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Abstract

support economic growth in advanced economies (AEs). However, relatively little is known about

restrictions to competition in emerging market and developing economies (EMDEs). We fill this
gap by comparing product market regulations across 33 AEs and 37 EMDEs using standardized indicators
developed by the Organisation for Economic Co-operation and Development and collected jointly with the
World Bank Group. Product market regulations are found to be more restrictive and more variable in EMDEs
than in AEs. Most variation among countries can be attributed to differences in sector policies. This analy-
sis allows policy makers to identify areas for reform and prompts policy researchers to investigate the links
between product market regulation and economic development in EMDE:s.

R eforms to foster competition in product markets have been shown to improve productivity and

Georgiana Pop and Christine Qiang supervised the preparation of the note and provided guidance. The note also benefit-
ed from conversations with Graciela Miralles and comments from Peter Kusek, Sylvia Solf (all World Bank), and Cristiana
Vitale (Organisation for Economic Co-operation and Development). In addition, Vladana Ajvag assisted with desk research
and data coding.
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Introduction

ter-paid jobs for more people in emerging markets and developing economies (EMDEs). Jobs

and economic transformation is a key development agenda embraced by the World Bank Group
(WBG) and its member countries. Economic transformation should lead to more, better, and more inclu-
sive jobs. To bring about such jobs, economic transformation requires raising productivity by shifting labor
and other production inputs from low-productivity economic activities to high-productivity ones—such as
those across firms within the same industry, across industries, or across regions—or from informal sector
to formal sector activities (World Bank 2019). Although improving productivity may entail some job loss-
es in the short run, in the medium to long run, productivity growth can generate higher demand for labor.
Measures to enhance competition and improve market functioning are among several key policies affect-

P roductivity growth is essential for accelerating economic transformation and providing bet-

ing all channels of productivity growth that lead to jobs and economic transformation.!

However, restrictive regulation of product mar-
kets can hamper productivity growth by limiting
competition in markets. Although government in-
terventions in markets are sometimes justified and
indeed necessary, poor interventions that limit en-
try, reinforce dominance, impose undue burdens,
facilitate collusion, or distort the playing field harm
market contestability. Weaker competition dimin-
ishes productivity level and growth by (a) reducing
the incentives of firms to innovate and upgrade pro-
duction (productive efficiency),? (b) causing resource
misallocation across firms and sectors (allocative ef-
ficiency),’ and (c) limiting the entry of more produc-
tive firms and the exit of unproductive ones (market

selection).* Removing barriers to competition has
been shown to result in significant productivity im-
provements. In Australia, for instance, the implemen-
tation of the National Competition Policy increased
gross domestic product (GDP) by at least 2.5 per-
cent in the 1990s (Productivity Commission 2005).3

In addition, restrictions in key input sectors can
trickle down and hamper firm performance and
job creation in downstream industries. Several
cross-country studies find that anticompetitive regu-
lations in key upstream industries (energy, transport,
and communications) and professional services (le-
gal, accounting, architecture, and engineering) have

' See Dieppe (2020) for a review of recent productivity trends and Dauda (forthcoming) for a review of the literature on
the effects of competition on jobs and economic transformation.

oo W

BARRIERS TO COMPETITION IN PRODUCT MARKET REGULATION | 1
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See Bartelsman and Dhrymes (1998) and Olley and Pakes (1996).

See Eslava et al. (2013), Hopenhayn (1992), and Jovanovic (1982).

The estimate of 2.5 percent is conservative and reflects productivity and price changes in key infrastructure sectors.



significantly restricted productivity growth and ex-
port performance of manufacturing firms.® The ef-
fect was stronger in sectors that used the inputs more
intensively and that were closer to the productivity
frontier. Country-specific evidence also supports the
finding that reforms in service sectors have had sig-
nificant positive effects on the productivity of man-
ufacturing firms.’

Despite the importance of product markets for de-
velopment, relatively little is known about restric-
tions to competition in these markets in EMDEs.
Currently, the Economist Intelligence Unit, the World
Economic Forum, and the Bertelsmann Foundation
publish indicators of competition across a wide range
of EMDEs. However, those indicators rely largely
on the perceptions of business executives and do not
offer policy makers actionable insights. Other indi-
cators, such as the Services Trade Restrictiveness
Index, the FDI Regulatory Restrictiveness Index,
and the Doing Business indicators are more policy
oriented and capture some restrictions to trade, in-
vestment, and entrepreneurship that are also barri-
ers to competition. Yet those indicators do not pro-
vide information on critical competition issues, such
as distortions caused by state involvement or sec-
tor regulation.

The Product Market Regulation (PMR) indica-
tors shed more light on the extent to which govern-
ment interventions restrict competition. The PMR
database offers internationally comparable indica-
tors that measure the degree to which regulations on
the books foster or limit firm entry and competition
in areas of the product market where competition is

viable.® Data are collected in five-year intervals. The
PMR indicators cover both economywide barriers
to competition and barriers in key enabling sectors.
The 2013 —17 economywide indicators capture bar-
riers to competition in three high-level policy areas:
state control, barriers to entrepreneurship, and bar-
riers to trade and investment. Each of those areas is
an aggregation of specific policy issues, such as the
scope and governance of state-owned enterprises,
administrative burdens and rule-making standards,
and tariff barriers and restrictions on foreign direct
investment. The 2013 —17 sectoral indicators cover
barriers to competition in selected sectors, includ-
ing energy (electricity, gas); transport (air, rail, road);
communications (telecom, post); professional ser-
vices (accounting, legal, architecture, engineering);
and retail trade. Although the PMR indicators touch
on a wide range of topics and sectors, they remain
focused on competition and do not cover exhaustively
other private sector development issues. Appendix A
contains more details about the PMR methodology.

Together with the Organisation for Economic Co-
operation and Development (OECD), the WBG
has extended the coverage of the PMR database
to 71 countries. The database covers 33 advanced
economies (AEs) and 38 EMDEs shown in Map 1.°
Jointly, these countries account for 86 percent of
global GDP and 71 percent of world population. The
OECD collected data for 33 AEs and 14 EMDEs,
while the WBG gathered information on the remain-
ing 24 EMDEs. The OECD and the WBG began re-
cently a new wave of data collection, and work is
currently under way to include more EMDEs in the
sample.!?

¢ See Barone and Cingano 2011; Bourles et al. 2013; and Egert and Wanner 2016.

’ See Arnold et al. (2016) and Bas (2014) for India; Shepotylo and Vakhitov (2015) for Ukraine; Bas and Causa (2013) for
China; and Arnold, Javorcik, and Mattoo (2011) for the Cgech Republic.

¢ The PMR indicators do not reflect the extent to or manner in which laws and regulations are enforced. Hence, a coun-
try that has competition-friendly laws “on the books”, but that does not enforce such laws, would still obtain a favor-

able score.

9 The classification of economies into AEs and EMDEs follows the International Monetary Fund (IMF) definition.
9 Because of differences in the PMR methodology, the 2018 data are not fully comparable to the data collected between

2013 and 2017.
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Map 1. Country Coverage

Il AEs
B EMDEs

[ No data

Source: Authors’ analysis based on data from the 2013 OECD PMR database and the 2013 -17 WBG-0OECD PMR database.

This note provides a summary of product mar-
ket restrictions across AEs and EMDEs. The note
summarizes first average PMR scores in AEs and
EMDEs.!" The differences in the variation of PMR
scores across and within the two country groups are
then reviewed, and the main areas of policy con-
vergence and divergence identified. The analysis is
based on the review of more than 800 policy issues
captured by the PMR indicators between 2013 and
2017." The note highlights the key overarching find-
ings from the analysis. The list of countries covered
and the summary statistics behind these findings are
presented in Appendices B and C.

Product Market Regulation
in AEs and EMDEs

On average, product market regulations are more
restrictive in EMDESs than in AEs, but there is
significant variation across countries. There are
generally more regulatory barriers to competition in
EMDEs (figure 1). However, averages mask signif-
icant variation across countries (figure 2). Policies
vary among both AEs and EMDEs. In both country
groups, the economywide score of the most restric-
tive country is more than twice as high as the score
of the least restrictive country. The range of country

It may be argued that some of the EMDEs resemble more AEs than EMDEs. EMDEs in Europe and Central Asia, for
instance, could be hypothesiged to be more similar to AEs because membership in or association with the European
Union harmoniges product market regulation. Similarly, product market regulation in upper-middle-income countries
could more closely resemble product market regulation in AEs than in other EMDEs. Disaggregating the PMR data by
region or income group is problematic because of limited coverage. Nevertheless, a sensitivity analysis found that (a)
EMDEs in Europe and Central Asia and (b) upper-middle-income countries are more similar to other EMDEs than to AEs.

2" For each of the countries, the data are available at one point in time between 2013 and 2017 as follows: 47 countries
(2013). 9 countries (2014), 2 countries (2015), 6 countries (2016), 5 countries (2017), and 1 country (2018). See Appendix

B for more information on specific countries.
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Figure 1. Average PMR Scores

Figure 2. Variation in PMR Scores
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Source: Authors’ analysis based on data from the 2013 OECD PMR database and the 2013 -2017 WBG-OECD PMR

database.

Note: Scale for both figures is 0 -6, from least to most restrictive. The boxes in figure 2 show the interquartile range cor-
responding to half of all values. The line in each box marks the median. The left and right whiskers mark minimum and

maximum values.

scores is even larger in the case of sectoral indica-
tors. Clear trends also become apparent when an-
alyzing the standard deviation of PMR scores in
both country groups and after dividing that statis-
tic into economywide and sectoral components. The
standard deviation of economywide scores among
EMDE:s is more than double the deviation among
AEs, which suggests fewer differences among AEs
than EMDESs. In the case of sectoral indicators, the
standard deviation in scores is more comparable be-
tween the two country groups, with EMDEs only
slightly more different than AEs.

Policy Convergence

Economywide policies converge among AEs and,
to a lesser extent, among EMDEs. The restrictive-
ness of economywide regulations varies less among
AEs than among EMDEs." In all three high-lev-
el policy areas covered by the PMR indicators, ad-
vanced economies adopt similarly pro-competitive
regulations (figures 3 and 4). Differences among
these countries have diminished over time as gov-
ernments have reformed their regulations to allow
for more competition (Koske et al. 2015). According

to the PMR indicators, the barriers to trade and in-
vestment are low across all advanced economies, and
the barriers to entrepreneurship are limited in most
AEs. Advanced economies also intervene less fre-
quently through direct control of enterprises. In con-
trast, all three types of barriers are common among
emerging and developing economies. Such barri-
ers include cumbersome licensing processes, equi-
ty restrictions for foreign investors, price controls,
and other forms of protectionist regulation that may
shield incumbents from market competition.

Sector regulations converge less than economy-
wide policies, but they are slightly more aligned
in AEs than in EMDEs. Sector regulations vary sig-
nificantly across both AEs and EMDEs, and there are
more differences across countries than in the case
of economywide policies. However, the differences
in policies are generally smaller among AEs than
among EMDESs. AEs generally converge on pro-com-
petition policies, but in some cases—such as the
regulation of shop opening hours—EMDEs adopt
such policies more consistently than AEs (box 1).
Convergence among AEs can be partly explained
by the creation of the European Single Market and

®° The average standard deviation of economywide PMR indicators is one-third smaller among AEs than among EMDEs.
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Figure 3. Average PMR Scores by
Policy Area

Figure 4. Variation in PMR Scores
by Policy Area

® State control
.'g

g Barriers to entre-

] preneurship

USJ Barriers to trade

& investment

Network sectors

g Professional

8 services
w

Retail trade

0 05 10 15 20 25 30
Score
B AEs B EMDEs

State control —
Barriers to entre-
preneurship

Barriers to trade
& investment

Economywide

Network sectors
g Professional
B services
w

Retail trade | |
5 6
Score
B AEs B EMDEs

Source: Authors’ analysis based on data from the 2013 OECD PMR database and the 2013 -2017 WBG-OECD PMR

database.

Note: Scale for both figures is 0 -6, from least to most restrictive. The boxes in figure 4 show the interquartile range cor-
responding to half of all values. The line in each box marks the median. The left and right whiskers mark minimum and

maximum values.

the fact that 26 of the 33 countries belong to the
European Economic Area. In network sectors, for
instance, advanced economies consistently allow for
more competition through limited state participation,
lower entry barriers, vertical separation, regulated
access to infrastructure, tariff control, and intercon-
nection requirements. Most of those policies are sup-
ported under the European Single Market. Within
the seven network sectors covered by the PMR indi-
cators, the most homogeneous regulations can be

found in telecommunications and road transport.
Regarding telecommunications, nearly all AEs man-
date mobile interconnection and require operators
to publish reference offers, thus leveling the play-
ing field for all operators. Similarly, AEs generally
do not have quotas or special authorization proce-
dures for coach and truck businesses, and their reg-
ulation on backhauling and cabotage is more liber-
al than in the rest of the world— particularly among
European Union member states.

Box 1. In retail, AEs rarely control prices, whereas EMDEs allow for more
flexible shop opening hours.
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Policy Divergence

Generally, two-thirds of cross-country variation
in product market restrictions can be attributed
to differences in sector regulations. The sectoral
component accounts for 67 percent of total varia-
tion." Sectoral variation is more prominent among
EMDEs, but it also high in relative and absolute
terms in AEs. Thus, both AEs and EMDEs have
highly heterogeneous sector policies, and that het-
erogeneity drives observed differences in product
market regulations across countries.

The state footprint is bigger and more varied
among EMDEs, particularly in sectors where
the economic rationale for state involvement is
less clear. State participation in the economy does
not need to restrict competition if markets are con-
testable and if private companies are treated on par

b. Regulation of shop opening hours

Sundays
and holidays

M EMDEs

Saturdays Weekdays

with state-owned enterprises (SOEs). However, the
presence of SOEs may also give rise to favorable
treatment by governments and create barriers for
private sector growth. In general, state ownership is
more common among EMDEs, and the standards of
SOE governance less developed. The governments of
EMDEs are more active in 36 of the 44 sectors cov-
ered by the PMR indicators (figure 5). Government
ownership is also more widespread in EMDEs. On
average, governments of EMDEs own stakes in 26
of 44 sectors, compared with 22 sectors with state
participation in AEs. The differences in state pres-
ence vary markedly by sector. In sectors that are
generally characterized by natural monopoly, there
are no significant differences in state involvement
among AEs and EMDEs. However, the governments
of EMDEs are, on average, more active in sectors
where the economic rationale for state ownership is
less clear, such as manufacturing or retail.

™ The economywide and sectoral components of the PMR indicators are equally weighted. This means that the observed
difference in variation between the two components is not inherent to the PMR methodology but is attributable to dis-

crepancies among economywide and sectoral policies.
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Figure 5. Share of Countries with at Least One Publicly Owned Company
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Source: Authors” analysis based on data from the 2013 OECD PMR database and the 2013 -2017 WBG-OECD PMR database.
Note: The sector definitions are based on the PMR methodology. For instance, gas is assumed to be distributed through
anetwork and not in containers. The sector categorigation is indicative. The rationale for SOE presence may vary among
countries. For instance, the economic rationale for state ownership in mobile telecommunications is stronger in countries
with a wholesale access network because such a network is a natural monopoly. The economic rationale for SOE presence
may also be weaker in some subsectors of the sectors shown. For instance, the economic rationale for SOE presence is
weaker in the generation of electricity from wind energy, but stronger in the generation of electricity from nuclear energy.
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The regulation of professional services differs sig-
nificantly within both AEs and EMDEs. The PMR
indicators cover four professional services: legal,
accounting, architecture, and engineering. The pro-
fessionals seeking to provide these services are gen-
erally required to prove that they possess the nec-
essary qualifications. Although exams are common,
the required length of work experience and level of
education vary. The minimum time needed to qual-
ify as an attorney, for instance, ranges among AEs
from 4 years and 3 months in New Zealand to 10
years in the Slovak Republic; similar ranges exist in
EMDE:s. Conduct regulations are also highly hetero-
geneous among both AEs and EMDEs. Most AEs
and EMDEs engage in some form of price regulation
in at least one of the four professional service sec-
tors covered by the PMR indicators. Yet the restric-
tiveness of regulation varies from nonbinding rec-
ommendations for some services (in Denmark, for

Figure 6. Variation in PMR Scores in
Network Sectors
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Gas
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Telecom | ! !! !
Post
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Il AEs B EMDEs

instance) to binding price floors for most (Greece) or
all services (Brazil). Excessive qualification require-
ments and price controls can stifle competition by
unduly limiting entry and restricting the ability of
service providers to differentiate their offerings.

In network sectors, product market regulations
are more restrictive and variable in EMDESs, main-
ly because of higher entry barriers and differ-
ences in market structure. As noted in the “Policy
Convergence” subsection in this note, AEs have har-
monized their regulations in some network sectors,
most notably communications and road transport.
However, the regulations in those and other network
sectors, such as energy, are less aligned in EMDEs
(figure 6). On average, most differences among EM-
DEs and AEs are attributable to entry barriers (fig-
ure 7). These barriers are higher in EMDEs and are
reinforced by the market structure. In most EMDEs’

Figure 7. Average PMR Score
Differences among EMDEs and AEs
in Network Sectors

Electricity
Gas
Telecom
Post

Rail
Airlines
Road

-2 0 2 4 6
Score difference

B Public ownership
Market structure

B Entry regulation
B Vertical integration
I Price control

Source: Authors’ analysis based on data from the 2013 OECD PMR database and the 2013 -2017 WBG-OECD PMR

database.

Note: Scale for figure 6 is 0 -6, from least to most restrictive. The boxes in figure 6 show the interquartile range corre-
sponding to half of all values. The line in each box marks the median. The left and right whiskers mark minimum and max-
imum values. Higher values in figure 7 indicate bigger differences in the average PMR score among EMDEs and AEs (that
is, more restrictive policies in EMDEs than AEs). The score differences have been calculated separately for five policy areas
to show their relative importance. The difference between the average PMR score in each of the sectors is equal to the
average difference of the PMR scores for each of the policy areas that are measured in this sector.
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electricity and gas sectors, for instance, the largest
firm controls more than half of the market, where-
as energy markets in AEs are less concentrated (fig-
ure 8). High market shares can translate into domi-
nance and increase the risk of exclusionary practices.
Entry barriers are further raised by limited enforce-
ment of competition laws and inadequate market reg-
ulation, such as rules around the unbundling of ver-
tically integrated companies and policies to ensure
third-party access to essential facilities. In the tele-
communications sector, for instance, EMDE regu-
lators rarely control the rates that dominant opera-
tors charge their competitors for connecting to their
network. The absence of tariff regulation allows the
largest firms to set high interconnection rates, thereby
encouraging customers to subscribe to their network
and thus facilitating an increase in market concen-
tration over time. Eventually, the largest firms amass
enough market power to stave off competition and
price their services at a premium.

Heterogeneity also persists among AEs in energy
and some transport regulations. Although more
consistent than in EMDEs, the regulation of the

electricity and gas sectors, as well as airlines and rail
companies, still diverges noticeably among advanced
economies (figure 6). The markets in those sectors
are generally more developed in OECD countries,
with more players and more flexible entry regulation
but different degrees of public ownership and verti-
cal integration. Fewer than 20 percent of advanced
economies require ownership or legal separation in
electricity distribution, for instance. Similarly, some
countries continue to own stakes in each of the infra-
structure sectors, whereas others, such as the United
Kingdom, have largely privatized their holdings in
energy and transport.

Finally, EMDEs create a wider range of barri-
ers to entrepreneurship, trade, and investment.
Whereas such barriers are consistently low among
AEs, they are highly heterogeneous among EMDEs.
They include basic restrictions such as cumbersome
licensing processes, tariffs, limits on foreign invest-
ment, and price controls. It takes an average of 10
procedures and 22 days to register a sole proprietor-
ship in EMDEs, but the time range is significant:
from 1 day in the fastest country to 138 days in the

Figure 8. Market Shares of the Largest Firm in the Energy Sector
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Source: Authors” analysis based on data from the 2013 OECD PMR database and the 2013 -2017 WBG-0OECD PMR database.
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slowest. Similarly, the restrictions on foreign equity
and effectively applied tariffs are several times high-
er in EMDESs than in AEs, but many countries—such
as those in Eastern and Central Europe—are more
open to trade and investments than advanced econ-
omies. Price controls cover a wide range of products
and services, from staples (such as milk and bread)
to business services (such as road freight transport).
Recent research found that government regulation of
retail prices is more concentrated among lower-in-
come countries, particularly with regard to energy
products (such as petroleum and electricity) and basic
foodstuffs (such as cereal products and sugar) (World
Bank 2020). Such findings confirm differences in
policy approaches among EMDEs. Price controls can
have several unintended negative effects on market
outcomes: they can steer prices away from equilib-
rium levels, leading to shortfalls or waste; reduced
product differentiation and investment; and, poten-
tially, collusion among suppliers.

Conclusions

Removing regulatory barriers to competition in
product markets could contribute to jobs and eco-
nomic transformation in EMDES, a top develop-
ment priority in those countries. Product market
regulation is, on average, more restrictive and hetero-
geneous in EMDESs than in AEs, a fact that implies
there is significant scope for reforms. Evidence from
AEs shows that reducing the restrictiveness of prod-
uct market regulation can translate into productivi-
ty gains in both upstream and downstream sectors.
Although more research is needed, preliminary sim-
ulations conducted by World Bank staff using PMR
data suggest that EMDEs could also benefit substan-
tially from removing regulatory barriers to compe-
tition. In Senegal, all else being equal, reforms in
services could increase annual GDP by 0.2 to 0.5
percent (Pop and Corthay 2018). In Argentina, such
reforms could bring about 0.1 to 0.6 percent in addi-
tional growth (Licetti et al. 2018). Significant gains
in productivity have also been found for countries
in Southern and Eastern Europe (Van der Marel,
Kren, and lootty 2016). Thus, reforming product
market regulation can contribute to jobs and eco-
nomic transformation.

Overall, prioritization of reforms of product mar-
ket regulation depends on country context. The
PMR database lists a wide range of reforms that pol-
icy makers in EMDESs could undertake to encour-
age competition in product markets. This informa-
tion reflects the strengths and weaknesses of product
market regulation in each of the countries included
in the database. However, the relevance and feasi-
bility of reforms depend largely on country context.
Although the restrictions highlighted in the PMR
database are detrimental to competition, their poli-
cy rationale and economic impact varies from coun-
try to country. The feasibility of policy changes also
varies significantly. Sisyphean reforms in some coun-
tries can be quick wins elsewhere and may become
more realistic over time.

Policy convergence suggests, however, that some
reforms may be less controversial and more fea-
sible to implement than others. Whereas the PMR
data for EMDEs are recent, the data for AEs are avail-
able for previous time periods. The analysis of PMR
data over time reveals that AEs historically had more
stringent regulations in place, and that more restric-
tions have been removed than introduced (Koske et
al. 2015). In some sectors, such as road transport and
telecommunications, AEs have converged on low lev-
els of restrictiveness, whereas in other sectors the reg-
ulatory stance varies considerably. For instance, many
AESs have successfully abolished route approvals for
buses and freight sharing among trucks, even though
such restrictions were common in OECD countries in
the 1970s. The widespread removal of those restric-
tions in AEs suggests that such barriers could be rel-
atively easily lifted in EMDEs.

In areas of policy divergence, policy makers can
learn from countries at the forefront of reforms.
Most policy areas covered by the PMR data are char-
acterized by varying degrees of policy divergence
among countries. The regulation of retail trade and
professional services are notable examples. Although
such divergence suggests significant underlying dif-
ferences in country characteristics, it also gives re-
form-oriented policy makers a point of reference and
a learning tool. In all the policy areas covered by the
PMR database, there exists at least one country that
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has found ways to allow for more competition. Though
the policies chosen by the most competition-friendly
economies may not apply to all, their example allows
other economies to question and investigate their own
policy choices. Countries that restrict shop opening
hours or limit the sale of pharmaceuticals, for instance,
can look to the experiences of countries that have re-
moved such barriers, study the effects of those poli-
cies, and draw lessons that apply to their own contexts.

The increasing availability of PMR data now per-
mits further research on productivity growth and

BARRIERS TO COMPETITION IN PRODUCT MARKET REGULATION | 11

jobs in EMDESs. Because of better data availabili-
ty, most of the empirical literature on the econom-
ic effects of product market reforms has focused on
AEs. With more PMR data available, researchers can
now assess whether the link between product market
regulation and productivity also holds for EMDEs.
Further research on the effects of market regula-
tion on productivity growth and jobs could provide
much-needed evidence to advocate for pro-compe-
tition reforms in EMDEs. The WBG will contin-
ue to support those efforts by collecting PMR data
for 10 additional countries between now and 2022.
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The PMR database contains a very detailed set of in-
ternationally comparable indicators that measure the
extent to which regulations foster or limit firm entry
and competition in areas of the product market where
competition is viable. The indicators are derived from
answers to more than 800 questions (based on the
2013 questionnaire) that are sent to government of-
ficials. Whereas some answers to the questionnaire
are quantitative, others are qualitative. To facilitate
analysis of qualitative answers, the Organisation for
Economic Co-operation and Development converts
all responses into numerical scores. The scores range
from 0 to 6, with higher scores indicating that regu-
lations are more restrictive of competition. The nu-
merical scores assigned to each of the answers are
aggregated into economywide and sectoral scores
following a standardized process.

Appendix A.
Overview

of PMR
methodology

The economywide PMR indicators measure the ex-
tent of regulatory barriers to firm entry and rivalry
in wide-ranging and important policy areas such as
the state’s involvement in economic activities, regu-
latory procedures and administrative burdens that in-
hibit business formation and growth, and tariff bar-
riers and treatment of foreign suppliers that hamper
foreign investment and trade. For the economywide
indicators, the scores assigned to each of the answers
are aggregated to capture the extent of regulations in
18 low-level policy areas. The low-level indicators are
then aggregated into seven mid-level indicators. The
seven mid-level indicators are further aggregated in-
to three high-level indicators (state control, barriers
to entrepreneurship, and barriers to trade and invest-
ment). Finally, the three high-level indicators are ag-
gregated into an overall PMR indicator (figure Al).

Figure A1. Schema of Economywide PMR Indicators
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Source: Koske et al. (2015)
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The sectoral indicators assess the extent of regulato-
ry barriers to firm entry and competition in key en-
abling sectors: network sectors (energy, transport, and
communications); professional services; and retail dis-
tribution (figure A2). These sectors are vital for the
entire economy, because their functioning has trick-
le-down effects for sectors that rely on them for pro-
duction inputs. For the network sectors, the individu-
al scores are aggregated into 22 low-level indicators,
which are then are aggregated into seven mid-level in-
dicators: electricity and gas (energy); telecom and post

(communications); and rail, airlines, and roads (trans-
port). The mid-level indicators are finally aggregated
in an overall network market regulation indicator. For
professional services, the overall indicator is an aggre-
gation of four high-level indicators (accounting, legal,
architecture, and engineering). These four high-level
indicators are an aggregation of two mid-level indi-
cators relating to entry and conduct regulations. For
the retail distribution indicators, the individual scores
are aggregated into six high-level indicators and then
into an overall retail indicator.

Figure A2. Schema of Sectoral PMR Indicators
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Source: Koske et al. (2015).
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Appendix B.
List of
Countries

Covered by
the PMR

[ ]
Indicators

Year of
Advanced economies coverage | Emerging market and developing economies | coverage
Australia 2013 | Argentina 2014
Austria 2013 | Bolivia 2016
Belgium 2013 | Brazil 2013
Canada 2013 | Bulgaria 2013
Cyprus 2013 | Chile 2013
Czech Republic 2013 | China 2013
Denmark 2013 | Colombia 2014
Estonia 2013 | Costa Rica 2014
Finland 2013 | Croatia 2013
France 2013 | Dominican Republic 2014
Germany 2013 | Ecuador 2016
Greece 2013 | Egypt, Arab Rep. 2017
Iceland 2013 | El Salvador 2014
Ireland 2013 | Guatemala 2016
Israel 2013 | Honduras 2013
Italy 2013 | Hungary 2013
Japan 2013 | India 2013
Korea, Rep. 2013 | Indonesia 2013
Latvia 2013 | Jamaica 2014
Lithuania 2013 | Kenya 2014
Luxembourg 2013 | Kuwait 2018
Malta 2013 | Mexico 2013
Netherlands 2013 | Nicaragua 2014
New Zealand 2013 | Panama 2016
Norway 2013 | Paraguay 2016
Portugal 2013 | Peru 2014
Slovak Republic 2013 | Philippines 2017
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Year of Year of

Advanced economies coverage | Emerging market and developing economies | coverage
Slovenia 2013 | Poland 2013
Spain 2013 | Romania 2013
Sweden 2013 | Russian Federation 2013
Switzerland 2013 | Rwanda 2015
United Kingdom 2013 | Senegal 2017
United States 2013 | South Africa 2017
Turkey 2013
Ukraine 2017
Uruguay 2015
Venezuela, RB 2016

Note: Country classification is based on the IMF World Economic Outlook 2019. The PMR indicators for Egypt, Arab Rep,
Ruwait, and Veneguela RB are not publicly available.

18 | BARRIERS TO COMPETITION IN PRODUCT MARKET REGULATION



Appendix C.

Summary of

Key Findings
by High-Level
Policy Area

1. Economywide PMR volvement in network sectors, and state-owned
enterprise (SOE) governance are also more re-

11. State Control strictive in EMDEs, but there is significant vari-
ation among countries (figure C2).

* On average, state control is more pervasive in * Direct control over private firms and com-
emerging market and developing economies mand-and-control regulation are less common,
(EMDESs) than in advanced economies (AEs) (fig- among both AEs and EMDEs (figure C2).
ure Cl). * EMDEs rarely support competition in the telecom

* EMDEs intervene more often through price con- sector (figure C3, panel a). However, EMDEs have
trols (figure C2). in general less restrictive regulations in the retail

* The scope of state ownership, government in- and rail sectors (figure C3, panel b).

Figure C1. Breakdown of PMR Score for State Control
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Figure C2. Variation in PMR Score for State Control
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.

Table C1. Smallest Policy Differences

1 | State control of electricity and gas suppliers, passenger transport companies (road, rail, air), and postal services

2 | Restrictions on backhauling for trucks

3 | Restrictions on multidisciplinary practice for accountants, architects, and engineers

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C3. Biggest Policy Differences
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.
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1.2. Barriers to Entrepreneurship

* There are more barriers to entrepreneurship in
EMDESs than AEs (figure C4)

* The differences among AEs and EMDEs are at-
tributable to more restrictive licensing, higher
administrative burdens, weaknesses in the reg-

ulatory process, and barriers in network sectors
(figures C5 and C6).

* Policies on these issues diverge more among
EMDEs than AEs (figure C5).

* Entrepreneurs who provide professional services
or engage in retail face fewer barriers in EMDEs
than AEs (figures C5 and C6).

Figure C4. Breakdown of PMR Score for Barriers to Entrepreneurship
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C5. Variation in PMR Scores for Barriers to Entrepreneurship
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Table C2. Smallest Policy Differences

1 | Private sector participation in water sector

2 | Degree of vertical separation in electricity sector

3 | No supplier quotas in manufacturing, water transport, or hospitality industry

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C6. Biggest Policy Differences

a. EMDEs more restrictive b. AEs more restrictive
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

1.3. Barriers to Trade and Investment facilitation vary significantly among EMDEs
(figure C8).
e Barriers to trade and investment are three times  Across all countries, the barriers to FDI are scored
more severe in EMDEs than AEs (figure C7) as less restrictive than trade barriers (figure C7).
* Tariff barriers and barriers to trade facilitation * EMDE:s frequently lack mutual recognition agree-
are more common across EMDEs than AEs. ments but are more likely to treat foreign suppli-
However, tariff barriers and barriers to trade ers on par with domestic firms (figure C9).
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Figure C7. Breakdown of PMR Score for Barriers to Trade and Investment
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C8. Variation in PMR Score for Barriers to Trade and Investment
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.

Table C3. Smallest Policy Differences

1 | Restrictions on number of foreign professionals permitted to practice as accountants, architects, and engineers

2 | Differential treatment of foreign suppliers in telecommunications, construction, road transport, and computer sectors

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Figure C9. Biggest Policy Differences
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

2. Sectoral PMR

2. Network Sectors (Energy,
Communications, and Transport)

* Restrictive regulations in network sectors (energy,
transport, and communications) are more prevalent
in EMDEs than in AEs, on average (figure C10).

* Most differences among EMDEs and AEs are

attributable to entry regulations in network sec-
tors, followed by differences in market structure
(figure C11).

» Across both AEs and EMDEs, regulations are
more restrictive in the rail sector than in other
network sectors (figure C12).

 Countries diverge on policies in most sectors. In
telecom and road transport, policies in AEs diverge
less than policies in EMDE:s (figures C12 and C13).

Figure C10. Breakdown of PMR Score for Network Sectors
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Figure C11. Average PMR Score
Differences among EMDEs and AEs,
by Sector and Policy Area
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Source: World Bank staff analysis of 2013 -2017 data from
the OECD PMR database and the WBG-OECD PMR database.

Table C4. Smallest Policy Differences

Source: World Bank staff analysis of 2013-2017 data from
the OECD PMR database and the WBG-OECD PMR database.

1 | State control in gas, telecom, post, and air transport sectors

2 | Degree of vertical separation in electricity sector

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C13. Biggest Policy Differences
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.
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2.2. Professional Services cern entry and conduct regulations for architects
and engineers (figures C14 and C15).

* There are more restrictions for providers of profes- * Regulations for lawyers and accountants vary
sional services in EMDEs than AEs (figure C14). less among AEs and EMDEs than within each of
* Most differences among EMDEs and AEs con- the country groups (figures C14, C15, and C16).

Figure C14. Breakdown of PMR Score for Professional Services
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C15. Average PMR Score Figure C16. Variation in PMR Score
Differences among EMDEs and AEs, for Professional Services

by Sector and Policy Area
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the OECD PMR database and the WBG-OECD PMR database.

Table C5. Smallest Policy Differences

1 | Occupational licensing for lawyers, accountants, architects, and engineers
2 | Limited restrictions on multidisciplinary practice for accountants, architects, and engineers

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Figure C17. Biggest Policy Differences
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

2.3 Retail Trade

* On average, retail regulations are less restrictive

in EMDE:s than in AEs (figure C18).

» Regulations in the retail sector diverge signifi-

cantly, among both EMDESs and AEs (figure C19).

* Regulation of shop opening hours is more fre-

quent among AEs than EMDEs, while price con-
trol is more common among EMDEs (figures C18
and C20).

Figure C18. Breakdown of PMR Score for Retail Trade
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.
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Figure C19. Variation in PMR Score for Retail Trade
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Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Table C6. Smallest Policy Differences

Limited registration requirements for new retail outlets (food, clothing)

Limited regulation of shop opening hours on weekdays

1

2

3 | Price controls for alcoholic beverages
4 | Limited restrictions on promotions

Source: World Bank staff analysis of 2013 -2017 data from the OECD PMR database and the WBG-OECD PMR database.

Figure C20. Biggest Policy Differences

a. EMDEs more restrictive b. AEs more restrictive
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Source: World Bank staff analysis of 2013 - 2017 data from the OECD PMR database and the WBG-OECD PMR database.
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