EU Results Framework Indicator methodology note
	1. Name of indicator
	Number of countries where the business environment has improved with EU support

	
	

	2. Which sector (using Result Framework heading)
	Trade and Private Sector Development

	
	

	3. Technical Definition 
	The business environment can be defined as a complex of policy, legal, institutional, and regulatory conditions that govern business activities. It is a sub-set of the investment climate and includes the administration and enforcement mechanisms established to implement government policy, as well as the institutional arrangements that influence the way key actors operate (e.g., government agencies, regulatory authorities, and business membership organisations including businesswomen associations, civil society organisations, trade unions, etc.).

Improvement of the business environment, measured as the "Distance to frontier indicator" shows the quality of the business environment in a particular country. It indicates how much the regulatory environment for local entrepreneurs in each economy has changed over time in absolute terms.

This measure illustrates the distance of an economy to the “frontier,” and the change in the measure over time shows the extent to which the economy has closed this gap. The frontier is a score derived from the most efficient practice or highest score achieved on each of the component indicators in 10 World Bank Doing Business indicator sets (excluding the employing workers indicators) by any economy. The component indicator sets are: starting a business, dealing with construction permits, getting electricity, registering property, getting credit, protecting minority investors, paying taxes, trading across borders, enforcing contracts, and resolving insolvency. 
The difference between an economy’s distance to frontier score in any previous year and its score in the current year illustrates the extent to which the economy has closed the gap to the frontier over time. In any given year the score also measures how far an economy is from the highest performer at that time.
The indicator represents the distance of each economy to the “frontier”, the latter being the highest performance observed on each of the 10 business environment dimensions across all economies measured in the “Doing Business (DB) report”. An economy’s distance to frontier is reflected on a scale from 0 to 100, where 0 represents the lowest performance and 100 represents the frontier. 
For example, a score of 75 in DB 2013 means an economy was 25 percentage points away from the frontier constructed from the best performances across all economies and across time. A score of 80 in DB 2014 would indicate the economy is improving.

	
	

	4. Rationale (including which policy priority, and how is this indicator linked to that policy priority)
	The European Commission’s Communication: Agenda for Change (2011) recognises that economic growth needs an enabling business environment and a competitive local private sector that is equipped to harness the opportunities offered by globally integrated markets. The European Commission’s Communication on a “stronger role of the private sector” (2014) reiterates this statement and includes a specific action to improve partner countries’ doing business environment. 
A conductive business environment is one of the pre-requisites for economic growth and poverty reduction. The business environment affects the performance of private enterprises in both the formal and informal economies. In many partner countries, the business environment is hostile to market-led growth; private enterprises, especially SMEs suffer excessive regulatory barriers with regulatory costs higher than in developed economies. SMEs have a key role to play for creating jobs, providing incomes, goods and services, advancing innovation, and generating public revenues essential for economic, social and environmental welfare. 
Poor business environments are also more likely to have a disproportional negative impact on women-owned businesses, which are more likely to remain informal.

	
	

	5. Level of disaggregation
	N/A

	
	

	6. Data Sources (including any issues on (i) different definitions by source, and (ii) level of availability of the data)
	World Bank's Doing Business report. Data is available on a yearly basis at http://www.doingbusiness.org/data/distance-to-frontier (second half of the year).

	
	

	7. Data calculation (including any assumptions made)
	To be calculated by:

a) taking the Distance to Frontier (DTF) index from the World Bank DB database for each country in which DG International cooperation and Development had interventions directed toward the improvement of the business environment. 
These countries will be identified using the results reporting template. Here delegations/HQ units will be asked to list indicators which demonstrate that their programme /project that has ended was working to improve at least some aspect of improving the business environment (e.g. SME policy support to simplify the business registration process; policy support to strengthen the national policies on quality infrastructure; supporting the development of representative organizations and public–private dialogue processes; enabling better access to finance).
In such cases delegations/HQ units should link the project/programme indicator to this EU Results Framework indicator.
b) for the countries identified in a)  compare the index for the year when the programme/project began with the index when the programme/project concluded to see whether it has improved. 

	
	

	8. Worked examples
	EU interventions in Paraguay will contribute to improving the investment climate and more particularly the legal, regulatory and administrative framework for doing business. 
The DTF indicator will show the extent to which the economy of Paraguay has closed the gap to the frontier (highest performance) over time. 

In Paraguay:
Project start year - 2010: DTF  score: 60.5 
Project end year - 2013: DTF score: 61.5
Paraguay's DTF score has improved.


	
	

	9. Is it used by another organization or in the framework of international initiatives, conventions, etc? If so, which?
	World Bank

	
	

	10.Other issues
	The distance to frontier indicator is a complement of the aggregate ranking on the ease of doing business (in relative terms).   http://www.doingbusiness.org/~/media/GIAWB/Doing%20Business/Documents/Annual-Reports/English/DB14-Chapters/DB14-Ease-of-doing-business-and-distance-to-frontier.pdfn 


