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Introduction

It measures and tracks changes in regulations affecting
11 areas of a business life cycle i.e.

Ease of Doing Business (EoDB) in India is an attempt to simplify the 
processes involved in conducting business in India
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As per the World Bank’s latest ease of 
doing business report, India’s rank has 
improved over the last year:

20
15

134

20
16

130

20
17

In top 
50*

* As per Government of India’s target

Days required to start a business 
in India

34 29

2015 2016



3© 2016 KPMG India Private Limited, an Indian Private Limited Company and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

Reforms at Central Level
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Steps taken so far… - Central Government Initiatives (1/2)
• To promote competitive federalism and improve business condition across the country, the

central government has conducted an assessment of state implementation of business
reforms.

• A proposition of unified online portal for: registration of Labour Identification Number (LIN),
combined filing returns under 8 labour laws and simplified grievance redressal.

• Online portals for Employees State Insurance Corporation (ESIC) and Employees Provident
Fund Organisation (EPFO) for: real-time registration and payments through 56 accredited
banks.

• For single-window clearance, 14 central government services are integrated with e-Biz
portal. Through the e-Biz website, entrepreneurs can apply for Industrial License (IL) and
Industrial Entrepreneur Memorandum (IEM) on a 24x7 basis.

• The distinction between partial and full commencement of production for all products is no
longer applicable.

• Colour-coded maps for locations requiring NOC from the Airports Authority of India (AAI)
could be viewed online.

• Documents required for export and import businesses have been reduced from 7 to 3.

• The Companies Act has been amended to remove the provision of minimum paid-up capital
to start a new business in the country. To simplify and fast track the procedure for company
registration in India, the Ministry of Corporate Affairs (MCA) has introduced Form INC-29 —
Integrated Incorporation Form.
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Steps taken so far… - Central Government Initiatives (2/2)
• Arbitration Act has been amended to fix deadline to finish commercial disputes.

• The Bankruptcy Law Reform Committee submitted its report to the Finance Ministry on 4
November 2015, to make bankruptcy process faster and fair for improving EoDB.

• A checklist with specific time-lines has been introduced to process all applications filed by
foreign investors for cases related to retail/NRI/EoU foreign investments.

• An Investor Facilitation Cell has been established to guide, assist and handhold investors
during the entire life cycle of a business.
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Steps taken so far… - Sector Initiatives (1/2)
Aviation:
• Proposed open sky policy allows countries

beyond 5,000km to expand their network
and frequencies in India.

• MRO activities are proposed to be excluded
from service tax; tools and parts imported
for MRO activities are proposed to be
exempted from customs duty.

• Such tools and parts would be allowed to
be stored for 3 years without any taxes.

• Airport royalty and additional levies on
MRO service providers will be rationalised
in consultation with airport operators.

Defence:
• Up to 49 per cent FDI in defence sector is

allowed under automatic route.

• If state-of-the-art technology is provided in
India, 100 per cent FDI is allowed.

• Retrospective changes have been brought in
offsets policy, allowing foreign firms with
more flexibility in selecting partners.

• Validity of industrial license has been
extended to 15 years and could be extended
further for 3 years.

Telecommunications:
• New spectrum trading guidelines could free

up unused airwaves for telecom
companies.

Petrochemicals:
• Customs duty structure has been rationalized,

augmenting competitiveness of the domestic
petrochemical industry.

• Four Petroleum, Chemicals and Petrochemical
Investment Regions (PCPIRs) have been
approved in the states of Andhra Pradesh,
Gujarat, Odisha and Tamil Nadu. The 4
regions have so far attracted around USD23.4
billion investment.
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Steps taken so far… - Sector Initiatives (2/2)
Coal:
• Policy for automatic transfer of coal linkage

in case of scrapping of old thermal plants
and replacing them with new supercritical
plants.

• Swapping of coal between state-owned
power companies and central power
utilities has been allowed.

• One billion tonne coal production target
has been set for state-owned coal India.

• Three rounds of e-auctioning of coal blocks
have generated proceeds over USD47
billion.

• Online Coal Project Monitoring Portal
(CPMP) has been launched to interact with
all the stakeholders to resolve issues and
avoid delay.

Oil and gas:
• Government of India approved the

auctioning of 69 oil and gas marginal
fields.

• A more transparent and market-oriented
regime has been adopted to auctioning
the fields.

• Single license is expected to cover all
types of hydrocarbons, as opposed to
the earlier system where a separate
license for each product.

• Successful bidders would be given
freedom to sell oil products at market
prices.

• The existing cost recovery method
(successful bidders are allowed to
recover their expenditure before paying
their share to the government) is
replaced by revenue-sharing model.



8© 2016 KPMG India Private Limited, an Indian Private Limited Company and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

Steps taken so far… - Tax Related Initiatives (1/2)
Measures to reduce litigation and provide certainty

• Central Board of Direct Taxes (CBDT) clarified on phasing out plan of deductions under the
Income-tax Act pursuant to reduction in corporate tax rate from 30 per cent to 25 per cent.

• Government of India has clarified that Minimum Alternate Tax (MAT) shall not be applicable
to foreign companies having no permanent establishment/place of business in India.

• CBDT sets-up a committee to examine fresh cases referred by the tax officer in respect of
indirect transfer of assets prior to 1 April 2012.

• CBDT has clarified on whether tax is required to be deducted on the whole sum remitted or
only the portion representing the sum chargeable to tax while making payment to non-
resident.

• Constitution of local committee to deal with taxpayers grievances from high pitched
scrutiny assessment.

• CBDT instructs tax officers to expeditiously decide FPIs claim of tax treaty benefits.

• CBDT clarified on the tax treatment in the case of Alternative Investment Funds.

• CBDT clarified on allowability of deduction under Section 10A/10AA on transfer of technical
manpower in the case of software industry.

• Constitution of Bench of the Supreme Court to deal exclusively with tax matters.

• Government announces setting-up of 2 additional benches of AAR (Authority for Advanced
Ruling)
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Steps taken so far… - Tax Related Initiatives (2/2)
Use of new technology to ease various procedural requirements:

• New facility of pre-filling TDS data while submitting online rectification.

• Use of email based communication for paperless assessment proceedings.

• Usage of the Digital Signature Certificate for electronic filing of customs documents.

GST:

• GST will widen the tax base, subsume several central and state taxes and give one tax rate,
give input credit and also push the gross domestic product up. The committee headed by
the Chief Economic Adviser Dr. Arvind Subramanian on possible tax rates under GST has
submitted its report to the Finance Minister in December 2015.

Transfer Pricing

• CBDT revises and updates guidance for selection and referral of transfer pricing cases for
assessments.

• CBDT issues important directives on Safe Harbour Rules.

• CBDT issues FAQs on Advance Pricing Agreement (APA) rollback provisions.

• Rollback rules notified and pre-filing consultation made optional.
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Steps taken so far… - FDI Related Initiatives
• FDI regime has been simplified by introducing a composite cap that combines FDI, FPI and

investments by NRIs; various notifications related to FDI are likely to be consolidated in a
single booklet.

• Warrants and partly-paid shares are issued by Indian companies that would be eligible
instruments for FDI.

• Investments in India by firms owned and controlled by NRIs shall be deemed as domestic.

• Government of India has permitted 100 per cent FDI under automatic route for Limited
Liability Partnerships (LLPs) in sectors that do not require government’s approval.

• Government’s approval will not be required for selling product through wholesale or retail
including e-commerce.

• Threshold equity investment has been raised to approximately USD780 million from
USD467 million and proposals above USD780 million will now go to CCEA.
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Steps taken so far… - FDI Related Sector- wise Initiatives
# Sector Change in Policy

1 Construction Floor area restriction and minimum capitalization removed; 
each phase of construction will be considered a separate 
project; easy exit for foreign investors if project or trunk infra 
completed or 3 years of lock-in for each tranche completed; and 
100 per cent FDI in automatic route permitted for operation of 
townships, malls, and business centre

2 Direct-to-home (DTH) and multi-
system operators (MSOs)

Cap raised to 100 per cent (49 per cent automatic and beyond 
Government approval).

3 Non-news broadcasters FDI limit raised to 100 per cent from 74 per cent

4 News, current affairs and FM FDI limit raised to 49 per cent from 24 per cent(FIPB approval).

5 Private banks Full fungibility of foreign investment with sectoral limit at 74 
per cent.

6 Plantation Coffee, rubber, cardamom, palm oil and olive oil opened up to 
100 per cent.

7 Single brand retail trading A single entity can undertake both wholesale and single-brand 
retail as long as both business arms comply to the conditions 
of FDI policy

8 Regional air transport FDI limit raised to 49 per cent under automatic route.

9 Non-scheduled air transport, 
ground handling services, 
satellites and credit
information companies

FDI limit raised from 74 per cent to 100 per cent under 
automatic route.
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Announcements Made – Related to Startups
• In an attempt to create a conducive environment for the Startup ecosystem in India, an

Action Plan was announced by the Prime Minister of India in January 2016. The Action Plan
details out proposed exemptions and incentives for the Startups in the country.

• In order to reduce the regulatory burden on Startups, compliance regime based on self-
certification has been announced. Under this measure, self-certifications under 6 Labour
Acts and 3 Environment Acts shall be allowed.

• To address the issues pertaining to regulatory requirements and need to visit multiple
departments, Government of India has announced rolling out of a mobile app and portal.
The app and portal shall provide a singular platform to Startups to interact with
Government and Regulatory institutions.

• To promote awareness and adoption of IPRs by Startups and facilitate them in protecting
and commercializing the IPRs, Government of India has notified a Startup Intellectual
Property Protection scheme. The scheme enables Startups to obtain legal support from a
panel of facilitators constituted by the Government. Additionally, a rebate of up to 80 per
cent of the filing fees has been announced.

• The Government has announced relaxed norms for micro and small industries to empower
them to effectively participate in the Government Procurement processes.

• In the Union Budget 2016, provisions have been introduced towards exemption of taxes for
3 years and exemption of taxes on capital gains.
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Reforms at State Level
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Assessment of States on EoDB Index
• Government of India (GoI), through its Department of Industrial Policy and Promotion (DIPP),

launched an effort (in collaboration with the World Bank) to present an action plan to all states
and Union Territories (UT) to improve their EoDB conditions.

• Based on their reforms and actions in the 6 months from January to June 2015, states were
assessed on 8 broad parameters of EoDB and assigned a score representative of the
implementation status of their reforms.
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The map below represents the 3 categories of states and UTs 
highlighted based on the scores/ implementation status in June 2015 

Aspiring Leaders:
States and UTs with an overall 
implementation status 
between 50 to 75 percent fall 
in the category

Acceleration Required:
States and UTs with an 25 to 
50 percent implementation 
status fall in the category

Jump-start Needed
States and UTs with less than 
25 percent implementation 
status fall in the category
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Recent reforms by state (1/2)

Andhra Pradesh Rajasthan Madhya Pradesh Maharashtra

Single desk clearance 
(except heavy industries) 
in 21 days

Stamp duty exemption 
and 50% VAT/CST/SGST 
exemption for 7 years

Subsidies on plant and 
machinery along with 
land pooling scheme for 
voluntary transfer of 
land

Food processing policy 
2015 provides for capital 
subsidies

Solar power policy 2015 
provides transmission 
cost exemptions

Aerospace & Defence
Policy 2015 proposes 
setting up A&D parks 
and MRO-hub.

Xiaomi, Softbank, 
Sunedison

Land, electricity duty, 
stamp duty exemptions 
given to manufacturing 
and services units for 
first 7 years along with 
other subsidies on 
VAT/CST

Simplified shut down 
procedures for small 
units (<300 people)

Labour unions required 
to be more 
representative

Increased subsidies and 
exemptions

Solar power policy and 
e-governance IT/ITeS
policy provides fiscal 
incentives and various 
duty exemptions

Fortum, Solaire direct

Voluntary compliance 
scheme for labour
compliances

Consolidation of 
compliance filings and 
inspections

Launch of Analog 
semiconductor 
fabrication (FAB) 
investment policy and 
Electronic Manufacturing 
Cluster (EMC) scheme to 
provide financial 
assistance and 
provisions for land, 
construction, duty 
related to FAB units

Easier land use by 
scrapping RRZ policy 
and increasing FSI for 
industrial units

Simplified tax 
registration and payment 
processes

Investment facilitation 
cell set up

VAT refund scheme for 
auto industry and mega 
industrial projects (>USD 
250 Mn)

Foxconn, General 
Motors, Volkswagen, 
Tata Motors, Bajaj Auto
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Recent reforms by state (2/2)

Punjab Tamil Nadu Gujarat

One stop clearance 
system set up for 27 
regulatory and fiscal 
approvals

Fiscal incentives and 
affordable power for 
units located in 
industrial zones

Ranked No.1 by world 
bank on “Setting up a 
business” category of 
ease of doing business 
ratings

Simpler land acquisition 
owing to removal of 
consent clause and 
social impact 
assessment clause

Automobile policy 
provides for auto 
suppliers park, auto city, 
rebates and subsidies

Renault-Nissan, M&M

Labour Law amendment 
act implemented 
reducing restrictions on 
labour management and 
rationalizing time 
window for labour to 
raise objections

Tourism policy issued 
which includes capital 
subsidies, duty 
exemptions for 5 years

Assam

Launch of Industrial & 
Investment Policy to 
promote setting up of 
food parks and improve 
the marketing 
infrastructure for its 
agro-food processing 
industry
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