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INTRODUCTION

Doing Business sheds light on how easy or difficult it is
for a local entrepreneur to open and run a small to
medium-size business when complying with relevant
regulations. It measures and tracks changes in
regulations affecting 11 areas in the life cycle of a
business: starting a business, dealing with construction
permits, getting electricity, registering property, getting
credit, protecting minority investors, paying taxes,
trading across borders, enforcing contracts, resolving
insolvency and labor market regulation. Doing Business
2017 presents the data for the labor market regulation
indicators in an annex. The report does not present
rankings of economies on labor market regulation
indicators or include the topic in the aggregate distance
to frontier score or ranking on the ease of doing
business.

In a series of annual reports Doing Business presents
guantitative indicators on business regulations and the
protection of property rights that can be compared
across 190 economies, from Afghanistan to Zimbabwe,
over time. The data set covers 48 economies in Sub-
Saharan Africa, 32 in Latin America and the Caribbean, 25
in East Asia and the Pacific, 25 in Eastern Europe and
Central Asia, 20 in the Middle East and North Africa and
8 in South Asia, as well as 32 OECD high-income
economies. The indicators are used to analyze economic
outcomes and identify what reforms have worked, where
and why.

This economy profile presents the Doing Business
indicators for India. To allow useful comparison, it also

provides data for other selected economies (comparator
economies) for each indicator. The data in this report are
current as of June 1, 2016 (except for the paying taxes
indicators, which cover the period January-December
2015).

The Doing Business methodology has limitations. Other
areas important to business—such as an economy’s
proximity to large markets, the quality of its
infrastructure services (other than those related to
trading across borders and getting electricity), the
security of property from theft and looting, the
transparency of government procurement,
macroeconomic conditions or the underlying strength of
institutions—are not directly studied by Doing Business.
The indicators refer to a specific type of business,
generally a local limited liability company operating in
the largest business city. Because standard assumptions
are used in the data collection, comparisons and
benchmarks are valid across economies. The data not
only highlight the extent of obstacles to doing business;
they also help identify the source of those obstacles,
supporting policy makers in designing regulatory reform.

More information is available in the full report. Doing
Business 2017 presents the indicators, analyzes their
relationship with economic outcomes and presents
business regulatory reforms. The data, along with
information on ordering Doing Business 2017, are
available on the Doing Business website at
http://www.doingbusiness.org.
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CHANGES IN DOING BUSINESS 2017

As part of a three-year update in methodology, Doing
Business 2017 expands further by adding postfiling
processes to the paying taxes indicator, including a
gender component in three of the indicators and
developing a new pilot indicator on selling to the
government. Also, for the first time this year Doing
Business collects data on Somalia, bringing the total
number of economies covered to 190.

The paying taxes indicator is expanded this year to
include postfiling processes — those processes that occur
after a firm complies with its regular tax obligations.
These include tax refunds, tax audits and tax appeals. In
particular, Doing Business measures the time it takes to
get a value added tax (VAT) refund, deal with a simple
mistake on a corporate tax return that can potentially
trigger an audit and good practices with administrative
appeals process.

This year's Doing Business report presents a gender
dimension in four of the indicator sets: starting a
business, registering property, enforcing contracts and
labor market regulation. Three of these areas are
included in the distance to frontier score and in the ease
of doing business ranking, while the fourth—labor
market regulation—is not.

Doing Business has traditionally assumed that the
entrepreneurs or workers discussed in the case studies
were men. This was incomplete by not reflecting
correctly the Doing Business processes as applied to
women—which in some economies may be different
from the processes applied to men. Starting this year,
Doing Business measures the starting a business process
for two case scenarios: one where all entrepreneurs are
men and one where all entrepreneurs are women. In
economies where the processes are more onerous if the
entrepreneur is a woman, Doing Business now counts the
extra procedures applied to roughly half of the
population that is female (for example, obtaining a
husband’s consent or gender-specific requirements for
opening a personal bank account when starting a
business). Within the registering property indicators, a
gender component has been added to the quality of
land administration index. This component measures
women'’s ability to use, own, and transfer property
according to the law. Finally, within the enforcing
contracts indicator set, economies will be scored on

having equal evidentiary weight of women'’s testimony in
court.

Also for the first time this year Doing Business collects
data on Somalia, bringing the total number of
economies covered to 190.

For more details on the changes, see the “"Old and new
factors covered in Doing Business” section in the
Overview chapter starting on page 1 of the Doing
Business 2017 report. For more details on the data and
methodology, please see the “Data Notes” chapter
starting on page 114 of the Doing Business 2017 report.
For more details on the distance to frontier metric,
please see the "Distance to frontier and ease of doing
business ranking” chapter in this profile.
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THE BUSINESS ENVIRONMENT

For policy makers trying to improve their economy'’s
regulatory environment for business, a good place to start
is to find out how it compares with the regulatory
environment in other economies. Doing Business provides
an aggregate ranking on the ease of doing business
based on indicator sets that measure and benchmark
regulations applying to domestic small to medium-size
businesses through their life cycle. Economies are ranked
from 1 to 190 by the ease of doing business ranking.
Doing Business presents results for 2 aggregate measures:
the distance to frontier score and the ease of doing
business ranking. The ranking of economies is determined
by sorting the aggregate distance to frontier scores,
rounded to two decimals. An economy's distance to
frontier score is indicated on a scale from 0 to 100, where
0 represents the worst performance and 100 the frontier.
(See the chapter on the distance to frontier and ease of
doing business).

The ease of doing business ranking compares economies
with one another; the distance to frontier score
benchmarks economies with respect to regulatory best
practice, showing the absolute distance to the best
performance on each Doing Business indicator. When
compared across years, the distance to frontier score
shows how much the regulatory environment for local
entrepreneurs in an economy has changed over time in
absolute terms, while the ease of doing business ranking
can show only how much the regulatory environment has
changed relative to that in other economies.

The 10 topics included in the ranking in Doing Business
2017: starting a business, dealing with construction
permits, getting electricity, registering property, getting
credit, protecting minority investors, paying taxes, trading
across borders, enforcing contracts and resolving
insolvency. The labor market regulation indicators are not
included in this year’'s aggregate ease of doing business
ranking, but the data are presented in the economy
profile.

ECONOMY OVERVIEW

Region: South Asia

Income category: Lower middle income
Population: 1,311,050,527

GNI per capita (US$): 1,590

DB2017 rank: 130

DB2016 rank: 131*

Change in rank: 1

DB 2017 DTF: 55.27

DB 2016 DTF: 53.93

Change in DTF: 1.34

* DB2016 ranking shown is not last year's published
ranking but a comparable ranking for DB2016 that
captures the effects of such factors as data revisions
and the changes in methodology. See the data notes
starting on page 114 of the Doing Business 2017
report for sources and definitions.
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THE BUSINESS ENVIRONMENT

Figure 1.1 Where economies stand in the global ranking on the ease of doing business
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shown on this map do not imply, on the part of The World Bank
Group, any judgment on the legal status of any territory, or any
endorsement or acceptance of such boundaries.

Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

For policy makers, knowing where their economy
stands in the aggregate ranking on the ease of doing
business is useful. Also useful is to know how it ranks
relative to comparator economies and relative to the

regional average (figure 1.2). The economy’s rankings
(figure 1.3) and distance to frontier scores (figure 1.4)
on the topics included in the ease of doing business
ranking provide another perspective.

Figure 1.2 How India and comparator economies rank on the ease of doing business

Russian Federation (Rank 40)

Mexico (Rank 47)

China (Rank 78)

India (Rank 130}

Regional Average (South Asia)

Bangladesh (Rank 17&)

55.27

52.87

100

Distance to frontier score

Note: The rankings are benchmarked to June 2016 and based on the average of each economy’s distance to frontier (DTF) scores
for the 10 topics included in this year's aggregate ranking. The distance to frontier score benchmarks economies with respect to

regulatory practice, showing the absolute distance to the best performance in each Doing Business indicator. An economy’s

distance to frontier score is indicated on a scale from 0 to 100, where 0 represents the worst performance and 100 the frontier.

For the economies for which the data cover 2 cities, scores are a population-weighted average for the 2 cities.

Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

Figure 1.3 Rankings on Doing Business topics - India
(Scale: Rank 190 center, Rank 1 outer edge)

Resolving Insolvency (136)

Enforcing Contracts (172)

Trading across Borders (143)

Paying Taxes (172)

Starting a Business (155)

Dealing with Construction Permits (185)

Getting Electricity (26)

Registering Property (138)

Getting Credit (44)

Protecting Minority Investors (13)

(Scale: Score 0 center, Score 100 outer edge)

Figure 1.4 Distance to frontier scores on Doing Business topics - India

Resolving Insolvency (32.75)

Enforcing Contracts (35.19)

Trading across Borders (57.61)

Paying Taxes (46.58)

Starting a Business (74.31)

Dealing with Construction Permits (32.83)

Getting Electricity (85.09)

Registering Property (50.00)

Getting Credit (65.00)

Protecting Minority Investors (73.33)

Source: Doing Business database.

Note: The rankings are benchmarked to June 2016 and based on the average of each economy’s distance to frontier (DTF) scores
for the 10 topics included in this year's aggregate ranking. The distance to frontier score benchmarks economies with respect to

regulatory practice, showing the absolute distance to the best performance in each Doing Business indicator. An economy’s

distance to frontier score is indicated on a scale from 0 to 100, where 0 represents the worst performance and 100 the frontier.

For the economies for which the data cover 2 cities, scores are a population-weighted average for the 2 cities.
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THE BUSINESS ENVIRONMENT

Just as the overall ranking on the ease of doing business
tells only part of the story, so do changes in that ranking.
Yearly movements in rankings can provide some indication
of changes in an economy's regulatory environment for
firms, but they are always relative.

Moreover, year-to-year changes in the overall rankings do
not reflect how the business regulatory environment in an
economy has changed over time—or how it has changed
in different areas. To aid in assessing such changes,

10

Doing Business introduced the distance to frontier score.
This measure shows how far on average an economy is
from the best performance achieved by any economy on
each Doing Business indicator.

Comparing the measure for an economy at 2 points in time
allows users to assess how much the economy’s regulatory
environment as measured by Doing Business has changed
over time—how far it has moved toward (or away from)
the most efficient practices and strongest regulations in
areas covered by Doing Business (figure 1.5).

Figure 1.5 How far has India come in the areas measured by Doing Business?

2000 @ 2016

Distance to frontler score
|

+ 2013

A 2014

Note: The distance to frontier score shows how far on average an economy is from the best performance achieved by any economy on
each Doing Business indicator. Starting a business is comparable to 2010. Getting credit, protecting minority investors, paying taxes and
resolving insolvency had methodology changes in 2014 and thus are only comparable to 2013. Dealing with construction permits,
registering property, trading across borders, enforcing contracts and getting electricity had methodology changes in 2015 and thus are
only comparable to 2014. The measure is normalized to range between 0 and 100, with 100 representing the best performance (the
frontier). See the data notes starting on page 114 of the Doing Business 2017 report for more details on the distance to frontier score.

Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

The absolute values of the indicators tell another part of
the story (table 1.1). The indicators, on their own or in
comparison with the indicators of a good practice
economy or those of comparator economies in the
region, may reveal bottlenecks reflected in large numbers
of procedures, long delays or high costs. Or they may
reveal unexpected strengths in an area of business

Table 1.1 Summary of Doing Business indicators for India

>
E
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Indicator ~ © = ~ [a) = ) ] g
= = -] s = s o ] =
- S | o g 8 &8 & $
2) a 8 [2) ® o 9 g~ g~
2 2 E = 2 ¥ @8 % &
£ £ s 8 a S s e a s 8
Starting a Business
155 151 - - 122 127 93 26 1 (New Zealand)
(Rank)
Starting a Busi DTF
Sc"‘: ;;’9 a Business ( 7431 7374 7241 7599 8174 8102 8574 9357  99.96 (New Zealand)
I
Procedure - M
rocedure - vien 12.9 12.9 14.0 12.0 9.0 9.0 7.8 37 1.0 (New Zealand)
(number)
Time - Men (days) 26.0 28.0 26.0 26.0 19.5 28.9 8.4 9.8 0.5 (New Zealand)
Cost - Men (% of
Cost - Men (% o 138 143 16.5 114 138 0.7 17.8 10 0.0 (Slovenia)
income per capita)
Procedure — W.
rocedure = tomen 12.9 12.9 14.0 12,0 9.0 9.0 7.8 37 1.0 (New Zealand)
(number)
Time - Women (days) 26.0 28.0 26.0 26.0 19.5 289 8.4 9.8 0.5 (New Zealand)
Cost - Women (% of .
) ' 138 143 16.5 114 138 0.7 17.8 10 0.0 (Slovenia)
income per capita)
Paid-in min. capital (%
aid-in min. capital (% | ) 0.0 0.0 0.0 0.0 0.0 0.0 00 | 0.0 (127 Economies)
of income per capita)
Dealing with 185 184 - - 138 177 83 115 1 (New Zealand)

Construction Permits
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regulation—such as a regulatory process that can be
completed with a small number of procedures in a few
days and at a low cost. Comparison of the economy’s
indicators today with those in the previous year may
show where substantial bottlenecks persist—and where
they are diminishing.
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(DTF Score)
Procedures (number) 35.1 35.1
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Getting Electricity (DTF
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Indicator

Time (days)

Cost (% of property
value)

Quality of the land
administration index (0-
30)

Getting Credit (Rank)

Getting Credit (DTF
Score)

Strength of legal rights
index (0-12)

Depth of credit
information index (0-8)

Credit registry coverage
(% of adults)

Credit bureau coverage
(% of adults)

Protecting Minority
Investors (Rank)

Protecting Minority
Investors (DTF Score)

Strength of minority
investor protection
index (0-10)

Extent of conflict of
interest regulation
index (0-10)

Extent of shareholder
governance index (0-

India DB2017

7.0

44

65.00

6.0

7.0

0.0

21.4

73.33

73

6.7

8.0

India

India DB2016

7.7

7.0

42

65.00

6.0

7.0

0.0

22.0
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73.33
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8.0
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65.00

6.0

7.0

0.0

214

73.33

73

6.7

8.0

Delhi DB2017

47.0

65.00

6.0

7.0

0.0

214

73.33

73

6.7

8.0

Bangladesh DB2017

244.0

7.0

4.5

157

25.00

5.0

0.0

0.9

0.0

70

56.67

5.7

6.3

5.0

China DB2017

19.5

34

18.3

62

60.00

4.0

8.0

91.1

213

123

45.00

45

5.0

4.0

Mexico DB2017

N
\S]
.

5.2

16.3

90.00

10.0

8.0

0.0

100.0

53

60.00

6.0

6.0

6.0

Russian Federation

DB2017

15.0

0.2

26.0

44

65.00

6.0

7.0

0.0

77.2

53

60.00

6.0

5.0

7.0
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Best performer globally

DB2017

1.0 (3 Economies*)

0.0 (Saudi Arabia)

29.0 (Singapore)

1 (New Zealand)

100.00 (New Zealand)

12.0 (3 Economies*)

8.0 (30 Economies*)

100.0 (3 Economies*)

100.0 (23 Economies*)

1 (New Zealand®)

83.33 (New Zealand*)

8.3 (New Zealand)

9.3 (New Zealand)

8.3 (Norway)
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Indicator

10)

Paying Taxes (Rank)

Paying Taxes (DTF
Score)

Payments (number per
year)

Time (hours per year)

Total tax rate (% of
profit)

Postfiling index (0-100)

Trading across Borders
(Rank)

Trading across Borders
(DTF Score)

Time to export: Border
compliance (hours)

Cost to export: Border
compliance (USD)

Time to export:
Documentary
compliance (hours)

Cost to export:
Documentary
compliance (USD)

Time to import: Border
compliance (hours)

India DB2017

172

46.58

25.0

241.0

60.6

143

57.61

106

413

38

92

283

India

India DB2016

172

43.17

33.0

243.0

60.6

144

56.45

109

413

41
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287
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46.58
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43

57.98

85

368

58

94

307

Delhi DB2017

46.58

25.0

2410

43

57.28

125

453

21

90

262

Bangladesh DB2017

151

55.56

33.0

435.0

344

173

34.86

100

408

147

225

183

China DB2017

131

60.46

9.0

259.0

68.0

96

69.13

26

522

21

85

92

Mexico DB2017

114

65.81

6.0

286.0

52.0

61

82.09

20

400

60

44

Russian Federation

DB2017

45

82.96

7.0

168.0

474

140

57.96

96

765

25

92

96
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Best performer globally

DB2017

1 (United Arab
Emirates)

99.44 (United Arab
Emirates)

3.0 (Hong Kong SAR,
China*)

55.0 (Luxembourg)

26.1 (32 Economies*)

98.5 (Estonia)

1 (10 Economies*)

100.00 (10
Economies*)

0 (18 Economies*)

0 (18 Economies®)

1 (25 Economies*)

0 (19 Economies*)

0 (25 Economies*)
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Indicator

Best performer globally
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DB2017
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Cost to import: Border

574 574
compliance (USD)
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(o)}

590 1294 777 450 1125 0 (28 Economies*)

Time to import:

Documentary 61 63 65 58 144 66 18 43 1 (29 Economies®)
compliance (hours)

Cost to import:

Documentary 135 145 129 140 370 171 100 153 0 (30 Economies*)
compliance (USD)

Enforcing Contract
nrorcing Hontracts 172 178 ~ ~ 189 5 40 12 1 (Korea, Rep.)
(Rank)

Enforcing Contract
niorcing tontracts 3519 3241 3519 3519 2221 7798 6701 7496 8415 (Korea, Rep)

(DTF Score)
Time (days) 14200 | 14200 = 14200 | 14200 & 14420 @ 4528 | 3407 | 3370 | 164.0 (Singapore)
Cost (% of claim) 396 | 396 | 396 | 396 | 668 162 | 330 16.5 9.0 (Iceland)
lity of judicial
Quality of judicia 9.0 75 9.0 9.0 75 143 10.1 110 155 (Australia)
processes index (0-18)
Resolving Insolvency .
136 135 - - 151 53 30 51 1 (Finland)
(Rank)
Resolving Insol
esolving Insolvency | 3,75 | 3259 | 3275 | 3275 = 2702 5582 @ 7311 | 56.69 93.89 (Finland)
(DTF Score)
Recovery rate (cents on
260 | 257 | 260 | 260 | 270 | 369 | 69.1 386 92.9 (Norway)
the dollar)
Time (years) 4.3 4.3 4.3 4.3 4.0 17 1.8 2.0 0.4 (22 Economies®)
Cost (% of estate) 9.0 9.0 9.0 9.0 8.0 22.0 18.0 90 | 1.0 (22 Economies®)
h of insol
Strength of insolvency | | 6.0 6.0 6.0 40 115 115 115 | 15.0 (6 Economies®)

framework index (0-16)

Source: Doing Business database.
Note: DB2016 rankings shown are not last year's published rankings but comparable rankings for DB2016 that capture the effects of such
factors as data revisions and changes to the methodology. The global best performer on time for paying taxes is defined as the lowest
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time recorded among all economies in the DB2016 sample that levy the 3 major taxes: profit tax, labor taxes and mandatory
contributions, and VAT or sales tax. If an economy has no laws or regulations covering a specific area—for example, insolvency—it
receives a "no practice” mark. Similarly, an economy receives a “no practice” mark if regulation exists but is never used in practice or if a
competing regulation prohibits such practice. Either way, a "no practice” mark puts the economy at the bottom of the ranking on the
relevant indicator. * Two or more economies share the top ranking on this indicator. A number shown in place of an economy’s name
indicates the number of economies that share the top ranking on the indicator. For a list of these economies, see the Doing Business
website (http://www.doingbusiness.org).
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STARTING A BUSINESS

Formal registration of companies has many
immediate benefits for the companies and for
business owners and employees. Legal entities can
outlive their founders. Resources are pooled as
several shareholders join forces to start a company.
Formally registered companies have access to
services and institutions from courts to banks as well
as to new markets. And their employees can benefit
from protections provided by the law. An additional
benefit comes with limited liability companies. These
limit the financial liability of company owners to their
investments, so personal assets of the owners are not
put at risk. Where governments make registration
easy, more entrepreneurs start businesses in the
formal sector, creating more good jobs and
generating more revenue for the government.

What do the indicators cover?

Doing Business records all procedures officially
required, or commonly done in practice, for an
entrepreneur to start up and formally operate an
industrial or commercial business, as well as the time
and cost to complete these procedures and the paid-
in minimum capital requirement. These procedures
include obtaining all necessary licenses and permits
and completing any required notifications,
verifications or inscriptions for the company and
employees with relevant authorities. The ranking of
economies on the ease of starting a business is
determined by sorting their distance to frontier
scores for starting a business. These scores are the
simple average of the distance to frontier scores for
each of the component indicators.

To make the data comparable across economies,
several assumptions about the business and the
procedures are used. It is assumed that any required
information is readily available and that the
entrepreneur will pay no bribes. Assumptions about
the business:

e s alimited liability company (or its legal
equivalent). If there is more than one type of
limited liability company in the economy, the
limited liability form most common among
domestic firms is chosen. Information on the
most common form is obtained from
incorporation lawyers or the statistical office.

e Operates in the economy'’s largest business
city. For 11 economies the data are also
collected for the second largest business city.

e |s 100% domestically owned and has five
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WHAT THE STARTING A BUSINESS

INDICATORS MEASURE

Procedures to legally start and operate a
company (number)

Preregistration (for example, name
verification or reservation, notarization)

Registration in the economy’s largest
business city?

Postregistration (for example, social security
registration, company seal)

Obtaining approval from spouse to start a
business, to leave the home to register the
company or open a bank account.

Obtaining any gender specific document for
company registration and operation, national
identification card or opening a bank
account.

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day (2
procedures cannot start on the same day).
Procedures that can be fully completed
online are recorded as /2 day.

Procedure completed once final document is
received

No prior contact with officials

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

No professional fees unless services required
by law or commonly used in practice

Paid-in minimum capital (% of income
per capita)

Deposited in a bank or with a notary before
registration (or within 3 months)

The size of the entire office space is
approximately 929 square meters (10,000 square
feet).
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owners, none of whom is a legal entity

e Has start-up capital of 10 times income per
capita

e Performs general commercial or industrial
activities, such as the production or sale to the
public of products or services. The business
does not perform foreign trade activities and
does not handle products subject to a special
tax regime, for example, liquor or tobacco. It is
not using heavily polluting production
processes.

e Leases the commercial plant or offices and is
not a proprietor of real estate.

e The amount of the annual lease for the office
space is equivalent to 1 times income per
capita

Does not qualify for investment incentives or any
special benefits.

Has at least 10 and up to 50 employees one
month after the commencement of operations, all
of them domestic nationals.

Has a turnover of at least 100 times income per
capita.

Has a company deed 10 pages long.

The owners:

Have reached the legal age of majority and are

capable of making decisions as an adult. If there
is no legal age of majority, they are assumed to

be 30 years old.

Are sane, competent, in good health and have no
criminal record.

Are married, the marriage is monogamous and
registered with the authorities.

Where the answer differs according to the legal
system applicable to the woman or man in
question (as may be the case in economies where
there is legal plurality), the answer used will be
the one that applies to the majority of the
population.

18
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STARTING A BUSINESS

Where does the economy stand today?
What does it take to start a business in India? According
to data collected by Doing Business, starting a business
there requires 12.9 procedures , takes 26.0 days, costs
13.8% of income per capita for men, and requires 12.9
procedures, takes 26.0 days, costs 13.8% of income per
capita for women. A requirement of paid-in minimum
capital of 0.0% of income per capita (figure 2.1) is legally
mandatory for both men and women. Most indicator sets

19

refer to a case scenario in the largest business city of an
economy, except for 11 economies for which the data
are a population-weighted average of the 2 largest
business cities. See the chapter on distance to frontier
and ease of doing business ranking at the end of this
profile for more details.

Figure 2.1 What it takes to start a business in India - Mumbai

Paid-in minimum capital (% of income per capita): 0.0
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What it takes to start a business in India - Delhi
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Source: Doing Business database.

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the starting a business indicators, see the Doing Business
website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the end of this chapter.

Procedures in light blue are for married women only.
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STARTING A BUSINESS
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Globally, India stands at 155 in the ranking of 190  average ranking provide other useful information for
economies on the ease of starting a business (figure 2.2).  assessing how easy it is for an entrepreneur in India to

The rankings for comparator economies and theregional  start a business.

Figure 2.2 How India and comparator economies rank on the ease of starting a business

Russian Federation (Rank 26)

Mexico (Rank 93)

Regional Average (South Asia) 23.98

Bangladesh (Rank 122)

China (Rank 127)

India (Rank 155) 7431

Distance to frontier score

100

Source: Doing Business database.
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STARTING A BUSINESS

Economies around the world have taken steps making it
easier to start a business—streamlining procedures by
setting up a one-stop shop, making procedures simpler
or faster by introducing technology and reducing or
eliminating minimum capital requirements. Many have
undertaken business registration reforms in stages—and
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they often are part of a larger regulatory reform
program. Among the benefits have been greater firm
satisfaction and savings and more registered businesses,
financial resources and job opportunities.

What business registration reforms has Doing Business
recorded in India (table 2.1)?

Table 2.1 How has India made starting a business easier—or not?

By Doing Business report year from DB2011 to DB2017

DB year Reform

India eased business start-up by establishing an online VAT

DB2011

registration system and replacing the physical stamp

previously required with an online version.

India made starting a business easier by considerably reducing
the registration fees, but also made it more difficult by

DB2015

introducing a requirement to file a declaration before the

commencement of business operations. These changes apply

to both Delhi and Mumbai.

India made starting a business easier by eliminating the

DB2016

minimum capital requirement and the need to obtain a

certificate to commence business operations. This reform

applies to both Delhi and Mumbai.

Source: Doing Business database.

Note: For information on reforms in earlier years (back to DB2005), see the Doing Business reports

for these years, available at http://www.doingbusiness.org.
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STARTING A BUSINESS
What are the details?

Underlying the indicators shown in this chapter for
India is a set of specific procedures—the bureaucratic
and legal steps that an entrepreneur must complete
to incorporate and register a new firm. These are
identified by Doing Business through collaboration
with relevant local professionals and the study of
laws, regulations and publicly available information
on business entry in that economy. Following is a
detailed summary of those procedures, along with
the associated time and cost. These procedures are
those that apply to a company matching the
standard assumptions (the “standardized company”)
used by Doing Business in collecting the data (see the
section in this chapter on what the indicators
measure).

Table 2.2 Summary of time, cost and procedures for starting a business in India - Mumbai

No. Procedure

Obtain a digital signature certificate

STANDARDIZED COMPANY

23

Legal form: Private Limited Company

Paid-in minimum capital requirement: INR 0

City: Mumbai, Delhi

Start-up Capital: 10 times GNI per capita

Time to
complete

The applicant must obtain a Class-II Digital Signature Certificate from a
certification agency authorized by the Controller of Certification
Agencies. These include private agencies like NIC, E-Mudhra, MTNL
Trust line, to which company directors submit the prescribed
application form along with notarized proof of identity and address.

A Class-II Digital Signature Certificate can be obtained for either a
period of 1 year or a period of 2 years, and then needs to be renewed
1 for another 1 or 2 years upon payment of renewal fees. Each agency has 1-3 days
its own fee structure, ranging from INR 700 to INR 2500. The cost will
vary in accordance with the duration of the Digital Signature Certificate.
Once the Digital Signature Certificate is obtained, the authorized
personnel (directors/manager/secretary) are required to register the

same with MCA for statutory e-filing.

Agency: Authorized private agency (Federal)

Obtain director identification number (DIN) online

In accordance with the Companies Act, 2013, every private limited
company must have at least 2 directors, each obtaining a DIN and DSC.

1 day

1) Form DIR 3 has to be filed online with the Ministry of Corporate
Affairs (MCA) along with a photograph and scanned copy of supporting
documents, i.e., proof of identity and proof of residence not older than

2 months.

Cost to complete

INR 700 to INR
2,500 per Digital
Signature
Certificate

INR 500 per DIN
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No.

Time to
complete

Procedure

2) Form DIR 3 has to be signed and submitted electronically by the
applicant using his or her own Digital Signature Certificate (DSC).

3) Form DIR 3 has to be verified digitally by: (i) a chartered accountant,
company secretary or a cost accountant in practice (Practicing
Professional); or (ii) a company secretary in full-time employment of the
company or a director of the company in which the applicant is to be
appointed as director.

4) In case the Form DIR 3 is certified by a Practicing Professional and is
not identified by the system as a potential duplicate, the DIN will be
approved and generated by the system immediately. In all other cases,
a DIN application number is generated. The DIN application is then
reviewed by MCA officials. In case the MCA officials are satisfied with
the application based on the information provided, the DIN will be
generated within a month of the date of application. If the eForm is not
approved, then status of provisional DIN will appear as "Lapsed."

Legal basis: Companies (Appointment and Qualifications of Directors)
Rules, 2014 and FAQs published by Ministry of Corporate Affairs. The
fee for obtaining a DIN number is specified in the Companies
(Registration Offices and Fees) Rules, 2014.

Agency: Ministry of Corporate Affairs (Federal)

Reserve the company name with the Registrar of Companies (ROC)
online

In order to reserve a unique company name, a name search is
conducted on the website of MCA and eForm INC-1 is required to be
filed pursuant to Section 4(4) of the Companies Act, 2013 and Rule 8 &
9 of Companies (Incorporation) Rules, 2014. The name reservation fee is
provided under the Companies (Registration offices and fees) Rules,
2014.

The process is as follows:

1. Check availability of the proposed name by checking on the MCA21
portal for other companies or LLPs having similar names. Alternatively, 2-7 days
engage a professional (practicing chartered accountant, company
secretary or cost accountant) to perform the check on the MCA 21
portal and provide a search report which can be attached to the
application.

2. Prepare the application in eForm INC-1 with all relevant details and
declarations. If a professional has been engaged to check availability of
name, have the professional certify and digitally sign the eForm.

3. Upload the eForm INC-1 to the MCA 21 portal and pay fees of INR
1,000 electronically (net banking or credit card).

4. If the e-Form has been certified by a professional (as described
above), the proposed name shall be approved by the Registrar of
Companies on a priority basis via the Straight Through Process ("STP"),
provided the name is not similar to any existing trademark, any of the

Cost to complete

INR 1,000
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No.

*5

Time to
complete

Procedure

words proposed in the company's name does not exactly match any
existing company's name and the name does not consist of a single
word (other than private limited).

5. The name, if made available to the applicant, will be reserved for the
applicant to use for 60 days from the date of application. If the
proposed company is not incorporated during this 60-day period, the
approval will lapse and the name will be available to other applicants.

Agency: Registrar of Companies, Ministry of Corporate Affairs (Federal)

Pay stamp duties online, file all incorporation forms and
documents online and obtain the certificate of incorporation

Pursuant to Section 7 (1) of the Companies Act, 2013, and pursuant to
Rules 10, 12, 14 and 15 of Companies (Incorporation) Rules, 2014, the
following forms are required to be electronically filed on the Ministry of
Corporate Affairs website for incorporation purposes:

a) Form-INC-7 (Application for Incorporation of Company). Scanned
copies of the signed Memorandum and Articles of Association of the
company, have to be attached to Form-INC-7.

b) Form-INC-22 (Notice of situation or change of address of the
registered office of the company). Proof of registered office address
such as conveyance/ lease deed/ rent agreement etc. along with the
rent receipts as well as copies of the utility bills (proof of evidence of
any utility service like telephone, gas, electricity etc.) depicting the
address of the premises not older than two months is required to be
attached to Form INC 22.

¢) Form- DIR-12 (Particulars of appointment of directors and the key 5 days on average
managerial personnel and the changes among them).

Fee schedule for a small company of paid-up share capital between INR
500,000 and INR 1,000,000:

- Filing of the Memorandum of Association: INR 2,000

- Filing fee for filing the Articles of association: INR 400

- Filing fee for Form INC-7: INR 400

- Filing fee for Form INC-22: INR 400

- Filing fee for Form DIR-12: INR 400

- Stamp duty: INR 100

- Stamp duty for Articles of Association: IINR 2,000 (INR 1,000 on every
INR 5 Lakhs of authorized capital or part thereof subject to a maximum
of 50 Lakhs of Stamp Duty)

- Stamp duty for Memorandum of Association: INR 200

Agency: Registrar of Companies, Ministry of Corporate Affairs (Federal)

Make a company stamp 1 day
(simultaneous with

previous
procedure)

As per the amendment to the Companies Act 2013, making a company
seal is no longer a legal requirement. However, making a company
rubber stamp is still commonly used in practice. The stamp is normally

Cost to complete

see comments

INR 350-500
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No.

*8

Procedure

required to be affixed by a director upon signing on behalf of the
company in order to file several applications relevant to business
startup. This includes but is not limited to opening a bank account,
application for registration with the Employee State Insurance
Corporation (ESIC) and application for a company Permanent Account
Numbers (PAN).

Agency: Authorized vendor (Private)

Obtain a Permanent Account Number (PAN) from an authorized
franchise or agent appointed by National Securities Depository
Services Limited (NSDL) or Unit Trust of India (UTI)

Under the Income Tax Act 1961, each person must quote his or her
permanent account number (PAN) for tax payment purposes and the
tax deduction and collection account number (TAN) for depositing tax
deducted at source. The PAN is a 10-digit alphanumeric number issued
on a laminated card by an assessing officer of the Income Tax
Department. Since 2003/04, UTI and NSDL have become the authorized
agencies that process PAN registration applications on behalf of the
Income Tax department.

The applicant completes Form 49A (statutory form for applying for
PAN), pays the due fees of INR 93 (plus applicable taxes currently at
12.36%) either online or otherwise and submits the application form
together with proof of identity, proof of address and 2 recent
photographs to the authorized agent/designated service centers for
verification. After being allotted a PAN number, UTIISL or NSDL will
print the PAN card and deliver it to the applicant.

Agency: Private agencies authorized by UTI or NSDL, as outsourced by
the Income Tax Department (Federal)

Open a bank account

The company must open a bank account. The bank account details
must be provided by the company in various post-registration
applications, such as registrations for taxes.

Agency: Bank

Register with Employees’ Provident Fund Organization

The Employees Provident Fund Organization (EPFO) is a statutory
organization under the Ministry of Labor and Employment. The
Employees Provident Funds & Miscellaneous Provisions Act, 1952
applies to an establishment, employing 20 or more persons and
engaged in any of the 183 Industries and Classes of business
establishments, throughout India excluding the State of Jammu and
Kashmir.

Time to Cost to complete
complete
INR 93 plus service
7-10 days P
tax
2 days no charge
7 days on average,
simultaneous with
. no charge
previous
procedure
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No.

*9

*10

Time to
complete

Procedure

Pursuant to launch of OLRE (online registration of establishment portal)
by the Employee Provident Fund department, employers are required to
apply online for registering their establishment. For verification
purposes, the employer shall send the copies of all the documents
mentioned in the application form along with the copy of the
application generated at the time of submission after the issuance of PF
Code intimation letter to the EPFO office.

Agency: Employees Provident Fund Organization (Federal)

Register for VAT online

VAT online registration is conducted via the website

www.mahavat.gov.in.

After the completed application form is submitted online, an

acknowledgment containing the date and time for attending before the

registering authority along with code/designation and address of

registering authority is generated. The company should print a copy of

the completed e-application and submit it along with the

acknowledgement to the registration authority for verification and

photo attestation on a given date and time along with relevant

documents. If the application is correct and complete in all respect

along with relevant documents, then the registering authority will

generate TIN after verification of the documents. Registration certificate

will be printed and issued to the company on the appointed date. The 10 days,

appointment date is usually scheduled in the next 10 days. simultaneous with
previous

Other accompanying documentation includes: procedure

- Certified true copy of the memorandum and articles of association of

the company.

- Proof of permanent residential address.

- Proof of place of business (lease agreement)

- One recent passport size photograph of the applicant

- Copy of Income Tax Assessment Order having PAN or copy of PAN

card

- Chalan in Form No. 210 (original) showing payment of registration fee

at INR 5000/in case of voluntary RC and INR 500/in other cases

Agency: Department of Sales Tax

Register for medical insurance (ESIC)

As per the Employees' State Insurance (General), Form 01 is the form 9 days,
required to be submitted by Employer for registration. The Employer simultaneous with
Code Number issued will be included in the "intimation letter" which is
sent by post to the employer. Employers can now submit application
online for registration under ESI Act on the ESIC website (www.esic.in).

previous
procedure

The Employee’s individual insurance is a separate process and occurs

Cost to complete

INR 500
(Registration Fee) +
INR 25 (Stamp
Duty) for
compulsory VAT
registration

no charge
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No.

*11

*12

Time to
Procedure ! Cost to complete
complete

after Employer’s registration. The Employer is responsible for
submitting the required Declaration Form and employees are
responsible for providing correct information to the employer.

Agency: Employees' State Insurance Corporation (Federal)

Obtain a tax account number for income taxes deducted at source
from the Assessing Office in the Mumbai Income Tax Department

The tax deduction and collection account number (TAN) is a 10-digit
alphanumeric number required by all persons responsible for deducting
or collecting tax, as per Section 203A of the Income Tax Act.

Any authorized franchise or agent appointed by National Securities

Depository Services Limited (NSDL) can accept and process the TAN 7 days,
application. TAN applications can be made either online through the
NSDL website www.tin-nsdl.com or offline. The application must be
filed using Form 49B and submitted at any TIN Facilitation Center
authorized to receive e-TDS returns. The processing fee is INR 55 (plus
applicable taxes). After verification of the application, it is sent to
Income Tax Department which issues the TAN to the applicant. The
national government levies the income tax.

simultaneous with | INR 55 application
previous fee plus service tax
procedure

Agency: Private agencies authorized by NSDL, as outsourced by the
Income Tax Department (Federal)

Register with Office of Inspector, Mumbai Shops and
Establishment Act

According to Section 7 of the Bombay Shops and Establishments Act,
1948, the establishment must be registered as follows:

- Under Section 7(4), the employer must register the establishment in
the prescribed manner within 30 days of the date on which the
establishment commences its work.

- Under Section 7(1), the establishment must submit to the local shop
inspector Form A and the prescribed fees for registering the INR 1,200
establishment. Supporting documents must be attached, including a 2 days, (registration fee) +
certified true copy of the company's PAN Card, TAN Allotment Letter,

i . ; e simultaneous with | 3 times registration
Certificate of Incorporation, Memorandum and Articles of Association, a

) . i | ) ) previous fee for Trade
list of company directors, their particulars and copies of their PAN d K h
Cards procedure Refuse Charges
' (INR 3,600)

- Under Section 7(2), after the statement in Form A and the prescribed
fees are received and the correctness of the statement is satisfactorily
audited, the certificate for the registration of the establishment is issued
in Form D, according to the provisions of Rule 6 of the Maharashtra
Shops and Establishments Rules of 1961.

Since the amendments in the Maharashtra Shops & Establishment
(Amendment) Rules, 2010, the Schedule for fees for registration &
renewal of registration (as per Rule 5) is as follows:

0 employees: INR 120

28



Doing Business 2017 BEGEIE

No.

*13

*14

Procedure Time to Cost to complete
complete

1 to 5 employees: INR 360

6 to 10 employees: INR 720

11 to 20 employees: INR 1,200

21 to 50 employees: INR 2,400

51 to 100 employees: INR 4,200

101 or more: INR 5,400.

In addition, an annual fee (three times the registration and renewal

fees) is charged as trade refuse charges (TRC), under the Mumbai

Municipal Corporation Act, 1888.

Agency: Municipal Corporation of Greater Mumbai

Receive inspection and obtain the Shops and Establishments

registration certificate

After applying for registration under the Shops and Establishments Act

by visiting the nearest Citizen Facilitation Center (CFC) of the Municipal

Corporation of Greater Mumbai to file the duly completed and signed

Form A, along with the required documents and fees, the application is 2-6 days,

assigned to and processed by Department Head (Sr.Inspector) at the | Simultaneous with
concerned Ward. previous
procedure

no charge

After site inspection and approval of the application the Registration
Certificate is issued to the applicant.

Agency: Office of Inspector, Municipal Corporation of Greater Mumbai

Register for profession tax

According to section 5 of the Profession Tax Act, every employer (not
being an officer of the government) is liable to pay tax and shall obtain
a certificate of registration from the prescribed authority.

The application form, duly completed can be submitted online. An

acknowledgment containing the date and time for attending before the

registration authority along with the code/ designation and address of

the registration authority will be generated. The company should take a 2 days,

print of the copy of the completed e-application and the employee/ simultaneous with
person applying on behalf of the company should affix his signature at
relevant places and then submit the printed copy of the filled e-
application form along with the acknowledgment to the registration
authority for verification on the given date and time along with relevant
documents. If the application is correct and complete in all respects,
then the registration authority will generate TIN (registration/enrolment
number under the Profession Tax Act) after the verification of the
documents. Registration certificate will be printed and issued to the
company on the appointed date.

previous no charge

procedure

Documents required to be provided with the application form include:
- copy of the memorandum and articles of association of the company;
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Time to
No. Procedure : Cost to complete
complete

- proof of place of business: Proof of ownership of the premises namely,
copy of the property card or ownership deed or agreement with the
builder or any other relevant documents;

- copy of the PAN and/ or TAN;

- proof of residence of the signatory to the application;

- bank account number, bank and branch name, and blank cancelled
cheque leaf of the bank account.

Agency: Commissioner of Profession Tax, Department of Sales Tax

* Takes place simultaneously with another procedure.

Source: Doing Business database.

Note: Online procedures account for 0.5 days in the total time calculation.
Procedures in light blue are for married women only.

Summary of time, cost and procedures for starting a business in India - Delhi

Time to
No. Procedure Cost to complete
complete

Obtain digital signature certificate online from private agency
authorized by the Ministry of Corporate Affairs (National)

The applicant must obtain a Class-II Digital Signature Certificate from a

certification agency authorized by the Controller of Certification

Agencies. These include private agencies like NIC, E-Mudhra, MTNL

Trust line, to which company direc