
monogamous and registered with the
authorities.
Where the answer differs according
to the legal system applicable to the
woman or man in question (as may
be the case in economies where there

is legal plurality), the answer used will
be the one that applies to the majority
of the population.

Procedures

A procedure is defined as any interaction
of the company founders with external
parties (for example, government agen-
cies, lawyers, auditors or notaries) or
spouses (if legally required). Interactions
between company founders or company
officers and employees are not counted
as procedures. Procedures that must be
completed in the same building but in dif-
ferent offices or at different counters are
counted as separate procedures. If found-
ers have to visit the same office several
times for different sequential procedures,

DATA NOTES

each is counted separately. The founders
are assumed to complete all procedures
themselves, without middlemen, facilita-
tors, accountants or lawyers, unless the
use of such a third party is mandated by
law or solicited by the majority of entre-
preneurs. If the services of professionals
are required, procedures conducted by
such professionals on behalf of the com-
pany are counted as separate procedures.
Each electronic procedure is counted as a
separate procedure.

Approvals from spouses to own a busi-
ness or leave the home are considered
procedures if required by law or if by
failing to obtain such approval the spouse
will suffer consequences under the law,
such as the loss of right to financial
maintenance. Obtaining permissions
only required by one gender for company
registration and operation, or getting
additional documents only required by
one gender for a national identification
card are considered additional proce-
dures. In that case, only procedures
required for one spouse but not the other
are counted. Both pre- and post-incor-
poration procedures that are officially
required or commonly done in practice
for an entrepreneur to formally operate a
business are recorded (table 6.1).
Procedures required for official cor-
respondence or transactions with public
agencies are also included. For example,
if a company seal or stamp is required
on official documents, such as tax dec-
larations, obtaining the seal or stamp is
counted. Similarly, if a company must
open a bank account in order to complete
any subsequent procedure—such as reg-
istering for value added tax or showing
proof of minimum capital deposit—this
transaction is included as a procedure.
Shortcuts are counted only if they fulfill
four criteria: they are legal, they are avail-
able to the general public, they are used
by the majority of companies, and avoid-
ing them causes delays.

Only procedures required for all busi-
nesses are included. Industry-specific
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TABLE 6.1 What do the starting

a business indicators measure?

Procedures to legally start and formally
operate a company (number)

Preregistration (for example, name verification or
reservation, notarization)

Registration in the selected city

Postregistration (for example, social security
registration, company seal)

Obtaining approval from spouse to start a
business, to leave the home to register the
company, or to open a bank account

Obtaining any gender-specific document for
company registration and operation, national
identification card or the opening of a bank
account

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day

(two procedures cannot start on the same day)—
though procedures that can be fully completed
online are an exception to this rule

Registration process considered completed once
final incorporation document is received or
company can officially start operating

No prior contact with officials takes place

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

No professional fees unless services required by
law or commonly used in practice

Paid-in minimum capital (% of income per
capita)

Funds deposited in a bank or with a notary
before registration (or up to three months after
incorporation)

procedures are excluded. For example,
procedures to comply with environmental
regulations are included only when they
apply to all businesses conducting gen-
eral commercial or industrial activities.
Procedures that the company undergoes
to connect to electricity, water, gas and
waste disposal services are not included
in the starting a business indicators.

Time

Time is recorded in calendar days. The
measure captures the median duration
that incorporation lawyers or notaries
indicate is necessary in practice to com-
plete a procedure with minimum follow-
up with government agencies and no
unofficial payments. It is assumed that the

minimum time required for each proce-
dure is one day, except for procedures that
can be fully completed online, for which
the minimum time required is recorded as
half a day. Although procedures may take
place simultaneously, they cannot start
on the same day (that is, simultaneous
procedures start on consecutive days). A
registration process is considered com-
pleted once the company has received the
final incorporation document or can offi-
cially commence business operations. If
a procedure can be accelerated legally for
an additional cost, the fastest procedure
is chosen if that option is more beneficial
to the location’s score. When obtaining
a spouse's approval, it is assumed that
permission is granted at no additional cost
unless the permission needs to be nota-
rized. It is assumed that the entrepreneur
does not waste time and commits to com-
pleting each remaining procedure without
delay. The time spent by the entrepreneur
preparing information to fill in forms is not
measured. It is assumed that the entre-
preneur is aware of all entry requirements
and their sequence from the beginning but
has had no prior contact with any of the
officials involved.

Cost

Cost is recorded as a percentage of the
economy's income per capita. It includes
all official fees and fees for legal or profes-
sional services if such services are required
by law or commonly used in practice. Fees
for purchasing and legalizing company
books are included if these transactions
are required by law. Although value added
tax registration can be counted as a sepa-
rate procedure, value added tax is not part
of the incorporation cost. The company
law, the commercial code and specific
regulations and fee schedules are used
as sources for calculating costs. In the
absence of fee schedules, a government
officer's estimate is taken as an official
source. In the absence of a government
officer's estimate, estimates by incorpora-
tion experts are used. If several incorpora-
tion experts provide different estimates,
the median reported value is applied. In all
cases the cost excludes bribes.

Paid-in minimum capital

The paid-in minimum capital requirement
reflects the amount that the entrepreneur
needs to deposit in a bank or with a third
party (for example, a notary) before
registration or up to three months after
incorporation. It is recorded as a percent-
age of the economy’s income per capita.
The amount is typically specified in the
commercial code or the company law.
The legal provision needs to be adopted,
enforced and fully implemented. Any legal
limitation of the company’s operations or
decisions related to the payment of the
minimum capital requirement is recorded.
In case the legal minimum capital is
provided per share, it is multiplied by the
number of shareholders owning the com-
pany. Many economies require minimum
capital but allow businesses to pay only a
part of it before registration, with the rest
to be paid after the first year of operation.
In El Salvador in May 2020, for example,
the minimum capital requirement was
$2,000, of which 5% needed to be paid
before registration. Therefore, the paid-in
minimum capital recorded for El Salvador
is $100, or 2.5% of income per capita.

The data details on starting a business can
be found at http,//www.doingbusiness
.org. This methodology was developed by
Simeon Djankov, Rafael La Porta, Florencio
Ldpez-de-Silanes and Andrei Shleifer (“The
Regulation of Entry,” Quarterly Journal of
Economics 117, no. 1 [2002]: 1-37) and is
adopted here with minor changes.

DEALING WITH
CONSTRUCTION PERMITS

Doing Business records all procedures
required for a business in the construc-
tion industry to build a warehouse, along
with the time and cost to complete each
procedure. In addition, Doing Business
measures the building quality control index,
evaluating the quality of building regula-
tions, the strength of quality control and
safety mechanisms, liability and insurance
and professional certification

Information is collected

regimes,
requirements.
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through a questionnaire administered to
experts in construction licensing, including
architects, civil engineers, construction
lawyers, construction firms, utility service
providers, and public officials who deal with
building regulations, including approvals,
permit issuance and inspections.

The ranking of locations on the ease
of dealing with construction permits is
determined by sorting their scores for
dealing with construction permits. These
scores are the simple average of the
scores for each of the component indica-
tors (figure 6.3).

EFFICIENCY OF
CONSTRUCTION PERMITTING

Doing Business divides the process of build-
ing a warehouse into distinct procedures
in the questionnaire and solicits data for
calculating the time and cost to complete
each procedure (figure 6.4). These proce-
dures include, but are not limited to:
= Obtaining all plans and surveys required
by the architect and the engineer to
start the design of the building plans
(for example, topographical surveys,
location maps or soil tests).
® Obtaining and submitting all rel-
evant project-specific documents (for

FIGURE 6.3 Dealing with construction
permits: efficiency and quality of building
regulation

Rankings are based on scores
for four indicators

Days to comply
with formalities
to build a
warehouse

Cost to comply
with formalities,
as % of
warehouse value

Steps to comply
with formalities;
completed when
final document is
received

Quality of building
regulation and its
implementation

DATA NOTES

FIGURE 6.4 What are the time, cost and number of procedures to comply with

formalities to build a warehouse?

Cost
(% of warehouse value)

A

N Completed
Number of :
procedures
A business in the
construction
industry . Time
Preconstruction * Construction Postconstruction (days)
and utilities

example, building plans, site maps
and certificates of urbanism) to the
authorities.

® Hiring external third-party supervi-
sors, consultants, engineers or
inspectors (if necessary).

= Obtaining all necessary clearances,
licenses, permits and certificates.

= Submitting all required notifications
for the start and end of construction
and for inspections.

® Requesting and receiving all neces-
sary inspections (unless completed by
a hired private, third-party inspector).

Doing Business also records procedures
for obtaining connections for water and
sewerage. Procedures necessary to regis-
ter the warehouse so that it can be used
as collateral or transferred to another
entity are also counted.

To make the data comparable across loca-
tions, several assumptions about the con-
struction company, the warehouse project
and the utility connections are used.

Assumptions about the
construction company
The construction company (BuildCo):
® |s a limited liability company (or its
legal equivalent).
= Operates in the selected city.
= |s 100% domestically and privately
owned.

= Has five owners, none of whom is a
legal entity.

= |s fully licensed and insured to carry
out construction projects, such as
building warehouses.

® Has 60 builders and other employees,
all of them nationals with the techni-
cal expertise and professional experi-
ence necessary to obtain construction
permits and approvals.

® Has a licensed architect and a

licensed engineer, both registered

with the local association of archi-

tects or engineers, where applicable.

BuildCo is not assumed to have any

other employees who are technical or

licensed specialists, such as geologi-

cal or topographical experts.

Has paid all taxes and taken out all

necessary insurance applicable to

its general business activity (for

example, accidental

construction workers and

person liability).

= Owns the land on which the ware-
house will be built and will sell the

insurance for
third-

warehouse upon its completion.

Assumptions about the
warehouse
The warehouse:
= Will be used for general storage
activities, such as storage of books or
stationery. The warehouse will not be
used for any goods requiring special
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conditions, such as food, chemicals,
or pharmaceuticals.

= \Will have two stories, both above
ground, with a total constructed area
of approximately 1,300.6 square
meters (14,000 square feet). Each
floor will be 3 meters (9 feet, 10
inches) high.

= Will have road access and be located
in the periurban area of the selected
city (that is, on the fringes of the city
but still within its official limits).

= Will not be located in a special eco-
nomic or industrial zone.

= Will be located on a land plot of
approximately 929 square meters
(10,000 square feet) that is 100%
owned by BuildCo and is accurately
registered in the cadastre and land
registry where freehold titles exist.
However, when the land is owned by
the government and leased by BuildCo,
it is assumed that BuildCo. will register
the land in the cadastre or land registry
or both, whichever is applicable, at the
completion of the warehouse.

® |s valued at 50 times income per
capita.

= Will be a new construction (with no
previous construction on the land),
with no trees, natural water sources,
natural reserves, or historical monu-
ments of any kind on the plot.

= Will have complete architectural and
technical plans prepared by a licensed
architect and a licensed engineer. If
preparation of the plans requires such
steps as obtaining further documen-
tation or getting prior approvals from
external agencies, these are counted
as separate procedures.

= Will include all technical equipment
required to be fully operational.

= Will take 30 weeks to construct
(excluding all delays due to adminis-
trative and regulatory requirements).

Assumptions about the utility
connections
The water and sewerage connections:
= Will be 150 meters (492 feet) from the
existing water source and sewer tap. If
there is no water delivery infrastructure

in the location, a borehole will be dug.
If there is no sewerage infrastructure,
a septic tank in the smallest size avail-
able will be installed or built.

= Will not require water for fire protec-
tion reasons; a fire extinguishing
system (dry system) will be used
instead. If a wet fire protection system
is required by law, it is assumed that
the water demand specified below
also covers the water needed for fire
protection.

= Will have an average water use of
662 liters (175 gallons) a day and an
average wastewater flow of 568 liters
(150 gallons) a day. Will have a peak
water use of 1,325 liters (350 gallons)
a day and a peak wastewater flow of
1136 liters (300 gallons) a day.

= Will have a constant level of water
demand and wastewater flow
throughout the year.

= Connection pipes will be 1 inch in
diameter for water and 4 inches in
diameter for sewerage.

Procedures

A procedure is any interaction of the
building company's employees, manag-
ers, or any party acting on behalf of the
company with external parties, including
government agencies, notaries, the land
registry, the cadastre, utility companies,
public inspectors, and the hiring of
external private inspectors and techni-
cal experts where needed. Interactions
between company employees, such as
development of the warehouse plans and
inspections by the in-house engineer, are
not counted as procedures. However,
interactions with external parties that
are required for the architect to prepare
the plans and drawings (such as obtain-
ing topographic or geological surveys),
or to have such documents approved
or stamped by external parties, are
counted as procedures. Procedures that
the company undergoes to connect
the warehouse to water and sewerage
are included. All procedures that are
legally required and done in practice
by the majority of companies to build
a warehouse are recorded, even if they

may be avoided in exceptional cases.
For example, obtaining technical condi-
tions for electricity or a clearance of the
electrical plans are counted as separate
procedures if they are required for obtain-
ing a building permit (table 6.2).

Time

Time is recorded in calendar days. The
measure captures the median duration
that local experts indicate is necessary
to complete a procedure in practice. It is
assumed that the minimum time required
for each procedure is one day, except for
procedures that can be fully completed
online, for which the time required is
recorded as half a day. Although proce-
dures may take place simultaneously,
they cannot start on the same day (that
is, simultaneous procedures start on con-
secutive days), again with the exception
of procedures that can be fully completed
online. If a procedure can be accelerated
legally for an additional cost, the fastest
procedure is chosen if that option is more
beneficial to the location's score. It is

TABLE 6.2 What do the indicators on

the efficiency of construction permitting
measure?

Procedures to legally build a warehouse
(number)

Submitting all relevant documents and obtaining
all necessary clearances, licenses, permits and
certificates

Submitting all required notifications and receiving
all necessary inspections

Obtaining utility connections for water and
sewerage

Registering the warehouse after its completion
(if required for use as collateral or for transfer of
the warehouse)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day—
though procedures that can be fully completed
online are an exception to this rule

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each procedure
(% of warehouse value)

Official costs only, no bribes
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assumed that BuildCo does not waste
time and commits to completing each
remaining procedure without delay. The
time that BuildCo spends on gathering
information is not taken into account. It
is assumed that BuildCo follows all build-
ing requirements and their sequence as
required.

Cost

Cost is recorded as a percentage of the
warehouse value (assumed to be 50
times income per capita). Only official
costs are recorded. All fees associated
with completing the procedures to legally
build a warehouse are recorded, including
those associated with obtaining land use
approvals and preconstruction design
clearances; receiving inspections before,
during, and after construction; obtain-
ing utility connections; and registering
the warehouse at the property registry.
Nonrecurring taxes required for the
completion of the warehouse project are
also recorded. Sales taxes (such as value
added tax) or capital gains taxes are not
recorded. Nor are deposits that must be
paid up front and are later refunded. The
building code, information from local
experts, specific regulations and fee
schedules are used as sources for costs.
If several local partners provide different
estimates, the median reported value is
used.

BUILDING QUALITY CONTROL

The building quality control index is
based on six indices—the quality of
building regulations, quality control
before, during and after construction,
liability and regimes, and
professional certifications indices (table
6.3). The indicator is based on the same
case study assumptions as the measures
of efficiency.

insurance

Quality of building regulations
index
The quality of building regulations index
has two components:
= \Whether building regulations are eas-
ily accessible. A score of 1is assigned

if building regulations (including the
building code) or regulations dealing
with construction permits are avail-
able on a website that is updated as
new regulations are passed; 0.5 if the
building regulations are available free
of charge (or for a nominal fee) at the
relevant permit-issuing authority; O if
the building regulations must be pur-
chased or if they are not made easily
accessible anywhere.

Whether the requirements for obtain-
ing a building permit are clearly
specified. A score of 1is assigned if
the building regulations (including
the building code) or any acces-
sible website, brochure, or pamphlet
clearly specifies the list of required
documents to submit, the fees to be
paid, and all required preapprovals
of the drawings (example: electrical,
water and sewerage, environmental)
or plans by the relevant agencies; O if
none of these sources specify any of
these requirements or if these sources
specify fewer than the three require-
ments mentioned above.

The index ranges from O to 2, with higher
values indicating clearer and more trans-
parent building regulations. In Malta, for
example, all relevant legislation can be
found on an official government website
(ascore of 1). The legislation specifies the
list of required documents to submit, the
fees to be paid, and all required preap-
provals of the drawings or plans by the
relevant agencies (a score of 1). Adding
these numbers gives Malta a score of
2 on the quality of building regulations
index.

Quality control before

construction index

The quality control before construction

index has one component:

= \Whether by law, a licensed architect

or licensed engineer is part of the
committee or team that reviews and
approves building permit applications
and whether that person has the
authority to refuse an application if
the plans are not in conformity with

DATA NOTES

TABLE 6.3 What do the indicators on

building quality control measure?

Quality of building regulations index (0-2)

Accessibility of building regulations (0-1)

Clarity of requirements for obtaining a building
permit (0-1)

Quality control before construction index (0-1)

Whether licensed or technical experts approve
building plans (0-1)

Quality control during construction index (0-3)

Types of inspections legally mandated during
construction (0-2)

Implementation of legally mandated inspections
in practice (0-1)

Quality control after construction index (0-3)

Final inspection legally mandated after
construction (0-2)

Implementation of legally mandated final
inspection in practice (0-1)

Liability and insurance regimes index (0-2)

Parties held legally liable for structural flaws after
building occupancy (0-1)

Parties legally mandated to obtain insurance to
cover structural flaws after building occupancy or
insurance commonly obtained in practice (0-1)

Professional certifications index (0—4)

Qualification requirements for individual who
approves building plans (0-2)

Qualification requirements for individual who
supervises construction or conducts inspections
(0-1)

Building quality control index (0-15)

Sum of the quality of building regulations, quality
control before construction, quality control during
construction, quality control after construction,
liability and insurance regimes, and professional
certifications indices

regulations. A score of 1 is assigned
if the national association of archi-
tects or engineers (or its equivalent)
must review the building plans, if an
independent firm or expert who is a
licensed architect or engineer must
review the plans, if the architect or
engineer who prepared the plans
must submit an attestation to the
permit-issuing authority stating that
the plans are in compliance with the
building regulations or if a licensed
architect or engineer is part of the
committee or team that approves the
plans at the relevant permit-issuing
authority; O if no licensed architect or
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engineer is involved in the review of
the plans to ensure their compliance
with building regulations.

The index ranges from O to 1, with higher
values indicating better quality control in
the review of the building plans. In the
Arab Republic of Egypt, for example, the
city hall in Cairo must review the building
permit application, including the plans
and drawings, and a licensed architect is
part of the team that reviews the plans
and drawings. Egypt, therefore, receives
a score of 1 on the quality control before
construction index.

Quality control during

construction index

The quality control during construction

index has two components:

= \Whether inspections are mandated
by law during the construction pro-
cess. A score of 2 is assigned if (i) a
government agency is legally man-
dated to conduct technical inspec-
tions at different stages during the
construction or an in-house engineer
(that is, an employee of the building
company), an external supervising
engineer or firm is legally mandated
to conduct technical inspections at
different stages during the construc-
tion of the building and is required to
submit a detailed inspections report
at the completion of the construc-
tion; and (i) it is legally mandated
to conduct risk-based inspections. A
score of 1is assigned if a government
agency is legally mandated to conduct
only technical inspections at different
stages during the construction or
if an in-house engineer (that is, an
employee of the building company),
an external supervising engineer
or an external inspections firm is
legally mandated to conduct technical
inspections at different stages during
the construction of the building and is
required to submit a detailed inspec-
tions report at the completion of the
construction. A score of O is assigned
if a government agency is legally
mandated to conduct unscheduled

inspections, or if no technical inspec-
tions are mandated by law.

= \Whether inspections during con-
struction are implemented in practice.
A score of 1is assigned if the legally
mandated inspections during con-
struction always occur in practice; O
if the legally mandated inspections do
not occur in practice, if the inspections
occur most of the time but not always
or if inspections are not mandated by
law regardless of whether they com-
monly occur in practice.

The index ranges from O to 3, with higher
values indicating better quality control
during the construction process. In
Antigua and Barbuda, for example, the
Development Control Authority is legally
mandated to conduct phased inspections
under the Physical Planning Act of 2003
(a score of 1). However, the Development
Control Authority rarely conducts these
inspections in practice (a score of 0).
Adding these numbers gives Antigua and
Barbuda a score of 1on the quality control
during construction index.

Quality control after
construction index
The quality control after construction
index has two components:
= \Whether a final inspection is mandated
by law in order to verify that the build-
ing was built in compliance with the
approved plans and existing building
regulations. A score of 2 is assigned
if an in-house supervising engineer
(that is, an employee of the building
company), an external supervising
engineer or an external inspections firm
is legally mandated to verify that the
building has been built in accordance
with the approved plans and existing
building regulations, or if a government
agency is legally mandated to conduct a
final inspection upon completion of the
building; O if no final inspection is man-
dated by law after construction and no
third party is required to verify that the
building has been built in accordance
with the approved plans and existing
building regulations.

= \Whether the final inspection is imple-
mented in practice. A score of 1 is
assigned if the legally mandated final
inspection after construction always
occurs in practice or if a supervis-
ing engineer or firm attests that the
building has been built in accordance
with the approved plans and existing
building regulations; 0 if the legally
mandated final inspection does not
occur in practice, if the legally man-
dated final inspection occurs most of
the time but not always, or if a final
inspection is not mandated by law
regardless of whether or not it com-
monly occurs in practice.

The index ranges from O to 3, with higher
values indicating better quality control
after the construction process. In Haiti,
for example, the Municipality of Port-
au-Prince is legally mandated to conduct
a final inspection under the National
Building Code of 2012 (a score of 2).
However, the final inspection does not
occur in practice (a score of 0). Adding
these numbers gives Haiti a score of 2
on the quality control after construction
index.

Liability and insurance regimes

index

The liability and insurance regimes index

has two components:

= \Whether any parties involved in the

construction process are held legally
liable for latent defects such as struc-
tural flaws or problems in the building
onceitisinuse. A scoreof 1is assigned
if at least two of the following parties
are held legally liable for structural
flaws or problems in the building once
it is in use: the architect or engineer
who designed the plans for the build-
ing, the professional or agency that
conducted technical inspections, or
the construction company; 0.5 if only
one of the parties is held legally liable
for structural flaws or problems in the
building once it is in use; O if no party
is heldlegally liable for structural flaws
or problems in the building once it is
in use, if the project owner or investor
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is the only party held liable, if liability
is determined in court, or if liability is
stipulated in a contract.
= Whether any parties
the construction process is legally
required to obtain a latent defect
liability—or decennial (10 vyears)
liability—insurance policy to cover
possible structural flaws or problems
in the building once it is in use. A
score of 1is assigned if the architect
or engineer who designed the plans
for the building, the professional or
agency that conducted the technical
inspections, the construction com-
pany, or the project owner or investor
is required by law to obtain either a
decennial liability insurance policy
or a latent defect liability insurance
to cover possible structural flaws or
problems in the building once it is in
use or if a decennial liability insurance
policy or a latent defect liability insur-
ance is commonly obtained in practice
by the majority of any of these parties
even if not required by law. A score of
0 is assigned if no party is required
by law to obtain either a decennial
liability insurance or a latent defect
liability insurance, and such insurance
is not commonly obtained in practice
by any party, if the requirement to
obtain an insurance policy is stipu-
lated in a contract, if any party must
obtain a professional insurance or an
all risk insurance to cover the safety
of workers or any other defects dur-
ing construction but not a decennial
liability insurance or a latent defect
liability insurance that would cover

involved in

defects after the building is in use, or
if any party is required to pay for any
damages caused on their own without
having to obtain an insurance policy.

The index ranges from O to 2, with higher
values indicating more stringent latent
defect liability and insurance regimes.
In Madagascar, for example, under
article 1792 of the Civil Code both the
architect who designed the plans and the
construction company are legally held
liable for latent defects for a period of 10

years after the completion of the building
(a score of 1). However, there is no legal
requirement for any party to obtain a
decennial liability insurance policy to
cover structural defects, nor do most par-
ties obtain such insurance in practice (a
score of 0). Adding these numbers gives
Madagascar a score of 1 on the liability
and insurance regimes index.

Professional certifications index
The professional certifications index has
two components:

® The qualification requirements of the
professional responsible for verify-
ing that the architectural plans or
drawings are in compliance with the
building regulations. A score of 2 is
assigned if national or state regula-
tions mandate that the professional
must have a minimum number of
years of practical experience, must
have a university degree (a minimum
of a bachelor's) in architecture or
engineering, and must also either be
a registered member of the national
order (association) of architects or
engineers or pass a qualification exam.
A score of 1is assigned if national or
state regulations mandate that the
professional must have a university
degree (a minimum of a bachelor’s) in
architecture or engineering and must
also either have a minimum number
of years of practical experience or be
a registered member of the national
order (association) of architects or
engineers or pass a qualification
exam. A score of O is assigned if
national or state regulations mandate
that the professional must meet only
one of the above requirements, if they
mandate that the professional must
meet two of the requirements but nei-
ther of the two is to have a university
degree, or if no national or state regu-
lation determines the professional’s
qualification requirements.
The qualification requirements of the
professional who conducts the tech-
nical inspections during construction.
A score of 2 is assigned if national or
state regulations mandate that the

DATA NOTES

professional must have a minimum
number of years of practical experi-
ence, must have a university degree
(a minimum of a bachelor's) in
engineering, and must also either be
a registered member of the national
order of engineers or pass a qualifica-
tion exam. A score of 1is assigned if
national or state regulations mandate
that the professional must have a
university degree (a minimum of a
bachelor's) in engineering and must
also either have a minimum number
of years of practical experience or be
a registered member of the national
order (association) of engineers or
pass a qualification exam. A score
of O is assigned if national or state
regulations mandate that the profes-
sional must meet only one of the
requirements, if they mandate that
the professional must meet two of
the requirements but neither of the
two is to have a university degree, or if
no national or state regulation deter-
mines the professional’s qualification
requirements.

The index ranges from O to 4, with higher
values indicating stricter professional
certification requirements. In Albania,
for example, the professional conducting
technical inspections during construc-
tion must have a minimum number of
years of experience, a relevant university
degree and must be a registered architect
or engineer (a score of 2). However, the
professional responsible for verifying that
the architectural plans or drawings are
in compliance with building regulations
must only have a minimum number of
years of experience and a university
degree in architecture or engineering (a
score of 1). Adding these numbers gives
Albania a score of 3 on the professional
certifications index.

Building quality control index

The building quality control index is
the sum of the scores on the quality
of building regulations, quality control
before construction, quality control dur-
ing construction, quality control after
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construction, liability and insurance
regimes, and professional certifications
indices. The index ranges from O to 15,
with higher values indicating better qual-
ity control and safety mechanisms in the

construction regulatory system.

The data details on dealing with construc-
tion permits can be found at http.,/www
.doingbusiness.org.

GETTING ELECTRICITY

Doing Business records all procedures
required for a business to obtain a perma-
nent electricity connection and supply for
a standardized warehouse (figure 6.5).
These procedures include applications
and contracts with electricity utilities,
all necessary inspections and clearances
from the distribution utility as well as
other agencies, and the external and final
connection works. The questionnaire
divides the process of getting an electric-
ity connection into distinct procedures
and solicits data for calculating the time
and cost to complete each procedure.

In addition, Doing Business measures the
reliability of supply and transparency of
tariffs index (included in the aggregate
doing business score and ranking on
the ease of doing business) and the
price of electricity (omitted from these

aggregate measures). The reliability of
supply and transparency of tariffs index
encompasses quantitative data on the
duration and frequency of power outages
as well as qualitative information on the
mechanisms put in place by the utility for
monitoring power outages and restoring
power supply, the reporting relationship
between the utility and the regulator for
power outages, the transparency and
accessibility of tariffs and, lastly, whether
the utility faces a financial deterrent
aimed at limiting outages (such as a
requirement to compensate customers
or pay fines when outages exceed a
certain cap).

The ranking of locations on the ease of
getting electricity is determined by sort-
ing their scores for getting electricity.
These scores are the simple average of
the scores for all the component indica-
tors except the price of electricity (figure
6.6).

Data on the reliability of supply are col-
lected from the electricity distribution
utilities or regulators, depending upon the
specific technical nature of the data. The
rest of the information, including data on
transparency of tariffs and procedures
for obtaining electricity connection, are
collected from all market players—the
electricity distribution utility, electric-
ity regulatory agencies and independent

FIGURE 6.5 Doing Business measures the connection process at the level of

distribution utilities
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FIGURE 6.6  Getting electricity:
efficiency, reliability and transparency

Rankings are based on scores
for four indicators
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a design, complete
works, obtain approvals,
go through inspections, and reduce them;
install a meter and transparency of
sign a supply tariffs
contract

Power outages
and regulatory
mechanisms in
place to monitor

Note: The price of electricity is measured but does
not count for the rankings.

professionals such as electrical engineers,
electrical contractors and
tion companies. The distribution utility
consulted is the one serving the area (or
areas) where warehouses are most
commonly located. If there is a choice of
distribution utilities, the one serving the
largest number of customers is selected.

construc-

To make the data comparable across
locations, several assumptions about the
warehouse, the electricity connection
and the monthly consumption are used.

Assumptions about the
warehouse
The warehouse:

= |s owned by a local entrepreneur.

® |s|ocated in the selected city.

® |s |ocated in an area where similar
warehouses are typically located. In
this area a new electricity connection
is not eligible for a special investment
promotion regime (offering special
subsidization or faster service, for
example).
Is located in an area with no physical
constraints. For example, the property
is not near a railway.
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® |s anew construction and is being con-
nected to electricity for the first time.

= Has two stories, both above
ground, with a total surface area of
approximately 1,300.6 square meters
(14,000 square feet). The plot of
land on which it is built is 929 square
meters (10,000 square feet).

® |s used for storage of goods.

Assumptions about the
electricity connection
The electricity connection:

= |s a permanent one.

® |s a three-phase, four-wire Y con-
nection with a subscribed capacity
of 140-kilo-volt-ampere (kVA) with
a power factor of 1, when 1 kVA =1
kilowatt (kW).

Has a length of 150 meters. The con-
nection is to either the low- or medi-
um-voltage distribution network and
is either overhead or underground,
whichever is more common in the

area where the warehouse is located.
Requires works that
crossing of a 10-meter wide road (by
excavation, overhead lines) but are
all carried out on public land. There is
no crossing of other owners' private
property because the warehouse has
access to a road.

Includes only negligible length in the
customer’s private domain.

Does not require work to install the
internal wiring of the warehouse. This
has already been completed up to and
including the customer’s service panel
or switchboard and the meter base.

involve the

However, internal wiring inspections
and certifications that are prerequi-
sites to obtain a new connection are
counted as procedures.

Assumptions about the monthly
consumption for January
® |t is assumed that the warehouse
operates 30 days a month from 9:00
a.m.to 5:00 p.m. (8 hours a day), with
equipment utilized at 80% of capacity
on average and that there are no elec-
tricity cuts (assumed for simplicity
reasons).

= The monthly energy consumption is
26,880 kilowatt-hours (kWh); hourly
consumption is 112 kWh.

If multiple electricity suppliers exist,
the warehouse is served by the
cheapest supplier.

Tariffs effective in January of the
current year are used for calculation
of the price of electricity for the ware-
house. Although January has 31 days,
for calculation purposes only 30 days
are used.

Procedures

A procedure is defined as any interac-
tion of the company’'s employees or its
main electrician or electrical engineer
(that is, the one who may have done the
internal wiring) with external parties,
such as the electricity distribution utility,
electricity supply utilities, government
agencies, electrical contractors and
electrical
company employees and steps related to
the internal electrical wiring, such as the
design and execution of the internal elec-
trical installation plans, are not counted
as procedures. However, internal wiring
inspections and certifications that are
prerequisites to obtain a new connection
are counted as procedures. Procedures
that must be completed with the same
utility but with different departments are
counted separately (table 6.4).

firms. Interactions between

The company’'s employees are assumed
to complete all procedures themselves
unless the use of a third party is man-
dated (for example, if an electrician
registered with the utility is the only
party allowed to submit an application).
If the company can, but is not required
to request the services of professionals
(such as a private firm), procedures will
be counted for each interaction that is
commonly done in practice.

A procedure is always counted for the
external works—whether it is carried
out by the utility or a private contractor.
However, the external work procedure
and the meter installation can be counted
as one procedure provided two specific

DATA NOTES

TABLE 6.4 What do the getting

electricity indicators measure?

Procedures to obtain an electricity
connection (number)

Submitting all relevant documents and obtaining
all necessary clearances and permits

Completing all required notifications and
receiving all necessary inspections

Obtaining external installation works and
possibly purchasing material for these works

Concluding any necessary supply contract and
obtaining final supply

Time required to complete each procedure
(calendar days)

Is at least one calendar day

Each procedure starts on a separate day

Does not include time spent gathering
information

Reflects the time spent in practice, with little
follow-up and no prior contact with officials

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

Value added tax excluded

Reliability of supply and transparency of
tariffs index (0-8)

Duration and frequency of power outages (0-3)

Tools to monitor power outages (0—1)

Tools to restore power supply (0-1)

Regulatory monitoring of utilities” performance (0-1)

Financial deterrents aimed at limiting outages (0-1)

Transparency and accessibility of tariffs (0—1)

Price of electricity (cents per kilowatt-hour)

Price based on monthly bill for commercial
warehouse in case study

Note: While Doing Business measures the price

of electricity, it does not include these data when
calculating the distance to frontier score for getting
electricity or the ranking on the ease of getting
electricity.

conditions are met: (i) both the external
works and meter installation are carried
out by the same company or agency,
and (ii) there is no additional interaction
for the customer or its main contractor
between the external works and the meter
installation (such as, for example, a sup-
ply contract that needs to be signed or a
security deposit that needs to be paid).

If an internal wiring inspection—or a
related certification on the installation—
is needed to obtain a new connection,
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then it is counted as a procedure.
However, if an internal inspection and the
meter installation occur (i) at the same
time, and (ii) without additional follow up
or through a separate request, then these
are counted as one procedure.

Time

Time is recorded in calendar days. The
measure captures the median duration
that the electricity utility and experts indi-
cate is necessary in practice, rather than
required by law, to complete a procedure
with minimum follow-up and no extra
payments. It is assumed that the mini-
mum time required for each procedure is
one day. Although procedures may take
place simultaneously, they cannot start
on the same day (that is, simultaneous
procedures start on consecutive days).
It is assumed that the company does not
waste time and commits to completing
each remaining procedure without delay.
The time spent by an entrepreneur on
preparing information to fill in forms is
not measured. It is assumed that the
company is aware of all electricity con-
nection requirements and their sequence
from the beginning.

Cost

Cost is recorded as a percentage of the
economy's income per capita and is
exclusive of value added tax. All the fees
and costs associated with completing
the procedures to connect a warehouse
to electricity are recorded, including
those related to obtaining clearances
from government agencies, applying for
the connection, receiving inspections
of both the site and the internal wiring,
purchasing material, getting the actual
connection works and paying a security
deposit. Information from local experts
and specific regulations and fee sched-
ules are used as sources. If several local
partners provide different estimates,
the median reported value is used. In all
cases the cost excludes bribes.

Security deposit
Utilities may require security deposits as
a guarantee against the possible failure of

customers to pay their consumption bills.
For this reason, the security deposit for a
new customer is most often calculated
as a function of the customer's estimated
consumption.

Doing Business does not record the full
amount of the security deposit. If the
deposit is based on the customer's
actual consumption, this basis is the one
assumed in the case study. Rather than
the full amount of the security deposit,
Doing Business records the present value
of the losses in interest earnings expe-
rienced by the customer because the
utility holds the security deposit over a
prolonged period, in most cases until the
end of the contract (assumed to be after
five years). In cases where the security
deposit is used to cover the first monthly
consumption bills, it is not recorded. To
calculate the present value of the lost
interest earnings, the end-2018 lending
rates from the International Monetary
Fund's International Financial Statistics
are used. In cases where the security
deposit is returned with interest, the dif-
ference between the lending rate and
the interest paid by the utility is used to
calculate the present value.

In some economies, the security deposit
can be put up in the form of a bond: the
company can obtain from a bank or an
insurance company a guarantee issued
on the assets it holds with that financial
institution. In contrast to the scenario in
which the customer pays the deposit in
cash to the utility, in this case the com-
pany does not lose ownership control
over the full amount and can continue
using it. In return, the company will pay
the bank a commission for obtaining
the bond. The commission charged may
vary depending on the credit standing of
the company. The best possible credit
standing and thus the lowest possible
commission are assumed. Where a bond
can be put up, the value recorded for the
deposit is the annual commission times
the five years assumed to be the length
of the contract. If both options exist, the
cheaper alternative is recorded.

In Hong Kong SAR, China, a customer
requesting a 140-kVA electricity con-
nection in 2020 would have had to put
up a security deposit of 70,533 Hong
Kong dollars (approximately $9,100, the
amount for the connection under the
case study assumptions). This amount
could be paid in cash or check, and the
deposit would have been returned only
at the end of the contract. The customer
could instead have invested this money
at the prevailing lending rate of 511%.
Over the five years of the contract, pay-
ing this security deposit would imply a
present value of lost interest earnings of
15,519 Hong Kong dollars ($2,002). In
contrast, if the customer chose to settle
the deposit with a bank guarantee at an
annual rate of 1.5% of the amount of the
security deposit, the amount lost over the
five years would be 5,290 Hong Kong
dollars ($683). Given that in Hong Kong
SAR, China both options are available,
settling the deposit with a bank guaran-
tee is recorded, because it is the cheaper
alternative.

Reliability of supply and
transparency of tariffs index
Doing Business uses the system average
interruption duration index (SAIDI) and
the system average interruption frequen-
cy index (SAIFI) to measure the duration
and frequency of power outages in the
selected cities of each economy. SAIDI is
the average total duration of outages over
the course of a year for each customer
served, while SAIFI is the average num-
ber of service interruptions experienced
by a customer in a year. Annual data
(covering the calendar year) are collected
from distribution utility companies and
national regulators on SAIDI and SAIFI.
Both SAIDI and SAIFI estimates should
include planned and unplanned outages,
as well as load shedding.

A location is eligible to obtain a score
on the reliability of supply and transpar-
ency of tariffs index if it satisfies two
conditions. First, the utility must collect
data on all types of outages (measuring
the average total duration of outages
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per customer and the average number
of outages per customer). Second, the
SAIDI value must be below a threshold of
100 hours and the SAIFI value must be
under 100 outages.

A location is not eligible to obtain a score
if outages are too frequent or long-lasting
for the electricity supply to be considered
reliable—that is, if the SAIDI or the SAIFI
values exceed the determined thresholds.
A location is also not eligible to obtain
a score on the index if data on power
outages are not collected or collected
partially (for example, planned outages
or load shedding are not included in the
calculation of the SAIDI and SAIFI indi-
ces), and if the minimum outage time
considered for calculation of the SAIDI
and SAIFl indices is over 5 minutes.

For all locations that meet the criteria as
determined by Doing Business, a score on
the reliability of supply and transparency
of tariffs index is calculated on the basis
of the following six components:
= \What the SAIDI and SAIFI values are.
If SAIDI and SAIFI are 12 (equivalent
to an outage of one hour each month)
or below, a score of 1is assigned. If
SAIDI and SAIFI are 4 (equivalent
to an outage of one hour each quar-
ter) or below, 1 additional point is
assigned. Finally, if SAIDI and SAIFI
are 1 (equivalent to an outage of one
hour per year) or below, 1 more point
is assigned.
What tools are used by the distribu-
tion utility to monitor power out-
ages. A score of 1 is assigned if the
utility uses automated tools, such as
an Qutage/Incident Management
System (OMS/IMS) or Supervisory
Control and Data  Acquisition
(SCADA) system; O if it relies solely
on calls from customers, and records
and monitors outages manually.
= \What tools are used by the distribu-
tion utility to restore power supply. A
score of 1is assigned if the utility uses
automated tools, such as an OMS/
IMS or SCADA system; O if it relies
solely on manual resources for service

restoration, such as field crews or
maintenance personnel.

= \Whether a regulator—that is, a sepa-
rate and independent entity from the
utility—monitors the utility's perfor-
mance on reliability of supply. A score
of 1is assigned if the regulator per-
forms periodic or real-time reviews;
0 if it does not monitor power out-
ages and does not require the utility
to report on reliability of supply.

= \Whether financial deterrents exist to
limit outages. A score of 1is assigned
if the utility compensates customers
when outages exceed a certain cap,
if the utility is fined by the regulator
when outages exceed a certain cap or
if both these conditions are met; O if
no deterrent mechanism of any kind
is available.

= \Whether electricity tariffs are trans-
parent and easily available. A score
of 1is assigned if effective tariffs are
available online and customers are
notified of a change in tariff a full bill-
ing cycle (that is, one month) ahead
of time; O if not.

The index ranges from O to 8, with higher
values indicating greater reliability of
electricity supply and greater transpar-
ency of tariffs. In the United Kingdom,
for example, the distribution utility com-
pany UK Power Networks uses SAIDI and
SAIFI metrics to monitor and collect data
on power outages. In 2019, the average
total duration of power outages in London
was 0.24 hours per customer, and the
average number of outages experienced
by a customer was 0.12. Both SAIDI
and SAIFI are below the threshold and
indicate less than one outage a year per
customer, for a total duration of less than
one hour. Hence, the economy meets the
eligibility criteria for obtaining a score on
the index and receives a score of 3 on the
first component of the index. The utility
uses the automatic GE PowerOn Control
System to identify faults in the network
(a score of 1) and restore electricity
service (a score of 1). The Office of Gas
and Electricity Markets, an independent
national regulatory authority, actively
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reviews the utility’s performance in pro-
viding reliable electricity service (a score
of 1) and requires the utility to compen-
sate customers if outages last longer than
a maximum period defined by the regula-
tor (a score of 1). Customers are notified
of a change in tariffs ahead of the next
billing cycle and can easily check effec-
tive tariffs online (a score of 1). Adding
these numbers gives the United Kingdom
a total score of 8 on the reliability of sup-
ply and transparency of tariffs index.

In contrast, several economies receive a
score of O on the reliability of supply and
transparency of tariffs index. The reason
may be that outages occur more than
once a month, and none of the mecha-
nisms and tools measured by the index
is in place. An economy may also receive
a score of O if the SAIDI or SAIFI value
(or both) exceeds the threshold of 100,
or not all outages were considered when
calculating the indexes. In Chittagong,
Bangladesh, for example, the utility does
not include load shedding in the calcula-
tion of SAIDI and SAIFI indexes. Thus,
according to the established criteria,
Chittagong cannot receive a score on the
index even though there is an indepen-
dent regulator that monitors the utility’s
performance on the reliability of supply.

Price of electricity

Doing Business measures the price of
electricity but does not include these
data when calculating the score for get-
ting electricity. The data are available on
the Doing Business website (http:/www
.doingbusiness.org) for each economy
covered and are based on standardized
assumptions to ensure comparability
across economies.

The price of electricity is measured in
U.S. cents per kWh. A monthly electric-
ity consumption is assumed, for which
a monthly bill is then computed for a
warehouse based in the largest business
city of the economy for the month of
January 2020 (for 11 economies the data
are also collected for the second-largest
business city). As noted, the warehouse
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uses electricity 30 days a month, from
9:00 a.m. to 5:00 p.m.,, so different tariff
schedules may apply if a time-of-use
tariff is available.

The data details on getting electricity can be
found at http;//www.doingbusiness.org. The
initial methodology was developed by Carolin
Geginat and Rita Ramalho (“Electricity
Connections and Firm Performance in 183
Countries,” Global Indicators Group, World
Bank Group, Washington, DC, 2015) and is
adopted here with minor changes.

REGISTERING PROPERTY

Doing Business records the full sequence
of procedures necessary for a limited
liability company (the buyer) to purchase
a property from another business (the
seller) and to transfer the property title
to the buyer's name so that the buyer
can use the property for expanding its
business, as collateral in taking out new
loans or, if necessary, to sell the property
to another business. It also measures the
time and cost to complete each of these
procedures. Doing Business also measures
the quality of the land administration sys-
tem in each location. The quality of land
administration index has five dimensions:
reliability of infrastructure, transparency
of information, geographic coverage, land
dispute resolution and equal access to
property rights.

The ranking of locations on the ease of
registering property is determined by
sorting their scores for registering prop-
erty. These scores are the simple average
of the scores for each of the component
indicators (figure 6.7).

EFFICIENCY OF TRANSFERRING
PROPERTY

As recorded by Doing Business, the pro-
cess of transferring property starts with
obtaining the necessary documents,
such as a recent copy of the seller's
title if necessary, and conducting due
diligence as required. The transaction is

considered complete when it is oppos-
able to third parties, and when the buyer
can use the property for expanding his or
her business as collateral for a bank loan
or resell it (figure 6.8). Every procedure
required by law or necessary in practice is
included, whether it is the responsibility
of the seller or the buyer or must be com-
pleted by a third party on their behalf.
Local property lawyers, notaries and
property registries provide information
on procedures as well as the time and
cost to complete each of them.

To make the data comparable across
locations, several assumptions about the
parties to the transaction, the property
and the procedures are used.

Assumptions about the parties
The parties (buyer and seller):
= Are limited liability companies (or
their legal equivalent).
= Are located in the periurban (that is,
on the outskirts of the city but still
within its official limits) area of the
selected city.
= Are 100% domestically and privately
owned.
= Perform general commercial activities.

Assumptions about the property
The property:

® Has a value of 50 times income per
capita, which equals the sale price.

= |s fully owned by the seller.

® Has no mortgages attached and has
been under the same ownership for
the past 10 years.

® |s registered in the land registry or
cadastre, or both, and is free of title
disputes.

® |5 |ocated in a periurban commercial
zone (that is, on the outskirts of the
city but still within its official limits),
and no rezoning is required.

= Consists of land and a building. The
land area is 5574 square meters
(6,000 square feet). A two-story
warehouse of 929 square meters
(10,000 square feet) is located on the
land. The warehouse is 10 years old,
is in good condition, has no heating

FIGURE 6.7 Registering property:
efficiency and quality of land
administration system

Rankings are based on scores
for four indicators

Cost to transfer
property, as % of
property value

Days to transfer
property between two
local companies

AN

25%
Procedures

/

Steps to transfer
property so that it
can be sold or used
as collateral

Reliability,
transparency and
coverage of land
administration system;
protection against land
disputes; equal access
to property rights

system and complies with all safety
standards, building codes and other
legal requirements. The property,
consisting of land and a building, will
be transferred in its entirety.

= Will not be subject to renovations or
additional construction following the
purchase.

® Has no trees, natural water sources,
natural reserves or historical monu-
ments of any kind.

= Will not be used for special purposes,
and no special permits, such as for
residential use, industrial plants,
waste storage or certain types of agri-
cultural activities, are required.

® Has no occupants, and no other party
holds a legal interest in it.

Procedures

A procedure is defined as any interaction
of the buyer, the seller or their agents (if
an agent is legally or in practice required)
with external parties, including govern-
ment agencies, inspectors, public nota-
ries, architects, surveyors, among others.
Interactions between company officers
and employees are not considered. All
procedures that are legally or in practice
required for registering property are
recorded, even if they may be avoided in
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FIGURE 6.8 What are the time, cost and number of procedures required to transfer

property between two local companies?

Cost
(% of property value)

A Buyer can use
the property,
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Land & two-story procedures
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Seller with property
registered and no
title disputes Time
Preregistration :  Registration Postregistration (days)

exceptional cases (table 6.5). Each elec-
tronic procedure is counted as a separate
procedure. Payment of capital gains tax
can be counted as a separate procedure
but is excluded from the cost measure. If
a procedure can be accelerated legally for
an additional cost, the fastest procedure
is chosen if that option is more beneficial
to the location's score and if it is used
by the majority of property owners.
Although the buyer may use lawyers or
other professionals where necessary in
the registration process, it is assumed

TABLE 6.5 What do the indicators on

the efficiency of transferring property
measure?

Procedures to legally transfer title on
immovable property (number)

Preregistration procedures (for example, checking
for liens, notarizing sales agreement, paying
property transfer taxes)

Registration procedures in the selected city

Postregistration procedures (for example, filing
title with municipality)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day—
though procedures that can be fully completed
online are an exception to this rule

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each procedure
(% of property value)

Official costs only, no bribes

No value added or capital gains taxes included

that the buyer does not employ an out-
side facilitator in the registration process
unless legally or in practice required to do
so.

Time

Time is recorded in calendar days. The
measure captures the median duration
that property lawyers, notaries, or registry
officials indicate is necessary to complete
a procedure. It is assumed that the mini-
mum time required for each procedure is
one day, except for procedures that can
be fully completed online, for which the
minimum time required is recorded as
half a day. Although procedures may take
place simultaneously, they cannot start
on the same day (again except for proce-
dures that can be fully completed online).
For online cases, each simultaneous pro-
cedure starts half a day after the previous
one. It is assumed that the buyer does not
waste time and commits to completing
each remaining procedure without delay.
It is assumed that the parties involved
are aware of all requirements and their
sequence from the beginning. The time
spent preparing information to fill in
forms is not measured.

Cost

Cost is recorded as a percentage of
the property value, assumed to be
equivalent to 50 times income per
capita. Only official costs required by
law are recorded, including fees, transfer
taxes, stamp duties and any other pay-

ment to the property registry, notaries,

DATA NOTES

public agencies or lawyers. Other taxes,
such as capital gains tax or value added
tax (VAT), are excluded from the cost
measure. However, in locations where
transfer tax can be substituted by VAT,
transfer tax will be recorded instead.
Both costs borne by the buyer and the
seller are included. If cost estimates dif-
fer among sources, the median reported
value is used.

QUALITY OF LAND
ADMINISTRATION

The quality of land administration index
is composed of five other indices: the
reliability of infrastructure, transparency
of information, geographic coverage, land
dispute resolution and equal access to
property rights (table 6.6). Data are col-
lected for each of the selected cities.

Reliability of infrastructure
index
The reliability of infrastructure index has
six components:

® |n what format past and newly-issued
land records are kept at the immov-
able property registry of the selected
city. A score of 2 is assigned if the
land title certificates are fully digital;
1if scanned; O if kept in paper format.
Whether there is a comprehensive
and functional electronic database for
checking all encumbrances, charges
or privileges affecting a registered
property’s encumbrances. A score of
1is assigned if yes; O if no.
® |n what format past and newly-issued
cadastral plans are kept at the map-
ping agency of the selected city. A
score of 2 is assigned if the cadastral
plans are fully digital; 1if scanned; O if
kept in paper format.

Whether there is a geographic
information system (a fully digital
geographic representation of the land
plot)—an electronic database for
recording boundaries, checking plans
and providing cadastral information.
A score of 1is assigned if yes; O if no.
Whether the land ownership registry
and mapping agency are linked. A
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TABLE 6.6 What do the indicators on the quality of land administration measure?

Reliability of infrastructure index (0-8)

Type of system for archiving information on land ownership

Availability of electronic database to check for encumbrances

Type of system for archiving maps

Availability of geographic information system

Link between property ownership registry and mapping system

Transparency of information index (0-6)

Accessibility of information on land ownership

Accessibility of maps of land plots

Publication of fee schedules, lists of registration documents, service standards

Availability of a specific and separate mechanism for complaints

Publication of statistics about the number of property transactions

Geographic coverage index (0-8)

Coverage of land registry at the level of the selected location and the economy

Coverage of mapping agency at the level of the selected location and the economy

Land dispute resolution index (0-8)

Legal framework for immovable property registration

Mechanisms to prevent and resolve land disputes

Equal access to property rights index (-2-0)

Unequal ownership rights to property between unmarried men and women

Unequal ownership rights to property between married men and women

Quality of land administration index (0-30)

Sum of the reliability of infrastructure, transparency of information, geographic coverage, land dispute

resolution and equal access to property rights indices

score of 1 is assigned if information
about land ownership and maps is
kept in a single database or in linked
databases; O if there is no connection
between different databases.

= \Whether both the immovable prop-
erty registry and the mapping agency
use the same identification number
for properties. A score of 1is assigned
if yes; or O if no.

The index ranges from O to 8, with higher
values indicating a higher quality of
infrastructure for ensuring the reliabil-
ity of information on property titles and
boundaries. In Turkey, for example, the
land registry offices in Istanbul maintain
titles in a fully digital format (a score of
2) and have a fully electronic database
to check for encumbrances (a score of
1). The Cadastral Directorate offices in
Istanbul have fully digital maps (a score
of 2), and the Geographical Information

Directorate has a public portal allowing
users to check the plans and cadastral
information on parcels along with satel-
lite images (a score of 1). Databases
about land ownership and maps are
linked to each other through the TAKBIS
system, an integrated information system
for the land registry offices and cadastral
offices (a score of 1). Finally, there is a
unigue identifying number for properties
(a score of 1). Adding these numbers
gives Turkey a score of 8 on the reliability
of infrastructure index.

Transparency of information

index

The transparency of information index

has 10 components:

= \Whether information on land owner-
ship is made publicly available. A
score of 1 is assigned if information
on land ownership is accessible by
anyone; O if access is restricted.

Whether the list
required for completing all types of
property transactions is made publicly
available. A score of 0.5 is assigned
if the list of documents is accessible
online or on a public board; O if it is
not made available to the public or if it
can be obtained only in person.
Whether the fee schedule for complet-
ing all types of property transactions
is made easily available to the public.
A score of 0.5 is assigned if the fee
schedule is easily accessible online or
on a public board free of charge; O if it
is not made available to the public or if
it can be obtained only in person.
Whether the immovable property
agency formally specifies the time
frame to deliver a legally binding
document proving property owner-
ship. A score of 0.5 is assigned if such
service standard is accessible online
or on a public board; O if it is not made
available to the public or if it can be
obtained only in person.

Whether there is a specific and inde-
pendent mechanism for filing com-
plaints about a problem that occurred
at the agency in charge of immovable
property registration. A score of 1
is assigned if there is a specific and
independent mechanism for filing a
complaint; O if there is only a general
mechanism or no mechanism.
Whether there are publicly available
official statistics tracking the number
of transactions at the immovable
property registration agency in the
selected city. A score of 0.5 is assigned
if statistics are published about prop-
erty transfers in the selected city in the
past calendar year at the latest on May
1st of the following year; O if no such
statistics are made publicly available.
Whether cadastral plans are made
publicly available. A score of 0.5
is assigned if cadastral plans are
accessible by anyone; a score of O is
assigned if access is restricted.
Whether the fee schedule for access-
ing cadastral plan is made easily
available to the public. A score of 0.5
is assigned if the fee schedule is easily

of documents
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accessible online or on a public board
free of charge; O if it is not made
available to the public or if it can be
obtained only in person.

= \Whether the mapping agency formally
specifies the time frame to deliver an
updated cadastral plan. A score of 0.5
is assigned if the service standard is
accessible online or on a public board;
O ifitis not made available to the public
or if it can be obtained only in person.

= \Whether there is a specific and inde-
pendent mechanism for filing com-
plaints about a problem that occurred
at the mapping agency. A score of 0.5
is assigned if there is a specific and
independent mechanism for filing a
complaint; O if there is only a general
mechanism or no mechanism.

The index ranges from O to 6, with higher
values indicating greater transparency in
the land administration system. In the
Netherlands, for example, anyone who
pays a fee can consult the land owner-
ship database (a score of 1). Information
can be obtained at the office, by mail,
or online using the Kadaster website
(http://www.kadaster.nl). Anyone can
also easily access the information online
about the list of documents to submit for
property registration (a score of 0.5), the
fee schedule for registration (a score of
0.5), and the service standards (a score
of 0.5). And anyone facing a problem at
the land registry can file a complaint or
report an error by filling out a specific
form online (a score of 1). In addition,
the Kadaster makes statistics about
land transactions available to the public,
reporting a total of 34,908 property
transfers in Amsterdam in 2019 (a score
of 0.5). Moreover, anyone who pays a
fee can consult online cadastral maps
(a score of 0.5). It is also possible to get
public access to the fee schedule for map
consultation (a score of 0.5), the service
standards for delivery of an updated plan
(a score of 0.5), and a specific mecha-
nism for filing a complaint about a map
(a score of 0.5). Adding these numbers
gives the Netherlands a score of 6 on the
transparency of information index.

Geographic coverage index

The geographic coverage index has four

components:

= How complete the coverage of the
land registry is at the level of the
selected city. A score of 2 is assigned
if all privately held land plots in the
city are formally registered at the land
registry; O if not.

= How complete the coverage of the
land registry is at the level of the
economy. A score of 2 is assigned
if all privately held land plots in the
economy are formally registered at
the land registry; O if not.

= How complete the coverage of the
mapping agency is at the level of the
selected city. A score of 2 is assigned
if all privately held land plots in the
city are mapped; O if not.

= How complete the coverage of the
mapping agency is at the level of the
economy. A score of 2 is assigned
if all privately held land plots in the
economy are mapped; O if not.

The index ranges from O to 8, with higher
values indicating greater geographic
coverage in land ownership registration
and cadastral mapping. In Japan, for
example, all privately held land plots are
formally registered at the land registry in
Tokyo and Osaka (a score of 2) and the
economy as a whole (a score of 2). Also,
all privately held land plots are mapped in
both cities (a score of 2) and the economy
as a whole (a score of 2). Adding these
numbers gives Japan a score of 8 on the
geographic coverage index.

Land dispute resolution index
The land dispute resolution index assess-
es the legal framework for immovable
property registration and the accessibility
of dispute resolution mechanisms. The
index has eight components:
= \Whether the law requires that all prop-
erty sale transactions be registered at
the immovable property registry to
make them opposable to third parties.
A score of 1.5 is assigned if yes; O if no.
= Whether the formal system of
immovable property registration is

DATA NOTES

subject to a guarantee. A score of 0.5
is assigned if either a state or private
guarantee over immovable property
registration is required by law; O if no
such guarantee is required.

Whether there is a specific, out-of-
court compensation mechanism to
cover for losses incurred by parties
who engaged in good faith in a prop-
erty transaction based on erroneous
information certified by the immov-
able property registry. A score of 0.5
is assigned if yes; O if no.

Whether the legal system requires
verification of the legal validity of the
documents (such as the sales, trans-
fer or conveyance deed) necessary for
a property transaction. A score of 0.5
is assigned if there is a review of legal
validity, either by the registrar or by
a professional (such as a notary or a
lawyer); O if there is no review.
Whether the legal system requires
verification of the identity of the
parties to a property transaction.
A score of 0.5 is assigned if there is
verification of identity, either by the
registrar or by a professional (such as
a notary or a lawyer); O if there is no
verification.

Whether there is a national database
to verify the accuracy of government-
issued identity documents. A score
of 1 is assigned if such a national
database is available; O if not.

How much time it takes to obtain a
decision from a court of first instance
(without an appeal) in a standard land
dispute between two local businesses
over tenure rights worth 50 times
income per capita and located in the
selected city. A score of 3 is assigned
if it takes less than one year; 2 if it
takes between one and two years; 1 if
it takes between two and three years;
0 if it takes more than three years.
Whether there are publicly available
statistics on the number of land dis-
putes in the local first instance court.
A score of 0.5 is assigned if statistics
are published about land disputes in
the past calendar year; O if no such
statistics are made publicly available.
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The index ranges from O to 8, with
higher values indicating greater protec-
tion against land disputes. In the United
Kingdom, for example, according to the
Land Registration Act 2002 property
transactions must be registered at the
land registry to make them opposable to
third parties (a score of 1.5). The property
transfer systemis guaranteed by the state
(a score of 0.5) and has a compensation
mechanism to cover losses incurred by
parties who engaged in good faith in a
property transaction based on an error by
theregistry (ascore of 0.5). In accordance
with the Proceeds of Crime Act 2002
and the Money Laundering Regulations
2007, a lawyer verifies the legal validity
of the documents in a property transac-
tion (a score of 0.5) and the identity of
the parties (a score of 0.5). The United
Kingdom has a national database to
verify the accuracy of identity documents
(a score of 1). In a land dispute between
two British companies over the tenure
rights of a property, the Land Registration
division of the Property Chamber (First-
tier Tribunal) gives a decision in less than
one year (a score of 3). Finally, statistics
about land disputes are collected and
published; there were a total of 1,013 land
disputes in the country in 2019 (a score
of 0.5). Adding these numbers gives the
United Kingdom a score of 8 on the land
dispute resolution index.

Equal access to property rights
index
The equal access to property rights index
has two components:
= \Whether unmarried men and unmar-
ried women have equal ownership
rights to property. A score of -1 is
assigned if there are unequal ownership
rights to property; O if there is equality.
= \Whether married men and married
women have equal ownership rights
to property. A score of -1is assigned if
there are unequal ownership rights to
property; O if there is equality.

Ownership rights cover the ability to
control, administer, access,
receive, dispose of and

manage,
encumber,

transfer property. Each restriction is con-
sidered if there is a differential treatment
for men and women in the law consider-
ing the default marital property regime.
For customary land systems, equality is
assumed unless there is a general legal
provision stating a differential treatment.

The index ranges from -2 to 0, with
higher values indicating greater inclu-
siveness of property rights. In Mali, for
example, unmarried men and unmarried
women have equal ownership rights to
property (a score of 0). The same applies
to married men and women who can use
their property in the same way (a score
of 0). Adding these numbers gives Mali a
score of O on the equal access to property
rights index—which indicates equal prop-
erty rights between men and women. By
contrast, in Tonga unmarried men and
unmarried women do not have equal
ownership rights to property according
to the Land Act [Cap 132], Sections
7, 45 and 82 (a score of -1). The same
applies to married men and women who
are not permitted to use their property
in the same way according to the Land
Act [Cap 132], Sections 7, 45 and 82 (a
score of -1). Adding these numbers gives
Tonga a score of -2 on the equal access
to property rights index—which indicates
unequal property rights between men
and women.

Quality of land administration
index

The quality of land administration index is
the sum of the scores on the reliability of
infrastructure, transparency of informa-
tion, geographic coverage, land dispute
resolution and equal access to property
indices. The index ranges from O to 30
with higher values indicating better qual-
ity of the land administration system.

The data details on registering property can
be found for each economy at http,/www
.doingbusiness.org.

ENFORCING CONTRACTS

Doing Business measures the time and
cost for resolving a commercial dispute
through a local first-instance court (table
6.7) and the quality of judicial processes
index, evaluating whether each location
has adopted a series of good practices
that promote quality and efficiency in
the court system. The data are collected
through study of the codes of civil proce-
dure and other court regulations as well
as questionnaires completed by local
litigation lawyers and judges. The rank-
ing of locations on the ease of enforcing
contracts is determined by sorting their
scores for enforcing contracts. These
scores are the simple average of the
scores for each of the component indica-
tors (figure 6.9).

EFFICIENCY OF RESOLVING A
COMMERCIAL DISPUTE

The data on time and cost are built by
following the step-by-step evolution of
a commercial sale dispute (figure 6.10).
The data are collected for a specific court
for each city covered, under the assump-
tions about the case described below.
The “competent court” is the one with
jurisdiction over disputes worth 200%
of income per capita or $5,000, which-
ever is greater. WWhenever more than one
court has original jurisdiction over a case
comparable to the standardized case

TABLE 6.7 What do the indicators on

the efficiency of resolving a commercial
dispute measure?

Time required to enforce a contract through
the courts (calendar days)

Time to file and serve the case

Time for trial and to obtain the judgment

Time to enforce the judgment

Cost required to enforce a contract through
the courts (% of claim)

Average attorney fees

Court costs

Enforcement costs
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FIGURE 6.9 Enforcing contracts:
efficiency and quality of commercial
dispute resolution

Rankings are based on scores
for three indicators

Days to resolve Attorney, court and
commercial sale dispute enforcement costs as
through the courts % of claim value

N

33.3%
Quality of judicial
processes

index

Use of good practices promoting
quality and efficiency

study, the data are collected based on
the court that would be used by litigants
in the majority of cases. The name of
the relevant court in each economy is
published on the Doing Business website
at  http://www.doingbusiness.org/data
/exploretopics/enforcing-contracts.

Assumptions about the case

® The value of the claim is equal to
200% of the economy's income per
capita or $5,000, whichever is greater.

= The dispute concerns a lawful
transaction between two businesses
(Seller and Buyer), both located in the
selected city. Pursuant to a contract
between the businesses, Seller sells

some custom-made furniture to
Buyer worth 200% of the economy's
income per capita or $5,000, which-
ever is greater. After Seller delivers
the goods to Buyer, Buyer refuses to
pay the contract price, alleging that
the goods are not of adequate qual-
ity. Because they were custom-made,
Seller is unable to sell them to anyone
else.

Seller (the plaintiff) sues Buyer (the
defendant) to recover the amount
under the sales agreement. The
dispute is brought before the court
located in the selected city with
jurisdiction over commercial cases
worth 200% of income per capita or
$5,000, whichever is greater.

At the outset of the dispute, Seller
decides to attach Buyer's movable
assets (for example, office equipment
and vehicles) because Seller fears that
Buyer may hide its assets or otherwise
become insolvent.

The claim is disputed on the merits
because of Buyer's allegation that the
quality of the goods was not adequate.
Because the court cannot decide the
case on the basis of documentary
evidence or legal title alone, an expert
opinion is given on the quality of the
goods. If it is standard practice in the
economy for each party to call its own
expert witness, the parties each call
one expert witness. If it is standard
practice for the judge to appoint an
independent expert, the judge does
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so. In this case the judge does not
allow opposing expert testimony.
Following the expert opinion, the
judge decides that the goods deliv-
ered by Seller were of adequate
quality and that Buyer must pay the
contract price. The judge thus renders
a final judgment that is 100% in favor
of Seller.
= Buyer does not appeal the judgment.
Seller decides to start enforcing the

judgment as soon as the time allo-
cated by law for appeal lapses.

Seller takes all required steps for
prompt enforcement of the judgment.
The money is successfully collected

through a public sale of Buyer's mov-
able assets (for example, office equip-
ment and vehicles). It is assumed
that Buyer does not have any money
on her/his bank account, making it
impossible for the judgment to be
enforced through a seizure of the
Buyer's accounts.

Time

Time is recorded in calendar days, count-
ed from the moment Seller decides to file
the lawsuit in court until payment. This
includes both the days when actions take
place and the waiting periods in between.
The average duration of the following
three different stages of dispute resolu-
tion is recorded: (i) filing and service; (i)
trial and judgment; and (iii) enforcement.
Time is recorded considering the case
study assumptions detailed above and

FIGURE 6.10 What are the time and cost to resolve a commercial dispute through the courts?
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only as applicable to the competent court.
Time is recorded in practice, regardless of
time limits set by law if such time limits
are not respected in the majority of cases.

The filing and service phase includes:

= The time for Seller to try and obtain
payment out of court through a non-
litigious demand letter, including the
time to prepare the letter and the
deadline that would be provided to
Buyer to comply.

= The time necessary for a local lawyer
to write the initial complaint and gath-
er all supporting documents needed
for filing, including authenticating or
notarizing them, if required.

= The time necessary to file the com-

plaint at the court.

The time necessary for Buyer to be

served, including the processing time

at the court and the waiting periods

between unsuccessful attempts if more

than one attempt is usually required.

The trial and judgment phase includes:

= The time between the moment the
case is served on Buyer and the
moment a pre-trial conference is held,
if such pre-trial conference is part of
the case management techniques
used by the competent court.

The time between the pre-trial confer-
ence and the first hearing, if a pre-trial
conference is part of the case manage-
ment techniques used by the competent
court. If not, the time between the
moment the case is served on Buyer and
the moment the first hearing is held.
The time to conduct all trial activities,
including exchanges of briefs and
evidence, multiple hearings, wait-
ing times in between hearings and
obtaining an expert opinion.

= The time necessary for the judge to
issue a written final judgment once
the evidence period has closed.

The time limit for appeal.

The enforcement phase includes:

= The time it takes to obtain an enforce-
able copy of the judgment and contact
the relevant enforcement office.

= The time it takes to locate, identify,
seize and transport the losing party's
movable assets (including the time
necessary to obtain an order from the
court to attach and seize the assets, if
applicable).

The time it takes to advertise, orga-
nize and hold the auction. If more than
one auction would usually be required

to fully recover the value of claim in a
case comparable to the standardized
case study, then the time between
multiple auction attempts is recorded.

The time it takes for the winning party to
fully recover the value of the claim once
the auction is successfully completed.

Cost

Cost is recorded as a percentage of the
claim value, assumed to be equivalent to
200% of income per capita or $5,000,
whichever is greater. Three types of costs
are recorded: average attorney fees, court
costs and enforcement costs.

Average attorney fees are the fees that
Seller (plaintiff) must advance to a
local attorney to represent Seller in the
standardized case, regardless of final
reimbursement. Court costs include all
costs that Seller (plaintiff) must advance
to the court, regardless of the final cost
borne by Seller. Court costs include the
fees that the parties must pay to obtain
an expert opinion, regardless of whether
they are paid to the court or to the expert
directly. Enforcement costs are all costs
that Seller (plaintiff) must advance to
enforce the judgment through a public
sale of Buyer's movable assets, regardless
of the final cost borne by Seller. Bribes are
not taken into account.

QUALITY OF JUDICIAL
PROCESSES

The quality of judicial processes index
measures whether each location has
adopted a series of good practices in its
court system in four areas: court struc-
ture and proceedings, case management,
court automation and alternative dispute
resolution (table 6.8).

TABLE 6.8 What do the indicators on

the quality of judicial processes measure?

Court structure and proceedings index (-1-5)

Availability of specialized commercial court,
division or section (0—1.5)

Availability of small claims court or simplified
procedure for small claims (0-1.5)

Availability of pretrial attachment (0-1)

Criteria used to assign cases to judges (0-1)

Evidentiary weight of a woman'’s testimony (-1-0)

Case management index (0-6)

Regulations setting time standards for key court
events (0-1)

Regulations on adjournments or continuances (0—1)

Availability of performance measurement
mechanisms (0-1)

Availability of pretrial conference (0-1)

Availability of electronic case management
system for judges (0-1)

Availability of electronic case management
system for lawyers (0-1)

Court automation index (0-4)

Ability to file initial complaint electronically (0-1)

Ability to serve initial complaint electronically (0-1)

Ability to pay court fees electronically (0-1)

Publication of judgments (0-1)

Alternative dispute resolution index (0-3)

Arbitration (0-1.5)

Voluntary mediation or conciliation (0-1.5)

Quality of judicial processes index (0-18)

Sum of the court structure and proceedings, case
management, court automation and alternative
dispute resolution indices

Court structure and proceedings
index
The court structure and proceedings
index has five components:
= \Whether a specialized commercial
court, section or division dedicated
solely to hearing commercial cases is
in place. A score of 1.5 is assigned if
yes; O if no.
= \Whether a small claims court and/or
a fast-track procedure for small claims
is in place. A score of 1is assigned if
such a court or procedure is in place,
it is applicable to all civil cases and the
law sets a cap on the value of cases
that can be handled through this court
or procedure. The point is assigned
only if this court applies a simplified
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procedure or if the procedure for small
claims is simplified. An additional
score of 0.5 is assigned if parties can
represent themselves before this court
or during this procedure. If no small
claims court or fast-track procedure is
in place, a score of O is assigned.

= \Whether plaintiffs can obtain pretrial
attachment of the defendant's mov-
able assets if they fear the assets may
be moved out of the jurisdiction or
otherwise dissipated. A score of 1is
assigned if yes; O if no.

= \Whether cases are assigned randomly
and automatically to judges through-
out the competent court. A score of 1
is assigned if the assignment of cases
is random and automated; 0.5 if it is
random but not automated; O if it is
neither random nor automated.

= \Whether a woman's testimony carries
the same evidentiary weight in court as
aman's. A score of -1is assigned if the
law differentiates between the eviden-
tiary value of a woman's testimony and
that of a man in any type of civil case,
including family cases; O if it does not.

The index ranges from O to 5, with higher
values indicating a more sophisticated
and streamlined court structure. In Bosnia
and Herzegovina, for example, a special-
ized commercial court is in place (a score
of 1.5), and small claims can be resolved
through a dedicated division in which
self-representation is allowed (a score of
1.5). Plaintiffs can obtain pretrial attach-
ment of the defendant’s movable assets
if they fear dissipation during trial (a
score of 1). Cases are assigned randomly
through an electronic case manage-
ment system (a score of 1). A woman's
testimony carries the same evidentiary
weight in court as a man's (a score of 0).
Adding these numbers gives Bosnia and
Herzegovina a score of 5 on the court
structure and proceedings index.

Case management index
The case management index has six
components:
= \Whether any of the applicable laws or
regulations on civil procedure contain

time standards for at least three of the
following key court events: (i) service
of process; (i) first hearing; (iii) filing
of the statement of defense; (iv)
completion of the evidence period;
(v) filing of testimony by expert; and
(vi) submission of the final judgment.
A score of 1is assigned if such time
standards are available and respected
in more than 50% of cases; 0.5 if
they are available but not respected
in more than 50% of cases; O if there
are time standards for less than three
of these key court events or for none.
Whether there are any laws regulat-
ing the maximum number of adjourn-
ments or continuances that can
be granted, whether adjournments
are limited by law to unforeseen
and exceptional circumstances and
whether these rules are respected
in more than 50% of cases. A score
of 1is assigned if all three conditions
are met; 0.5 if only two of the three
conditions are met; O if only one of the
conditions is met or if none are.

Whether there are any publicly
available performance measurement
reports about the competent court to
monitor the court's performance, to
track the progress of cases through the
court and to ensure compliance with
established time standards. A score of
1is assigned if at least two of the fol-
lowing four reports are made publicly
available: (i) time to disposition report
(measuring the time the court takes
to dispose/adjudicate its cases); (i)
clearance rate report (measuring the
number of cases resolved versus the
number of incoming cases); (iii) age
of pending cases report (providing a
snapshot of all pending cases accord-
ing to case type, case age, last action
held and next action scheduled); and
(iv) single case progress report (pro-
viding a snapshot of the status of one
single case). A score of O is assigned
if only one of these reports is available
or if none are.

Whether a pretrial
among the case management tech-
niques used in practice before the

conference is
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competent court and at least three of
the following issues are discussed dur-
ing the pretrial conference: (i) schedul-
ing (including the time frame for filing
motions and other documents with the
court); (ii) case complexity and pro-
jected length of trial; (iii) possibility of
settlement or alternative dispute reso-
lution; (iv) exchange of witness lists;
(v) evidence; (vi) jurisdiction and other
procedural issues; and (vii) narrowing
down of contentious issues. A score of
1is assigned if a pretrial conference in
which at least three of these events are
discussed is held within the competent
court; O if not.

Whether judges within the compe-
tent court can use an electronic case
management system for at least
four of the following purposes: (i) to
access laws, regulations and case
law; (ii) to automatically generate a
hearing schedule for all cases on their
docket; (iii) to send notifications (for
example, e-mails) to lawyers; (iv)
to track the status of a case on their
docket; (v) to view and manage case
documents (briefs, motions); (vi) to
assist in writing judgments; (vii) to
semi-automatically generate court
orders; and (viii) to view court orders
and judgments in a particular case. A
score of 1is assigned if an electronic
case management system is available
that judges can use for at least four of
these purposes; O if not.

Whether lawyers can use an elec-
tronic case management system for
at least four of the following purposes:
(i) to access laws, regulations and
case law; (ii) to access forms to be
submitted to the court; (iii) to receive
notifications (for example, e-mails);
(iv) to track the status of a case; (v)
to view and manage case documents
(briefs, motions); (vi) to file briefs and
documents with the court; and (vii)
to view court orders and decisions
in a particular case. A score of 1 is
assigned if an electronic case man-
agement system that lawyers can use
for at least four of these purposes is
available; O if not.

183
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The index ranges from O to 6, with higher
values indicating a more qualitative and
efficient case management system. In
Australia, for example, time standards
for at least three key court events are
established in applicable civil procedure
instruments and are respected in more
than 50% of cases (a score of 1). The
law stipulates that adjournments can
be granted only for unforeseen and
exceptional circumstances and this rule
is respected in more than 50% of cases
(a score of 0.5). A time to disposition
report, a clearance rate report and an age
of pending cases report can be generated
about the competent court (a score of 1).
A pretrial conference is among the case
management techniques used before the
District Court of New South Wales (a
score of 1). An electronic case manage-
ment system satisfying the criteria out-
lined above is available to judges (a score
of 1) and to lawyers (a score of 1). Adding
these numbers gives Australia a score of
5.5 on the case management index, the
highest score attained by any economy
on this index.

Court automation index

The court automation index has four

components:

= Whether the initial complaint can
be filed electronically through a
dedicated platform (not e-mail or fax)
within the competent court. A score
of 1is assigned if such a platform is
available and litigants are not required
to follow up with a hard copy of the
complaint; O if not. Electronic filing
is acknowledged regardless of the
percentage of users, as long as no
additional in-person interactions are
required, and local experts have used
it enough to be able to confirm that it
is fully functional.

= \Whether the initial complaint can be
served on the defendant electroni-
cally, through a dedicated system or
by e-mail, fax or short message
service (SMS), for cases filed before
the competent court. A score of 1is
assigned if electronic service is avail-
able and no further service of process

is required; O if not. Electronic service
is acknowledged regardless of the
percentage of users, as long as no
additional in-person interactions are
required, and local experts have used
it enough to be able to confirm that it
is fully functional.

Whether court fees can be paid
electronically for cases filed before
the competent court, either through a
dedicated platform or through online
banking. A score of 1is assigned if fees
can be paid electronically and litigants
are not required to follow-up with a
hard copy of the receipt or produce a
stamped copy of the receipt; O if not.
Electronic payment is acknowledged
regardless of the percentage of users,
as long as no additional in-person
interactions are required, and local
experts have used it enough to be able
to confirm that it is fully functional.
Whether judgments rendered by
local courts are made available to the
general public through publication in
official gazettes, in newspapers or on
the internet. A score of 1is assigned
if judgments rendered in commercial
cases at all levels are made avail-
able to the general public; 0.5 if only
judgments rendered at the appeal
and supreme court level are made
available to the general public; O in
all other instances. No points are
awarded if judgments need to be indi-
vidually requested from the court, or
if the case number or parties’ details
are required in order to obtain a copy
of ajudgment.

The index ranges from O to 4, with higher
values indicating a more automated,
efficient and transparent court system. In
Estonia, for example, the initial summons
can be filed online (a score of 1), it can
be served on the defendant electroni-
cally (a score of 1), and court fees can
be paid electronically as well (a score of
1. In addition, judgments in commercial
cases at all levels are made publicly avail-
able through the internet (a score of 1).
Adding these numbers gives Estonia a
score of 4 on the court automation index.

Alternative dispute resolution
index
The alternative dispute resolution index
has six components:
= \Whether domestic commercial arbi-
tration is governed by a consolidated
law or consolidated chapter or section
of the applicable code of civil proce-
dure encompassing substantially all
its aspects. A score of 0.5 is assigned
if yes; O if no.
= \WWhether commercial disputes of all
kinds—aside from those dealing with
public order, public policy, bankruptcy,
consumer rights, employment issues
or intellectual property—can be sub-
mitted to arbitration. A score of 0.5 is
assigned if yes; O if no.
= \Whether valid arbitration clauses
or agreements are enforced by local
courts in more than 50% of cases. A
score of 0.5 is assigned if yes; O if no.
= \Whether voluntary mediation, con-
ciliation or both are a recognized way
of resolving commercial disputes. A
score of 0.5 is assigned if yes; O if no.
= \Whether voluntary mediation,
conciliation or both are governed by
a consolidated law or consolidated
chapter or section of the applicable
code of civil procedure encompassing
substantially all their aspects. A score
of 0.5 is assigned if yes; O if no.
= \Whether there are any financial incen-
tives for parties to attempt mediation
or conciliation (for example, if media-
tion or conciliation is successful, a
refund of court filing fees, an income
tax credit or the like). A score of 0.5 is
assigned if yes; O if no.

The index ranges from O to 3, with higher
values associated with greater availability
of alternative dispute resolution mecha-
nisms. In Israel, for example, arbitration
is regulated through a dedicated statute
(a score of 0.5), all relevant commercial
disputes can be submitted to arbitration
(a score of 0.5), and valid arbitration
clauses are usually enforced by the
courts (a score of 0.5). Voluntary media-
tion is a recognized way of resolving
commercial disputes (a score of 0.5), it
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is regulated through a dedicated statute
(ascore of 0.5), and part of the filing fees
is reimbursed if the process is successful
(a score of 0.5). Adding these numbers
gives Israel a score of 3 on the alternative
dispute resolution index.

Quality of judicial processes
index

The quality of judicial processes index is
the sum of the scores on the court struc-
ture and proceedings, case management,
court automation and alternative dispute
resolution indices. The index ranges from
0 to 18, with higher values indicating bet-
ter and more efficient judicial processes.

The data details on enforcing contracts
can be found for each economy at http.//
www.doingbusiness.org. This methodology
was initially developed by Simeon Djankov,
Rafael La Porta, Florencio Lépez-de-Silanes
and Andrei Shleifer (“Courts,” Quarterly
Journal of Economics 118, no. 2 [2003]:
453-517) and is adopted here with several
changes. The quality of judicial processes
index was introduced in Doing Business
2016. The good practices tested in this index
were developed on the basis of internation-
ally recognized good practices promoting
judicial efficiency.
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Bregenz

Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

82.21

19.5
4.5
1.1

71.00
425
23.1
115

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

83.64

1515

0.8
13

71.74

215
4.6

Graz

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0~100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

7
80.95

24.5
4.5
1.1

67.04
548
24.7
11.5

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

3
717.16
10
214
0.8
13

80.18

18.5
4.6
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Innsbruck

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0~100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

Klagenfurt

82.21

68.48
488

11.5

Dealing with construction permits (rank)

Score for dealing with construction permits (0—100)

Procedures (number)
Time (days)
Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

80.52
10
168
0.7

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0~100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

104.2

68.18
490
25.9
11.5

Dealing with construction permits (rank)

Score for dealing with construction permits (0—100)

Procedures (number)
Time (days)
Cost (% of warehouse value)

Building quality control index (0—15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

71.09

7138

24.5

4.6
23
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Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

Salzburg

4
81.96
9
20.5

88.3

69.36
443
26.2
11.5
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Dealing with construction permits (rank)

Score for dealing with construction permits (0—100)

Procedures (number)
Time (days)
Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

6
73.02
10
273
0.7

Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

82.96

16.5

131.2

68.23
505
24.7
115

Dealing with construction permits (rank)

Score for dealing with construction permits (0—100)

Procedures (number)
Time (days)
Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

77.10

201
0.8
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Vienna

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

72.73
498
20.6
13.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.

80.30

17.5

4.6
23
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DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

LIST OF PROCEDURES

DEALING WITH CONSTRUCTION
PERMITS

AUSTRIA

Bregenz

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Bregenz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Bregenz City Administration -
Construction Department

Time: 75 days

Cost: EUR 600

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

Procedure 6. Obtain building permit
Agency: Bregenz City Administration -
Construction Department

Time: 75 days

Cost: EUR 2,400 (EUR 2,170 administrative
fee (0.1% of construction cost), EUR 150
commission fees, EUR 90 cash expenses)

Procedure 7*. Request and obtain water
and sewage connection with public
utility company

Agency: Bregenz Public Utility Company

Time: 45 days

Cost: EUR 9,500

Procedure 8. Notify the municipal
authority about completion of
construction works

Agency: Bregenz City Administration -
Construction Department

Time: Less than one day (online procedure)
Cost: No cost

Graz

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Graz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Graz City Administration -
Construction Department

Time: 90 days

Cost: EUR 1,000

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

Procedure 6. Obtain building permit
Agency: Graz City Administration -
Construction Department

Time: 120 days

Cost: EUR 1,000

Procedure 7*. Request and obtain water
and sewage connection with public
utility company

Agency: Municipal Utility Company

Time: 45 days

Cost: EUR 10,000

Procedure 8. Notify the municipal
authority about commencement of
construction works

Agency: Graz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 9. Notify the municipal
authority of completion of shell
construction

Agency: Graz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 10. Notify the municipal
authority about completion of
construction works

Agency: Graz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Innsbruck

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Innsbruck City Administration -
Municipal Building Inspection

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Innsbruck City Administration

Time: 75 days

Cost: EUR 300

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

*Takes place simultaneously with previgtis nroceduire
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Procedure 6*. Obtain proof of land
ownership

Agency: Land Registry

Time: Less than one day (online procedure)
Cost: EUR 14

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 7. Obtain building permit
Agency: Innsbruck City Administration -
Municipal Building Inspection

Time: 90 days

Cost: EUR 1,500

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

Procedure 8*. Request and obtain water
and sewage connection contracts with
public utility company

Agency: Innsbruck Public Utility Company
Time: 45 days

Cost: EUR 9,500

Procedure 9. Notify the municipal
authority about commencement of
construction works

Agency: Innsbruck City Administration -
Municipal Building Inspection

Time: 1day

Cost: No cost

Procedure 10. Notify the municipal
authority about completion of
construction works

Agency: Innsbruck City Administration -
Municipal Building Inspection

Time: 1 day

Cost: No cost

Klagenfurt

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Klagenfurt City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Klagenfurt City Administration -
Construction Department

Time: 80 days

Cost: EUR 300

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 6*. Obtain proof of land
ownership

Agency: Land Registry

Time: Less than one day (online procedure)
Cost: EUR 14

Procedure 7. Obtain building permit
Agency: Klagenfurt City Administration -
Construction Department

Time: 135 days

Cost: EUR 500

Procedure 8. Notify the municipal
authority about commencement of
construction works

Agency: Klagenfurt City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 9*. Request and obtain
sewage connection

Agency: City of Klagenfurt Sewage Authority
Time: 60 days

Cost: EUR 7,023

Procedure 10*. Request and obtain
water connection

Agency: Klagenfurt Utility Company
Time: 35 days

Cost: EUR 12,483

Procedure 11. Notify the municipal
authority about completion of
construction works

Agency: Klagenfurt City Administration -
Construction Department

Time: 1 day

Cost: No cost

CITY SNAPSHOTS AND INDICATOR DETAILS

Linz

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Linz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Linz City Administration -
Construction Department

Time: 90 days

Cost: EUR 300

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

Procedure 6*. Obtain proof of land
ownership

Agency: Land Registry

Time: Less than one day (online procedure)
Cost: EUR 14

Procedure 7. Obtain building permit
Agency: Linz City Administration -
Construction Department

Time: 180 days

Cost: EUR 800

Procedure 8*. Request and obtain water
and sewage connection with public
utility company

Agency: Linz Utility Company Department
Water/Sewage

Time: 21 days

Cost: EUR 8,800

*Takes place simultaneously with previaus nrocediire
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Procedure 9. Notify the municipal
authority about commencement of
construction works

Agency: Linz City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 10. Notify the municipal
authority about completion of
construction works

Agency: Linz City Administration -
Construction Department

Time: 1 day

Cost: EUR 212

Salzburg

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Conduct meeting with
municipal construction authority
Agency: Salzburg City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 2. Obtain industrial operating
permit

Agency: Salzburg City Administration -
Construction Department

Time: 80 days

Cost: EUR 250

Procedure 3*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 4*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Procedure 5*. Obtain energy pass
Agency: Salzburg State Government Database
Time: Less than one day (online procedure)
Cost: No cost

Procedure 6*. Obtain proof of land
ownership

Agency: Land Registry

Time: Less than one day (online procedure)
Cost: EUR 14

Procedure 7. Obtain building permit
Agency: Salzburg City Administration -
Construction Department

Time: 118 days

Cost: EUR 900

Procedure 8*. Request and obtain
sewage connection contracts with
sewage and water authority

Agency: Salzburg City Administration - Sewage
Authority

Time: 60 days

Cost: EUR 7,900 (EUR 7,500 connection in fees
and EUR 400 in municipal administrative fees)

Procedure 9*. Request and obtain water
connection contracts with public utility
company

Agency: Salzburg Utility Corporation

Time: 30 days

Cost: EUR 3,637 (connection fee for 1in
(DN25) pipe based on circumference of plot)

edure 10. Notify the municipal authority
about commencement of construction
works

Agency: Salzburg City Administration -
Construction Department

Time: 1 day

Cost: No cost

Procedure 11. Notify the municipal
authority about completion of
construction works

Agency: Salzburg City Administration -
Construction Department

Time: 1 day

Cost: No cost

Vienna

Warehouse value: EUR 2,243,536 (USD 2,565,000)
Data as of: December 31, 2020

Procedure 1. Obtain industrial operating
permit

Agency: Vienna City Administration

Time: 80 days

Cost: EUR 300

Procedure 2*. Obtain geotechnical study
Agency: Private Engineer

Time: 30 days

Cost: EUR 2,500

Procedure 3*. Obtain topographical
survey

Agency: Private Engineer

Time: 30 days

Cost: EUR 2,000

Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.

Procedure 4*. Obtain expert opinion on
structural engineering

Agency: Independent Expert - Structural
Engineering

Time: 11 days

Cost: EUR 5,000

Procedure 5*. Obtain energy pass
Agency: Independent Expert - Energy
Engineering

Time: 10 days

Cost: EUR 700

Procedure 6*. Appoint a licensed
supervisory engineer to supervise
construction and carry out inspections
Agency: Private licensed engineer
(Prtfingenieur)

Time: 1 day

Cost: EUR 4,800

Procedure 7*. Obtain proof of land
ownership

Agency: Land Registry

Time: Less than one day (online procedure)
Cost: EUR 14

Procedure 8. Notify the municipal
authority about commencement of
construction works

Agency: Municipal Building Inspection
Time: Less than one day (online procedure)
Cost: No cost

Procedure 9. Obtain building permit
Agency: Municipal Building Inspection
Time: 80 days

Cost: EUR 300

Procedure 10. Request and obtain water
and sewage connection

Agency: Vienna Water Works

Time: 60 days

Cost: EUR 8,478

Procedure 11*. Notify the municipal
authority about completion of
construction works

Agency: Municipal Building Inspection
Time: 1 day

Cost: EUR 22 (EUR 22 if no changes to plan
were made, EUR 50 if there were changes)

*Takes place simultaneously with previgtis nroceduire
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DEALING WITH CONSTRUCTION PERMITS IN AUSTRIA — BUILDING QUALITY CONTROL INDEX

eLysny

All cities

Answer

Score

Building quality control index (0-15)

Quality of building regulations index (0-2)

How accessible are building laws and regulations in your economy? (0-1)

Which requirements for obtaining a building permit are clearly specified in the building
regulations or on any accessible website, brochure or pamphlet? (0-1)

Quality control before construction index (0-1)

Which third-party entities are required by law to verify that the building plans are in

compliance with existing building regulations? (0-1)

Quality control during construction index (0-3)

What types of inspections (if any) are required by law to be carried out during

construction? (0-2)

Do legally mandated inspections occur in practice during construction? (0-1)

Quality control after construction index (0-3)

Is there a final inspection required by law to verify that the building was built in
accordance with the approved plans and regulations? (0-2)

Do legally mandated final inspections occur in practice? (0-1)

Liability and insurance regimes index (0-2)

Which parties (if any) are held liable by law for structural flaws or problems in the building
once it is in use (Latent Defect Liability or Decennial Liability)? (0-1)

Which parties (if any) are required by law to obtain an insurance policy to cover possible
structural flaws or problems in the building once it is in use? (0-1)

Professional certifications index (0—4)

What are the qualification requirements for the professional responsible for verifying
that the architectural plans or drawings are in compliance with existing building

regulations? (0-2)

What are the qualification requirements for the professional who supervises the

construction on the ground? (0-2)

Available online; Free of charge.

List of required documents; Fees to be paid;
Required preapprovals.

By law, there is no need to verify plans compliance;
Civil servant reviews plans.

Inspections by external engineer or firm;
Inspections at various phases.

Mandatory inspections are always done in practice.

Yes, external engineer submits report for final
inspection.

Final inspection always occurs in practice.

Architect or engineer; Professional in charge of the
supervision; Construction company.

Architect or engineer; Construction company;
Insurance is commonly taken in practice.

Minimum number of years of experience;
University degree in architecture or engineering;
Being a registered architect or engineer;
Passing a certification exam.

Minimum number of years of experience;
University degree in engineering, construction or
construction management;

Being a registered architect or engineer;

Passing a certification exam.

13

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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LIST OF PROCEDURES
GETTING ELECTRICITY

AUSTRIA

Bregenz

Name of Utility: Vorarlberger Energienetze GmbH
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Vorarlberger Energienetze GmbH
Time: 14 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Vorarlberger Energienetze GmbH
Time: 1 days

Cost: No cost

Procedure 3. Obtain excavation permit
from the municipality

Agency: Local municipality

Time: 14 days (14 calendar days for obtaining
excavation permit)

Cost: EUR 136

Procedure 4. Obtain external works and
meter installation

Agency: Contractor hired by the client;
Vorarlberger Energienetze GmbH

Time: 7 days (7 calendar days for completing
the external connection works)

Cost: EUR 30,298 [EUR 107 per 100 kVA
system charges at grid level 6 + EUR 19,598
grid connection fee (EUR 100 per meter for
excavation works; EUR 1,500 material;

EUR 3,000 cable connection and labor; EUR 98
meter installation)]

Procedure 5*. Sign supply contract with
an electricity supplier

Agency: illwerke vkw AG, or another energy
supplier

Time: 2 days

Cost: No cost

Graz

Name of Utility: Stromnetz Graz GmbH & Co KG
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Stromnetz Graz GmbH & Co KG
Time: 10 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Stromnetz Graz GmbH & Co KG
Time: 1 days

Cost: No cost

Procedure 3. Obtain excavation permit
from the municipality

Agency: Local municipality

Time: 16 days (16 calendar days for obtaining
excavation permit)

Cost: EUR 78

Procedure 4. Obtain external works and
meter installation

Agency: Contractor hired by the client;
Stromnetz Graz GmbH & Co KG

Time: 7 days (7 calendar days for completing
the external connection works)

Cost: EUR 27,060 [EUR 139 per kVA system
charges at grid level 6 + EUR 7,600 grid
connection fee (EUR 5,950 excavation and
material; EUR 1,500 construction supervision
and connection to grid; EUR 150 meter
installation)]

Procedure 5*. Sign supply contract with
an electricity supplier

Agency: Energie Graz GmbH & Co KG, or
another energy supplier

Time: 2 days

Cost: No cost

Innsbruck

Name of Utility: Innsbrucker Kommunalbetriebe AG
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Innsbrucker Kommunalbetriebe AG
Time: 7 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Innsbrucker Kommunalbetriebe AG
Time: 1 days

Cost: No cost

Procedure 3. Obtain external works and
meter installation

Agency: Innsbrucker Kommunalbetriebe AG
Time: 29 days (21 calendar days for obtaining
excavation permit + 8 calendar days for
completing the external connection works)
Cost: EUR 38,223 [EUR 176.42 per kVA
system charges at grid level 7 + EUR 13,525
grid connection fee (EUR 2,955.02 cable
connection, material, labor; EUR 9,337.76
excavation works; EUR 345.28 excavation

permit; EUR 866.50 construction supervision
and planning; EUR 20 meter installation)]

Procedure 4*. Sign supply contract with
an electricity supplier

Agency: Innsbrucker Kommunalbetriebe AG, or
another energy supplier

Time: 2 days

Cost: No cost

Klagenfurt

Name of Utility: Energie Klagenfurt GmbH
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Energie Klagenfurt GmbH
Time: 21 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Energie Klagenfurt GmbH
Time: 1 days

Cost: No cost

Procedure 3. Obtain external works and
meter installation

Agency: Energie Klagenfurt GmbH

Time: 24 days (14 calendar days for obtaining
excavation permit + 10 calendar days for
completing the external connection works)
Cost: EUR 46,748 [EUR 208.48 per kVA
system charges at grid level 6 + EUR 17,561
grid connection fee (EUR 9,611 grid connection
above 100 kVA; EUR 4,700 excavation works
including EUR 35 excavation permit; EUR 1,900
material; EUR 1,200 cable connection and labor;
EUR 150 meter installation)]

Procedure 4*. Sign supply contract with
an electricity supplier

Agency: Energie Klagenfurt GmbH Vertrieb, or
another energy supplier

Time: 2 days

Cost: No cost

Linz

Name of Utility: Linz Netz GmbH
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Linz Netz GmbH

Time: 11 days

Cost: No cost

*Simultaneous with previnus nrocedire
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Procedure 2. Submit completion
notification for internal wiring
Agency: Linz Netz GmbH

Time: 1 days

Cost: No cost

Vienna

Name of Utility: Wiener Netze GmbH
Data as of: December 31, 2020

Procedure 3. Obtain external works and
meter installation

Agency: Linz Netz GmbH

Time: 13 days (8 calendar days for obtaining
excavation approval + 5 calendar days for
completing the external connection works)
Cost: EUR 39,605 [EUR 226.63 per kVA
system charges at grid level 7 + EUR 7,877
grid connection fee (EUR 4,508.02 excavation
works; EUR 1125.97 material; EUR 313.25 other
small material/other; EUR 1,780 labor;

EUR 150-meter installation)]

Procedure 4*. Sign supply contract with
an electricity supplier

Agency: Linz Strom Vertrieb GmbH, or another
energy supplier

Time: 2 days

Cost: No cost

Salzburg

Name of Utility: Salzburg AG
Data as of: December 31, 2020

Procedure 1. Submit application to
utility and await estimate

Agency: Salzburg AG

Time: 14 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Salzburg AG

Time: 1 days

Cost: No cost

Procedure 3. Obtain external works and
meter installation

Agency: Salzburg AG

Time: 35 days (14 calendar days for obtaining
excavation permit + 21 calendar days for
completing the external connection works)
Cost: EUR 58,877 [EUR 152.69 per kVA
system charges at grid level 6 + EUR 37,500
grid connection fee (EUR 26,500 excavation
works including EUR 100 excavation permit

+ EUR 7,500 material and EUR 3,500 cable
connection and labor fees)]

Procedure 4*. Sign supply contract with
an electricity supplier

Agency: Salzburg Netz GmbH, or another
energy supplier

Time: 2 days

Cost: No cost

Procedure 1. Submit application to
utility and await estimate

Agency: Wiener Netze GmbH

Time: 14 days

Cost: No cost

Procedure 2. Submit completion
notification for internal wiring
Agency: Wiener Netze GmbH
Time: 1 days

Cost: No cost

Procedure 3. Obtain external works and
meter installation

Agency: Wiener Netze GmbH

Time: 40 days (20 calendar days for obtaining
excavation permit & heavy currents permit +
20 calendar days for completing the external
connection works)

Cost: EUR 37,233 [EUR 113.81 per kVA system
charges at grid level 6 + approx. EUR 21,300
grid connection fee including excavation, labor,
and material]

Procedure 4*. Sign supply contract with
an electricity supplier

Agency: Wien Energie Vertrieb GmbH & Co
KG, or another energy supplier

Time: 2 days

Cost: No cost

Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.

CITY SNAPSHOTS AND INDICATOR DETAILS 197

*Simultaneous with previous nrocediire

Back to Contents

eLysny



Austria

198

DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

GETTING ELECTRICITY IN AUSTRIA — RELIABILITY OF SUPPLY AND TRANSPARENCY OF TARIFFS INDEX

Reliability of supply and transparency of tariffs index (0-8)
Total duration and frequency of outages per customer a year (0-3)

System average interruption duration index (SAIDI)

System average interruption frequency index (SAIFI)

Mechanisms for monitoring outages (0-1)

Does the distribution utility use automated tools to monitor outages?
Mechanisms for restoring service (0—1)

Does the distribution utility use automated tools to restore service?
Regulatory monitoring (0-1)

Does a regulator—that is, an entity separate from the utility—monitor the utility’s performance on reliability
of supply?

Financial deterrents aimed at limiting outages (0-1)

Does the utility either pay compensation to customers or face fines by the regulator (or both) if outages
exceed a certain cap?

Communication of tariffs and tariff changes (0-1)
Are effective tariffs available online?

Are customers notified of a change in tariff ahead of the billing cycle?

7 (all cities)
3 (all cities)

0.09 (Bregenz)
0.09 (Klagenfurt)
0.18 (Innsbruck)
0.31 (Graz)
0.48 (Linz)
0.60 (Vienna)

0.81 (Salzburg)

0.18 (Bregenz)
0.18 (Klagenfurt)
0.21 (Innsbruck)
0.42 (Graz)
0.46 (Linz)
0.60 (Vienna)

1.00 (Salzburg)

1 (all cities)
Yes (all cities)
1 (all cities)
Yes (all cities)
1 (all cities)

Yes (all cities)

0 (all cities)

No (all cities)

1 (all cities)
Yes (all cities)

Yes (all cities)

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

REGISTERING PROPERTY IN AUSTRIA — QUALITY OF LAND ADMINISTRATION INDEX

Answer Score

Quality of the land administration index (0-30) 23 (all cities)
Reliability of infrastructure index (0-8) 7
In what format land title certificates are kept at the immovable property registry—in a paper format or in a Computer/Scanned 1
computerized format (scanned or fully digital)? (0-2)
Is there a comprehensive and functional electronic database for checking for encumbrances (liens, mortgages, Yes 1
restrictions and the like)? (0-1)
In what format cadastral plans are kept at the mapping agency—in a paper format or in a computerized format Computer/Fully digital 2
(scanned or fully digital)? (0-2)
Is there an electronic database for recording boundaries, checking plans and providing cadastral information Yes 1
(geographic information system)? (0-1)
Is the information recorded by the immovable property registration agency and the cadastral or mapping agency kept |  Different databases 1
in a single database, in different but linked databases, or in separate databases? (0-1) but linked
Do the immovable property registration agency and cadastral or mapping agency use the same identification number Yes 1
for properties? (0-1)
Transparency of information index (0-6) 3
Whether information on land ownership is made publicly available without providing the title certificate number at Anyone who pays 1
the agency in charge of immovable property registration? (0-1) the official fee
Is the list of documents that are required to complete all types of property transactions made publicly available—and Yes, online 0.5
if so, how? (0-0.5)
Is the applicable fee schedule for all types of property transactions at the agency in charge of immovable property Yes, online 0.5
registration made publicly available—and if so, how? (0-0.5)
Does the agency in charge of immovable property registration formally commit to deliver a legally binding document No 0
proving ownership within a specific timeframe—and if so, how does it communicate the service standard? (0-0.5)
Is there a specific and independent mechanism for filing complaints about a problem that occurred at the agency in No 0
charge of immovable property registration? (0-1)
Are there publicly available official statistics tracking the number of transactions at the immovable property No 0
registration agency? (0-0.5)
Are cadastral plans made publicly available? (0-0.5) Anyone who pays 0.5

the official fee
Is the applicable fee schedule for accessing maps of land plots made easily publicly available—and if so, how? (0-0.5) Yes, online 0.5
Does the cadastral/mapping agency formally specifies the timeframe to deliver an updated cadastral plan—and if so, No 0
how does it communicate the service standard? (0-0.5)
Is there a specific and independent mechanism for filing complaints about a problem that occurred at the cadastral or No 0
mapping agency? (0-0.5)
Geographic coverage index (0-8) 8
Avre all privately held land plots in the economy formally registered at the immovable property registry? (0-2) Yes 2
Are all privately held land plots formally registered at the immovable property registry in the measured city? (0-2) Yes 2
Are all privately held land plots in the economy mapped? (0-2) Yes 2
Avre all privately held land plots mapped in the measured city? (0-2) Yes 2
Land dispute resolution index (0-8) 5
Does the law require that all property sale transactions be registered at the immovable property registry to make Yes 1.5
them opposable to third parties? (0-1.5)
Is the system of immovable property registration subject to a state or private guarantee? (0-0.5) Yes 0.5
Is there a specific out-of-court compensation mechanism to cover for losses incurred by parties who engaged in good No 0
faith in a property transaction based on erroneous information certified by the immovable property registry? (0-0.5)
Does the legal system require a control of legality of the documents necessary for a property transaction (e.g., Yes 0.5
checking the compliance of contracts with requirements of the law)? (0-0.5)
Does the legal system require verification of the identity of the parties to a property transaction? (0-0.5) Yes 0.5
Is there a national database to verify the accuracy of government issued identity documents? (0-1) No 0
How long does it take on average to obtain a decision from the first-instance court for such a case (without appeal)? (0-3) | Between 1 and 2 years 2
Are there publicly available statistics on the number of land disputes in the first-instance court? (0-0.5) No 0
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REGISTERING PROPERTY IN AUSTRIA — QUALITY OF LAND ADMINISTRATION INDEX (continued)

>

Answer Score g

Equal access to property rights index (-2—0) 0 ®
Do unmarried men and unmarried women have equal ownership rights to property? Yes 0
Yes 0

Do married men and married women have equal ownership rights to property?

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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DOING BUSINESS IN THE EUROPEAN UNION 2021: AUSTRIA, BELGIUM AND THE NETHERLANDS

ENFORCING CONTRACTS IN AUSTRIA — TIME AND COST TO RESOLVE A COMMERCIAL DISPUTE, BY CITY

Time (days) Cost (% of claim) Quality of judicial processes index (0-18)
- T~ — [
s ) cin =
S (=) P A = =i 2] ol b=l
=] Y=t 3] = =17 j=) 13
o 2 2§ & 8 g S g S .
2 - EE B 3 = EE & 5 =0
s < g g b g £e E_ = 88 Total
£ K] L2 Total S 3 L2 Total 38 29 3 &37 score
City i = 5% time < S i cost s JCe e =22 (0-19)
Bregenz 20 300 105 425 14.5 6.8 1.9 23.1 .0 4.0 2.0 2.5 11.5
Graz 30 408 110 548 15.0 6.8 3.0 24.7 3.0 4.0 2.0 2.5 11.5
Innsbruck 20 378 90 488 14.2 6.8 4.2 25.2 3.0 4.0 2.0 2.5 11.5
Klagenfurt 20 365 105 490 15.1 6.6 4.2 25.9 3.0 4.0 2.0 2.5 11.5
Linz 20 318 105 443 14.2 6.8 5.2 26.2 3.0 4.0 2.0 2.5 11.5
Salzburg 20 365 120 505 14.2 7.2 3.2 24.7 3.0 4.0 2.0 2.5 1.5
Vienna 30 363 105 498 13.6 6.5 0.5 20.6 45 4.0 2.0 2.5 13.0

Source: Subnational Doing Business and Doing Business databases.

Note: The cost values, expressed as % of claim, are rounded to the first decimal place. Data for Vienna are not considered official until published in the Doing Business 2021 report.
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ENFORCING CONTRACTS IN AUSTRIA — QUALITY OF JUDICIAL PROCESSES INDEX

eLysny

Answer Score
Quality of judicial processes index (0-18) 11.5 (6 cities)
13 (Vienna)
Court structure and proceedings (-1-5) 3 (6 cities)
4.5 (Vienna)
1. Is there a court or division of a court dedicated solely to hearing commercial cases? (0-1.5) No (6 cities) 0 (6 cities)
Yes (Vienna) 1.5 (Vienna)
2. Small claims court (0-1.5) 1.5
2.a. Is there a small claims court or a fast-track procedure for small claims? Yes
2.b. If yes, is self-representation allowed? Yes
3. Is pretrial attachment available? (0-1) Yes 1
4. Are new cases assigned randomly to judges? (0-1) Yes, but manual 0.5
5. Does a woman's testimony carry the same evidentiary weight in court as a man's? (-1-0) Yes 0
Case management (0-6) 4
1. Time standards (0-1) 0
1.a. Are there laws setting overall time standards for key court events in a civil case? Yes
1.b. If yes, are the time standards set for at least three court events? No
1.¢. Are these time standards respected in more than 50% of cases? Yes
2. Adjournments (0-1) 0
2.a. Does the law regulate the maximum number of adjournments that can be granted? No
2.b. Are adjournments limited to unforeseen and exceptional circumstances? No
2.c. If rules on adjournments exist, are they respected in more than 50% of cases? n.a.
3. Can two of the following four reports be generated about the competent court: Yes 1
(i) time to disposition report; (ii) clearance rate report; (iii) age of pending cases report;
and (iv) single case progress report? (0-1)
4. s a pretrial conference among the case management techniques used before the competent court? (0-1) Yes 1
5. Are there any electronic case management tools in place within the competent court for use by judges? (0-1) Yes 1
6. Are there any electronic case management tools in place within the competent court for use by lawyers? (0-1) Yes 1
Court automation (0-4) 2
1. Can the initial complaint be filed electronically through a dedicated platform within the competent court? (0-1) Yes 1
2. Is it possible to carry out service of process electronically for claims filed before the competent court? (0-1) No 0
3. Can court fees be paid electronically within the competent court? (0-1) Yes 1
4. Publication of judgments (0-1) 0
4.a. Are judgments rendered in commercial cases at all levels made available to the general public through No
publication in official gazettes, in newspapers or on the internet or court website?
4.b. Are judgments rendered in commercial cases at the appellate and supreme court level made available to the No
general public through publication in official gazettes, in newspapers or on the internet or court website?
Alternative dispute resolution (0-3) 2.5
1. Arbitration (0-1.5) 1.5
1.a. Is domestic commercial arbitration governed by a consolidated law or consolidated chapter or section of the Yes
applicable code of civil procedure encompassing substantially all its aspects?
1.b. Are there any commercial disputes—aside from those that deal with public order or public policy—that No
cannot be submitted to arbitration?
1.c. Are valid arbitration clauses or agreements usually enforced by the courts? Yes
2. Mediation/Conciliation (0~1.5) 1
2.a. Is voluntary mediation or conciliation available? Yes
2.b. Are mediation, conciliation or both governed by a consolidated law or consolidated chapter or section of the Yes
applicable code of civil procedure encompassing substantially all their aspects?
2.c. Are there financial incentives for parties to attempt mediation or conciliation (i.e., if mediation or conciliation No

is successful, a refund of court filing fees, income tax credits or the like)?

Source: Subnational Doing Business and Doing Business databases.
Note: Data for Vienna are not considered official until published in the Doing Business 2021 report.
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Belgium

BELGIUM

Antwerp

Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

87.56

6.5
5.1
0.0

73.36

145
109.8

66.80
439
16.0

8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

78.18
12
152.5
0.6
12

Bruges

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

87.56

6.5
5.1
0.0

71.18

165
109.8

65.55
485
16.0

8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

75.70
12
195.5
0.1
12
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Brussels

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0~100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

Charleroi

87.56

6.5
5.1
0.0

70.46

171
1319

64.85
505
16.4
8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

76.51

21
0.9

wnibjag

51.84

56
12.7
23

Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0~100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

87.56

6.5

5.1
0.0

72.79

121
127.2

69.47
340

8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0—15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

Note: Data for Brussels are not considered official until published in the Doing Business 2021 report.

76.02

186.5
0.3

53.76

40

12.7
23
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Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

1
87.56

6.5
5.1
0.0

76.07

120
109.8

66.71
470
14.0

8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

7
72.63

237.5
0.1

58.52

35
10.2
23

Starting a business (rank)

Score for starting a business (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0—18)

1
87.56

6.5
5.1
0.0

72.53

123
1393

66.29
460
15.9

8.0

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

6
74.03

212
0.5

53.64

41

12.7
23
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Starting a business (rank)

Score for starting a business (0—100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Paid-in minimum capital (% of income per capita)

Getting electricity (rank)

Score for getting electricity (0-100)
Procedures (number)

Time (days)

Cost (% of income per capita)

Reliability of supply and transparency of tariffs index (0-8)

Enforcing contracts (rank)

Score for enforcing contracts (0—100)
Time (days)

Cost (% of claim value)

Quality of judicial processes index (0-18)

1
87.56

6.5
5.1
0.0

72.79

121
127.2

72.00
313
113
8.0

CITY SNAPSHOTS AND INDICATOR DETAILS 207

Namur

Dealing with construction permits (rank)
Score for dealing with construction permits (0—100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Building quality control index (0-15)

Registering property (rank)

Score for registering property (0—100)
Procedures (number)

Time (days)

Cost (% of property value)

Quality of land administration index (0-30)

5
75.29

196.5
0.3

wnibjag

53.28

44

12.7
23
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