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Introduction

Doing Business 2010: Reforming Through Difficult Tirisethe seventh in a series of annual reports investigating
regulations that enhance business activity and those that constrain it. Doing Business presents quantitative indicators
on business regulations and the protection of property rights that can be compared across 183 economies, from
Afghanistan to Zimbabwe, over time.

A set of regulations affecting 10 stages of a businessis life are measured: starting a business, dealing with construction
permits, employing workers, registering property, getting credit, protecting investors, paying taxes, trading across
borders, enforcing contracts and closing a business. Daaiimg Business 2010: Reforming Through Difficult Times

are current as of June 1, 2009*. The indicators are used to analyze economic outcomes and identify what reforms have
worked, where, and why.

The Doing Business methodology has limitations. Other areas important to business such as an economyis proximity
to large markets, the quality of its infrastructure services (other than those related to trading across borders), the
security of property from theft and looting, the transparency of government procurement, macroeconomic conditions

or the underlying strength of institutions, are not studied directly by Doing Business. To make the data comparable
across economies, the indicators refer to a specific type of business, generally a local limited liability company
operating in the largest business city. Because standard assumptions are used in the data collection, comparisons and
benchmarks are valid across economies. The data not only highlight the extent of obstacles to doing business; they
also help identify the source of those obstacles, supporting policymakers in designing reform.

The data set covers 183 economies: 46 in Sub-Saharan Africa, 32 in Latin America and The Caribbean, 27 in Eastern
Europe and Central Asia, 24 in East Asia and Pacific, 19 in the Middle East and North Africa and 8 in South Asia, as
well as 27 OECD high-income economies as benchmarks.

The following pages present the summary Doing Business indicators for Madagascar. The data used for this country
profile come from the Doing Business database and are summarized in graphs. These graphs allow a comparison of
the economies in each region not only with one another but also with the igood practicei economy for each indicator.
The good-practice economies are identified by their position in each indicator as well as their overall ranking and by
their capacity to provide good examples of business regulation to other countries. These good-practice economies do
not necessarily rank number 1 in the topic or indicator, but they are in the top 10.

More information is available in the full repoRoing Business 2010: Reforming Through Difficult Tinpesents
the indicators, analyzes their relationship with economic outcomes and recommends reforms. The data, along with
information on ordering the report, are available on the Doing Business website (www.doingbusiness.org).

* Except for the Paying Taxes indicator that refers to the period January to December of 2008.

Note: Doing Business 2008 and Doing Business 2009 data and rankings have been recalculated to
reflect changes to the methodology and the addition of new countries (in the case of the rankings).



Economy Rankings - Ease of Doing Business

Madagascar is ranked 134 out of 183 economies. Singapore is the top ranked economy in the Ease of Doing Business.

Madagascar - Compared to global good practice economy as well as selected economies:

Ease of Doing Business - Global Rank
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Madagascar's ranking in Doing Business 2010
Rank Doing Business 2010
Ease of Doing Business 134
Starting a Business 12
Dealing with Construction Permits 108
Employing Workers 152
Registering Property 152
Getting Credit 167
Protecting Investors 57
Paying Taxes 74
Trading Across Borders 111
Enforcing Contracts 155
Closing a Business 183




Summary of Indicators - Madagascar

Starting a Business Procedures (number) 2
Time (days) 7
Cost (% of income per capita) 7.1
Min. capital (% of income per capita) 0.0
Dealing with Construction Permits Procedures (number) 16
Time (days) 178
Cost (% of income per capita) 630.7
Employing Workers Difficulty of hiring index (0-100) 89
Rigidity of hours index (0-100) 40
Difficulty of redundancy index (0-10) 40
Rigidity of employment index (0-100) 56
Redundancy costs (weeks of salary) 30
Registering Property Procedures (number) 7
Time (days) 74
Cost (% of property value) 9.7
Getting Credit Strength of legal rights index (0-10) 2
Depth of credit information index (0-6) 1
Public registry coverage (% of adults) 0.1
Private bureau coverage (% of adults) 0.0
Protecting Investors Extent of disclosure index (0-10) 5
Extent of director liability index (0-10) 6
Ease of shareholder suits index (0-10) 6
Strength of investor protection index (0-10) 5.7
Paying Taxes Payments (number per year) 23
Time (hours per year) 201
Profit tax (%) 16.6
Labor tax and contributions (%) 20.3
Other taxes (%) 2.3
Total tax rate (% profit) 39.2




Trading Across Borders Documents to export (number) 4
Time to export (days) 21
Cost to export (US$ per container) 1279
Documents to import (number) 9
Time to import (days) 26
Cost to import (US$ per container) 1660

Enforcing Contracts Procedures (number) 38
Time (days) 871
Cost (% of claim) 42.4

Closing a Business Recovery rate (cents on the dollar) 0.0
Time (years) no practice

Cost (% of estate)

no practice




Starting a Business

When entrepreneurs draw up a business planandtry to get under way, the first hurdles they face are the
required to incor porate and register the new firm before they can legally operate. Economies differ greatly
they regulate the entry aew businesses. In some the processis straightforward and affordable. In othersth
procedures are so burdensome thatentrepreneurs may have to bribe officials to speed up the processor |

to run their busine ss informally.

Analysis shows thaturdensome entry regulations do not increase the quality of products, make work safer «
reduce pollution. Instead, they constrain private investment; push more people into the informal economy; it
consumer prices and fuel corruption.

Methodology Starting a business: getting a local limited
The data on starting a business is based ona survey and researc hjability company up and running
investigating the procedure s that a standard smallto me diam Rankings are based on 4 subindicators
company needs to complete to start operations legally. Thisinclude s

obtaining all necessary permits and licenses and cdimgkel EEﬂEﬁ:ﬁ As % of Income per
required inscriptions, verifications and notifications with authoritie S pastregistration Gpita, e bribes incuded
to enable the company to formally operate. Procedures are re cor dedzlendar days

only where interactionis required with an external party. Itis

assumed that the founders complete all pdnices the mselves unless T ::;“'
professional services (such as by a notary or lawyer) are required by
law. Voluntary procedures are not counted, nor are indisgiecific i
requirements and utility hoelps. Lawful shortcuts are counted. 25% | 25%
Procedures | Pald-In
minimum

It is assumed thatal iormationis readiy avaiable to the

. . . cedure Is
entre preneur, thatthere has been no prior contact with officials angmpieted when
thatall governmentand nongovernmententties involvedinthe | final decument

process function without corruption. Is racetved e e D
a notary before reglstration,

5% of Income par capita

capital

Survey Case Study
The business:

is alimited liability company conducting general commercial activities
islocated inthe largest busine ss city

is100% domestically owned

has a @artup capital of 10timesincome per capita

has aturnoverof at least 100 time s income per capita

has etween 10 and 5ployees

does not qualify for any special be nefits

doesnotown real estate



1. Historical data: Starting a Business in Madagascar

Starting a Business data Doing Business 2008 Doing Business 2009 Doing Business 2010
Rank . 60 12
Procedures (number) 5 5 2

Time (days) 7 7 7

Cost (% of income per capita) 22.7 11.0 7.1

Min. capital (% of income per capita) 333.4 289.8 0.0

2. The following graphs illustrates the Starting a Business indicators in Madagascar over the past 3
years:
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3. Steps to Starting a Business in Madagascar

It requires 2 procedures, takes 7 days, and costs 7.12 % GNI per capita to start a business in Madagascar.

Starting a Business in Madagascar

|—— Cost T Time |

Time (Days)

Procedures

Cost (% of GNI per capita)

List of Procedures:

1. Deposit registered statuts and apply for license (carte
professionnelle), and statistical identifications

2. File a notice of constitution to be published in a daily
newspaper in French

More detail is included in the appendix.




4. Benchmarking Starting a Business Regulations:

Madagascar is ranked 12 overall for Starting a Business.

Ranking of Madagascar in Starting a Business - Compared to good practice and selected economies:

Starting a Business - Global Rank
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The following table shows Starting a Business data for Madagascar compared to good practice and comparator economies:

Good Practice Procedures Time (days) Cost (% of Min. capital

Economies (number) income per (% of income
capita) per capita)

Denmark* 0.0

New Zealand* 1 1 0.0

Selected Economy

Madagascar 2 7 7.1 0.0

Comparator Economies

Comoros 11 24 182.1 261.8

Kenya 12 34 36.5 0.0

Mauritius 5 6 4.1 0.0

Mozambique 10 26 19.3 0.0

South Africa 6 22 5.9 0.0

* The following economies are also good practice economies for :

Procedures (number):Canada

Cost (% of income per capita):Slovenia




Dealing with
Construction Permits

Once entrepreneurs have registered a busine ss, what regulations do they face in operating it? To measure
regulation, D oing Busine ss focuses on the construction sector. Construction companies are under constant
from governme nt to comply witiispections, with licensing and safety regulations, from customers to be quicl
costeffective. These conflicting pressure s point to the tradeoffin building regulation; the tradeoff between

prote cting people (construction workers, te nants, passe rstbieaping the cost of building affordable.

In many economies, especially poor ones, complying with b uilding regulations is so costly intime and money
many buiders opt out Builders may pay bribes to pass inspe ctions or simply build illegaly fgadhazardous
construction. Where the regulatory burden is large, entrepreneurs may te nd to move their activity into the in
economy. There they operate with less concern for safety, leaving everyone worse off. In other economies
complianceis sim@, straightforward and ine xpensive, yielding better results.

Methodology o _ _ Dealing with construction permits:
The indicator s on de aling with construction permitsrecord all building a warehouse

procedures o_fficially requiredforan e_ntrepren.e.ur in th<_a constr ucti&mkm5 FE R
industry to build a warehouse. These includbsitting project

documents (building plans, site maps) to the authorities, obtaining ey to bulld As % of INcome per capita,
necessary licenses and permits, completing all require d notifica tiogarehouse no bribes Indluded
and receiving all necessary inspections. They also include proc edtir&&" &ty
for obtaining utility connetions, such as electricity, telephone, water

and sewerage. The time and costto complete each procedure under
normal circumstances are calculated. All official fees associated with |
legally completing the procedures are included. Time isrecorded in
calendr days. The survey assumes thatthe entrepreneur isaware of |
all existing regulations and d oes not use anintermediary to complete
the procedures unless required to do so by law.

Survey Case Study Procedure Is completed when final document
The business Is recalved: CONSITUCTIoN permits, Inspections
isa small to mediunsize limited liability company and utility connections included

islocated in the largest business city
isdomestically owned and operated, in the construction business
has20 qualified e mployees

The warehouse to be built
isa new construction (there was no previous construction on the land)
has complete ahitectural and technical plans prepared by a licensed archite ct
will be connected to electricity, water, sewerage (sewage system, septic tank or their equivalent) and o
phone line. The connectionto each utility network will be 32 feet, 10 incheé sifeters) long.
will be used for general storage, such as of books or stationery. The warehouse will not be used for any
requiring special conditions, such as food, che micals or pharmaceuticals.
will take 30 weeksto construct (excluding all deladgge to administrative and re gulatory re quirements)

10



1. Historical data: Dealing with Construction Permits in Madagascar

Dealing with Construction Permits data

Doing Business 2008 Doing Business 2009

Doing Business 2010

Rank 103 108
Procedures (number) 16 16 16
Time (days) 268 178 178
Cost (% of income per capita) 880.0 764.8 630.7

2. The following graphs illustrates the Dealing with Construction Permits indicators in Madagascar

over the past 3 years:
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3. Steps to Building a Warehouse in Madagascar

It requires 16 procedures, takes 178 days, and costs 630.68 % GNI per capita to build a warehouse in Madagascar.

Building a Warehouse in Madagascar
|—— Cost T Time |
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200 &
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o
100
] 0
Procedures
List of Procedures:
1. Acquire property registration certificates 12. Malagasy Telecom performs inspection of the building
in order to prepare estimate
2. Obtain official topographical plan of the plot
13.  Obtain telephone connection
3. Acquire lot plan with Commune seal
14.  Apply for electricity and water connections
4. Obtain preliminary approval from the Urban Commune
15. JIRAMA inspects the building to prepare an estimate
5. Submit application for building permit
16.  Obtain water and electricity connection

6. Receive inspection from SPAT

7. Obtain building permit

8. Receive final inspection at the end of construction by
SPAT
9. Receive inspection by fire protection service

10. Obtain occupancy certificate

11.  Apply for a telephone line

12



More detail is included in the appendix.

4. Benchmarking Dealing with Construction Permits Regulations:

Madagascar is ranked 108 overall for Dealing with Construction Permits.

Ranking of Madagascar in Dealing with Construction Permits - Compared to good practice and selected economies:
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The following table shows Dealing with Construction Permits data for Madagascar compared to good practice and
comparator economies:

Good Practice Procedures Time (days) Cost (% of

Economies (number) income per
capita)

Denmark 6

Qatar 0.6

Singapore 25

Selected Economy

Madagascar 16 178 630.7

Comparator Economies

Comoros 18 164 72.6
Kenya 11 120 161.7
Mauritius 18 107 355
Mozambique 17 381 632.0
South Africa 17 174 245




Employing Workers

Economies worldwide have e stablished a system of laws and institutions intende d to protect workersand g

a minimum standard of living for its pop ulation. This system generally encompasses four bodie s of law:
employment, industrial relations, soc & curity and occupational health and safety laws.

Employme ntre gulations are needed to allow efficient contracting betwee n employers and workersandto |
workers from discriminatory or unfair treatment by e mployers. Doing Business me asure §tfléxitie re gulatior
of hiring, working hours and dismissalin a manner consiste nt with the conve ntions of the International Labo
Organizaton (ILO). An economy can have the most flexible labor regulations as measured by D oing Busint
ratifying and complying with all conventions directly relevantto the factors measured by Doing Business ani
the ILO core labor standards. No economy can achieve abetter score by failing to comply with the se convi

Governments all over the world face tthallenge of finding the right balance betwee n worker prote ction and
market fle xibility. But in developing countries espe cially, regulators often err to one extreme, pushing e mpla
and workers into the informal se ctor. Analysis across econsh@&as that while employmentregulation genere
increase s the tenure and wages of incumbentworkers, overly rigid regulations may have undesirable side
These include less job creation, smaller company size, less inve stment in re sear ch anchdeteog longer
spells of unemployment and thus the obsolescence of skills, all of which may reduce productivity growth.

Methodology lovi kers: rul hiri
Two measures are presented: a rigidity of employmentindex an(;Q‘P 0yIng Workers: rules on hiring,
redundancy cost measure. The rigidity of employmeth¢ ixis the work schedules and redundancy
average ofthree sinices: difficulty of hiring, rigidity of hours ~ Rankings are based on 4 sublndicators
and difficulty ofredundancy. Each index take s value s be twee n OFixed-term contracts,  Monstandard work schedules,
and 100, with higher value s indicating mor e rigid re gulation. The | minimum wage pald vacation days
difficulty of hiring index measures the flebility of contractsand | regulations
the ratio of the minimum wage to the value added per worker. The
rigidity of hoursinde x covers restrictions on we ekend and night
work, require ments re lating to working time and the workwe ek f
taking into accountlegal provisions thafer specificallyto small f
to mediumsize companies in the manufacturing industry in which | 25% | 25%
continuous operation is economically necessasyvell as \, Difficulty of | Redundancy
mandated days of annualleave with pay. T he difficulty of redundancy | cost
redundancy index covers workersile gal prtasas against
dismissal, including the grounds permitted for dismissal and Mandatory legal e —
procedures for dismissal (individual and collective): notification ;ﬁq”"e"‘emmn dismissals _ includes notice pesiod
. . . .. for economic reasons and sevarance payments
and approval require me nts, retraining or reassignme nt obligations
and priority rules for dismissals and reemployrhe

25%, | 25%

Difficulty | Rigidity
of hiring | of hours

indax | index

The Redundancy costindicator measures the cost of advance notice requirements, severance payments:
due whenterminating a redundantworker, expressedin weeks of salary.

Survey Case Study
The business
is alimited liability company @erating in the manufacturing se ctor
islocated in the largest busine ss city
is100% domestically owned
has60 employees
The company is also assumed to be subjectto collective bargaining agree ments in economieswhere ¢
agreements cover more than hladf imnanufacturing sector and apply evento firms not party to them.

15



1. Historical data: Employing Workers in Madagascar

Employing Workers data

Doing Business 2008

Doing Business 2009

Doing Business 2010

Rank 152 152
Redundancy costs (weeks of salary) 30 30 30
Rigidity of employment index (0-100) 53 56 56

2. The following graphs illustrates the Employing Workers indicators in Madagascar over the past 3

years:
Rigidity of ermployrent inde: [O-100]
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3. Benchmarking Employing Workers Regulations:

Madagascar is ranked 152 overall for Employing Workers.

Ranking of Madagascar in Employing Workers - Compared to good practice and selected economies:

Employing Workers - Global Rank
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The following table shows Employing Workers data for Madagascar compared to good practice and comparator
economies:

Good Practice Rigidity of Redundancy
Economies employment costs (weeks

index (0-100) of salary)

Hong Kong, China* 0

New Zealand* 0

Selected Economy

Madagascar 56 30

Comparator Economies

Comoros 40 100
Kenya 17 47
Mauritius 18 4
Mozambique 40 134
South Africa 35 24

* The following economies are also good practice economies for :

Rigidity of employment index (0-100):Australia, Brunei Darussalam, Kuwait, Marshall Islands,
Singapore, St. Lucia, Uganda, United States

Redundancy costs (weeks of salaryPenmark, Iraq, Marshall Islands, Micronesia, Fed. Sts., Palau,
Puerto Rico, Tonga, United States



Registering Property

Formal property titles help promote the transfer of land, encourage investment and give entrepreneurs acc
formal credit markets. But a large share of property in developing e conomies is not formally re gistered. I nfc
tiles cannot be used as seiguin obtaining loans, which limits financing opportunitie s for businesses. Many

governments have recognized this and started extensive property titing programs. But bringing assets into
formal sector is only part of the story. The more difficult anos$tly it is to formally transfer property, the greater

chances that formalized title s will quickly become informal again. Eliminating unnecessary obstaclestoreg
and transferring property is therefore important for economic development.

Efficient property registration reduces transaction costs and helpsto formalize property titles. Simple proce
register property are also associated with greater perceived security of property rights and less corruption
benefits all entre prenesyiespe cially women, the young and the poor. The rich have few problems protecting
property rights. They can afford to inve stin se curity systems and other measure s to defe nd their property. |
entre preneurs cannot. Reform can change this.

Methodology o

Doing Business records the ful sequence of procedures nec esge Istering property: tnfnsfer T
, een 2 local companies

for a business (buyer) to purchase a property from another Rankings are based on 3 subindicators

business (seller) and to transfer the property title to the buyeris 9

name. The property of land and building will be teferredinits | Days to transfer property As % of property value,

entirety. The transaction is considered complete when the buydf ™ak €ty - no bribes included

can use the property as collateral for a bank loan.

Local property lawyers and officials in property re gistrie s provide
information onrequired procedures aswell as the timlecast to f
complete each one. For most economies the data are based on
responses from both. Based onthe responses, three indicators are |
constructed \

number of proceduresto register property

time to register property (in calendar days)

official costs toregister property (as a percentage of the
property value)

Steps to check encumbrances, obtaln clearance certificates,
prepare deed and transfer title so that the property
can be occupled, sold or used as collateral

Survey Case Study
The buyer and seller
are limite d liability companies
ae private nationals (no foreign ownership)
are bcated in periurban area of the large st business city
conduct general commaal activities

The property
consists of land and a-&tory building (warehouse)
islocated in the periurban commercial zone of the large st business city
Theland area is 557.4 76,000 square feet).
The warehouse hasatal area of929 fr(10,000 sqare feet).
has avalue equal to 50 time s income per capita
The seller company owned the property for the last 10 years.
isregisteredinthe land registry and/or cadastre and is free of all disputes

19



1. Historical data: Registering Property in Madagascar

Registering Property data

Doing Business 2008

Doing Business 2009

Doing Business 2010

Cost (% of property value)

Rank 150 152

Procedures (number) 8 7 7

Time (days) 134 74 74
11.6 7.5 9.7

2. The following graphs illustrates the Registering Property indicators in Madagascar over the past 3

years:
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3. Steps to Registering Property in Madagascar

It requires 7 procedures, takes 74 days, and costs 9.73 % of property value to register the property in Madagascar.

Registering Property in Madagascar

|—— Cost T Time |

=lu]

20 4
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30
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10 +

12

Cost (% of property value)

1 2 3 [ S
Procedures
List of Procedures:
1. Request two topographical extracts with coordinates at

the éService de la Topographiei

2. Request two copies of the certificate of registration and
the legal situation of the land at the Registrar of the
Property Registry

3. Request authorization to conduct a real estate

transaction at the Ministry of Urban Planning
(Ministere de liUrbanisme)

4. Notary draft and notarize the sale agreement

5. Registration of sale agreement at the Office of Property
Registry

6. Request transfer to be recorded in the books at the

Registrar of the Property Registry

7. Obtain the new certificate of transfer and legal standing
and the "Duplicata" at the Registrar of the Property
Registry

More detail is included in the appendix.




4. Benchmarking Registering Property Regulations:

Madagascar is ranked 152 overall for Registering Property.

Ranking of Madagascar in Registering Property - Compared to good practice and selected economies:
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The following table shows Registering Property data for Madagascar compared to good practice and comparator
economies:

Good Practice Procedures Time (days) Cost (% of
Economies (number) property
value)
New Zealand* 2
Norway* 1
Saudi Arabia 0.0

Selected Economy

Madagascar 7 74 9.7

Comparator Economies

Comoros 5 24 20.8
Kenya 8 64 4.2
Mauritius 4 26 10.7
Mozambique 8 42 11.3
South Africa 6 24 8.7

* The following economies are also good practice economies for :

Procedures (number):United Arab Emirates

Time (days): Saudi Arabia, Thailand, United Arab Emirates



Getting Credit

Firms consistently rate access to creditas among the greatestbarriersto their operation and growth. Doing
constructs two sets of indicators of how well credit markets function: one on credit registries and the other o
rights of borrowerand lenders. Creditregistries, institutions that colle ct and distribute credit informaton on

borrowers, can greatly expand access to credit. By sharing creditinformation, they help lenders assess risk
allocate credit more efficiently. They alsoérentre preneurs from having to rely on personal connections aloni

whentrying to obtain credit

Methodology

Creditinformationthree indicators are constructed
depth of creditinformation inde x, which me asures the extentto
which the rules of a creditformation system facilitate lending
based on the scope of information distribute d, the ease of
accessto information and the quality of information
public registry coverage, which reports the number of
individuals and firms covered by a public credigigry as a
percentage of the adult population
private bureau coverage, which re ports the number of
individuals and firms, covered by a private creditbureau as a
percentage of the adult population

Legal Rightsthe strength of legal rights index me asuties de gree
towhich collateral and bankruptcy laws prote ct the rights of
borrowers and lenders. Ten points are analyzed:

Can a business use movable assets as colateral while keeping

possession of the assets, and can any financial institution acce pssetis as collateral?

Doesthe law allow a business to grant a fpmssessory security rightin a single category of revolving mov
assets, without requiring a specific description of the secured assets?

Doesthe law allow a business to granta nongemsory se curity right in substantially all of its assets, withou
requiring a specific description of the secured assets?

Cana securiy right extend to future or afterquired assets and exte nd automatically to the products, proc
or replace ments difie original assets?

Is general description of de bts and obligations permitted in collateral agreements andin registration doc
sothatalltypes of obligations and debts can be secured by stating a maximum rather than a specific an
between thearties?

Is a collateral registry in operation thatis unified ge ographically and by asset type aswell as being inde:
the name of the grantor of a security right?

Are secured creditors paid firstwhen a de btor defaults outside an insolve ncy proc ethge a business is
liquidated?

Are secured creditors subjectto an automatic stay or moratorium on enforce ment procedures when ac
enters a cowdupervised reorganization procedure?

Are partiesallowedto agree in a collateral agree ment thatdimeler may e nforce its security right out of coul

Legal Rights Survey Case Study
The Debtor
isa Private Limited Liability Company
has its head quarters and only base of operations in the large st business city
obtains a loan from a local bank (the Cited) for an amount up to 10 timesincome (GNI) per capita
Both debtor and creditor are 100% domestically owned.
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