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A DEVELOPMENT THAT WILL HARDLY PUT INDIA AT EASE
The World Bank’s decision to halt its annual ‘Doing Business’ report
on data authenticity issues has major implications
On Thursday, the World Bank halted its annual publication, ‘Doing Business’ report, as it
detected irregularities of data for a few countries. A World Bank Press release of August 27 said:
“The integrity and impartiality of our data and analysis is paramount and so we are immediately
taking the following actions. We are conducting a systematic review and assessment of data changes
that occurred subsequent to the institutional data review process for the last five Doing Business
reports. We have asked the World Bank Group’s independent Internal Audit function to perform an
audit of the processes for data collection and review for Doing Business and the controls to
safeguard data integrity...”
Rankings and ‘Make in India’
Should we bother about it? Yes, perhaps. India has sought to improve its ease of doing
business index ranking, as a means to attract investments to achieve the targets set for ‘Make in
India’, that was announced in 2014. The initiative aims at: raising the manufacturing sector’s share in
GDP to 25% (from 16-17% per cent) and creating 100 million additional jobs in the manufacturing
sector by 2022. India’s success in boosting its ease of doing business ranking is spectacular, to 63rd
rank in 2019, up from the 142nd position in 2014. Policymakers celebrated it to signal India’s
commitment to “minimum government and maximum governance”, the ruling coalition’s winning
slogan in the 2014 general election.
The World Bank decision to audit the ‘Doing Business’ report for the last five years may soon
cause discomfort by shining a spotlight on the sharp rise in India’s ranking. In fact, in January 2018,
Justin Sandefur and Divyanshi Wadhwa’s study at the Center for Global Development found that the
improvement in India’s ranking was almost entirely due to methodological changes.
The case of Chile and Russia
During the same period, however, Chile’s global rank went down sharply, from 34th position
in 2014 to 67th in 2017. Chile’s former Socialist President (2014-18), Michelle Bachelet, accused the
World Bank of manipulating the ease of doing business index methodology to show her presidency in
poor light, while showing improvement in the ranking during the regime of the right-wing party.
Justin Sandefur and Divyanshi Wadhwa’s study of March 2018, with a reworking of the ranks with an
unchanging methodology showed very little change in Chile’s global rank. In 2017, World Bank’s
Chief Economist (and later, Nobel Laureate), Paul M. Romer admitted to the World Bank’s mistakes.
He said, “Based on the things we were measuring before, business conditions did not get worse in
Chile under the Bachelet administration,” He further added, “I didn’t do enough due diligence and
later realised that I didn’t have confidence in the integrity” of the report’s data.” — World Bank
Unfairly Influenced Its Own Competitiveness Rankings, The Wall Street Journal, January 2018. More
details are here.
The contrasting experience of Chile and India casts doubts on not just the country-level data
but also the changes in underlying methodologies. Therefore, the multilateral agency’s decision to
suspend the publication and conduct a systematic review of the reports of the last five years is
undoubtedly welcome.
Going beyond the data and methodology, does the ease of doing business index have
predictive power? Recent evidence about India is telling. While its rank pole vaulted, it has meant
nothing on the ground. The share of the manufacturing sector has stagnated at around 16-17% of
GDP, and 3.5 million jobs were lost between 2011-12 and 2017-18. Annual GDP growth rate in
manufacturing fell from 13.1% in 2015-16 to zero in 2019-20, as per the National Accounts Statistics.
To rub salt in the wound, India’s import dependence on China has shot up, compelling the Prime
Minister to announce yet another initiative — Atmanirbhar Bharat.
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It has been the same with Russia. Its ease of doing business rank jumped from 120 in 2012 to
20, six years later, taking Russia ahead of China, Brazil, and India, but without becoming a magnet for
investment inflows. China, on the contrary, attracted one of the highest capital inflows but its ease
of doing business ranking was low and hovered between 78 and 96 for the years between 2006 and
2017.
Many flaws
There are many shortcomings in the design and implementation of the index. The Indicators
used for the index are de jure (as per the statute), not de facto (in reality). The data for computing
the index are obtained from larger enterprises in two cities, Mumbai and Delhi, by lawyers,
accountants and brokers — not from entrepreneurs.
The World Bank’s own internal watchdog, the Independent Evaluation Group, in its 2013
report, has widely questioned the reliability and objectivity of the index. The World Bank conducts a
global enterprise survey collecting information from companies. Interestingly,there is no correlation
between the rankings obtained from ease of doing business and the enterprise surveys. Writing in
the well-regarded Journal of Economic Perspectives (Volume 29, Number 3 – Summer 2015), Mary
Hallward-Driemeier and Lant Pritchett said, “Overall, we find that the single numerical estimate of
legally required time for firms to complete certain legal and regulatory processes provided by the
Doing Business survey does not summarize even modestly well the experience of firms as reported
by the Enterprise Surveys.”
More seriously, the theoretical underpinning of the ease of doing business index is suspect.
There is little in any major strand of economic thought which suggests that minimally regulated
markets for labour and capital produce superior outcomes in terms of output and employment.
Economic history shows rich variations in performance across countries and policy regimes, defying
simplistic generalisations that inform the construction of the ease of doing business index.
Unfortunately, such simplistic homilies are used under a seemingly scientific garb of the
quantitative index to the disadvantage of workers. For instance, to meet the ease of doing business
targets, safety standards of factories are compromised. In 2016, the Maharashtra government
abolished the annual mandatory inspection of steam boilers under the Boilers Act of 1923 and the
Indian Boilers Regulation 1950. In its place “third party” inspection and employers’ self-certification
are mandated. Reportedly, however, no factory has complied with self-certification or submitted the
third party certification. Most other States have copied the Maharashtra practice. Hence, industrial
safety standards have been practically abolished. Such a change is truly a case of a “race to the
bottom”, to please the rating agency — NITI Aayog in this case.
Time for a rethink
To sum up, the World Bank’s decision to halt its annual ‘Doing Business’ report on account of
data authenticity issues of some countries has implications for India. Since 2015, the government has
invested considerable political and administrative capital to improve India’s global ranking, with
impressive success. But the enhanced ranking has failed to augment investment and output growth.
Why? Analytical and empirical foundations of the index are weak, if non-existent. The index is based
on de jure measures, and not on de facto conditions. There is no credible association between
improvement in ranking and a rise in capital formation and output growth, anywhere. Worst of all, it
is an ideologically loaded measure against the interest of workers. It is time the World Bank rethinks
its institutional investment in producing the ‘Doing Business’ report. India should do some soul
searching as to why the much trumpeted rise in global ranking has failed miserably on the ground.

Meanings of Difficult Words:
 hardly (adverb) – barely, only just, narrowly,
slightly.
 at ease (phrase) – relaxed, unworried,
contented, satisfied.

 halt (verb) – stop, end, cease, terminate.
 authenticity (noun)
–
reliability,
dependability, trustworthiness.
 seek (verb) – try, aim, attempt.
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 “Doing business” report (noun) – The Doing
Business Report (DB) is an annually published
report by the World Bank investigating the
regulations that enhance business activity
and those that constrain it. Doing Business
presents quantitative indicators on business
regulation and the protection of property
rights that can be compared across 190
economies-from Afghanistan to Zimbabweand over time.
 implications (noun) – consequence/outcome,
ramification, repercussion.
 irregularity (noun)
– impropriety,
incorrectness, wrongdoing.
 integrity (noun) – fairness, uprightness,
morality/honesty.
 paramount (adjective) – most important,
primary, first and foremost (thing), key.
 assessment (noun) – evaluation, appraisal,
analysis.
 subsequent to (phrase) – following, after, in
the wake of, at the close/end of.
 audit (noun) – inspection, examination,
appraisal/assessment, investigation.
 Ease of Doing Business Ranking (noun) –
Ease of doing business is an index annually
published by the World Bank. 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.
Doing business ranking is based on
quantitative indicators on regulation for
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.
 Gross domestic product (GDP) (noun) – a
measure of economic activity in a country. It
is the total value of a country’s annual output
of goods and service.
 shine a spotlight on (phrase) – To focus on
something (or) bring attention to something.
 manipulate (verb) – misrepresent, falsify,
distort.
 regime (noun) – government.

 in a (poor) light (phrase) – in a particular way
(i.e., bad, negative, etc.).
 laureate (noun) – a person who is honoured
with an award for outstanding achievement.
 due diligence (noun) – reasonable, careful
assessment/investigation done in advance.
 contrasting (adjective) – differing noticeably.
 casts doubts on something (phrase) – to
cause people to feel uncertain about
something.
 underlying (adjective)
–
fundamental,
basic, primary.
 multilateral (adjective) – involving many
different organisations.
 go beyond (phrasal verb) – to go past
something, to be more than something,
exceed.
 telling (adjective)
– striking,
revealing;
significant, important.
 pole vault (verb) – jump over, leap over, skip
over, leapfrog over.
 on the ground (phrase) – in a situation/place
where things are happening really/
practically.
 stagnate (verb) – decline/deteriorate, fall;
stand still, be sluggish.
 rub salt into the wound (phrase) – to make
an unpleasant situation even worse.
 shoot up (phrasal verb) – rise, go up, soar/
surge.
 compel (verb) – force, coerce, pressurize,
push.
 Atmanirbhar Bharat Abhiyan (or) Self-reliant
India Mission (noun) – the special economic
package totaling Rs 20 lakh crore by the
Indian government to tide over the Covid19 crisis and it would focus on land, labour,
liquidity and laws. It would benefit labourers,
farmers, honest tax payers, MSMEs and
cottage industry. This economic package
would be around the 10 per cent of India’s
GDP.
 magnet (noun) – attraction, focus, focal
point.
 inflow (noun) – a flow of a large amount of
something to a particular place.
 on the contrary (phrase) – conversely, just
the opposite.
 capital inflow (noun) – a steady movement
of capital (amount) into a place, economy,
activity etc.
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 capital outflow (noun) – money/assets
flowing out of (or leaving) a particular
country’s economy.
 hover (verb) – remain at a level.
 shortcoming (noun)
– fault,
flaw,
imperfection/defect.
 index (noun) – indicator, guide, mark,
measure.
 indicator (noun) – measure, index, gauge,
mark.
 de jure (adjective) – Latin, literally meaning
‘of law’; lawful, legitimate.
 statute (noun) – act/law, regulation, rule
(written & laid down by the legislature).
 de facto (adjective) – Latin, literally ‘of fact’;
existing, actual, effective.
 enterprise (noun)
–
company,
firm,
organization.
 entrepreneur (noun)
–
businessman,
businesswoman, business person.
 watchdog (noun)
– inspector/supervisor,
observer, ombudsman.
 Independent Evaluation Group (IEG) (noun)
– The Independent Evaluation Group (IEG)
evaluates the development effectiveness of
the World Bank Group. It provides evaluative
evidence to help the World Bank Group
deliver better services and results to its
clients.
 reliability (noun) – dependability, sureness,
trustability.
 objectivity (noun) – impartiality, fairness,
justness, neutrality, equitability.
 correlation (noun)
– similarity,
parallel,
resemblance.
 well-regarded (adjective) – well-respected,
well-esteemed, well-acclaimed.
 numerical (adjective) – relating to a number.
 regulatory (adjective)
– governmental,
supervisory, organizational, controlling.
 modestly (adverb)
– moderately,
fairly,
acceptably.
 theoretical (adjective)
– conceptual,
speculative, notional, untested/unproved.
 underpin (verb)
– support,
strengthen,
fortify, buttress.
 strand (noun) – element, aspect, factor/
feature.
 simplistic (adjective)
– oversimple/
oversimplified, schematic, facile.

 generalisation (noun)
– concept,
idea,
notion, thought, theory.
 homily (noun) – lecture, discourse, talk.
 seemingly (adverb) – as far as one knows, as
far as one can see; evidently, apparently.
 garb (noun) – an outward appearance, form,
guise.
 quantitative (adjective)
– numeric,
numerical, quantifiable.
 reportedly (adverb) – supposedly, seemingly,
apparently, allegedly.
 comply with (verb) – abide by, adhere to,
conform to.
 race to the bottom (phrase) – a competitive
state where a company, state or nations
attempts to undercut the competition’s
prices by sacrificing quality standards or
worker safety, defying regulations, or paying
low wages.
 please (verb) – satisfy, delight, make happy.
 rethink (noun) – reconsideration, review,
reassessment, re-evaluation.
 sum up (phrasal verb) – summarize, outline,
recap, put in a nutshell.
 on account of (phrase) – because of, owing
to, due to, by virtue of.
 considerable (adjective) – much, a lot of;
substantial.
 augment (verb) – increase, make larger,
make greater, enlarge, expand.
 analytical (adjective) – systematic, logical,
methodical, organized.
 empirical (adjective)
– factual,
actual,
practical, pragmatic.
 non-existent (adjective) – imaginary, unreal,
fictional.
 credible (adjective) – believable, acceptable,
reasonable, convincing.
 ideologically (adverb)
– dogmatically,
conventionally; in a method which relates to
an ideology.
 institutional (adjective)
–
systematic,
methodical, structured, regulated.
 soul-searching (noun)
– self-analysis,
introversion,
self-observation,
selfabsorption.
 trumpet (verb) – announce, declare,
proclaim loudly.
 miserably (adverb)
– terribly.
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