Enforcing Contracts

Where contract enforcement is efficient, businesses are more likely to engage with new borrowers or customers. Doing
Business tracks the efficiency of the judicial system in resolving a commercial dispute, following the step-by-step
evolution of a commercial sale dispute before local courts. The data is collected through study of the codes of civil
procedure and other court regulations as well as through surveys completed by local litigation lawyers (and, in a
quarter of the countries, by judges as well).

The dispute concerns a contract for the sale of goods between two businesses (the Seller and the Buyer) both located
in the economy’s largest business city.

The Seller sells and delivers goods, worth 200% of the economy’s income per capita, to the Buyer. The Buyer refuses
to pay on the grounds that they were not of adequate quality.

The Seller sues the Buyer to recover the amount under the sales agreement (200% of the economy’s income per
capita). The claim is filed before a court in the economy’s largest business city with jurisdiction over commercial
cases worth 200% of the income per capita and is disputed on the merits. Judgment is 100% in favor of the Seller and
is not appealed. Seller enforces the judgment and the money is successfully collected through a public sale of Buyer’s
assets.

Rankings on enforcing contracts are based on 3 sub-indicators:

* Number of procedures, which are defined as any interaction between the parties or between them and the judge or
court officer. This includes steps to file the case, steps for trial and judgment and steps necessary to enforce the
judgment.

* Time, which counts the number of calendar days from the moment the Seller files the lawsuit in court until payment
is received. This includes both the days on which actions take place and the waiting periods in between.

» Cost, which is recorded as a percentage of the claim (assumed to be equivalent to 200% of income per capita). Three
types of costs are recorded: court costs (including expert fees), enforcement costs (including costs for a public sale of
Buyer’s assets) and attorney fees.

Justice delayed is often justice denied. And in many economies only the rich can afford to go to court. For the rest,

justice is out of reach. In the absence of efficient courts, firms undertake fewer investments or business transactions.
And they prefer to involve only a small group of people who know each other from previous dealings.
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Procedures to enforce a contract
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This graph compares the number of days that it takes in order to recover a commercial debt through the courts. * The economy requiring the least time is
included as a benchmark
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This graph compares the number of days that it takes in order to recover a commercial debt through the courts. * The economy requiring the least time is
included as a benchmark
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Cost to enforce a contract (% of claim)
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This graph compares the costs across economies that it takes in order to recover a commercial debt through the courts. * An economy with the lowest
cost is included as a benchmark. Bhutan also requires the lowest costs.
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