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Sintesi. Le normative locali e I'implementazione di regolamentazioni nazionali costituiscono un fattore de-
terminante per creare un ambiente favorevole alla crescita economica. Nel contesto dell'Unione Europea
(UE), le disparita locali rappresentano un ostacolo che mette a rischio la convergenza economica regionale.
L'articolo presenta un’analisi retrospettiva e si avvale di un dataset originale della Banca Mondiale che mi-
sura le differenze regionali nella regolamentazione d’impresa e la relativa implementazione in 16 stati mem-
bri dell’UE. Attraverso I'’analisi comparata tra paesi e I'identificazione di buone pratiche regolatorie, 1’arti-
colo si propone di fornire esempi che possano ispirare i policymakers nel rendere pit efficiente la burocrazia
per le imprese. L’articolo fornisce anche una base per comparare le future misurazioni dell’ambiente d’im-
presa nell’'UE, come quelle attualmente in fase d'implementazione da parte della Banca Mondiale attraverso
la nuova metodologia Business Ready.

Abstract. Local regulations and implementation of national laws constitute a deciding factor in creating an
investment climate conducive to economic growth. In the European Union (EU) context, local differences
are a hurdle to such growth and jeopardize regional economic convergence. This article analyzes an original
subnational dataset from the World Bank that reveals regional differences in business regulations and their
enforcement across 16 EU member states. The paper aims to offer insights for policymakers seeking to re-
duce bureaucratic inefficiencies and improve local business environments. The analysis is based on data
collected using the World Bank’s Doing Business methodology between 2017 and 2022. By taking stock of
such data, the article also provides a benchmark for assessing the contributions of new and upcoming as-
sessments of the EU subnational business environment that are currently being conducted through the
World Bank’s Business Ready methodology, which has replaced and improved upon Doing Business.
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1. Introduction

This paper analyzes an original dataset from a World Bank series of subnational studies on the EU
business environment, from 2017 to 2022. These data reveal regional differences in business
regulations and their enforcement within 16 EU member states, providing primary data for a total
of 115 cities. While the series focuses on subnational differences within each country, this paper
broadens the lens by offering cross-country comparative analyses and key findings.

Scholars have argued that, when the right conditions for its development and growth are in place,
the private sector promotes innovation and entrepreneurship, improves access to and the quality of
economic opportunities, and supports the sustainable use of natural resources (Loayza and
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Pennings, 2022). Among these conditions, the business environment — that is regulations and
conditions largely outside a firm’s control that influences how businesses behave throughout their
life cycle (De Soto, 1989) — is a key element enabling firm entry, job creation, and economic growth.
Characteristics of a friendly business environment, such as easy bureaucratic procedures and low
institutional barriers, often constitute one of the decisive “locational advantages” (Dunning, 1980;
Ascani et al., 2021) that, by making a place attractive, stimulates private sector activity and
investment.

This paper embraces the idea that a conducive business environment is a driver of growth not only
at the national level but also at the subnational level (Farole et al., 2017). In fact, while many of the
regulations and policies that make up the business environment are — from a de jure perspective —
nationally determined and thus uniform across a country, their impact may vary significantly across
regions, for several reasons. First, the implementation of national regulations may vary due to
differing interpretations of the legislation. Second, the capacities and incentives of local authorities
responsible for implementation may differ. Third, available public services might not be uniform
nationally.

Under these assumptions, subnational benchmarking exercises that allow for uncovering existing
successful business regulatory practices are a powerful tool for policymakers aiming to reduce
bureaucratic inefficiencies and improve the local investment climate. In fact, approaches or
operational procedures that have already proven successful within a country typically do not need
a legislative overhaul to be adopted by the rest of the country. Moreover, they do not entail the risks
typically associated with internationally inspired examples, as they do not need to be adapted to a
different institutional, economic, social, or cultural context.

Understanding subnational dynamics and making use of local good practices is particularly
important in the EU context, given the relevance of cohesion policies and convergence mechanisms
in the European integration process. The paper is structured as follows: Section 2 introduces the
dataset for EU NUTS-2 regions used to assess the local business environment and discusses its
limitations. Section 3 identifies trends across member states and key findings. Section 4 proposes,
through two examples, an evidence-based approach to policymaking, in which subnational data
help identify good and replicable local regulatory practices. Section 5 concludes.

The data used in this paper were collected through the World Bank Doing Business methodology
between 2017 and 2022. By taking stock of this dataset, the article also aims to establish a benchmark
against which newer assessments of the EU local business environment can be evaluated. This is
particularly relevant considering the transition to the World Bank Business Ready (B-Ready)
methodology, which has replaced and improved upon the Doing Business framework.!

2. Data, Methodology, and Limitations

The data used in this paper were collected between 2017 and 2022. The dataset covers 16 EU member
states and 115 cities, selected based on population size and geographical representation at the NUTS-
2 level. Five regulatory areas are assessed: starting a business, dealing with construction permits,
getting electricity, registering property, and enforcing contracts. The benchmarking exercise follows
the Doing Business methodology, which uses standardized case scenarios to allow comparisons

1 A subsequent subnational assessment of the business environment in the EU is currently being conducted through the Business Ready
(B-Ready) methodology, the World Bank tool to assesses the regulatory framework and public services directed at firms, and the efficiency
with which regulatory framework and public services are combined in practice. The first Business Ready subnational studies in the EU,
covering Bulgaria, Croatia Hungary, Portugal, Romania and Slovakia, are available at: https://www.worldbank.org/en/businessready. A
second set of Business Ready subnational studies in the EU is ongoing, covering Czechia, Greece, Ireland, Italy, Poland, and Spain. The
Business Ready in the European Union series also represents a continuation of the World Bank-European Commission (DG Regio) partner-
ship to measure regional disparities in the business regulation and their implementation across the EU.
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across cities and countries. Data were collected through expert questionnaires and interviews,
involving approximately 3,000 local practitioners overall, including lawyers, notaries, accountants,
architects, engineers, government officials, and judges.?

Several limitations should be acknowledged. First, the focus on major urban centers may limit the
generalizability of findings to smaller towns. Second, the time period includes the COVID-19
pandemic, which introduced disruptions that may not be fully captured in the dataset. Third, the
data used in this paper provide a proxy for a specific aspect of the business environment —namely,
the quality and efficiency of bureaucratic processes for companies. Other important factors that
shape the business environment and foster or hinder private sector development—such as security,
market size, macroeconomic stability, the state of the financial system, corruption, or the level of
workforce training and skills—are not measured. The analysis presented here should therefore be
interpreted with these caveats in mind.

The analytical approach in this paper is twofold: first, it presents descriptive cross-country and
within-country comparisons to identify patterns of regulatory divergence; second, it highlights
selected case studies of local good practices that have improved regulatory performance and may
offer replicable models for reforms.

3. Results: Regional Differences in EU Business Environments

Differences in the business environment are substantial not only among EU member states, but
also within each of them. Indeed, such subnational variations can be larger in magnitude than
those across countries. For example, in Greece, transferring a property between two local compa-
nies in Patra takes 24 days, more than three months faster than in Heraklion. This difference within
Greece is larger than the largest difference between the 16 countries for the time required for regis-
tering a property (figure 1).

Figure 1. Substantial differences in the business environment remain, both among and within EU member states.
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Source: World Bank Group, 2017-2022.

2 The Subnational Doing Business in the European Union series of reports, produced by the World Bank at the request of the European
Commission (Directorate-General for Regional and Urban Policy), captures regional differences in regulations and their enforcement in
EU member states. The reports use five stages in the life of a small to medium-size domestic firm as proxy to assess the efficiency and
quality of business regulation in regions and cities. The five stages are: business start-up, building permits, electricity connection and
supply, property transfer, and commercial litigation. The series assessed the regulatory environment for businesses and its impact on
local entrepreneurs in Austria, Belgium, Bulgaria, Croatia, Czech Republic, Denmark, Finland, Greece, Hungary, Ireland, Italy, the Neth-
erlands, Portugal, Romania, Slovakia, and Sweden. All data and related analytical reports are available at: https://www.doingbusi-

ness.org/eu.
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Note: The average time shown for each country is based on all cities covered by the data: 6 cities in Greece in 2019; 5 ci-

ties in Ireland in 2019; 8 cities in Portugal in 2018; 5 cities in Croatia in 2018; and 13 cities in Italy in 2019.

The scale of regulatory performance gaps among regions differs substantially across member-states.
If one looks at the gap between the lowest-scored and the highest-scored cities across indicators,
divergence is greatest in Italy, Finland, and Croatia (figure 2).

Average performance gap among cities
by country (across regulatory areas)
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Figure 2. Italy, Finland, and Croatia have the largest spread between the lowest-scored and the highest-scored cities
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Note: “N” reports the number of cities benchmarked in each economy. The figure considers only the EU member states
that have been benchmarked at the subnational level. The full dataset for the series is available at: www.doingbusi-
ness.org/eu.

The case of Croatia highlights that differences are found even in administratively centralized and
less populated countries (figure 3). And such differences can be even more pronounced than in
federal countries such as Belgium or Austria: subnational variations, in fact, do not stem only from
local regulations, but also from discrepancies in how the same national legislation is implemented
in practice.

Figure 3. Differences are found even in centralized countries: an example from Croatia
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Source: World Bank data, 2017.

On the other side of the spectrum, Denmark, Sweden, and the Netherlands are characterized by
minimal differences. These three countries are all characterized by both a high level of centralization
and robust national digital infrastructure. This means that for several bureaucratic procedures,
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entrepreneurs go through exactly the same process, through the same portal, regardless of where
they are based, and applications are processed centrally. In Denmark, for example, over 1,500 e-
government services are available through a single portal, including formalities to open a new
business, which can be completed directly by users. Similarly, Sweden has one of the most advanced
property transfer systems in the world, thanks to a centralized and fully electronic registration
platform. The system provides a high level of open data, electronic verification of documents and
identities of parties, as well as interoperability and interconnectivity across institutions and
databases, including the cadaster and land registry systems.

The scale of subnational variation observed in the studies also depends on the bureaucratic process
considered (figure 4). On average, the regulatory gaps are widest in construction permitting, due to
the important role of local authorities in this area.

Figure 4. Time needed to obtain construction permits in different cities in selected EU member states
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Source: World Bank data, 2017-2022.

The other two areas showing substantial variations are electricity connection and supply —driven
by the diversity of distribution companies” connection processes and fees, the size of their customer
base, and wait times for associated municipal permits—and enforcing a contract. The latter is
influenced by the efficiency of local courts in processing commercial disputes, the use of alternative
dispute resolution mechanisms, and the level of backlogs.

In some countries, dealing with business regulation is easier in smaller centers, while in others the
opposite is true. For example, on average across topics, dealing with bureaucratic processes is easier
in the less populated cities in Bulgaria and Hungary, while in the Czech Republic and Ireland the
biggest centers perform better than their smaller peers (figure 5). Uneven transaction volumes affect
performance in some larger cities. Higher volume of property sale transactions, for example, can
contribute to longer waiting times for property transfers. This is the case in Bulgaria, where in
Sofia—the capital and largest city of the country —transferring a property takes longer than in the
rest of the country. Similarly, in Budapest, the heavy workload of the chief architect’s office means
a wait for urban planning approval that is twice as long as in other Hungarian cities: one month
rather than two weeks on average. However, not all cities with higher transaction volumes struggle:
Prague and Dublin, for example, outperform all their peers in their respective countries across the
five areas measured.
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Figure 5. Capital cities sometimes lag behind their smaller peers
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Note: Average score (0-100) across five indicators, reflecting regulatory performance; higher scores indicate a more effi-
cient business environment. This figure shows how, in some countries, smaller cities outperform capital cities, while in
others the reverse holds.

4. Case Studies of Local Good Practices

Cities have both something to learn from and something to teach others. Take the example of
Romania: each indicator is led by a different city, and cities that do very well in one area perform
poorly in others. Oradea ranks at the top in registering property, but could look to Timisoara to
improve its performance in enforcing contracts. Similarly, Craiova and Iasi lead on dealing with
construction permits and getting electricity respectively, but lag behind on starting a business: they
could improve by taking inspiration from the peers where this process is easier (table 1).3 The
following paragraphs provide selected examples of how policymakers could leverage existing local
good practices that have proved successful in a city and replicate them, including promoting them
as a national standard.

Table 1. All cities have something to learn from and something to teach others: an example from Romania

Ranking within country

City Starting a Construction Getting Registering Enforcing
Business Permits Electricity Property Contracts
Brasov
Bucharest
Cluj-Napoca
Constanta
Craiova
lasi
Oradea
Ploiesti
Timisoara

Source: World Bank data.

3 Full dataset available at: https://subnational.doingbusiness.org/en/reports/subnational-reports.
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4.1 Local good practices making construction permitting easier: examples from cities in Austria

Building regulations in Austria are spread across multiple levels of legislation. Although federal
regulatory elements exist, construction permitting is primarily regulated at the state level and
implemented by city councils and their respective construction departments. Austrian cities 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 151.5 days, at a cost of 0.8% of the warehouse value. It is most difficult in Klagenfurt,
where entrepreneurs must complete three additional procedures, the process takes 278 days, and
developers spend 31% more than in Bregenz.

The city of Bregenz offers a good example of how to reduce procedures: there, the law does not
require the builder to provide a notification of commencement of construction works. Moreover,
since 2018 Bregenz does not require the builder to submit proof of land ownership, as municipal
authorities can verify ownership directly with the Land Registry. Other cities, where the developer
is still responsible for providing proof of land ownership, should follow suit. Graz already did so,
and removed this requirement as part of the city’s push to streamline bureaucratic processes in
response to the COVID-19 pandemic.

Time variations do not only depend on different regulations across states and cities. They also stem
from differences in municipalities” operational capacities. For example, onerous bureaucratic rules—
a requirement to submit permit applications in multiple copies, for example —contribute to logistical
challenges and delays in processing at building authorities in cities such as Linz and Salzburg.
Incomplete applications and requests for additional documents drive longer processing times in
Graz and Klagenfurt. These Austrian cities could learn from better-performing peers such as
Bregenz and Vienna about their experience of creating IT systems (figure 6). Interestingly, Bregenz
and Vienna are respectively the least and most populated of the cities measured in the study, hinting
that digitalization in this field can benefit cities regardless of their size. In these two cities, the efforts
to digitalize the permitting process to eliminate redundant paperwork allow multiple offices to
review the same application simultaneously. The authorities in Vienna issue building permits faster
than most other cities despite a higher workload. In the capital, developers can submit permit
applications, including all required attachments, and provide notifications about the
commencement and completion of construction works through the “Mein.Wien” portal. Similarly,
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
allows builders to submit all relevant forms, documents, and communication online.
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Figure 6. Digitalization efforts made obtaining building permits faster in Bregenz and Vienna
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Obtaining the building permit can take anywhere from 75 days in Bregenz to 180 days in Linz.
Although all cities are in line with the federal statutory time limit of six months for public authorities
to issue industrial operating permits and building permits, Bregenz, Innsbruck, and Salzburg are
subject to a lower time limit of three months as stipulated by their respective state construction
codes. Austria could consider aligning the federal statutory time limit to the one in these three states.
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 applications
are delayed.

Austrian cities could realize further efficiency gains by implementing simplified, fast-track building
permit processes, such as Vienna’s Article 70a model for common, low-risk construction. This
process allows a developer to begin construction 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.

4.2 Local efforts to improve court efficiency: examples from Italian cities

Owing to a long history of court backlogs and slow litigation, resolving a commercial dispute
through the district courts in Italian cities takes longer and costs more than in most of the European
Union. Cities face common challenges that influence trial time, including a high average number of
adjournments, delays in judgment issuance and staffing gaps. In 2019 the average trial in the 13
Italian cities benchmark lasts two and a half years (figure 7). Still, the efficiency of litigation varies
widely across the country. Some district courts have in fact introduced innovative solutions to better
organize their work, have a more efficient labor division, leverage on new technology, or incentivize
the use of alternative dispute resolution mechanisms.
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Figure 7. Across Italian cities, enforcing contracts takes two and a half years
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The Strasbourg Program introduced by the district court in Turin is a successful example of case
management which resulted in a significant reduction of the backlog (about 27% in five years) and
a substantial increase in speed of civil cases. The court sorted cases by their filing date and prioritized
older cases for resolution. Judges were instructed to set a timetable during each case’s first hearing,
grant fewer and shorter adjournments and issue shorter judgments, among other things. By 2010
cases three years or older were only 5% of the court’s caseload. Furthering these efforts, more
recently the court has focused on developing management criteria that ensure staff is assigned to
sections according to their expertise. This has created a corps of very specialized professional and
honorary judges. Additionally, while electronic case filing is common among companies
everywhere, in Turin it has caught on even among citizens. Consequently, most of the court’s
incoming cases are filed electronically. Turin has disaggregated electronic and in-person filings so
they are handled by two different offices. This division of labor increased the efficiency of the
chancellery, allowing more of its staff to support judges directly.

Recent initiatives in Milan, such as regular strategic planning and monitoring and evaluation, have
helped reduce the time needed to resolve a commercial dispute in this city by 10 months compared
to 2012. Milan also produces an annual management plan based on projections from the previous
year’s court performance reports. Such annual plan allows the court to reallocate staff to the sections
that need them most. Other courts might explore the possibility of more frequent and flexible
strategic alignments, which would help tracking unprecedented caseload changes, and swiftly
respond by reallocating judges. Milan was also the first to pilot a new staff-support program for
judges, called Ufficio per il Processo. The program creates a “judge’s office” of sorts, by allowing
professional judges to apply for a trainee and honorary judges (fixed-term judges, appointed on
three-year contracts, whose role is limited to auxiliary tasks) to support them in leveraging their
workload by providing assistance in smaller cases.

Increased automation may be able to help in balance workloads. The District Courts of Bologna and
Naples have an automated algorithm-based case-assignment system that uses real-time data. The
algorithm considers each court section’s workload and assigns cases to individual judges
accordingly, helping to prevent judges from becoming overburdened as well as promoting faster
issuance of judgments. Other district courts could easily adopt the same approach.
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Courts in Italy could draw inspiration from Florence’s Giustizia Semplice model to promote
mediation services and alternative dispute resolution (ADR). Starting in 2013, Florence became a
pilot location for mediation services. Scholars from the University of Florence started collaborating
with the local district court to bring together judges, lawyers and academics to develop learning
modules aimed at helping the court promote ADR as a way of reducing historical case backlogs. In
2017, the University and the court secured new local partners to contribute to the effort, such as the
local Chamber of Commerce and the local bar association. Each year, the program provides scholars
to support judges in determining which cases should be referred to mediation. In parallel, the
program trains lawyers on mediation. Owing to this program, the number of pending cases in
Florence’s district court’s commercial section has consistently decreased, and dropped to 6,926 in
2019 from a peak of 10,352 in 2013. Successes in Florence have inspired budding mediation initiatives
in other Italian courts including in Rome.

5. Conclusions

This paper has highlighted the persistent and significant subnational differences in the business
regulatory environment across EU member states, using original World Bank data covering 115
cities in 16 countries. The findings underscore the importance of looking beyond national analyses
to understand the real challenges and opportunities facing businesses at the local level. The analysis
offers several key takeaways for policymakers and stakeholders interested in fostering regional
competitiveness and economic convergence within the EU:

e subnational disparities in regulatory performance can exceed differences observed between
countries, demonstrating that local implementation and capacity are critical determinants of
the business environment.

e The largest regulatory gaps are found in areas where local authorities play a central role,
such as construction permitting, electricity connections, and contract enforcement,
suggesting that targeted reforms at the municipal or regional level can yield substantial
improvements.

e High-performing regions often benefit from centralized digital systems and streamlined
procedures, as seen in Denmark, Sweden, and the Netherlands, where national digital
infrastructure supports regulatory convergence and efficiency.

e  Within each country, no single city excels across all regulatory areas; rather, different cities
set the benchmark in different domains. This indicates that all cities—regardless of size or
administrative status—have both strengths to share and weaknesses to address.
Policymakers should therefore prioritize systematic identification, dissemination, and
adoption of proven local good practices. By leveraging successful approaches already
functioning within their own national contexts, countries can accelerate reforms without the
risks and adaptation costs associated with importing foreign models.

By taking stock of these past assessments, the paper provides a benchmark for evaluating progress
under the World Bank’s newer B-Ready methodology, which aims to provide even more
comprehensive and actionable insights. Policymakers can leverage these findings to design targeted
reforms that reduce bureaucratic inefficiencies, support firm growth, and promote more inclusive
regional development across the EU.
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