
Improving �Ease of Doing Business� for MSMEs:
A Review of Union and State Initiatives in India.



Improving �Ease of Doing Business� for MSMEs:
A Review of Union and State Initiatives in India.



Improving �Ease of Doing Business� for MSMEs:
A Review of Union and State Initiatives in India.



Published by:
FICCI-CMSME and ISED

FICCI-Confederation of Micro, Small & Medium Enterprises (FICCI-CMSME)
Federation House Tansen Marg
New Delhi 110 001
T: +91-011-23487307
F: 91-011-023320714
E: cmsme@ficci.com
W: www.ficci-cmsme.com

Institute of Small Enterprises and Development (ISED)
ISED House, ISED Road, Vennala,
Cochin 682 028
T: +91-0484-2808727, 2808171
F: 91-0484-2809884
E: director@isedonline.org
W: www.isedonline.org

Author
Dr. P. M. Mathew & Dr. J. M. I. Sait
Institute of Small Enterprises and Development
Cochin-682028, India

Disclaimer: The information and opinions contained in this document have been compiled or 
arrived at from sources believed to be reliable, but no representation or warranty expressed is made 
to their accuracy, completeness or correctness. This document is for information purpose only. The 
information contained in this document is published for the assistance of the recipient but is not to 
be relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient. 
This document is not intended to be a substitute for professional, technical or legal advice. 
All opinions expressed in this document are subject to change without notice.

FICCI-CMSME and ISED will not accept any liability whatsoever for any direct or consequential loss 
howsoever arising from any use of this document or its contents or otherwise arising in connection 
herewith.

Content

Abstract ...................................................................................................................................1

1.0. Introduction ............................................................................................................................................1

2.0. Understanding Business Primers in the MSME Context ............................................................2

3.0. Ease of Doing Business Index: Conceptual Framework and Tools ..........................................2

4.0. Methodological Scaffolding and Ground level Experience .....................................................3

5.0. Regional Diversity and the Experience of the States...................................................................4

6.0. Gaps in Government Interventions..................................................................................................9

7.0. Speci�c Initiatives for Enhancing 'Ease of doing Business’ .....................................................13

Selected Bibliography ......................................................................................................24 

About the Authors .............................................................................................................27



Published by:
FICCI-CMSME and ISED

FICCI-Confederation of Micro, Small & Medium Enterprises (FICCI-CMSME)
Federation House Tansen Marg
New Delhi 110 001
T: +91-011-23487307
F: 91-011-023320714
E: cmsme@ficci.com
W: www.ficci-cmsme.com

Institute of Small Enterprises and Development (ISED)
ISED House, ISED Road, Vennala,
Cochin 682 028
T: +91-0484-2808727, 2808171
F: 91-0484-2809884
E: director@isedonline.org
W: www.isedonline.org

Author
Dr. P. M. Mathew & Dr. J. M. I. Sait
Institute of Small Enterprises and Development
Cochin-682028, India

Disclaimer: The information and opinions contained in this document have been compiled or 
arrived at from sources believed to be reliable, but no representation or warranty expressed is made 
to their accuracy, completeness or correctness. This document is for information purpose only. The 
information contained in this document is published for the assistance of the recipient but is not to 
be relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient. 
This document is not intended to be a substitute for professional, technical or legal advice. 
All opinions expressed in this document are subject to change without notice.

FICCI-CMSME and ISED will not accept any liability whatsoever for any direct or consequential loss 
howsoever arising from any use of this document or its contents or otherwise arising in connection 
herewith.

Content

Abstract ...................................................................................................................................1

1.0. Introduction ............................................................................................................................................1

2.0. Understanding Business Primers in the MSME Context ............................................................2

3.0. Ease of Doing Business Index: Conceptual Framework and Tools ..........................................2

4.0. Methodological Scaffolding and Ground level Experience .....................................................3

5.0. Regional Diversity and the Experience of the States...................................................................4

6.0. Gaps in Government Interventions..................................................................................................9

7.0. Speci�c Initiatives for Enhancing 'Ease of doing Business’ .....................................................13

Selected Bibliography ......................................................................................................24 

About the Authors .............................................................................................................27



by
Dr. P. M. Mathew & Dr. J. M. I. Sait

Abstract

For India, a fundamental question of investment promotion is not simply whether investment has taken 
place; how it has taken place also is equally important. That gives further signals to the investor 
community, within the country and outside. The 'ease of doing business' variables do not adequately 
consider the 'responsible business'  What is the way out after all? The modern dimension of investments.
economy is knowledge-driven. Therefore, the creation of  knowledge - driven economic governance
alone, can ensure a balance of social and economic goals of investment.  The EDP ndex, undoubtedly, i
shows India’s gain over the years. his paper shows that, the major 'EDB' factors in India relate to  T
technology solutions. Twenty-�ve years after the kick starting of the process of active liberalisation in the 
country, these achievements are rather lack-lustre, and they in fact, demonstrates the weaknesses of 
public governance and economic governance in the country. Technology, by itself, cannot lead to an 
improvement in investment environment, unless the bene�ts of technology are closely integrated and 
built into the mainstream of economic governance. Effective economic governance demands a real 
command over the economy, armed with the strong background of knowledge resources. In the context 
of MSME promotion, this is too critical, simply for the reason that it is a too invisible sector. In India's 
manufacturing agenda, and especially for the successful conduct of �agship programs such as 'Make in 
India', this second-line role of the MSME sector cannot be ignored. Going by such a criteria, India's 
un�nished agenda of 'ease of doing business' has to explore more innovative measures and strategies.

1.0. Introduction

Unlike the traditional focus on technology and foreign capital as the triggers of economic 
development, in the era of globalization , there has been a remarkable shift in policy perspectives. In 
the modern world, where global value chains are decisive in economic growth and investment 
location, the latest trend is one of competitive investment promotion strategies by governments. 
The volatility of investment also assumes that, the conditions necessary for such investments have to 
be ensured in the short run. The rules of the game today are explained in terms of the so-called 'ease 
of doing business'. Based on some global parameters, an index was originally developed by the 
World Bank, which has been used as a yardstick for international comparison of countries. While the 
above methodology and index have, of late, been questioned by many scholars, the practice of it 
being used as a key yardstick still continues. The discussion in the following pages seeks to examine 
India's perception and practice of ease of doing business', in relation to the national level and in the 
States.
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This paper seeks to address three key aspects relating to the so-called 'ease of doing business': 1)a 
discussion on the conceptual and practical utility of the ease of doing business(EDB) toolkit 
developed by the World Bank; 2) its relevance in the speci�c context of India, as also in relation to its 
regional diversities; and 3) a discussion on the national and sub national experience, on the basis of 
available evidences and data.

2.0. Understanding Business Primers in the MSME Context

In the traditional text bookish analysis, investment and employment are considered as variables that 
are positively correlated. Scale of production is often considered as an external factor. The prime 
consideration was the in�ow of foreign capital. This conventional understanding continued, until 
1970s, when the question of choice of technique began to be widely debated. The trickle down 
effect of foreign capital began to be increasingly questioned. The attributes and potential of 
indigenous entrepreneurship began to be increasingly examined by public policy and practice. 
Investment cannot be used as a generic term in the SME context. It is part of a culture. SMEs 
structurally and functionally are very much part of a cultural context. In most parts of the world, as 
also in India, the services sector is the largest single constituent of SMEs. The services essentially are 
meant for transacting goods, or to facilitate the basic needs of human life. Naturally, the cultural 
context is signi�cantly embedded in these activities. in most economic theories of foreign capital 
and investment decisions, economic factors have their primacy; non economic factors have not 
gained the place they deserve. Where culture is a dominant factor in�uencing investment decisions, 
the entrepreneurial aspirations and achievement motivation are also tuned to such a context. 
Therefore, the conventional economist's argument and variables relating to attracting investments 
have serious limitations in this context. This would imply that a number of non economic 
explanatory variables also need to be considered while discussing the ease with which investment 
projects get attracted to a particular country or region. Given the above constraints ,it is necessary to 
examine the factors other than mere economic in nature that explain investment �ows into a 
country or region.

3.0 Ease of Doing Business Index: Conceptual Framework and Tools

The Doing Business Report (DB) is a study elaborated by the World Bank Group since 2003 every year 
that is aimed to measure the costs to �rms of business regulations in 185 countries. The study has 
become one of the �agship knowledge products of the World Bank Group in the �eld of private 
sector development, and is claimed to have motivated the design of several regulatory reforms in 
developing countries. The study presents every year a detailed analysis of costs, requirements and 
procedures a speci�c type of private �rm is subject in all countries, and then, creates rankings of 
countries based on that. The EDB is an index created by the . Higher rankings (a World Bank Group
low numerical value) indicate better, usually simpler, regulations for businesses and stronger 
protections of property rights.

Improving 'Ease of Doing Business' for MSMEs
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4.0. Methodological Scaffolding and Ground level Experience
The EDB index is based on a study of the laws and regulations. It claims to be based on the inputs and 
veri�cation by more than 9,600 government officials, lawyers, business consultants, accountants 
and other professionals in 185 economies, who routinely advise the project on or administer legal 
and regulatory requirements. 

The EDB index is meant to measure regulations directly affecting businesses and does not directly 
measure more general conditions such as a nation's proximity to large markets, quality of 
infrastructure, in�ation, crime, and other social factors.. A nation's ranking on the index is based on 
the average of 10 sub-indices:

a.  Starting a business : Procedures, time, cost and minimum capital to open a new business

b.  Dealing with construction permits : Procedures, time and cost to build a warehouse

c. Getting electricity : procedures, time and cost required for a business to obtain a permanent 
electricity connection for a newly constructed warehouse

d.  Registering property : Procedures, time and cost to register commercial real estate

e.  Getting credit : Strength of legal rights index, depth of credit information index

f.  Protecting investors : Indices on the extent of disclosure, extent of director liability and ease of 
shareholder suits

g.  Paying taxes : Number of taxes paid, hours per year spent preparing tax returns and total tax 
payable as share of gross pro�t

h.  Trading across borders : Number of documents, cost and time necessary to export and import

i. Enforcing contracts : Procedures, time and cost to enforce a debt contract

j. Resolving insolvency : The time, cost and recovery rate under bankruptcy proceedings

The DB has been widely known and used by academics, policy-makers, politicians, development 
experts, journalists and the business community to highlight red tape and promote reforms. As 
stated by the IEG study from the World Bank: “For country authorities, it sheds a bright, sometimes 
un�attering, light on regulatory aspects of their business climate. For business interests, it has 
helped to catalyze debates and dialogue about reform. 

The ranking of countries on the basis of the EDB index, has been criticized by experts in the World 
Bank itself. One of the arguments is that, instead of having a single headline index, it would be 
advisable to have separate rankings for each individual indicator, now aggregated into the main 
index. There are several crucial problems relating to the index as a barometer that can work as a 
guideline for investors. The debate was about whether a higher ranking implied that a country was 
on the right track of private sector development. Another criticism has been that, basically, countries 
that have no labour regulations what so ever get the best marks.

India now ranks 130 out of 189 countries  in terms of EDB, moving up four places from last year's 
adjusted ranking of 134. The contributing improvement has been in three key areas : 1) Starting a 
business; 2) Getting construction permits; and 3) Getting Electricity.
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5.0. Regional Diversity and the Experience of the States

While there is need for a realistic indicator for measuring the 'ease of doing business', there are two 
critical factors that make the World Bank EDB tool kit relatively less relevant: 1) regional diversity; and 
2) the in�uence of non economic factors, especially Achievement Motivation and labour market 
aspirations on the supply side.

Following the MSME Development Act 2006, efforts were taken by various State governments to 
attract investments from outside. The initiatives were largely focused on three key areas: a) 
Infrastructure; b) Law and Order; and c) provision of local raw materials at subsidised rates. The track 
record of most State governments in India on all these fronts has been reported to be much to be 
desired. While a mass base of self employment can best be created by the poorer sections of the 
society, the prevailing semi-feudal social relations did not allow such entrepreneurial potential and 
sparks to be tapped meaningfully. The law and order situation itself remained poor because of such 
rural power relations. The state of infrastructure remained poor essentially for the poor Plan 
allocations for capital expenditure. What best could be achieved by the States could be, tapping the 
centrally sponsored infrastructure projects, which in many cases, did not tally with the local 
conditions and requirements. What best could be achieved by the State governments, given their 
limited �nancial resources, was cosmetic interventions that did not involve much capital 
expenditure. There was some attempts to improve the state of governance, which summarily boiled 
down to the enhanced introduction of technology in government transactions. The e-governance 
experiment, however, did not succeed to a desirable level. This can best be explained in relation to 
the difference between both the perceptions and practice of public governance and economic 
governance. While public governance in general, and the poor capacity of government regarding 
economic governance, remain key constraints relating to EDB, these aspects have not gained due 
attention so far.

The simplest de�nition of an ‘enterprise’ is that it is an organization created for business ventures. Its 
business is ”doing business” . Enterprise promotion, therefore, connotes promoting an environment 
for doing business. While the government has very little to do with doing business per se, it has the 
responsibility to create an ecosystem that will promote establishment of new businesses by private 
actors, facilitate their continued sustainability, and eventual exit as and when the purpose is served 
or the business becomes unviable, physically, �nancially or otherwise. 

The role of the government in enterprise development is to facilitate. The term “promotion” denotes 
creation, and not restriction or destruction. The role of a facilitator should, therefore, be targeted at 
creation of facilities. Regulating with restrictive laws is contrary to the spirit and principle of 
promotion. However, it does not mean absolutely refraining from regulation, as regulation is needed 
to ensure that an enterprise does not turn to be harmful to itself, other enterprises, or the people at 
large. In other words, the role of the government should be more of that of a facilitator and less of a 
regulator. When this is achieved, ‘Ease of Doing Business’ will prevail.

Improving 'Ease of Doing Business' for MSMEs
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What one often �nds in emerging economies is contrary to promoting ‘ease of doing business’ with 
regulations that tend to be more restrictive than facilitative. This leads to curtailment of the 
enthusiasm to do business. The bureaucracy and the general public often view the businessman as a 
parasite on their labour, instead of viewing as a creator of employment and value. These attitudes 
shape the business processes of public administration. In varying degrees, these processes are 
shaped by legal provisions, often to the point that they are executing the law. They draw on different 
sets of knowledge which are generally situational and implicit. The fundamental �aw lies in the fact 
that, governments are law makers and the laws only say what one should not do and the 
punishment thereto. The resultant Para-colonial attitude framework is manifested in all government 
processes, such that the restrictive or regulatory aspects get emphasised even when a liberal policy 
is drafted. In fact, the concept of a "level playing �eld" is often largely mythical. In effect, the good 
policies fail to bring the desired results because of restrictive implementation process. Some of the 
common examples that can be cited are, too many stations from where permissions are to be 
obtained, and too many complicated forms to be �lled. Most of these stations have their exclusive 
‘self assumed importance’, and the forms demand substantially duplicated information. One of the 
purposes of the ‘Ease of Doing Business’ initiative, now being undertaken by many economies, is to 
curtail these hurdles, if not to eliminate them altogether. While 'ease of doing business', in the real 
sense should mean, putting in place a proper economic governance system, what is being 
attempted so far, especially through technological solutions, have only a cosmetic effect. The basic 
requirements of an effective economic governance system, is a proper knowledge system that can 
guide policy design and its meaningful implementation. However, most developing countries, as 
also India, do not have this. In many of these countries, "data" are collected in order to backstop or 
justify what the government is already doing by way of public programmes, and not to run economic 
governance smoothly, to the ultimate bene�t of businesses and to the economy.

Box .1

Public Governance and the Economic Governance are Not the Same

There is, however, a major conceptual clash between public governance of enterprise 
development and the economic governance of enterprise. In the context of public governance, 
Enterprise development is considered one among the various public programmes of the 
Government. Economic Governance refers to the system of Institutions and procedures needed 
for achieving economy related objectives, such as co-ordination of economic policies to promote 
enterprise and entrepreneurship for the country and for its citizens.
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requirements of an effective economic governance system, is a proper knowledge system that can 
guide policy design and its meaningful implementation. However, most developing countries, as 
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Box .1

Public Governance and the Economic Governance are Not the Same

There is, however, a major conceptual clash between public governance of enterprise 
development and the economic governance of enterprise. In the context of public governance, 
Enterprise development is considered one among the various public programmes of the 
Government. Economic Governance refers to the system of Institutions and procedures needed 
for achieving economy related objectives, such as co-ordination of economic policies to promote 
enterprise and entrepreneurship for the country and for its citizens.



Developed economies have gone ahead with the elimination process, with the use of information 
technology tools, which, of course, emerging economies like India have successfully emulated to 
some extent. The initial impetus was provided by 'Save the Tree' movement to curtail the use of 
wood based paper. 

Historically, public initiatives for enterprise promotion have been considered as co-terminus with 
enterprise development.   This is essential for the reason that, the very objective of enterprise 
promotion, especially small enterprise promotion, is self-employment generation. There is, 
however, a major conceptual clash between Public Governance of Enterprise development, and its 
economic governance.  In the context of Public Governance, Enterprise development is considered 
one among the various public programmes of the Government.  Economic Governance refers to the 
system of Institutions and procedures needed for achieving economy related objectives, such as co-
ordination of economic policies to promote Enterprise and Entrepreneurship for the country, and for 
its citizens.  A good bureaucrat need not be good at promoting enterprise in government.

 Ever since the 1990s, when information and communication technologies were actively promoted 
in the country, e-governance has become a prominent subject both in the semantics and practice of 
development in India. The term e-Governance includes two crucial concepts; 1) extensive use of 
electronic technology; and (2) exercise of governance. There has been an implicit argument that the 
use of electronic technology leads to enhanced level of efficiency in the work process.  It is also 
assumed that public governance becomes as easier as the process time, and also the effort involved 
comes down signi�cantly.  On these lines, e-governance has become the major agenda of the Union 
and State Governments, thereby involving signi�cant investment for State initiatives.  However, the 
�ndings of various evaluative studies indicate a mixed picture regarding the bene�ts of e-
Governance.

An area which needs serious attention is the reliability of data produced by various agencies. 
Meticulous scanning of official data on enterprise development, at the ISED Small Enterprise 
Observatory, has brought to light serious anomalies with such data. One of the desirable functions of 
e-governance is to make available data on line for consumption by all stakeholders and researchers. 
With incongruous data not only the stake holders are misled, but the deliberations get either 
misdirected or become perfunctory, ultimately leading to spurious policies and strategies, making 
the democratisation of policy development a futile exercise.  

The e-Government systems, so far developed, claim that they enable the citizenry to carry out all 
their functions without visiting the  offices, either by oneself personally or through a nearby 
customer service centre( like Akshaya in Kerala) The experience of many people responding to our 
enquiries at various forums have been rather painful - the pain that e-government seeks to avoid or 
mitigate. In general there were complaints about (1) the need to visit the government office 
concerned to prove the genuineness of the transactions such as payment of land tax; (2) insistence 
on Aadhar card on irrelevant matters (e.g. Survey on Coconut Subsidy even in respect of households 
without coconut trees) and in the context when the central government has already indicated that 
Aadhar is not mandatory.; (3) want of expertise at the Akshaya Centres resulting in inefficient 
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handling of customer services and lack of awareness about the procedural requirements of the 
services to be obtained from government agencies through Akshaya causing delays and expenses; 
insistence by certain departments  that the requests for services should mandatorily be submitted 
through Akshaya centres and refusal to accept the same at the counter (4). Exorbitant charges levied 
by CSCs for services.  In effect the complaints point out to the lack of preparedness for the service 
delivery. Development of efficient softwares alone does not guarantee efficacy of the endeavour 
unless the agents of delivery are adequately trained and equipped with process knowledge to 
handle the full spectrum of services. Of course, more than training it means creating and sustaining a 
culture.

5.1. Role of Governance in Enterprise Development

In the domain of enterprise development, there can be two broad approaches to e-governance: (a) 
supply side approach; and (b) demand side approach. e-Governance is concerned with changes in 
two �elds. First, it demands changes in the internal government operations that come about as IT is 
used increasingly for automation, cooperation, integration among government agencies and as 
tools assisting in decision making processes. While such use of IT has been going on for more than 
three decades, the current spark of interest in the �eld due to other reasons. As a positive result of 
accelerated globalization, external operations are getting transformed, and information and 
services increasingly become available on the Internet. This has prompted government agencies to 
organize their operations on the understanding that citizens and enterprises will respond on a self-
service basis. The abundance of websites and web based information exchanges prove the point. 
There are many experiments on the more extensive and systematic, goal oriented, use of IT in the 
public sector. But, so far, these exercises do not often appear to have adequately incorporated the 
views, concepts, and history that make up a democratic government in developing the e-
governance regime. 

The term 'government' covers several aspects of managing a country, ranging from the very form of 
government, down to strategic management, and to daily operations. e-Government generally 
covers all these areas, and incorporates goals of more efficient operations, However, they often 
neglect the need to provide better quality of services and increased and better quality citizen 
participation in democratic processes. These requirements point out to the need for qualitative 
improvements and purpose-de�ned approaches in data collection, data processing, identi�cation 
of issues and deliberation of the issues with the help of pertinent data for arriving at actionable 
solutions. Solutions derive their acceptability only when both the bene�ciary and the implementer 
believe in the capacity of those solutions to remedy or mitigate the problem. The situation de�nes 
the need for cooperation and involvement of both sides. The marketing management dictum "the 
consumer is the king" should be the guiding principle here. The entrepreneurs know, and believe 
that they know, their  problems and their solutions. The role of government is to convince them that 
they are either right or wrong, with authentic data supplied through an appropriate knowledge 
platform. When promotional or development policies are framed, wider and well structured 
articulation is necessary to encourage the 'affected' entities to come up with their knowledge of the  
problem and suggestions  for solutions in order to properly direct their course, avoiding 
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misapplications, misapprehensions and even mistrust, such that the bene�ciaries also assume 
ownership of the policy, which then becomes easily implementable. 

Dr. APJ Abdul Kalam, former President of India and a visionary in the �eld of e-Governance has aptly 
summarized the basic challenge lying before the country: "e-Governance, has to be citizen-friendly. 
Delivery of services to citizens is considered a primary function of the government. In a democratic 
nation of over one billion people like India, e-Governance should enable seamless access to 
information and seamless �ow of information across the State and central government in the federal 
set up. No country has so far implemented an e-Governance system for one billion people. It is a big 
challenge before us."(emphasis added) In India, the way government institutions conduct their 
business has evolved over time, and is codi�ed in different Statutes, Rules, Regulations and 
procedural manuals enacted or formulated over a wide span of time (with many processes even 
continuing from the colonial period). On the other hand, the scope and complexities of governance, 
along with the government machinery, have expanded over time. The advent of ICT has led to the 
recognition that these technologies provide  unique opportunities to redesign government 
processes, not only to provide better services and reliable information to citizens, but also to 
improve efficiency and effectiveness within government institutions. 

The basic idea behind such re-engineering is to avail of the opportunity provided by ICT in 
transforming governmental processes , and not just in modifying them. Michael Hammer and James 
Champy, in their landmark book 'Reengineering the Corporation - A Manifesto for Business 
Revolution' (1993) introduced the concept of business process re-engineering, where they  
observed: "Re-engineering is the fundamental rethinking and radical redesign of business 
processes to achieve dramatic improvements in critical, contemporary measures of performance, 
such as cost, quality, service, and speed."  According to them, �rst, there has to be conviction within 
the organization that process re-engineering will lead to greater efficiency and efficacy. However, 
this conviction should lead to the realization that ICT offers the opportunity to accomplish it now 
and not later. Second, the rationale for each step involved in a process - both for activities which lie 
totally within the organization and those which involve outside entities - needs to be examined with 
the express aim of identifying the steps which can be simpli�ed or eliminated altogether. In the case 
of government organizations, the needs of the citizens assume the centre-stage. 

5.2.  Economic Governance 

'Economic governance' refers to the system of institutions and procedures established with a view to 
achieving national objectives in the economic �eld, namely the coordination of economic policies to 
promote economic and social progress for the country and its citizens. Economic Governance 
consists of the processes that support economic activity and economic transactions by protecting 
property rights, enforcing contracts, and taking collective action to provide appropriate physical 
and organizational infrastructure. In  India, the speci�cs of these systems and procedures often  are 
laid down by some key ministries or some Act of the Parliament, the implications of which are often 
unclear even to the nodal Ministries. Since the implications of law are rather unclear to the business 
community, they often engage in strategies such as agitation and lobbying. This often results in the 
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appointment of official Committees, which come out with some recommendations. The 
committees, given their wide terms of reference and the limited time available, are practically not 
able to do full justice to their work. Many countries of the world have effective economic governance 
systems, wherein, knowledge inputs relating to an economic constituency �ow regularly, and  they 
are widely debated as part of the parliamentary process(e.g.: The State of Small Business(USA),White 
Paper on SMEs(Japan), The State of Small Businesses in Korea).

Government often cost too much, but delivers too little. It is not sufficiently responsive and is 
de�cient in accountability. Good governance has been advocated  since the advent of automation. 
Information technology or computation methodology provided a base for mechanization of the 
tasks hitherto being carried out manually, there being no fundamental change in operations. When 
communication was added to the information technology, the �ow of information became possible, 
and Good governance started emerging. e-Governance has the potential to offer new ways of doing 
things by improving government processes, connecting citizens, and building interactions with and 
within the society. With communication as a powerful tool e-governance has been contributing 
more effectively It provides for: (a) replacing manual handling of information (automation); (b) 
supporting human-executed information processing for making, communicating and 
implementing decisions (informatisation); and (c) creating new information processes or 
supporting new human-executed information processes such as , new methods of public service 
delivery (transformation).

Heeks (2001) enumerates two sets of direct and objective bene�ts that will accrue by these three 
processes:

(1) Efficiency gains (cheaper governance; larger and  faster output)

(2) Effectiveness gains (governance that works better; being innovative, production of new 
outputs;

As a corollary it will provide internal bene�ts such as better personnel motivation or political control, 
and external bene�ts of catalysing the local IT industry by demonstrating the bene�ts. As an 
economic development exercise, it will enable supplying of the requisite supports and services to 
the enterprises and start-up expeditiously and just in time. In the reverse case it will enable 
feedbacks from the citizenry on the effects and de�ciencies of the services provided as also 
suggestions for appropriate remedial measures. 

6.0.Gaps in Government Interventions

Alternative methodologies of  measuring 'ease of doing business' also exist. An analysis of the Public 
Affairs Index for 2016  provides a comparative picture of the  achievements and performance of the 
States  in relation to parameters that have an impact on enterprise development. Unlike the 'ease of 
doing business' index, the Public Affairs Index(PAI) offers a more realistic measure, which depicts the 
Indian reality better. This index captures ten variables that are more representative of the  Indian 
situation
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6.1.Analysis of PAI Data

Enterprise development depends on certain conducive factors like the freedom of choice or 
economic freedom enjoyed by the people, besides availability and quality of appropriate 
infrastructure and the �scal discipline of the government. Public Affairs index built on  these 
parameters ranks various Indian states. The extent of Economic Freedom is re�ected in the level of 
ease of doing business prevalent in the State. The number of business entities in the formal sector is 
also an indication of the open mindset of the people towards entrepreneurship. A high index of 
business activity is indicative of the relative efficiency of the administrative set up in the state in 
promoting ad supporting enterprises and entrepreneurship. The PAI results were reworked by the 
ISED Small Enterprise Observatory to the context of the present discussion.  The following data 
and the charts indicate the relationship between the observed advancement of the states and the 
effect of the selected parameters.

Andhra Pradesh 14 3 7 28 2 14 26 19
Arunachal 16 23 17 4 28 13 8 29
Assam 26 21 28 8 20 26 17 6
Bengal 12 12 18 20 11 17 4 12
Bihar 29 22 21 10 19 29 29 15
Chhattisgarh 21 11 20 13 4 22 20 3
Delhi 9 18 1 1 14 2 19 7
Goa 11 16 3 6 18 1 22 14
Gujarat 7 1 6 23 1 7 24 18
Haryana 18 10 4 25 13 4 28 8
Himachal 5 17 5 29 16 11 9 4
J & K 15 20 16 11 25 21 5 24
Jharkhand 28 14 24 9 3 25 27 11
Karnataka 3 9 13 18 9 12 3 2
Kerala 1 15 15 21 11 8 6 1
Madhya Pradesh 25 6 22 15 5 24 7 13
Maharashtra 6 2 10 26 8 5 18 9
Manipur 13 28 26 3 29 27 16 25
Meghalaya 17 29 23 2 26 20 15 21
Mizoram 4 25 19 27 24 16 1 16
Nagaland 23 24 27 24 27 15 13 28
Odisha 27 13 29 12 7 23 21 20
Punjab 8 8 2 14 15 10 25 5
Rajasthan 20 5 14 17 6 19 10 17
Sikkim 10 27 11 5 23 3 2 27
Tamilnadu 2 4 8 19 12 6 11 26
Tripura 24 26 25 16 22 18 23 23
Uttarakhand 19 19 9 22 21 9 14 22
Uttar Pradesh 22 7 12 7 10 28 12 10

10

State PAI Rank

O
ve

ra
ll

Ec
on

om
ic

Fr
ee

do
m

In
fra

str
uc

tu
re

Fi
sc

al
 

M
an

ag
em

en
t

Ea
se

 o
f d

oi
ng

 
Bu

si
ne

ss
 R

an
k 

by
 D

IP
P

Ra
nk

 in
 

G
D

P 
gr

ow
th

So
ci

al
 

Pr
ot

ec
tio

n

Tr
an

sp
ar

en
cy

 

Improving 'Ease of Doing Business' for MSMEs

The Index reveals that the major industrial and manufacturing states stand at the top of the list 
amongst large states such as Gujarat, Maharashtra, Andhra Pradesh, Tamil Nadu and Rajasthan. 
Amongst the smaller states, Goa and Himachal Pradesh are at the top. Kerala, Assam and Bihar are at 
the bottom along with Manipur and Meghalaya. This contrasting picture of different states in India 
points to the importance of the need to bring Economic freedom or economic liberty which will 
increase the ability of members of a society to undertake economic actions.
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Source: Public Affairs Centre; Compiled by ISED Small Enterprise Observatory
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6.1.Analysis of PAI Data

Enterprise development depends on certain conducive factors like the freedom of choice or 
economic freedom enjoyed by the people, besides availability and quality of appropriate 
infrastructure and the �scal discipline of the government. Public Affairs index built on  these 
parameters ranks various Indian states. The extent of Economic Freedom is re�ected in the level of 
ease of doing business prevalent in the State. The number of business entities in the formal sector is 
also an indication of the open mindset of the people towards entrepreneurship. A high index of 
business activity is indicative of the relative efficiency of the administrative set up in the state in 
promoting ad supporting enterprises and entrepreneurship. The PAI results were reworked by the 
ISED Small Enterprise Observatory to the context of the present discussion.  The following data 
and the charts indicate the relationship between the observed advancement of the states and the 
effect of the selected parameters.

Andhra Pradesh 14 3 7 28 2 14 26 19
Arunachal 16 23 17 4 28 13 8 29
Assam 26 21 28 8 20 26 17 6
Bengal 12 12 18 20 11 17 4 12
Bihar 29 22 21 10 19 29 29 15
Chhattisgarh 21 11 20 13 4 22 20 3
Delhi 9 18 1 1 14 2 19 7
Goa 11 16 3 6 18 1 22 14
Gujarat 7 1 6 23 1 7 24 18
Haryana 18 10 4 25 13 4 28 8
Himachal 5 17 5 29 16 11 9 4
J & K 15 20 16 11 25 21 5 24
Jharkhand 28 14 24 9 3 25 27 11
Karnataka 3 9 13 18 9 12 3 2
Kerala 1 15 15 21 11 8 6 1
Madhya Pradesh 25 6 22 15 5 24 7 13
Maharashtra 6 2 10 26 8 5 18 9
Manipur 13 28 26 3 29 27 16 25
Meghalaya 17 29 23 2 26 20 15 21
Mizoram 4 25 19 27 24 16 1 16
Nagaland 23 24 27 24 27 15 13 28
Odisha 27 13 29 12 7 23 21 20
Punjab 8 8 2 14 15 10 25 5
Rajasthan 20 5 14 17 6 19 10 17
Sikkim 10 27 11 5 23 3 2 27
Tamilnadu 2 4 8 19 12 6 11 26
Tripura 24 26 25 16 22 18 23 23
Uttarakhand 19 19 9 22 21 9 14 22
Uttar Pradesh 22 7 12 7 10 28 12 10
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The Index reveals that the major industrial and manufacturing states stand at the top of the list 
amongst large states such as Gujarat, Maharashtra, Andhra Pradesh, Tamil Nadu and Rajasthan. 
Amongst the smaller states, Goa and Himachal Pradesh are at the top. Kerala, Assam and Bihar are at 
the bottom along with Manipur and Meghalaya. This contrasting picture of different states in India 
points to the importance of the need to bring Economic freedom or economic liberty which will 
increase the ability of members of a society to undertake economic actions.
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Source: Public Affairs Centre; Compiled by ISED Small Enterprise Observatory
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7.0.  Speci�c Initiatives for Enhancing 'Ease of doing Business'

The Union Government and the States have already initiated several steps for enhancing ' ease of 
doing business'. 

7.1. Union Government Initiatives

India's rank in the Doing Business Report 2015 was 142 among 189 countries which improved to 130 
in the Doing Business Report, 2016. Against the background of the 'Make in India' initiative, 
Government of India has emphasized on the importance of 'Ease of Doing Business'. It is working 
extensively on improving India's rank ,as per the World Bank Index.. A 98 point Action Plan for State 
business reforms was prepared by the Department of Industrial Policy and Promotion in December, 
2014. The Action Plan was implemented by the States/Union Territories by 30th June, 2015. An 
assessment of implementation of these reforms was carried out by DIPP and published on 14th 
September, 2015. The assessment included ranking States on the level of implementation of the 98 
point Action Plan. A similar exercise has been undertaken for the year 2016. A 340 Point  Action Plan 
has been prepared for implementation by the State Governments after detailed stakeholder 
consultation. State Governments have been requested to complete these reforms by 31st March, 
2016. An online Dashboard for status update by the State Governments on the Action Plan and real-
time ranking of States will be launched on 1st April, 2016. State Governments shall be able to upload 
evidence of completion of each action point. On validation of the same by DIPP, the rank of the State 
is expected to   be updated accordingly. 

At the national level, the achievements over the past two years deserve special mention. These can 
be broadly discussed under the following categories: a) technological interventions; b) procedural 
interventions; c) and legislation. However, the experience shows that, the major type of intervention 
has been technology-related.

 7.1.1.Technology-related  Interventions

 a. Registration for Permanent Account Number (PAN), Tax Deduction Account Number (TAN), 
EPFO (Employees' Provident Fund Organization) and ESIC (Employee's State Insurance 
Corporation) and incorporation of company can be done through a single form on eBiz 
portal. 

 b. Online and real time registration of ESIC and EPFO has been introduced. 

 c. Physical submission of documents for export and import is not required. They can be 
submitted electronically by using digital signatures. 

 d. Custom ICEGATE Portal has been integrated with Food Safety and Standards Authority of 
India (FSSAI), Animal and Plant Quarantine, Drug Controller and Wildlife Control Bureau for 
imports. 

 e. Shram Suvidha Portal has been launched to facilitate risk based Inspections, submission of 
common electronic returns under 8 Labour Acts and issue of Labour Identi�cation Number.
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7.0.  Speci�c Initiatives for Enhancing 'Ease of doing Business'

The Union Government and the States have already initiated several steps for enhancing ' ease of 
doing business'. 

7.1. Union Government Initiatives
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submitted electronically by using digital signatures. 
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 e. Shram Suvidha Portal has been launched to facilitate risk based Inspections, submission of 
common electronic returns under 8 Labour Acts and issue of Labour Identi�cation Number.
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 f. One-stop access for Investors to know more about Investment opportunities and 
information on number of licenses/approvals required from Government agencies.

 g. User-friendly features such as Payments through net banking, credit & debit cards, status 
tracking, SMS alerts and Help-desk support enabled. 

 h. Single face of Government - Composite Application Form and one-time payment designed 
for obtaining approvals from multiple Ministries/Departments viz., Ministry of Corporate 
Affairs, Central Board of Direct Taxes, Ministry of Labour & Employment including 
Employees' State Insurance Corporation & Employees Provident Fund Organization. 

 i. Elimination of multiple visits to different agencies. Investor can apply for 20 Central 
Government services; 14 Andhra Pradesh, 14 Odisha and 2 Delhi state Government services 
have been integrated with eBiz IT platform, as detailed below. 

S. No.  Ministry/ Dept. Service 

1.  Central Board of Direct Taxes (CBDT)  Changes or correction in PAN data 

2.  Ministry of Labour and Employment  Registration under the Contract Labour
 (MoL&E)  Act, 1970 

3.  Ministry of Labour and Employment  Registration under the Building and other 
 (MoL&E)  construction workers Act, 1996 

4.  Ministry of Labour and Employment  Registration under the Inter-State Migrant 
 (MoL&E)  Workmen Act, 1979 

COMPOSITE APPLICATION FORMS INTEGRATED

List of joined-up (L3) services 

S.No.  Service  Department /Ministry 

1.  INC-29 with 7 services viz.,  Ministry of Corporate Affairs, CBDT, EPFO &
 Name Availability (MCA), Director  ESIC 
 Identi�cation Number (MCA), 
 Certi�cate of Incorporation (MCA),
 PAN (CBDT), TAN (CBDT), Employer 
 registration of EPFO and ESIC   

2.  INC-7 with 5 services viz.,  Ministry of Corporate Affairs, CBDT, EPFO &
 Certi�cate of Incorporation (MCA),  ESIC 
 PAN (CBDT), TAN (CBDT), Employer 
 registration of EPFO and ESIC  
3.  5 registration services under  Ministry of Labour & Employment 
 Employer registration under EPFO 
 and ESIC Act, Contract Labour Act, 
 Building and other Construction 
 Workers Act, and Inter-state Migrant 
 Workmen Act 
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 7.1.2.Procedure- related Interventions

 a. Requirement of minimum paid up capital and common seal under the Companies Act 2013 
done away with. 

 b. Time taken for obtaining PAN and TAN on eBiz portal has been brought down to T+1 days. 

 c. Provision for applying for company name and Director Identi�cation Number (DIN) at the 
time of incorporation with single Form-INC29 has been made. 

 d. Provision for online payment of EPFO and ESIC contributions has been introduced. 

 e. Requirement of bank account for registration with EPFO and ESIC has been eliminated. 

 f. Central Registry Rules have been amended to record security interests of all types of 
property. 

 g. Number of documents required for imports and exports have been reduced to three. 

 7.1.3.Legislation

 a. Insolvency and Bankruptcy Code with provision of easy and faster exit, has been passed by 
the Parliament. 

7.2. State Level Initiatives.

The State level initiatives,  con�ned to the level of a few States only, is essentially technology related 
interventions. Some of the thrust areas in this regard are as follows:

1) Online �ling and payment of Value Added Tax and Central Sales Tax have been implemented by 
many State. They have eliminated pre-registration VAT inspections and replace them with post- 
registration advisory visits. 

2) Common Application Form and established dedicated single windows, backed by legislation or 
state noti�cations to establish and empower them, is another area of intervention. Clear time-
lines have been laid down for processing applications related to construction permits which will 
help investors to plan their construction effectively. 

3)  Self-certi�cation under the Minimum Wages Act, 1948, the Shops and Establishment Act and 
Payment of Wages Act, 1936 has been introduced by some States.. 

4)  Some States and UTs issue factory licenses with a validity of 5 years or more. Under 
environmental procedures some states have exempted green industries from Pollution Control 
Board clearance prior to business startup. 

A comparative summary view of such interventions by various State governments  is given in the 
following table:



Improving 'Ease of Doing Business' for MSMEs
14

 f. One-stop access for Investors to know more about Investment opportunities and 
information on number of licenses/approvals required from Government agencies.

 g. User-friendly features such as Payments through net banking, credit & debit cards, status 
tracking, SMS alerts and Help-desk support enabled. 

 h. Single face of Government - Composite Application Form and one-time payment designed 
for obtaining approvals from multiple Ministries/Departments viz., Ministry of Corporate 
Affairs, Central Board of Direct Taxes, Ministry of Labour & Employment including 
Employees' State Insurance Corporation & Employees Provident Fund Organization. 

 i. Elimination of multiple visits to different agencies. Investor can apply for 20 Central 
Government services; 14 Andhra Pradesh, 14 Odisha and 2 Delhi state Government services 
have been integrated with eBiz IT platform, as detailed below. 

S. No.  Ministry/ Dept. Service 

1.  Central Board of Direct Taxes (CBDT)  Changes or correction in PAN data 

2.  Ministry of Labour and Employment  Registration under the Contract Labour
 (MoL&E)  Act, 1970 

3.  Ministry of Labour and Employment  Registration under the Building and other 
 (MoL&E)  construction workers Act, 1996 

4.  Ministry of Labour and Employment  Registration under the Inter-State Migrant 
 (MoL&E)  Workmen Act, 1979 

COMPOSITE APPLICATION FORMS INTEGRATED

List of joined-up (L3) services 

S.No.  Service  Department /Ministry 

1.  INC-29 with 7 services viz.,  Ministry of Corporate Affairs, CBDT, EPFO &
 Name Availability (MCA), Director  ESIC 
 Identi�cation Number (MCA), 
 Certi�cate of Incorporation (MCA),
 PAN (CBDT), TAN (CBDT), Employer 
 registration of EPFO and ESIC   

2.  INC-7 with 5 services viz.,  Ministry of Corporate Affairs, CBDT, EPFO &
 Certi�cate of Incorporation (MCA),  ESIC 
 PAN (CBDT), TAN (CBDT), Employer 
 registration of EPFO and ESIC  
3.  5 registration services under  Ministry of Labour & Employment 
 Employer registration under EPFO 
 and ESIC Act, Contract Labour Act, 
 Building and other Construction 
 Workers Act, and Inter-state Migrant 
 Workmen Act 

Improving 'Ease of Doing Business' for MSMEs
15

 7.1.2.Procedure- related Interventions

 a. Requirement of minimum paid up capital and common seal under the Companies Act 2013 
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 b. Time taken for obtaining PAN and TAN on eBiz portal has been brought down to T+1 days. 

 c. Provision for applying for company name and Director Identi�cation Number (DIN) at the 
time of incorporation with single Form-INC29 has been made. 

 d. Provision for online payment of EPFO and ESIC contributions has been introduced. 

 e. Requirement of bank account for registration with EPFO and ESIC has been eliminated. 

 f. Central Registry Rules have been amended to record security interests of all types of 
property. 

 g. Number of documents required for imports and exports have been reduced to three. 

 7.1.3.Legislation

 a. Insolvency and Bankruptcy Code with provision of easy and faster exit, has been passed by 
the Parliament. 

7.2. State Level Initiatives.

The State level initiatives,  con�ned to the level of a few States only, is essentially technology related 
interventions. Some of the thrust areas in this regard are as follows:

1) Online �ling and payment of Value Added Tax and Central Sales Tax have been implemented by 
many State. They have eliminated pre-registration VAT inspections and replace them with post- 
registration advisory visits. 

2) Common Application Form and established dedicated single windows, backed by legislation or 
state noti�cations to establish and empower them, is another area of intervention. Clear time-
lines have been laid down for processing applications related to construction permits which will 
help investors to plan their construction effectively. 

3)  Self-certi�cation under the Minimum Wages Act, 1948, the Shops and Establishment Act and 
Payment of Wages Act, 1936 has been introduced by some States.. 

4)  Some States and UTs issue factory licenses with a validity of 5 years or more. Under 
environmental procedures some states have exempted green industries from Pollution Control 
Board clearance prior to business startup. 

A comparative summary view of such interventions by various State governments  is given in the 
following table:
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S.No  Department  Service 

1.  AP-Ground Water Department  Permission to draw Ground Water 

2.  AP-Department of Factories  Approvals of plans from Factories Department 

3.  AP-Department of Factories  Factories License 

4.  AP-Department of Factories  Annual Filing under Factories Act 

5.  AP-Fire Department  NOC from Fire Services Department 

6.  AP-Department of Industries  Industrial Incentives (Power) 

7.  AP-Department of Industries  Industrial Incentives (VAT) 

8.  AP-Department of Industries  Allotment of Scarce raw materials 

9.  AP-Department of Industries  MSME Registration 

10.  AP-Department of Industries  NOC Acknowledgement from GM, DIC for MSME 

11.  AP-Department of Drug Controller  License for manufacturing Bulk Drugs and 
  Formulations 

12.  AP-Department of Town & Country  Permission from TCP for Site and Building 
 Planning  

13.  AP-Commercial Taxes Department  VAT Registration 

14.  AP-Commercial Taxes Department  Central Sales Tax (CST) Registration 

STATE GOVERNMENT SERVICES INTEGRATED ON e-BIZ PLATFORM

Andhra Pradesh (14 Services) 

S.No  Department  Service 

1. Industries Department, Odisha Project Evaluation cum Allotment of Land

2.  Directorate of Factories & Boilers,  Registration under Boilers Act
 Odisha 

3.  Labour Directorate, Odisha Registration under Shops and Establishment Act

4.  Labour Directorate, Odisha Registration of Establishment Employing
  Contract Labour

5.  Water Resources Department,  Permission to draw Water for Industries-Ground
 Odisha Water & Surface Water

6.  Directorate of Factories & Boilers,  Approvals of Plan under Factories Act,1948
 Odisha 

7.  Department of Energy, Odisha New Power Connection

8.  Housing and Urban Development  Permission for Site and Building
 Department,  Odisha 

Odisha (14 Services) 
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S.No  Department  Service 

 9.  Directorate of Factories & Boilers,  Factories License under Factories Act,1948
 Odisha 

10.  Housing and Urban Development  Completion cum Occupancy Certi�cate
 Department, Odisha 

11.  Commercial Taxes Organization,  VAT Registration
 Odisha 

12.  Commercial Taxes Organization,  CST Registration
 Odisha 

13.  Odisha State Pollution Control  Consent to Establish
 Board 

14.  Odisha State Pollution Control  Consent to Operate
 Board

Delhi (2 Services) 

S.No  Department  Service 

 1.  Factories Department  Factory Filling 

2.  BYPL (BSES Yamuna Power Limited)  New Power Connection 

Source: Compiled by FICCI-CMSME

7.3.City Level Initiatives

Besides the  steps taken at the national and State levels, the special steps taken in the context of 
mega cities deserve special mention. Central Government is working  with State Governments of 
Maharashtra and Delhi, to bring India within top 50 ranks. The achievements and initiatives  broadly  
relate to  the two cities of Mumbai and Delhi.

 7.3.1.Legislation related

 Uni�ed building Bye-laws have been noti�ed (Delhi). 

 7.3.2.Procedure Related

 Requirement of inspection has been removed to make registration of Shops and Establishments 
real-time(Mumbai). 

  Commercial divisions and appellate divisions have been established in Bombay High    l

Court
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  Contract Labour

5.  Water Resources Department,  Permission to draw Water for Industries-Ground
 Odisha Water & Surface Water

6.  Directorate of Factories & Boilers,  Approvals of Plan under Factories Act,1948
 Odisha 

7.  Department of Energy, Odisha New Power Connection

8.  Housing and Urban Development  Permission for Site and Building
 Department,  Odisha 

Odisha (14 Services) 
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S.No  Department  Service 

 9.  Directorate of Factories & Boilers,  Factories License under Factories Act,1948
 Odisha 

10.  Housing and Urban Development  Completion cum Occupancy Certi�cate
 Department, Odisha 

11.  Commercial Taxes Organization,  VAT Registration
 Odisha 

12.  Commercial Taxes Organization,  CST Registration
 Odisha 

13.  Odisha State Pollution Control  Consent to Establish
 Board 

14.  Odisha State Pollution Control  Consent to Operate
 Board

Delhi (2 Services) 

S.No  Department  Service 

 1.  Factories Department  Factory Filling 

2.  BYPL (BSES Yamuna Power Limited)  New Power Connection 

Source: Compiled by FICCI-CMSME

7.3.City Level Initiatives

Besides the  steps taken at the national and State levels, the special steps taken in the context of 
mega cities deserve special mention. Central Government is working  with State Governments of 
Maharashtra and Delhi, to bring India within top 50 ranks. The achievements and initiatives  broadly  
relate to  the two cities of Mumbai and Delhi.

 7.3.1.Legislation related

 Uni�ed building Bye-laws have been noti�ed (Delhi). 

 7.3.2.Procedure Related

 Requirement of inspection has been removed to make registration of Shops and Establishments 
real-time(Mumbai). 

  Commercial divisions and appellate divisions have been established in Bombay High    l

Court
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  Online registration of Value Added Tax (VAT) with real-time Tax Identi�cation Number (TIN) l

allotment has been introduced(Delhi). 

  Commercial divisions and appellate divisions in Delhi High Court have been established. l

 7.3.3.Technology  Related

 1. Municipal Corporations in Delhi have introduced fast track approval system for building 
permits with features such as: 

 2. Common application form 

 3. Use of digital signature for �ling application and issue of permits 

 4. Online transfer of application and receipt of NOC 

 5. Online system has been integrated with Airport Authority of India (AAI), Delhi Urban Arts 
Commission (DUAC), Delhi Metro Rail Corporation (DMRC) & National Monument Authority 
(NMA). 

 6. Delhi VAT Sewa App has been developed whereby permanent business registration is done 
without need for �eld veri�cation by VAT inspector. This step has eliminated instances of 
corruption and irregularities during �eld veri�cation. 

 7. VAT and Profession tax registration has been integrated into a single process(Mumbai). 

 8. Municipal Corporation of Greater Mumbai has introduced fast track approval system for 
building permits with features such as: 

 9. Common application form 

 10. Online transfer of application and receipt of NOC 

 11. Online system has been integrated with AAI & NMA. 

 12. In Delhi, all sub-registrar offices have been digitized and sub-registrar's records have been 
integrated with the Land Records Department. 

 13. In Maharashtra, all property tax records have been digitized. 
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  Online registration of Value Added Tax (VAT) with real-time Tax Identi�cation Number (TIN) l

allotment has been introduced(Delhi). 

  Commercial divisions and appellate divisions in Delhi High Court have been established. l

 7.3.3.Technology  Related

 1. Municipal Corporations in Delhi have introduced fast track approval system for building 
permits with features such as: 

 2. Common application form 

 3. Use of digital signature for �ling application and issue of permits 

 4. Online transfer of application and receipt of NOC 

 5. Online system has been integrated with Airport Authority of India (AAI), Delhi Urban Arts 
Commission (DUAC), Delhi Metro Rail Corporation (DMRC) & National Monument Authority 
(NMA). 

 6. Delhi VAT Sewa App has been developed whereby permanent business registration is done 
without need for �eld veri�cation by VAT inspector. This step has eliminated instances of 
corruption and irregularities during �eld veri�cation. 

 7. VAT and Profession tax registration has been integrated into a single process(Mumbai). 

 8. Municipal Corporation of Greater Mumbai has introduced fast track approval system for 
building permits with features such as: 

 9. Common application form 

 10. Online transfer of application and receipt of NOC 

 11. Online system has been integrated with AAI & NMA. 

 12. In Delhi, all sub-registrar offices have been digitized and sub-registrar's records have been 
integrated with the Land Records Department. 

 13. In Maharashtra, all property tax records have been digitized. 

Improving 'Ease of Doing Business' for MSMEs
19

OVERALL 

TRANSPARENCY

AND

ACCOUNTABILITY

WOMENAND

CHILDREN

DELIVERYOF

JUSTICE

SUPPORTTO

HUMAN

DEVELOPMENT

CRIME,LAW & 

ORDER

SOCIAL PROTECTION

INDEX

RANK

ENVIRONMENT

ECONOMIC

FREEDOM

ESSENTIAL

INFRASTRUCTURE

FISCAL

MANAGEMENT

SO
C

IA
L

 

PA
R

A
M

ET
ER

S

 
  

EC
O

N
O

M
IC

 

D
EV

EL
O

P
M

EN
T

 

PA
R

A
M

ET
ER

S

K
ER

A
LA

K
ER

A
LA

 

M
an

ip
u

r
M

e
gh

al
ay

a
Si

kk
im 

M
an

ip
u

r 

M
iz

o
ra

m
2

9

 

1
 

A
ru

n
ac

h
al

 

G
u

ja
ra

t

 

D
e

lh
i

D
e

lh
i

Ta
m

iln
ad

u
K

ar
n

at
ak

a
M

iz
o

ra
m

Tr
ip

u
ra

M
an

ip
u

r
Ta

m
iln

ad
u

Si
kk

im
2

8
2

 
Ta

m
iln

ad
u

M
ah

ar
as

ht
ra

P
u

n
ja

b
M

e
gh

al
ay

a

K
ar

n
at

ak
a

C
h

a�
sg

h
ad

K
ER

A
LA

A
ru

n
ac

h
al

M
iz

o
ra

m
N

ag
al

an
d

K
ar

n
at

ak
a

2
7

3
 

M
iz

o
ra

m
A

n
d

h
ra

G
o

a 
M

an
ip

u
r

M
iz

o
ra

m
H

im
ac

h
al

Si
kk

im
K

ER
A

LA
H

im
ac

h
al

M
iz

o
ra

m
W

.
B

e
n

ga
l

2
6

4
 

K
ar

n
at

ak
a

Ta
m

iln
ad

u
H

ar
ya

n
a

A
ru

n
ac

h
al

H
im

ac
h

al
P

u
n

ja
b

N
ag

al
an

d
D

e
lh

i
K

ER
A

LA
G

u
ja

ra
t

J 
&

 K
 

2
5

5
 

N
ag

al
an

d
R

aj
as

th
an

H
im

ac
h

al
Si

kk
im

M
ah

ar
as

h
tr

a
A

ss
am

A
ru

n
ac

h
al

Ta
m

iln
ad

u
G

o
a 

K
ER

A
LA

K
ER

A
LA

2
4

6
 

W
. B

e
n

ga
l

M
ad

hy
ap

ra
de

sh
G

u
ja

ra
t

G
o

a 

G
u

ja
ra

t
D

e
lh

i
H

im
ac

h
al

J 
&

 K
 

P
u

n
ja

b
J 

&
 K

 
M

ad
hy

ap
ra

de
sh

2
3

7
 

Si
kk

im
U

�
ar

pr
ad

es
h

A
n

d
h

ra
U

�
ar

p
ra

d
e

P
u

n
ja

b
H

ar
iy

an
a

Ta
m

iln
ad

u
 

U
�

ar
ak

h
an

d
N

ag
al

an
d

 
H

im
ac

h
al

A
ru

n
ac

h
al

2
2

8
 

G
u

ja
ra

t
P

u
n

ja
b

Ta
m

iln
ad

u
A

ss
am

D
e

lh
i

M
ah

ar
as

h
tr

a
Tr

ip
u

ra
M

iz
o

ra
m

U
�

ar
ak

h
an

d
P

u
n

ja
b 

H
im

ac
h

al
2

1
 

9
 

H
im

ac
h

al
 

K
ar

n
at

ak
a

U
�

ar
ak

ha
nd

Jh
ar

kh
an

d

Si
kk

im
U

�
ar

p
ra

d
e

sh
A

ss
am

Ch
a�

sg
h

ar
h

K
ar

n
at

ak
a

Si
kk

im
R

aj
as

th
an

 
2

0
1

0
M

ah
ar

as
h

tr
a

H
ar

ya
n

a
M

ah
ar

as
ht

ra
B

ih
ar

G
o

a 
Jh

ar
kh

an
d

A
n

d
h

ra
N

ag
al

an
d

M
e

gh
al

an
d

W
.B

e
n

ga
l 

Ta
m

iln
ad

u
1

9
1

1
K

ER
A

LA
C

h
a�

sg
ar

h
Si

kk
im

J 
&

 k
 

W
.

B
e

n
ga

l
W

.B
e

n
ga

l
O

d
is

h
a

G
o

a 
Tr

ip
u

ra
A

ru
n

ac
h

al
U

�
ar

p
ra

d
e

1
8

1
2

O
d

is
h

a
W

.
B

e
n

ga
l

U
�

ar
pr

ad
es

h
O

d
is

h
a

M
an

ip
u

r
M

ad
h

ya
p

ra
d

K
ar

n
at

ak
a

H
ar

ya
n

a
Ta

m
iln

ad
u

U
�

ar
ak

h
an

d
N

ag
al

an
d

1
7

1
3

An
dh

ra
pr

ad
es

h
O

d
is

h
a

K
ar

n
at

ak
a

C
h

a�
sg

ar
h

A
n

d
h

ra
G

o
a 

M
ah

ar
as

ht
ra

H
im

ac
h

al
A

n
d

h
ra

 
M

ah
ar

as
ht

ra
U

�
ar

kh
an

d

 
1

6

 
1

4

 
A

ss
am

 
Jh

ar
kh

an
d

R
aj

as
th

an
 

P
u

n
ja

b

&
 K

 
B

ih
ar

M
e

gh
al

ay
a

M
ad

hy
ap

ra
de

sh
H

ar
ya

n
a

G
o

a 
M

e
gh

al
ay

a
1

5
1

5
P

u
n

ja
b

K
ER

A
LA

K
ER

A
LA

M
ad

hy
ap

ra
de

sh

A
ru

n
ac

h
al

M
iz

o
ra

m
W

.
B

e
n

ga
l

W
.

 

B
e

n
ga

l
D

e
lh

i

 

A
n

d
h

ra

 

M
an

ip
u

r
1

4

 

1
6

 

J 
&

 K
 

G
o

a 
J 

&
 K

 
Tr

ip
u

ra

M
e

gh
al

ay
a

R
aj

as
th

an
U

�
ar

ak
ha

nd
M

an
ip

u
r

J 
&

 K
 

K
ar

n
at

ak
a

A
ss

am
1

3
1

7
Tr

ip
u

ra
H

im
ac

h
al

A
ru

n
ac

h
al

R
aj

as
th

an

H
ar

ya
n

a
G

u
ja

ra
t

P
u

n
ja

b
M

ah
ar

as
ht

ra
 M

ah
ar

as
ht

ra
M

e
gh

al
ay

a
M

ah
ar

as
ht

ra
1

2
1

8
M

e
gh

al
ay

a
D

e
lh

i
W

. B
e

n
ga

l
K

ar
n

at
ak

a

U
�

ar
ak

h
an

d
A

nd
hr

ap
ra

de
sh

H
ar

ya
n

a
O

d
is

h
a

A
ru

n
ac

h
al

C
h

a�
sg

ar
h

D
e

lh
i

1
1

1
9

M
an

ip
u

r
U

�
ar

ak
ha

nd
M

iz
o

ra
m

Ta
m

iln
ad

u

R
aj

as
th

an
O

d
is

h
a

J 
&

 K
 

A
n

d
h

ra
O

d
is

h
a

 

Tr
ip

u
ra

C
h

a�
sg

ar
h

 

1
0

2
0

 

R
aj

as
th

an

 

J 
&

 K
 

C
h

a�
sg

ar
h

W
. B

e
n

ga
l

C
h

a�
sg

ar
h

M
e

gh
al

ay
a

G
o

a 
Si

kk
im

R
aj

as
th

an
 

B
ih

ar  

O
d

is
h

a
9

 
2

1

 

M
ad

hy
ap

ra
de

sh
A

ss
am

B
ih

ar
K

ER
A

LA

U
�

ar
p

ra
d

e
sh

U
�

ar
ak

h
an

d
C

h
a�

sg
ar

h
U

�
ar

p
ad

es
h

G
u

ja
ra

t
R

aj
as

th
an

 
G

o
a 

8
 

2
2

H
ar

ya
n

a
B

ih
ar

M
ad

h
ya

p
ra

U
�

ar
ak

ha
nd

N
ag

al
an

d
Tr

ip
u

ra
D

e
lh

i
G

u
ja

ra
t

W
.

B
e

n
ga

l
O

d
is

h
a

Tr
ip

u
ra

7
 

2
3

U
�

ar
pr

ad
es

h
A

ru
n

ac
h

al
M

e
gh

al
ay

a
G

u
ja

ra
t

Tr
ip

u
ra

J 
&

 K
 

M
ad

hy
ap

ra
de

sh
R

aj
as

th
an

 
A

ss
am  

A
ss

am
G

u
ja

ra
t

6
 

2
4

 

B
ih

ar
N

ag
al

an
d

Jh
ar

kh
an

d
N

ag
al

an
d

M
ad

hy
ap

ra
de

sh
 M

an
ip

u
r

G
u

ja
ra

t
K

ar
n

at
ak

a
C

h
a�

sg
ar

h
M

ad
hy

ap
ra

de
sh

P
u

n
ja

b
5

 
2

5
G

o
a 

M
iz

o
ra

m
Tr

ip
u

ra
H

ar
ya

n
a

A
ss

am
Ta

m
iln

ad
u

U
�

ar
pr

ad
es

h
P

u
n

ja
b

Jh
ar

kh
an

d
Jh

ar
kh

an
d

An
dh

ra
pr

ad
es

h
4

 
2

6
C

h
a�

sg
ar

h
Tr

ip
u

ra
M

an
ip

u
r

M
ah

ar
as

ht
ra

O
d

is
h

a
Si

kk
im

R
aj

as
th

an
A

ss
am

U
�

ar
pr

ad
es

h
U

�
ar

pr
ad

ea
h

Jh
ar

kh
an

d
3

 
2

7
Jh

ar
kh

an
d

Si
kk

im
N

ag
al

an
d

M
iz

o
ra

m

Jh
ar

kh
an

d
N

ag
al

an
d

B
ih

ar
B

ih
ar

M
ad

hy
ap

ra
de

sh
D

e
lh

i
H

ar
ya

n
a

2
 

2
8

D
e

lh
i

M
an

ip
u

r
A

ss
am

A
n

d
h

ra

B
ih

ar
A

ru
n

ac
h

al
Jh

ar
kh

an
d

Jh
ar

kh
an

d
B

ih
ar

H
ar

ya
n

a
B

ih
ar

1
 

2
9

U
�

ar
ak

h
an

d
M

e
gh

al
ay

a
O

d
is

h
a

H
im

ac
h

al

PA
I

IN
D

EX
2

0
1

6

 

 



Improving 'Ease of Doing Business' for MSMEs
20

THE CONSTRUCTION OF PAI: METHODOLOGY

TRANSPARENCY AND ACCOUNTABILITY

Transparency : Adherence to Number of services provided under e-
Governance Plan

Accountability  : Lok Ayukt Constituted / Bill passed; Individual website; Chair 
persons appointed; percentage of ACB cases disposed; 
Panchayat 
 Devolution Index Score

WOMEN AND CHILDREN

Child  :  Crime against children; percentage of  child labour; 
percentage of bene�ciaries under ICDS; child sex ratio; 
percentage of malnourished children 

Women :   women working population ratio; Utilization of Janani 
Suraksha Yojana Funds; Female litercy rate; Institutional 
delivery

DELIVERY OF JUSTICE

Pendency of cases in High Court and District Courts; vacancy of presiding officers in the High 
court and District Courts

SUPPORT TO HUMAN DEVELOPMENT

Education : Education Development Index; ASER Learning levels; no. of 
higher education colleges per one lakh population; 
Educational expenditure as percentage of GDP

Health   :  IMR; Average population served per hospital bed; full 
immunization; Health expenditure as percentage of GDP

CRIME, LAW & ORDER

Violent Crimes  :  Rapes, murders, dowry deaths per ten lakh population

Atrocities  :  Custodial deaths per ten lakh population; police �rings

Policing  : No. of police personnel per ten lakh population.

SOCIAL PROTECTION

Public Distribution System  : Allocation and offtake of grains under PDS
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Social Justice and Empowerment : Percentage of pension bene�ciaries of the total population 
above 60; percentage of households with no land; 
Incidence of crimes against SC/ST

Minority Welfare : Number of minority children give pre metric scholarships; 
unemployment rate; percentage of manual labour

Employment : unemployment rate; percentage of manual labour

ENVIRONMENT

Pollution and environmental  : Suspended particulate matter; SO2 emission; NO2emission;  
violation  no. of violations

Increase or decrease in forest cover; renewable energy as percentage of energy generated

ECONOMIC FREEDOM

No. of Industrial entrepreneurs memorandum �led; 

Ease of doing business; 

No. of registered MSMEs

ESSENTIAL INFRASTRUCTURE

POWER  : T & D Losses; percapita consumption; percentage  of houses 
electri�ed; 

WATER : %age of houses with safe drinking water; Irrigated vs 
agricultural area; Existence of Water Regulatory Commission 
and Ground Water Act; ROADS AND COMMUNICATIONS: 
Percentage age of surfaced roads; Road density ; Percentage 
of households with cellphones

FISCAL MANAGEMENT

FRBM Indicators: Revenue Surplus / de�cit; �scal surplus / de�cit; debt burden - as percentages of 
GDP

Revenue Generation and Develop Expenditure : Per capita Development expenditure; State's own 
tax revenue growth

8.0. Policy and Practice

The doing Business Report ranks a country on 10 parameters. Reforms that have already been taken 
place in India, fall  under each of these parameters  is  as follows: 
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Starting a Business:  Registration with ESIC and EPFO has been made real-time by eliminating all 
physical touch-points. The requirement of opening a bank account has been removed as a 
mandatory condition for registration with ESIC and EPFO. The system of issuing PAN and TAN has 
been put in place together within T+1 days on an application using digital signatures on the ebiz 
platform. PAN and TAN numbers can be issued on CBDT's portal within T+3 days without digital 
signature. Maharashtra state has combined the process of registration with VAT and profession tax. 
The registration will now be granted in 24 hours and the same has been adopted by Delhi VAT. Form 
INC 29 has been launched by Ministry of Corporate Affairs to avail 3 pre-registration services viz. 
'Name Availability', 'Director Identi�cation Number' and 'incorporation of company' with one form 
and one payment. 

Construction Permits: Municipal Corporation of Greater Mumbai (MCGM) has completed the 
process of single window approval by integrating with internal departments as well as, AAI and NMA 
through a common application form. NOCs from Maharashtra Industrial Development Corporation 
(MIDC), Director of Industries, Collector and Maharashtra Housing and Area Development Authority 
(MHADA) have been eliminated. It has also introduced digital signing of building permit application, 
as well as sanctioned maps, thereby eliminating need of physical submission of documents. The 
manual application for grant of construction permits has been discontinued. Municipal 
Corporations of Delhi has completed the process of single window approval by integrating with 
internal departments as well as DMRC, Delhi Fire Services, DUAC, AAI and NMA through a common 
application form. NOC from Labour Department of Delhi Government is not required if no 
manufacturing activity is undertaken in the building. It has also introduced digital signing of 
building permit application, as well as sanctioned maps, thereby eliminating the need of physical 
submission of documents. Manual submission of application for grant of construction permits has 
been done away with. Ministry of Urban Development and Delhi Development Authority (DDA) 
have noti�ed the Uni�ed Bye-laws. Color coded maps have been developed by AAI, NMA, DUAC and 
DMRC to enable applicants to determine whether NOC is required for the land for which permission 
is applied for. 

Getting Electricity: Maharashtra and Delhi have implemented the lump-sum charges for electric 
connection thereby removing the need of an estimate and an inspection for the same. They have 
also made online application for connections above 100KVA mandatory. Delhi Electricity Regulatory 
Commission has revised the application format of Delhi Electric Supply Code and Performance 
Standards Regulations, 2007 for faster release of electricity connection. The distribution licensees 
have been directed to process applications in the revised format along with the declaration form. 

Following are the two documents required for getting electricity connection. 

1.  Identity proof 

2.  Proof of ownership/occupancy of premises 

Trading Across Borders:  Central Board of Excise and Customs(CBEC) has implemented Single 
Window Interface for Facilitating Trade (SWIFT) (online single window for clearance of goods) on the 
ICEGATE portal by integrating FSSAI, Animal Quarantine, Plant Quarantine, Drug Controller and 
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Wildlife Control Bureau for imports. Customer risk management system has been extended to other 
regulatory agencies to ensure risk- based inspections. Limit on the number of consignments 
released under direct delivery has been removed by Ministry of Shipping thereby facilitating prompt 
delivery of goods. Terminal handling receipts have been eliminated from Jawaharlal Nehru Port 
Container Terminal which cuts down the time taken for the containers at the port. Filing of import 
and export declarations and manifests has been made online with digital signature. An electronic 
messaging system between Shipping lines and custodians for electronic delivery order has been 
introduced. Customs Clearance Facilitation Committee has been set up at every major customs 
seaport and airport at Central level. The system of physical control and locking of public and private 
warehouses by Customs is dispensed and it is replaced with record based controls. 24X7 customs 
clearance facilities and documents required for export and import has been reduced to three. 

Enforcing Contracts: The Arbitration and Conciliation Act has been amended to reduce the time 
taken in arbitration proceedings and grounds on which an award may be challenged. Commercial 
Appellate Division Bench and Commercial Division Benches are functioning in Bombay High Court 
and Delhi High Court. 

9.0. Lessons and the Way Forward

The traditional concepts of industrialization has undergone a sea change under the globalization 
era. Where the global value chains dictate the rules of the game, 'ease of doing business' cannot 
remain  as a stand-alone criterion. It is not simply attracting new investments, but the way business 
performs is also equally important. It is the 'triple bottom line' that is signi�cantly decisive in 
in�uencing the global value chains, not simply the cost of production. The question is not simply 
whether investment has taken place, how it has taken place also is equally important. That gives 
signals to the investor community, within the country and outside. This is the whole logic and 
rationale of 'responsible business'. The 'ease of doing business' variables do not adequately consider 
these variables. Beyond this, every democratic country has some objectives of social policy, which 
need to be built into the agenda of investment promotion. 

What is the way out after all? The modern economy is knowledge- driven. Therefore, the creation of 
knowledge- driven economic governance alone, can ensure a balance of social and economic goals 
of investment. The discussion in the earlier pages of this paper show that, the major  'EDB' factors in 
India  relate to technology solutions. Twenty-�ve years after the kick starting of the process of active 
liberalization in the country, these achievements are rather lack-lustre, and they in fact, 
demonstrates the weaknesses of public governance and economic governance in the country. 
Technology, by itself, cannot lead to an improvement in investment environment, unless the 
bene�ts of technology are closely integrated and built into the mainstream of economic 
governance. Effective economic governance demands a real command over the economy, armed 
with the strong background of knowledge resources. In the context of MSME promotion, this is too 
critical, simply for the reason that it is a too invisible sector. In India's manufacturing agenda, and 
especially for the successful conduct of �agship programs such as 'Make in India', this second-line 
role of the MSME sector cannot be ignored. Going by such a criteria, India's un�nished agenda of 
'ease of doing business' has to explore more innovative measures and strategies.
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