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. Preface

Carlos Diaz-Rosillo

Founding Director, Adam Smith Center for Economic Freedom, Florida International University

This research, embodied in the Index of
Bureaucracy 2025, constitutes an exceptional
contribution to the understanding and
transformation of the institutional environment
faced by businesses. It is not merely a collection
ofdata: this work stands as arigorous diagnostic
tool and, at the same time, as a roadmap for the
redesign of public policies aimed at developing
a dynamic and productive economy.

In a context where state efficiency and
regulatory quality have become crucial pillars
for the competitiveness of nations, this study
offers an empirical analysis of extreme high
value. The research not only measures—with
time precision—the bureaucratic burdens
faced by businesses when opening and running

formally, but also quantifies their economic
costs, their impact on national productivity,
and their deterrent effect on investment and
formalization.

What decisively distinguishes this 2025 edition
is its focus on medium-sized businesses, often
underestimated or overlooked in statistics due
to their relative insignificance, but which are
essential to the productive architecture due to
their ability to generate quality employment,
drive innovation, and attract investment.
By placing this segment at the center of the
analysis, the study fills an important gap in
our understanding of the business fabric.
In future editions, the research focus will
alternate annually: one year will be dedicated
to medium-sized enterprises and the next to
small enterprises, while maintaining sectoral
and cross-country comparative analysis to
help public and private decision-makers more
accurately identify both best practices and the
most pressing areas for reform.

Bydisplayingresultsinhours, theindex combines

technical quality with ease of communication.
Without losing rigor, it becomes a valuable
resource not only for experts but also for any
citizen who, as an entrepreneur, experiences the
rigors of the barriers that prevent them from
unleashing their full potential.

At the Adam Smith Center for Economic
Freedom, we reaffirm our conviction that
rigorous and contextualized knowledge must be
at the service of public decisions. This index, in
its 2025 edition, more than fulfills that purpose.

I invite all readers to explore these pages
with a critical, proactive, and transformative
perspective. What is presented here is not
just another piece of research, but an urgent
invitation to action.




Il. Words from the Goordinator

Sary Levy Carciente

Author and Coordinator, Adam Smith Center for Economic Freedom, Florida International University

The year 2025 finds the world at a decisive
moment. As many of the authorities elected in
the various 2024 elections begin to implement
their government programs, global challenges
in terms of productivity, economic recovery,
and governance remain pressing.

Geopolitical uncertainty, trade tensions, the
tax burden on the productive sector, and the
need to improve investment environments
make up a panorama in which the efficiency
of the state apparatus acquires renewed
relevance. Added to this is the accelerated
impact of technological transformation,
driven by digitalization, artificial intelligence,
and new automation models, which requires
governments to modernize their regulatory

frameworks, simplify procedures, and adapt
their institutions so as not to lag behind in
the face of production processes changes and
citizen demands.

In  particular, small and medium-sized
enterprises—fundamental drivers of
employment, innovation, and competitiveness—
face administrative obstacles in many contexts
that limit their growth and sustainability.
In this scenario, having updated empirical
evidence is key to guiding effective public
decisions, particularly those that have a direct
impact on the business climate, investment, and
sustainable development.

The Adam Smith Center for Economic Freedom,
at Florida International University, presents this
fifth edition of the Index of Bureaucracy 2025,
a tool that has established itself as a rigorous
reference in monitoring the administrative
burdens faced by companies in various
countries. This edition once again expands its
geographical coverage, this time including two
Caribbean commonwealth countries (Guyana,

and Trinidad and Tobago), as well as Honduras.
In the same way, the analysis of the mandatory
procedures to operate formally, both at the time
of starting a company and in its continuous
operation, is deepened, and the economic
cost that it represents for companies and the
economy in terms of product is estimated, thus
providing a crucial input for reforms aimed at
administrative simplification.

This effort was possible thanks to the careful
work of research centers and institutes in each
of the countries analyzed, which assigned
valuable teams of researchers committed to
the accuracy, comparability, and usefulness of
the data generated. To each of them, my most
sincere recognition. I would like to make special
mention of Oscar Torrealba, CSM economist,
whose responsible assistance was crucial in
completing this edition, and the professional
contribution of statistician Karen Tizado,
whose technical expertise allowed us to enrich
the analysis of the data collected.

A special acknowledgment of gratitude to Dr.
Carlos Diaz-Rosillo, founding director of the
Adam Smith Center for Economic Freedom,
for his unconditional support in advancing this
research and continuing with its prospects for
expansion.

Finally, we appreciate your interest in this report
and your confidence in our effort to generate
knowledge that contributes to the development
of freer and more prosperous economies.




. Executive Summary

Thetransformation of businessinthetwenty-first
century requires much more than technological
innovation or discourses on competitiveness. It
requires redesigning, with a strategic view, the
rules and structures that define the relationship
between the State and the company. In this
process, bureaucracy—when it becomes a costly,
slow, and intrusive labyrinth—ceases to be a
mechanism of institutional order and becomes
a trap that suffocates private initiative, limits
formalization, and scares away investment.

Today, the real differential of a competitive
economic environment is not only in
subsidies or infrastructure but in the capacity
of the State to facilitate, and not hinder,
productive activity. Simplifying procedures,
eliminating redundancies, and guaranteeing
transparency are no longer mere ideals of
modernization; they are enabling conditions
for sustainable development and the recovery
of citizen trust in institutions. In this context,
new technologies offer powerful tools to
accelerate this process, although they also
pose ethical and political challenges that must
be rigorously analyzed to preserve democratic
governance and  individual  freedoms.

In the global economic framework, medium-
sized companies, although they do not represent
a numerical majority of all businesses, stand out
for combining operational flexibility, scalability
in the market, and access to financing, boosting
productivity and innovation, which is why
they occupy a strategic place in countries’
economic development. To improve their
competitiveness, having detailed information
on the obstacles these companies face is crucial.
Development in this area is precisely the

objective of the Index of Bureaucracy 2025.

The Index of Bureaucracy 2025 is a
metric that shows the time (measured
in hours) that bureaucratic procedures
require of companies, both to open and to
remain formally and legally in operation.

In its 2025 edition, this index focuses on
medium-sized companies and has expanded its
scope to 21 countries: 16 Latin American, two
from the Commonwealth of the Caribbean, and
three European, namely: Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Dominican
Republic, Ecuador, El Salvador, Guatemala,
Guyana, Honduras, Italy, Mexico, Panama,
Paraguay, Peru, Portugal, Spain, Trinidad
and Tobago, and Uruguay; which, together,
represent almost 10% of the world’s population
and about 10% of global output. To facilitate
their analysis, the procedures were grouped
into two large categories: five for Opening a
Business and three for Running a Business.

To contextualize the results, an exhaustive
analysis of the productive structure of each
country was carried out, with emphasis on
the activities carried out by medium-sized
companies in the primary, secondary, and
tertiary sectors. In addition, the criteria that
define a medium-sized company were evaluated,
which include annual revenue, number of
employees, and asset value. In general, national
definitions include at least two of these criteria,
either combined by mathematical relationships
or differentiated by economic sector.

In general, in the countries studied, a medium-
sized company is considered to have an annual
revenue between US$100,000 and US$3 million



Index of Bureaucracy: Procedures by Group

OPENING
Identification and registry
Registration with national entities
Municipal registration and permits
Request for basic services
Specific for productive activity

e Administration of Employment
e Administration of the Operations
e Other

per year, with higher ranges in Spain, Italy, and
Portugal (between 2 and 11 million euros).

Regarding the number of employees, the average
range to define a medium-sized company is
between 50 and 250 workers. However, some
countries extend this threshold to 500. In terms
of revenue, the thresholds vary significantly, as
they are associated with the sizes and dynamics
of their respective economies and range from a
maximum of US$5 million to US$50 million.

The Opening a Business Index of Bureaucracy

The Opening a Business Index of Bureaucracy
shows an average of 1,850 hours required
to open a medium-sized company and be
ready to operate formally. This value is
equivalent to 231 eight-hour workdays,
which represents approximately eight working
months dedicated exclusively to complying
with the required administrative procedures.

Considering the different economic sectors, the
sector that exhibits the greatest bureaucratic
burden is the secondary sector with 1,920
hours, followed by the tertiary sector with
1,865 hours, while the primary sector has
1,674 hours. Among the procedures required
to open a company, almost half of the analyzed
countries identify the bureaucracy associated
with the specific procedures by productive
activity as the most burdensome, exhibiting
an average of 1,079 hours. The countries
with the best results in the sample are Brazil,
Colombia, Costa Rica, Dominican Republic,
Ecuador, El Salvador, Honduras, Italy, Mexico,
Paraguay, Portugal, Spain, and Uruguay.

The Running a Business Index of
Bureaucracy

The Running a Business Index of Bureaucracy
shows an average of 1,577 hours per
year required for mandatory bureaucratic
compliance to operate within the legal and
formal framework in their respective countries.
This value is equivalent to 190 eight-hour
workdays per year, which means that 76% of
an employee’s annual working time is dedicated
to these tasks.

The sectoral evaluation shows that the primary
sector (1,524 hours per year) has the least
bureaucratic burden, followed by tertiary (1,598
hours per year), with secondary reporting the
longest time (1,683 hours per year), however,
the difference between them is not substantial.
The procedures under the Other category are the
most demanding in terms of time, highlighting
the specific procedures for productive activity
and those derived from certifications and
licenses. For the procedures required in running
a business, the best positioned countries are
Argentina, Chile, Colombia, and Peru.

When considering the opening and running
indices together, the countries that exhibit the
best results are Brazil, Costa Rica, Ecuador, El
Salvador, Spain, Mexico, Paraguay, Portugal, the
Dominican Republic, and Uruguay.

Opportunity Cost of Bureaucratic Excesses

Beyond the analysis in hours, two approaches
were addressed to measure the opportunity cost
represented by excessive bureaucracy:



o Direct financial cost: the payment of the
employees dedicated to fulfilling procedures,
which averages US$4,000 for opening and
US$5,800 for running a business, for each
company.

o Cost in terms of labor productivity: the
equivalent value in national product,
considering the average labor productivity
of the sample (US$33.33 per hour), an
average of 1.8 million companies established
per country, and a creation of 262,000
new companies per year, the potential
opportunity cost would be US$110.5 billion
per year, equivalent to about 13% of GDP
and 42% of the exports of the countries in
the sample.

Final Thoughts and Perspectives for Public
Policy

The results reveal clear opportunities to
improve the efficiency and transparency of
government bureaucracies. It is essential that
legitimate demands be managed swiftly, while
unnecessary, unjustified, or excessively intrusive

procedures must be identified and eliminated.
This simplification will help to combat
corruption and strengthen social cohesion and
the preeminence of the rule of law.

The Index of Bureaucracy 2025 is a valuable
tool for policymakers, entrepreneurs, and civil
society, offering empirical data that facilitates
the identification of the main bottlenecks.
Comparison between countries and sectors
allows lessons to be drawn from successful
cases and strategies tailored to specific contexts.

Finally, in a world that is rapidly redefining
itself with technological innovation and
digitalization, the modernization of bureaucracy
is an indispensable condition for building freer,
more competitive, and prosperous societies.




|. Bureaucracy: Scope and Ghallenges

Bureaucracy, understood as the set of
administrative =~ procedures that regulate
the functioning of institutions in the state
or province, is a significant barrier to the
development of businesses, especially in
developing economies. While a well-designed
bureaucratic system aims to ensure order,
transparency, and fairness, when it is excessive
or inefficient, it generates a series of negative
consequences that affect the entire economy.

One of the most obvious effects of excessive
bureaucracy is the direct impact on the
productivity of companies. The multiplicity
of procedures, the requirement of permits at
various administrative levels, and the slowness
in decision-making can consume a significant
amount of time and financial and human
resources, which could well be used in more
productive activities.

This excess bureaucracy not only affects the
time companies must invest to comply with
regulations but also increases operating costs.
These resources, which could be better used
to invest in innovation, training, or expansion,
are absorbed by a system that—instead of
facilitating—hinders business and national
development. Labor productivity, especially
in strategic sectors such as manufacturing,
agribusiness, and services, is directly affected
by the lack of time for core business activities

due to the need to comply with bureaucratic
requirements (Bravo et al., 2024").

Another impact of excessive bureaucracy is
its effect on the formalization of the economy,
which is decisive for some regions of the world.
The International Labor Organization (ILO,
2023?%) highlights that 53% of workers in Latin
America and the Caribbean are in informal
conditions. This data represents more than 140
million people in the region and highlights
the persistence of a large informal sector,
with limited access to social protection, low
productivity, and less job stability. The report
also warns that, in some countries, informality
exceeds 70% of total employment (Bolivia,
Honduras, Guatemala), while in others
(Uruguay and Chile) it remains below 40%.

It is also worth noting that the formalization of
small and medium-sized enterprises is crucial
to improve tax collection, guarantee labor
rights, and promote a more equitable economic
environment. However, excessive paperwork,
the complexity of regulations, and the costs
associated with formalization discourage
many companies from operating within the
legal framework. The excessive cost of formal
incorporation, derived from administrative
costs and associated taxes, prevents many
medium-sized companies from accessing
benefits such as formal bank financing or the

1 Bravo, J., et al. (2024). Innovacién y competitividad en las medianas empresas latinoamericanas. Latin

American Business Review, 16(1), 45-61.

2 ILO (2021). Panorama Laboral de América Latina y el Caribe 2021. ILO Regional Office for Latin America

and the Caribbean. Available in: https://www.ilo.org.



possibility of participating in public tenders.

In addition, excessive bureaucracy in many
countries facilitates and feeds the channels
of corruption. Complex procedures, permits
needed to operate legally, and frequent
interaction with public officials create
opportunities for political and economic actors
to seek bribes or commissions for speeding up or
facilitating the approval of certain procedures.
According to Transparency Internationals
Corruption Perceptions Index® (2024), the
sectors most affected by bureaucracy in terms
of corruption are those related to obtaining
construction permits, business licenses, and
customs procedures. In countries where
bureaucracy is denser, companies are forced to
resort to bribes to ensure that their procedures
are completed quickly, which generates a
culture of systemic corruption. This corruption
not only increases the cost of doing business but
also distorts competition, as companies that can
afford to pay bribes gain unfair advantages over
those that follow procedures legally.

Feria et al. (2024*) insist that corruption derived
from bureaucracy has devastating effects on
the business environment. In countries where
corruption is rampant, the additional costs
associated with bribery or bureaucracy are so
high that many companies prefer to operate in
the informal sector or not at all. In addition,
this phenomenon creates a vicious circle:
bureaucracy encourages corruption, which in
turn generates more distrust in institutions,
which reinforces the trend towards informality.
Likewise, Garcia and Anido® (2024) show that

corruption is not only associated with greater
opacity in administrative procedures but also
with a reduction in economic efficiency, since
resources that could have been used to improve
infrastructure or education are diverted by
corrupt practices.

Bureaucracy impacts competitiveness and
formalization and also has profound effects
on economic growth and the quality of life
of citizens. In an OECD study® (2022), it was
estimated that the reduction of bureaucracy
in countries such as Chile and Peru led to an
increase in GDP per capita of 2% in the first five
years after the implementation of bureaucratic
reforms. In contrast, those countries that
have failed to reduce bureaucracy or improve
their administrative systems face persistent
challenges in terms of growth and productivity.

In a recent paper, using a Bayesian vector
autoregression model, Beach and Sheppard’
(2025) conclude that increased regulation in
the U.S. has inhibited economic growth, and
illustrate the magnitude of the positive effects in
10 years, if these were frozen: increase in GDP by
1.8%, consumption by 1.7%, and hours worked
by 1.4%; in addition, a fall in the GDP deflator
by 5.7%, implying an average inflation rate of
0.6% in the period. The main avenue of growth
is the increase in investment, which amounts to
7.8%, since reducing the cost of complying with
regulations increases the return on investment.

In conclusion, excessive bureaucracy represents
a significant obstacle to the economic
development and competitiveness of companies,

3 Transparency International. (2023). Indice de Percepcion de la Corrupcion. https://www.transparency.org/.
4 Feria A., A., Gelabert V., D. D., & Hidalgo E., K. (2024). Régimen Econémico y Desarrollo de la Pequena y
Mediana Empresa en América Latina. Revista Latinoamericana de Competitividad Organizacional, 6(22).

5 Garcia C., M. E,, and Anido R., J. D. (2024). Encouragement policies and productivity indicators for

Colombian SMEs using data envelopment analysis and Malmquist indexes. Revista CEA4, 10(22), e2708. https://doi.

org/10.22430/24223182.2708.

6 OECD (2022). Competitividad de las MIPYMES en América Latina y el Caribe. OECD Economic Surveys:
Latin America and the Caribbean. Retrieved from: https://www.oecd.org/economic-surveys/latin-america.htm
7 Beach W. W,, and P. Sheppard (2025) “Reducing Regulations Produces Strong Economic Growth Responses,”

Backgrounder No. 3890, Feb.19, 2025. https://report.heritage.org/bg3890.



affecting not only their productivity and capacity
for formalization but also fueling corruption
and discouraging investment and growth. It is
essential that governments implement reforms
to simplify administrative procedures, reduce
regulatory costs, and create a transparent
environment that favors fair competition. If
not adequately addressed, the negative effects
of bureaucracy will continue to be a barrier to
progress in developing economies.

Medium-sized companies in the economy

Medium-sized enterprises are part of the group
of micro, small, and medium-sized enterprises
(MSMEs), and their relevance lies in their
ability to generate employment, promote
innovation, and boost the economy at the
regional and national levels (Ruiz, 2024%). The
ranking of medium-sized companies varies by
country and is based on criteria such as number
of employees, annual revenue, and asset level.

In general terms, medium-sized companies
are distinguished from small companies
by their greater investment capacity, access
to financing, and scalability in the market
(Sansores & Navarrete, 2018°). They combine
the operational flexibility of small businesses
with the organizational structure and access
to resources of large corporations. Likewise,
among their key characteristics are greater
stability and capacity for growth. They are also
considered key players in the global economy,
due to their boost to the country’s productivity,
job creation, and contribution to GDP growth.

Therefore, the implementation of policies
to support this business segment catalyzes
efficiency and international competitiveness
(Bernal and Vargas, 2011'). In addition, in
terms of formalization and tax contribution,
they operate within the legal framework
and contribute significantly to the payment
of taxes and social security, unlike many
microenterprises that may be in the informal
sector (Gomero, 2015!).

That is why medium-sized enterprises occupy
a strategic place in the economic development
of countries; they combine more advanced
scales of operation than small companies with
a greater capacity for investment, innovation,
and generation of formal employment. In the
United States, medium-sized enterprises—
defined by the Small Business Administration
(SBA) as those with between 100 and 499
employees—represent about 2% of all
companies but account for approximately 25%
of total private employment, demonstrating
their relevance in terms of productivity and job
stability (U.S. Census Bureau, 2023'%). In OECD
countries, medium-sized enterprises generate,
on average, more than 20% of value added and
are key players in the export chain, especially
in industrial and specialized services sectors
(OECD, 2022%). In Latin America, although
statistics tend to group them with small
enterprises, some studies suggest that medium
sized enterprises represent less than 5% of the
business universe but account for around 30%

8 Ruiz, L. (2024). Las medianas empresas como motor de crecimiento econdémico en América Latina.

Economistas Latinos, 23(1), 14-27.

9 Sansores G., E. A., and Navarrete M., J. E. (2018). Crecimiento de las micro, pequefas y medianas empresas:
andlisis de los factores determinantes. Revista Venezolana de Gerencia, 23(81), 163-179.

10 Bernal B, J., & Vargas B., J. M. (2011). Crecimiento y desarrollo de las pequefias y medianas empresas: un
enfoque tedrico. Revista de la Universidad La Salle, (54), 111-131.

11 Gomero, C. (2015). El panorama de las medianas empresas en el Peru: caracteristicas y desafios. Revista

de Economia de Peru, 41(3), 213-229

12 U.S. Census Bureau (2023). Economic Census 2022: Distribution of U.S. Businesses by Employment Size
Class. Retrieved from: https://www.census.gov/data/tables/2023/economic-census.html.
13 OECD (2022). Competitiveness of MSMEs in Latin America and the Caribbean. OECD Economic Surveys:

Latin America and the Caribbean.



of formal employment and up to 35% of GDP
generated by MSMEs, concentrating on sectors
with greater added value and capacity to scale
(ECLAC, 2021'*). This intermediate position
gives them significant potential as engines of
economic growth, innovation, and regional
competitiveness, especially when they are
provided with access to financing, technology,
and global markets.

In a comparative analysis of European
economies, it was found that countries with a
higher proportion of medium-sized enterprises,
such as Germany and the United Kingdom,
have managed to increase their aggregate
productivity between 10% and 15% in the last
decade, while in countries with a business fabric
dominated by microenterprises, such as Spain,
growth has been slower. This suggests that the
growth of medium-sized enterprises may be a
determining factor in the generation of stable
employment and in the increase of output.
Medium-sized enterprises create jobs and, in
addition, also contribute to job stability. Another
of their characteristics is the diversification of
the market and export capacity, since they tend
to operate in larger and more diversified markets
than small companies. In some countries, up to
35% of their revenues come from foreign trade,
surpassing even large companies in certain
industries (Bankinter, 2015%).

Unlike micro and small enterprises, which
generally face more barriers, medium-sized
enterprises have higher levels of capitalization,

which allows them to invest in technology
and improve their productivity—achieving a
competitive advantage in terms of efficiency
and product differentiation—in addition to
competing in international markets (Bankinter,
2015. Op. cit.). Medium-sized companies have
a greater capacity to invest in technology, access
to credit, organizational structures, and the
ability to develop structured processes for the
implementation of new technologies that favor
innovation. Despite their innovative potential,
they also face challenges in sustaining their
competitiveness, including access to financing
and difficulties in the adoption of advanced
technologies, as the integration of innovations—
such as Artificial Intelligence (AI), the Internet
of Things, and deep automation—continues
to be a challenge for many medium-sized
companies in Latin America. Added to thisis the
lack of specialized talent, as innovation requires
qualified personnel, and many medium-
sized companies have difficulties attracting or
retaining talent in technological areas (Bravo et
al., 2024').

On the other hand, greater access to structured
financing—compared to small enterprises—
facilitates their expansion, while micro and
small enterprises depend to a large extent on
informal sources of financing (Barrera et al.,
2022Y; Mosquera et al., 2024'). Likewise,
medium-sized enterprises have a greater
capacity to attract investment compared to
micro and small enterprises, due to their more

14 ECLAC (2021). La contribucion de las mipymes al empleo y al PIB en América Latina. Retrieved from:
https://www.cepal.org/es/publicaciones.

15 Bankinter, Bankinter Innovation Foundation. (2015). La mediana empresa. Informacion Comercial Espaiiola,
ICE: Revista de Economia,(885),151-158. Retrieved from https://dialnet.unirioja.es/servlet/articulo?codigo=5483056.
16 Bravo A, O,, Sudrez R., O., Burgos Y., J., & Jativa P, M. (2024). Estrategias para mejorar la competitividad de
las micro, pequefias y medianas empresas de la ciudad de Guayaquil-Ecuador. Revista de Ciencias Sociales, 30(Esp.
10), 515-530.

17 Barrera, M., et al. (2022). La financiacién estructurada y su impacto en el crecimiento de las medianas

empresas. Journal of Business Studies, 34(2), 120-135.

18 Mosquera A., A. P, Palma L., A. M., and Ballesteros B., E. Y. (2023). Impacto de la reforma tributaria en
la eficiencia financiera de las PyMEs agropecuarias de la Provincia de Los Rios-Ecuador. Revista Religacion, 9(39),

€2401130. https://doi.org/10.46652/rgn.v9i39.1130.



consolidated organizational structure and lower
level of risk as perceived by investors (Rufino and
Gonzélez, 2024"°). However, access to capital
remains a challenge in many regions, especially
in Latin America, where high interest rates, lack
of collateral, and banks’ preference for lending
to large corporations limit the expansion of this
business segment (Padrén ef al., 2024%).

In short, medium-sized enterprises are engines
of growth, productivity, formalization, and
capital attraction, which makes them a key
factor for the development of nations and
the improvement of the quality of life of their
citizens.

19 Rufino S., S. J., and Gonzales R., Y. G. (2024). El financiamiento y su efecto en la rentabilidad de las pequefias
y medianas empresas en el Pert, caso: La Choza Negocios y Servicios Generales E.LR.L. Tambogrande, 2023. Revista

Cientifica Emprendimiento Cientifico (ECT), 2(4).

20 Padron M., A. M., De La Hoz Suérez, B. A., & Panchi C., N. G. (2024). Crédito como catalizador de la
inversion para el desarrollo econdmico sostenible de las pequefias y medianas empresas. Revista de Ciencias Sociales

(RCS), 30(Esp. 10), 408-425.



II. Index of Bureaucracy 2025

The Index of Bureaucracy 2025 in its fifth
edition—developed at the Adam Smith Center
for Economic Freedom of Florida International
University—evaluates the state and impact
of bureaucracy on medium-sized companies,
with the purpose of contributing to the
transformation agenda that allows building
a promising future based on productive
dynamism and the full exercise of civil liberties.
In this sense, its declared objectives are:

o to offer measurements that serve as a
guide to public policy makers and the
business community, as well as an input to
citizens for proper citizen control of public
administration;

« to promote critical analysis of the quality
and efficiency of public management;

o to promote the principle of subsidiarity of
the State vis-a-vis private activity; and

o to promote the development of a free,
responsible, and prosperous society.

This report offers a metric that includes the
time required to open a company; and another
metric for all those procedures that are required
to be completed on a recurring basis to comply
with the law and remain in the field of formality.
Both elements are considered by the Index of

Bureaucracy 2025%,focusing on medium-sized
companies.

In 2025, the geographical scope of the index is
21 countries: 16 Latin American, two Caribbean
Commonwealth, and three European, namely:
Argentina, Bolivia, Brazil, Chile, Colombia,
Costa Rica, Dominican Republic, Ecuador, El
Salvador, Guatemala, Guyana, Honduras, Italy,
Mexico, Panama, Paraguay, Peru, Portugal,
Spain, Trinidad and Tobago, and Uruguay®;
which, together, represent almost 10% of the
world’s population and about 10% of global
output. The collection of the information
required for the calculations was carried out
with the support of the following organizations:

o Fundacién Libertad, Argentina

o Libera Bolivia, Bolivia

o Millennium Institute, Brazil

« Instituto Libertad y Desarrollo, Chile

o Instituto de Ciencia Politica Hernan
Echavarria Olézaga, Colombia

o IDEAS Labs, Costa Rica

o Instituto Ecuatoriano de Economia Politica,
IEEP, Ecuador

o Centro de Investigaciones para la Libertad,
CITAD, Universidad de Alcala, Spain

21 The metric was inspired by the one developed by the Slovak Institute of Economic and Social Studies, IN-
ESS, modifying and adapting its methodology. The first edition was advanced in 2021, and since then it has expanded
not only its geographical scope but also its evaluation range, including opening procedures, the opportunity cost in

productivity it generates, and other sectoral analyses.

22 In this edition, Guyana, Honduras, and Trinidad and Tobago are included. Venezuela could not be included

in this edition.



CEDATOS (responsible for the collection of
information for the case of Honduras)

Instituto Fernando de la Mora, Paraguay

Instituto OMG, Dominican Republic
Centro de Investigaciones Economicas
Nacionales, CIEN, Guatemala (also
responsible for the collection of information
in El Salvador)

Institute of International Relations, IIR,
University of the West Indies, St. Augustine
Campus, Trinidad and Tobago

Centro de Estudios para el Desarrollo, CED,
Uruguay

Sustainability Consulting, Guyana

Istituto Bruno Leoni, Italy
México Evalaa, Mexico
Fundacion Libertad, Panama

Asociacion de Contribuyentes del Perd,
Peru

Instituto Mais Liberdade, Portugal
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One of the distinctive elements of the Index of

Bureaucracy methodology is that it addresses
the regulatory burden while respecting domestic
legal and regulatory definitions of each country
included in the study. Likewise, a predetermined
productive activity is not imposed for its
analysis, but the specific productive structure
of each economy is considered, disaggregated
by economic sectors. This approach allows for
a more accurate capture of the bureaucratic
burdens that have the greatest impact on
national economic activity.

A review of the definitions of medium-sized
enterprises in the countries analyzed reveals
that these are usually determined by three

main criteria: number of employees, annual
revenue, and value of assets. Of these, the first
two are present in practically all countries. In
general, national definitions include at least two
of these criteria, either combined by specific
mathematical relationships or differentiated by
economic sector.

Regarding the number of employees, the average
range to define a medium-sized company
is between 50 and 250 workers. However,
some countries extend this threshold to 500
employees, while others adopt lower limits,
between 20 and 100 employees.

In terms of turnover, the thresholds vary
significantly, as they are associated with the sizes
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Figure 1. The Opening a Business Index of Bureaucracy 2025. Country, group of procedures (in hours,




and dynamics of their respective economies;
some establish limits close to USD 10 million,
while others set this threshold at USD 50
million. In terms of sectoral relevance, most
of the countries included in the study have a
predominance of the tertiary sector.

It is important to note that part of the
variability observed in the results is explained
by the specificity of the selected productive
activities, which, in many cases, face particular
bureaucratic procedures to operate formally.

II1.1. The Opening a Business Index of
Bureaucracy.

Considering the totals weighted by the relevance
of the economic sectors in each country in
the sample, the Opening a Business Index of
Bureaucracy yields an average of 1,850 hours
required to open a medium-sized company and
leave it in a position to operate formally. This
value is equivalent to 77 continuous days (of
24 hours) or 231 eight-hour working days,
which represents approximately eight working
months dedicated exclusively to complying
with the required administrative procedures
(vid. Fig.1).

The results show a high dispersion between

countries. The maximum value recorded is 18
times higher than the minimum. Specifically,
the time required ranges from 284 hours
(equivalent to 35.5 working days) to 5,227
continuous hours, which implies approximately
653 working days or almost two full years of
administrative work to achieve operational
qualifications for a new company.

The secondary sector exhibits the greatest
bureaucratic burden with 1,920 hours, followed
by the tertiary sector with 1,865 hours, while
the primary sector has 1,674 hours. Among
the procedures required to open a company,
almost half of the countries analyzed identify
the bureaucracy associated with the specific
procedures by economic activity as the most
burdensome, exhibiting an average of 1,079
hours.

II1.2. Running a
Bureaucracy

Business Index

of

The results of the analysis for the 21 countries
included in the study indicate that medium-
sized companies must devote an average of
1,577 hours per year to complying with the
bureaucratic requirements necessary to operate
within the legal and formal framework in their
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Figure 2. Opening a Business Index of Bureaucracy
2025. Box plot by economic sector (hours).

Figure 3. Opening a Business Index of Bureaucracy

2025. Box plot by group of procedures (hours).
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weighted by sectoral relevance).

respective countries.

This value represents 190 eight-hour working
days per year, which, considering a total of
260 working days, based on a standard 5-day
workweek excluding holidays, implies that

76% of an employee’s annual working time
is dedicated exclusively to complying with
bureaucratic obligations required by the public
sector (Vid. Fig. 4).

In this case, the economic sector least affected
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Figure 5. Running a Business Index of bureaucracy
2025. Box plot by economic sector (annual hours).

Figure 6. Running a Business Index of Bureaucracy
2025. Box plot by procedure (annual hours).




by the burden of Running a Business procedures
is the primary sector (1,524 hours per year),
followed by the tertiary sector (1,598 hours per
year), with the secondary sector reporting the
highest burden (1,683 hours per year), however,
the difference between them is not substantial.

On the other hand, procedures under the
category Other, with an average of 582 hours
per year (73 working days), are the most
demanding in time, standing out those specific
to productive activity and those derived from
certifications and licenses. In second place are
the procedures related to Administration of
the Operations, with an annual average of 498
hours, with tax procedures and those related to
health and safety at work standing out. Finally,
there is the bureaucracy associated with the
Administration of Employment, with 453 hours
per year.

I11.3. Cluster Analysis

To identify common patterns and significant
differences between countries, their results

in the different bureaucratic procedures were
grouped into clusters. This was done for the
Opening a Business Index of Bureaucracy, the
Running a Business Index of Bureaucracy and
both together.

For the Opening a Business Index, the best-
ranked countries are: Brazil, Colombia, Costa
Rica, Ecuador, El Salvador, Spain, Honduras,
Italy, Mexico, Paraguay, Portugal, the Dominican
Republic, and Uruguay. For the Running a
Business Index: Ecuador, Spain, El Salvador,
Panama, and Uruguay. And after conducting
a joint analysis given the relevance that both
possess, the best positioned are: Brazil, Costa
Rica, Ecuador, El Salvador, Spain, Mexico,
Paraguay, Portugal, the Dominican Rep., and
Uruguay (Cluster 3).
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IV. Opportunity Cost of Bureaucracy

Accurately assessing the opportunity cost
of bureaucracy implies recognizing that we
are facing a counterfactual and uncertain
dimension: it is not a question of what happens,
but of what could have happened if time had
been used in a different way.

A first approach to this assessment is to consider
the financial cost of the working hours used
for the required bureaucracy. In this sense,
the average minimum wage in the countries
under study is USD 3.24 per hour. In such a
way, the average destination of the company’s
financial funds to comply with the bureaucracy
for starting procedures is USD 4,000 and for
running business procedures, it is of USD 5,800
per year.

A second approximation to the cost of
bureaucracy is obtained by analyzing the value
of committed labor productivity. Following
the International Labor Organization (ILO)
definition, labor productivity refers to the
volume of output (measured in terms of GDP)
generated per unit of labor (either people
employed or hours worked) in a given period.
According to its most recent data, the average
hourly productivity of the countries considered
in the study is USD 33.3. This way, the average
time spent on bureaucratic procedures to open
a business represents a potential loss equivalent
to USD 61,605 in GDP per company, while
the annual running a business bureaucracy
represents an additional USD 52,514 per
company.

Considering that the countries included in
the study have, on average, 1.8 million active
companies and that approximately 262,000 new
companies are created each year, the starting
costs would amount to USD 16 billion* and
the running costs, to USD 94.5 billion per year.
Together, this represents a potential opportunity
cost of USD 110.5 billion annually, equivalent to
about 13% of GDP and 42% of the exports of
the countries analyzed.

It should be noted that none of these estimates
tully capture the structural impact generated
by this diversion of resources on economic
dynamics. Beyond the amounts wasted, in
terms of production or financial expenses,
bureaucracy represents a direct obstacle to
business development, particularly for small
and medium-sized enterprises in early stages.
Its effect can be disproportionately negative,
slowing down its ability to compete, grow
and innovate, and ultimately limiting the
development potential of the economy.

23 The termination of Anglo-Saxon billions equivalent to Latin thousands of millions is used (1079).



\. Summary of Results

& Final Comments

The Index of Bureaucracy 2025 provides
results for 21 countries: 16 Latin American,
two Caribbean Commonwealth, and three
European, namely: Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, El Salvador,
Guatemala, Guyana, Honduras, Italy,
Mexico, Panama, Paraguay, Peru, Portugal,
Spain, Trinidad and Tobago, and Uruguay,
which together represent more than 9% of
the world’s population and almost 10% of
global output.

Two metrics are offered: the first associated
with the procedures required to open a
company until its start-up; and the second
that includes the set of bureaucratic
requirements required to keep the company
formally running.

The Opening a Business Index of
Bureaucracy shows an average of 1,850
hours, which is equivalent to 231 eight-hour
workdays, or approximately eight working
months, with a minimum of 35 workdays in
Brazil and a maximum of around two years,
in Chile.

The evaluation by economic sectors
yields sample averages of 1,674 hours for
the primary sector; 1,920 hours for the
secondary sector; and 1,865 hours for the
tertiary sector.

In the primary sector, Portugal (243 hours)
and Brazil (289 hours) lead the series. In
the secondary sector, it is led by Brazil (216
hours), Spain (430 hours), and Portugal

(502 hours). Meanwhile, in the tertiary
sector, Portugal (164 hours) leads the series,
followed by Brazil (309 hours).

In general terms, the most demanding
opening procedures are those specific to
productive activity (1,079 hours), followed
by those to be carried out at the municipal
level (587 hours); the most agile being those
associated with the request for basic services
(272 hours).

Argentina and Trinidad and Tobago
present high outliers in certain types of
opening procedures, in identification
and registration; Guatemala and Peru in
registration with national entities; and Italy
and Trinidad and Tobago in request for
basic services.

The cluster made up of Brazil, Colombia,
Costa Rica, Ecuador, El Salvador, Spain,
Honduras, Italy, Mexico, Paraguay, Portugal,
Dominican Republic, and Uruguay, presents
the best results in the Opening a Business
Index of Bureaucracy.

The Running a Business Index of
Bureaucracy shows an average of 1,577
hours per year, equivalent to 190 eight-
hour workdays per year, which implies that
76% of an employee’s annual working time
is dedicated exclusively to complying with
bureaucratic obligations demanded by the
public sector.

This average ignores a high dispersion: the
minimum value recorded is 31 working days



per year (Panama), while the maximum
(Chile) amounts to 732 working days,
which represents the need for at least three
employees to comply with the bureaucratic
requirements for running a business.

The intersectoral analysis indicates that
the economic sector least affected by the
bureaucratic burden is the primary sector
(1,524 hours per year), followed by the
tertiary sector (1,598 hours per year), with
the secondary sector reporting the highest
burden (1,683 hours per year), however, the
difference between them is not substantial.

Of the running procedures, on average,
the most demanding are those in the
Other category (582 hours per vyear),
highlighting the specific procedures for the
productive activity and those derived from
certifications and licenses. Next are those
located in the Administration of Operations
category (498 hours per year) and among
them are tax procedures and those related
to health and safety at work. Finally, there
is the bureaucracy associated with the
Administration of Employment (453 hours
per year).

The cluster made up of Ecuador, Spain, El
Salvador, Panama, and Uruguay, offers the
best results in the Running a Business Index
of Bureaucracy.

Considering both the Index of Bureaucracy
for Opening and Running a Business, the
countries that are in the cluster composed
of Brazil, Costa Rica, Ecuador, El Salvador,
Spain, Mexico, Paraguay, Portugal, the
Dominican Republic, and Uruguay show
the best results in 2025.

Two approaches were made to grasp
the opportunity cost represented by
bureaucracy, the first considering the
financial cost that the payment of the labor
resource represents for the company for
bureaucratic compliance, and the second

considering the labor productivity of the
countries under study.

The average cost of the company’s financial
funds to comply with the bureaucracy for
opening procedures is US$4,000 and for
running procedures of US$5,800 per year.
It is worth noting that these results are for
each company.

Considering the average labor productivity
of the sample (US$33.33 per hour), the
opportunity cost of opening procedures
is equivalent to a GDP of US$61,605 and
that of running procedures to US$52,514
per year, and this, again, is for each of the
companies.

If we consider that the countries included
in the study have, on average, 1.8 million
active companies and that approximately
262,000 new companies are created each
year, the start-up costs would amount to
US$16 billion, and the running costs to
US$94.5 billion per year. Together, this
represents a potential opportunity cost of
US$110.5 billion annually, equivalent to
about 13% of GDP and 42% of the exports
of the countries analyzed.

Although theory and successful experiences
in different latitudes underscore the
importance of good governance, solid
institutions, and comprehensive and
sustainable development, the findings of
this study make evident the need to urgently
intervene in the structure of bureaucratic
procedures linked to productive activity.
This review should pay particular attention
to medium-sized enterprises, given their
importance in economic productivity and
their ability to stimulate innovations that
directly contribute to improving the quality
of life of citizens.

Efficient and transparent bureaucratic
procedures are not merely desirable but
essential. It is crucial to ensure that the truly



necessary procedures are carried out with
agility and clarity, while identifying and
eliminating those unjustified, redundant, or
excessively intrusive requirements, which do
nothing more than hinder private initiative
and encourage unnecessary control.

In this sense, the Index of Bureaucracy 2025
seeks to be a practical tool for policymakers,

business actors, and civil society. Its
purpose is to provide useful empirical
evidence to rethink strategies, adjust
instruments, and make informed decisions
that reduce institutional bottlenecks and
promote environments of greater freedom,
productivity, and citizen well-being.




The 2025 Index of Bureaucracy is an essential tool for
driving development in the 21 countries analyzed, as it
accurately reveals the administrative barriers affecting
small and medium-sized enterprises — a key sector for
job creation, income generation, and innovation. With
averages of 1,850 hours to start and 1,577 hours annu-
ally to operate a business formally, the index highlights
the impact of bureaucracy on productivity and com-
petitiveness. By estimating an opportunity cost of USD
110.5 billion per year, the study reinforces the urgency
of streamlining processes and strengthening public
governance. Excessive bureaucracy ultimately weakens
popular sovereignty and undermines trust in public
institutions, making its reform a priority for economic
and social progress.

Paulo S. Uebel

Special Secretary for Debureaucratization, Administra-
tion and Digital Government, Ministry of the Economy,
Brazil (2019-2020).



