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LES OPINIONS EXPRIMÉES DANS CETTE PRÉSENTATION SONT 
CELLES DES AUTEURS ET NE DOIVENT PAS ÊTRE ATTRIBUÉES À LA 

BANQUE DE FRANCE, AU BANCO DE ESPAÑA OU À 
L'EUROSYSTÈME. 

* DISCLAIMER



Introduction. Literature

• Regulation is fundamental to economic development. If well designed, it 
mitigates market failures. Regulation is a necessary but not sufficient condition 
to solve market failures. 

• Its effects are conditioned by transactional, administrative-political or 
informational reasons (Laffont and Tirole, 1993).

• Regulation may imply both direct and indirect economic costs. 

• Direct: resources devoted to compliance. 

• Indirect: changes in agents’ behavior. 

• Studies on the (negative) impact of regulation

• Bailey and Thomas (2017), Coffey et al. (2020), Mora-Sanguinetti et al. (2024) -> 
lower number of firms, slower employment growth, growth

• Palumbo et al. (2013) -> Higher litigation

• A main motivation for “better regulation” policies (Radaelli, 2007). 
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Australia USA

Regulatory complexity in some countries
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https://plainlanguage.gov/


Good Law principles

(United Kingdom)

Regulatory complexity in some countries
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https://www.gov.uk/guidance/good-law
https://www.gov.uk/guidance/good-law


(New) dimensions of regulatory complexity
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(New) dimensions of regulatory complexity

NLP (METHODOLOGY)

• Our approach: use of NLP (natural language processing) to measure 
regulatory complexity (De Lucio and Mora-Sanguinetti, 2022). 

• Azqueta-Gavaldon et al. (2020), Ghirelli et al. (2019) and Baker et al. (2016) -
> uncertainty; Hassan et al. 2019 -> political risk, etc. 

http://www.boe.es/


New dataset

• We develop a new dataset: RECOS REgulation COmplexity in Spain database

• Regional Laws and Decree-Laws (1978-2019): 8171 norms. 61 million words.

• We develop new complexity indicators: linguistic, relational (+ volume) 

• Previous database using NLP techniques with a similar purpose: US federal 
regulations. 1997-2012. Al-Ubaydli and McLaughlin (2017). 

• Used by:

• Davis (2017): related regulatory complexity and policy uncertainty

• Chambers et al. (2019b): explored the link between regulation and prices, 

• Coffey et al. (2020): regulation and economic growth

• Bailey and Thomas (2017): industry regulation and enterprise birth, employment 
growth 
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*“Spain” is the sum of all regional norms
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New dataset (volume)



Regional network of 
norms (only for norms 

with more than 50 
inward-outward links) 

Red: regional 
regulations. 

Black: other regulations

(Quantitative results in 
the next slide)
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New dataset (network structure – relational perspective)



New measures (legibility)
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LEGIBILITY

W: number of words

Le: Letters per word

Higher µ = higher

readability

(Muñoz and Muñoz, 

2006)

RELATIONAL 

STRUCTURE

Links: average

number of links

incorporated in a norm

Denominator: number

of norms adopted in a 

region



IMPACTS i (LABOUR PRODUCTIVITY)

• Impacts of complexity on labor productivity 

• Defined as value added (VA) per hour. 

• Source: De la Fuente (2019). Real VA per hour available for 1977-2017. 

• Regions with more complex regulations are expected to experiment lower 
productivity. Within each region, periods with more complex regulations are 
expected to be negatively related to productivity. 

• Impact through “Total Factor Productivity" (TFP). 

• TFP growth (“technological progress”): impact of the quality of the institutional 
environment, such as the regulation of product and labor markets and the 
capacity of the economy to innovate on the productive use of labor, capital and 
other inputs (Scarpetta et al., 2002; Fuentes and Mora-Sanguinetti, 2012). 
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IMPACTS i (LABOUR PRODUCTIVITY)
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• Panel data FE estimation covering regulation complexity of the 17 Spanish 
regions. 

• Our dependent variable is productivity. 

• Our estimates include regional (FE) and time fixed effects (TE). 

• All variables enter the estimation in logs. 

• Errors have been clustered at the regional level.



IMPACTS i (LABOUR PRODUCTIVITY)
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IMPACTS ii (JUDICIAL EFFICACY)
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• We constructed a new database (RECOS, Regulation Complexity in Spain) 

• We also build a set of indicators covering the new dimensions of 
complexity: legibility and network structure. 

• This research provides a first exploration of the effects of the new 
dimensions of complexity on labor productivity growth and judicial efficacy.

• Our research rationalizes the efforts of public administrations to achieve 
“better regulation”. 
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Concluding remarks
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