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Labor market modernization seems needed for a Labor market modernization seems needed for a 
more dynamic economy more dynamic economy 

Rigidity of Employment Index
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Where to focus in labor market modernization?Where to focus in labor market modernization?

Labor Regulations

Difficulty of Hiring Index

Rigidity of Hours Index

Difficulty of Firing Index

Rigidity of Employment Index
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Firing costs (weeks of wages)
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Source: Doing Business (2006). 
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Growth alone may not be sufficient to reduce Growth alone may not be sufficient to reduce 
extreme poverty, especially among the indigenousextreme poverty, especially among the indigenous

Figure 1.1: Poverty Measures by Area –Headcount Ratio 
(i) Poverty (ii) Extreme poverty 
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Note: Extreme poor refers to the population with per capita consumption below the extreme poverty line value. Moderate 
poor refers to the population with per capita consumption below the poverty line value. 
Source: Own estimate based on ENV 1997 and 2003 data. 
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A premium on institutional upgrading A premium on institutional upgrading –– rule of lawrule of law
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A premium on institutional upgrading A premium on institutional upgrading –– control of control of 
corruptioncorruption

ZAR

BDIGNB
LBR

ETH

NER
MWI

ERI

SLE
CAF

NPL
TGO

MDG

TJK

MLI
BFA

RWA

UGA

TCD

GHA

MOZ

KGZ

BEN

TZA

GMB
ZMB
COM

GIN

ZWE
KHM
LAO
NGA
HTI
BGD

KEN

MRT
SEN
MDA

SDN

MNGYEM

LSO

VNM

CIV
PAK

IND

PNG

SLB

UZBCMR

DJINICIDNHND
GUY

COG

UKR

AGO

BTN

GEOLKA

BOL

YUG

PHL

VUT

SYRARM

PRY

CPV

SWZ

MAR

AZE

SAM

CHN
ECUALB
EGYBIH

GTM
MNPMKDFSM

IRNMHL

BLR

DZA

KAZ

NAM

SLV

JOR

BGR

FJI
COLROM
PER

TUN

THA

RUS

SUR

DOMMDV

VCT

JAM

ZAF

TUR

BLZ

GAB

DMA

BRA

GRD
MUSMYS

PAN

BWA

CRI

LCA

LBN

SVK
LTU

VEN

HRV
POL
LVA

CHL

HUN

MEX

SYC

ESTURY

GNQ

CZE

LBY

KNA

ARG

TTO

ATG
PRT
SVN

GRCKOR

NZL

ESP

TWN
ITA

AUS

FRABEL

DEU

NLD
CANAUT

MAC

FIN

GBR

SGPSWE

IRL
HKG

DNK
CHE

ISL

USAJPN

NOR
LUX

y = 0.5038x - 3.9076
R2 = 0.6464

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

4 5 6 7 8 9 10 11 12

Real income per capita (log)

C
on

tr
ol

 o
f 

C
or

ru
p

ti
on



7

A premium on institutional upgrading A premium on institutional upgrading –– government government 
effectivenesseffectiveness
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The perceptions of The perceptions of ““existingexisting”” entrepreneurs may entrepreneurs may 
not coincide with those of not coincide with those of ““newcomersnewcomers””

Three “Most Serious” Investment Climate Constraints
(% of firms)
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Source: World Bank Panama Enterprise Survey 2006.
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The perceptions of The perceptions of ““existingexisting”” entrepreneurs may entrepreneurs may 
not coincide with those of not coincide with those of ““newcomersnewcomers”” (cont.)(cont.)

Regulatory Issues Identified as Most Serious by Panamanian Firms
(% of firms)

Functioning of 
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Business 
Licensing and 
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Regulations, 9%

Tax 
Administration, 

10%

Labor 
Regulations, 17%

Tax Rates, 53%

Source: World Bank Panama Enterprise Survey.
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Time spend in dealing with tax systemTime spend in dealing with tax system……

Tax Burden Indicators
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