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Abstract: The ease of doing business index is meant to measure regulations directly
affecting business and does not directly measure more general conditions such as
nations proximity to large markets, quality of infrastructure ,inflation or crime. A
nation’s ranking on the index is based on the average of ten such sub indices.
Economies are ranked on their ease of doing business, from 1–190. A high ease of
doing business ranking means the regulatory environment is more conducive to
the starting and operation of a local firm. The rankings are determined by sorting
the aggregate scores   on 10 topics, each consisting of several indicators, giving
equal weight to each topic. India’s rank in ease of doing business is 63 out of 190
nations. Regarding 10 indicators, India ranks 136 in starting a business, dealing
with construction permits rank is 27, getting electricity rank is 22. But the worst
rank are in the indicator enforcing contracts,’ rank 163, registering property rank
is 154, and paying taxes rank is 115. On the other hand protecting minority
investors India’s rank is comparatively good (13).

The objective of this study is to explore the linear relation between Ease of doing
business and many other macro economic variables in India. The data has been
taken from Statistical Hand Book published by Reserve Bank of India . Regarding
methodology the correlation matrix , the regression based on significant linear
association of the variables, are used in this study. The rank for ease of doing
business is an indicator to attract foreign or private investor to invest for capital
formation as well as for employment generation and economic growth. The ranks
among 190 nations regarding the 10 indicators provides the government to modify
the rules or regulations of amend or modify the existing regulations for further
reform which will be conducive for minor , small or medium entrepreneurs. Now
a day’s the government’s open intention is to advice the unemployed youth, not
to seek job but try to provide job by initiating your entrepreneurship potentiality.
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INTRODUCTION

The ease of doing business index is an index created by World Bank group.
Higher rankings imply better or simpler regulations for business and
stronger protections of property rights. Empirical studies show that the
economic growth impact of improving these regulations is strong. The ease
of doing business index is meant to measure regulations directly affecting
business and does not directly measure more general conditions such as
nations proximity to large markets, quality of infrastructure , inflation or
crime. A nation’s ranking on the index is based on the average of ten such
sub indices. Each based on the following necessary information. Procedures,
Time, Cost and minimum capital to open a new business

(1) Starting a Business:
(2) Dealing with Construction permits
(3) Getting Electricity
(4) Registering Property
(5) Getting credit: Strength of legal rights index, depth of credit

information index
(6) Protecting investors: indices on the extent of disclosure, extent of

direct liability and ease of share holder suits.
(7) Paying taxes: number of taxes paid, hours per year spent preparing

tax returns, and total tax payable as share of gross profit.
(8) Trading across borders: number of documents, cost and time

necessary to export and import.
(9) Enforcing contracts: procedures, time and cost to enforce a debt

contract.
(10) Resolving insolvency: the time cost and recovery rate (%) under

bankruptcy proceeding.
Doing Business uses a simple averaging approach for weighing sub

indicators and calculating rankings.

The doing business project also offers information on following datasets.

(1) Distance to frontier: it shows the distance of each economy to the
frontier which represents the highest performance observed on each
of the indicators across all economies included, since each indicator
was included in doing business.

(2) Entrepreneurship: measures the entrepreneurial activity of the
newly registered firms over the past few years.

(3) Good practices: it provides insights into how governments have
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improved the regulatory environment especially in the areas
measured by Doing Business.

(4) Transparency in Business regulation: Data on the accessibility of
regulatory information measures how easy it is to access fee
schedules for first four regulatory processes in the largest business
city of an economy.

India’s rank in ease of doing business is 63 out of 190 nations.
Regarding 10 indicators, India ranks 136 in starting a business, dealing
with construction permits rank is 27, getting electricity rank is 22. But
the worst rank are in the indicator enforcing contracts,’ rank 163,
registering property rank is 154, and paying taxes rank is 115. On the
other hand protecting minority investors India’s rank is comparatively
good (13).

The objective of this study is to explore the linear relation between Ease
of doing business and many other macro economic variables in India. The
data has been taken from Statistical Hand Book (2019) published by Reserve
Bank of India (WWW.RBI.Org) , the correlation matrix , the regression based
on significant linear association of the variables, are used in this study as
research methodology. The variables that are used are Ease of doing
business index, number of Units, Employment both male and female, per
capita availability of power, rain route, and roads length, rural and urban
unemployment, poverty, population density, real per capita income,
population growth and literacy rate etc. on the other hand Newzeland’s
rank is one in the world in ease of doing business.

EMPIRICAL FINDINGS

First the correlation matrix has been calculated by using excel software,
then the t value and the p value has been calculated.

Table 1: Correlation Matrix
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The Regression Model: the regression model is based on keeping ease
of doing business as dependent variable and the variables which are
significant in as shown by correlation matrix are taken as independent
variable.

Table 4: Regression Results

  Coefficients Standard Error t- Stat p-value

Intercept 55.94132 12.35313 4.528513 0.00026

No of Units(lakh) 1.903796 1.996454 0.953588 0.352923

no. of female employees(lakh) 382.3155 475.7392 0.803624 0.432099

no of male employees 381.2602 476.364 0.800355 0.433942

total employees -382.772 476.4253 -0.80342 0.432212

rail route. 0.011974 0.00629 1.903827 0.073046

roads length 3.42E-05 6.37E-05 0.536846 0.597948

Rural unemployment(000) -0.03916 0.339082 -0.11549 0.909338

Urban unemployment -0.15411 0.192614 -0.80011 0.43408

Observations =27, R Square=0.580833, Adjusted R Square=0.394536

Table 2: t-values

Table 3: p-Values
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FINDINGS

From the above tables we find

(i) Ease of doing business index and number of units(enterprises) are
positively correlated

(ii) Number of male and female employment or total employment is
also positively related with ease of doing business index

(iii) Ease of doing business index is also positively correlated to the
road infrastructure development of the nation as a result it is
positively correlated with rail route and roads lengths. But it is not
significantly correlated to per capita availability of power.

(iv) Ease of doing business is negatively correlated to both rural and
urban unemployment. It implies with the upliftment of the business
environment of the nation unemployment reduces. So
entrepreneurship or taking the initiative for starting business or
establishment (both farm or non-farm) may be a solution to reduce
unemployment problem in India.

(v)  Poverty, population density, per capita income, population growth,
and literacy rate are not significantly correlated with the ease of
doing business index in India.

(vi) The regression results shown in table 4 in shows that there is no
causal relation among the independent variables and ease of doing
business. This means we cannot predict ease of doing business index
from any particular value of the independent variables. Only the
intercept is significant.

CONCLUSION

Economies are ranked on their ease of doing business, from 1–190. A high
ease of doing business ranking means the regulatory environment is more
conducive to the starting and operation of a local firm. The rankings are
determined by sorting the aggregate scores on 10 topics, each consisting of
several indicators, giving equal weight to each topic. The rank for ease of
doing business is an indicator to attract foreign or private investor to invest
for capital formation as well as for employment generation and economic
growth. The ranks among 190 nations regarding the 10 indicators provides
the government to modify the rules or regulations of amend or modify the
existing regulations for further reform which will be conducive for minor ,
small or medium entrepreneurs. Now a day’s the government’s open secret
intention is to advice the young educated unemployed youth , not to seek
job but try to provide job by initiating entrepreneurship potentiality.
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