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THE “COVID EFFECT” ON GLOBAL BUSINESS
EXPANTION

A rapid shift to online processes and procedures is allowing companies to
bypass some of the usual setup roadblocks when entering new markets.

Global markets continue to seesaw as countries grapple with the need to re-start their
economies whilst also controlling the further spread of COVID-19.

Authorities are expanding relief schemes to cover more sectors and extending deadlines for
businesses to apply for financial support.

As governments focus inwards to protect national interests, they’re also acutely aware of the
need to continue to attract foreign investment. The “Covid effect” has inadvertently cleared
some hurdles for businesses looking to establish in new markets.

TMF Group’s Global Business Complexity Index (GBCI) 2020 examines how global and local
factors interact and impact the ease of doing business in 77 jurisdictions worldwide. It points
to the trend of modernisation slowly winning the battle against more traditional business
practices, such as the use of official stamps, chops or seals. Samuel Farmer, Consultancy
Solutions Associate at TMF Group, has found that in the past few months this modernisation
trend has accelerated:

“Before COVID-19, a lot of government authorities required company setup or change
documents to be apostilled by a notary and filed in person. Now, we’re seeing a rapid switch
to online systems and administrative departments — such as the Luxembourg Trade and
Companies Register — are being more flexible. They’re accepting simplified applications and
allowing verification documents to be submitted later. This removes some of the usual
headaches that come with doing business.”

Rafael Cifuentes, Consultancy Solutions Manager, points to a US-based medical
manufacturing client who is in the process of expanding as a stand-alone business in more
than 40 countries.

“Our client is pleasantly surprised at how accommodating the authorities have been due to
COVID-19. Many, including those in Sweden, Ireland and New Zealand, have adjusted their
usual establishment procedures to make entering their markets as smooth as possible in these
challenging times.”

The streamlining of processes and requirements to give a warmer welcome to foreign
businesses is not surprising. The Organisation for Economic Co-operation and Development
(OECD) expects Foreign Direct Investment (FDI) flows to fall by more than 30% in 2020, even
under the most optimistic scenario.

Some countries will slow the FDI freefall more effectively than others. Indonesia is ranked the
most complex country for business according to the GBCI, and this is — in part — due to its
Negative Investment List, which restricts the percentage of foreign ownership in industry
sectors and poses major obstacles for foreign investors.


https://www.tmf-group.com/en/news-insights/coronavirus/government-support-schemes/
https://www.tmf-group.com/en/news-insights/publications/2020/global-business-complexity-index/?utm_source=marketing%20&utm_medium=affiliates&utm_term=GBCI%20Regional%20promotion%20-%20EMEA&utm_content=GBCI_Ru&utm_campaign=2020_Marketing
https://read.oecd-ilibrary.org/view/?ref=132_132646-g8as4msdp9&title=Foreign-direct-investment-flows-in-the-time-of-COVID-19

China also appears on the complexity index top 10 list along with six Latin American countries,
including Brazil. The Americas region is highlighted in the report as having the longest
incorporation times for private companies — more than three months in some cases, and
businesses can be required to interact with 30 or more bodies to incorporate.

Farmer notes: “Indonesia, China, Brazil, where it's already so complex — these countries are
likely to see a greater decrease in FDI. So COVID-19 is serving as a bit of a wakeup call for
government authorities. They're realising they need to adjust to the changing world and make
their business environments easier to operate in.”

But will the switch to more streamlined processes last? Cifuentes believes for the most part,
yes.

“I think we’re going to see a transition to more of a flexible system even after the pandemic,
when things are getting back to normal. Countries will want to retain foreign business interests,
which will develop into a smoother administrative cycle, and ultimately make matters easier
for both parties.”

Sectors including hospitality, travel and retail have been hit hard by the global pandemic, and
it will be some time before these businesses can begin to recover. However other businesses,
including those in technology and logistics, are looking to expand their footprint sooner.

Cifuentes believes it's more important than ever for these companies to show jurisdictions how
their expansion will add value. “It is of paramount importance to have a well-thought-out
business plan that clearly communicates to local governments and other stakeholders how
their business will contribute to the regional economy; ‘we’ll create x number of jobs, we’ll be
investing in technology and creating/contributing to x number of on-going community
initiatives.” In our experience as we help companies expand and operate across the world, if
you're able to articulate that value well, governments will be accommodating.”

Want to know more about TMF Group services and how we can help your business and talk to
TMF Group?

Contact us.

About TMF Group: TMF Group is the leading provider of business-processes outsourcing and
administrative support services for streamlining local operations or for international business
expansion. With some 7,800 experts — in-house, on the ground in over 80 locations — and is the
only company worldwide to provide the combination of fiduciary, company secretarial, accounting
and tax and HR and payroll services essential to the success of businesses investing, operating
and expanding across multiple jurisdictions. We know how to unlock access to some of the world’s
most attractive markets — no matter how complex — swiftly, safely and efficiently. That’s why over
60% of the Fortune Global 500 and FTSE 100 and almost half of the top 300 private equity firms
use us.
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