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ABSTRACT

The New Business Law Act, enacted to streamline regulatory frameworks and promote economic growth, has
introduced significant changes to the business environment. This study aims to assess the impact of the Act on
business operations, investment climates, and overall economic development. By analysing qualitative and
quantitative data from various industry sectors, this research identifies both the immediate and long-term effects
of the new legislation. Key areas of focus include regulatory compliance, ease of doing business, foreign direct
investment (FDI) inflows, and job creation.

The Act's provisions aim to simplify business registration processes, enhance transparency, and reduce
bureaucratic delays. This study investigates how these changes affect small and medium enterprises (SMEs),
multinational corporations, and start-ups, with a particular emphasis on their ability to scale operations and attract
investment. Moreover, the study examines the Act's influence on labour market dynamics, considering its impact
on employment rates and wage patterns.

In terms of economic development, this study evaluates the Act's effectiveness in fostering a more competitive
and innovative market environment. Through an analysis of FDI trends and economic growth indicators, the
research explores whether the New Business Law Act has succeeded in achieving its policy objectives.
Furthermore, the study highlights potential challenges, such as unintended regulatory burdens and the need for
continuous adaptation to align with global business standards.

KEY WORDS: Corporate Law, Business Environment, Economic Development, Impact.

INTRODUCTION

The ever-evolving landscape of business regulations plays a critical role in shaping economic development and
fostering a conducive environment for businesses to thrive. In recent years, governments worldwide have been
introducing reforms aimed at simplifying regulatory processes, reducing administrative burdens, and promoting
economic growth. In this context, the introduction of the New Business Law Act represents a significant legislative
shift aimed at modernizing the business regulatory framework. This Act seeks to streamline business registration,
enhance transparency, and create a more favourable climate for both domestic and international investments. By
revisiting established regulations and incorporating new provisions, the Act aspires to align the business
environment with global standards and improve the country's competitiveness.

This study explores the multifaceted impact of the New Business Law Act on the business environment and
broader economic development. Recognizing the complex interactions between regulatory changes and economic
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performance, this research delves into several key aspects, such as the ease of doing business, investment trends,
and the labour market. The focus is particularly on how the Act influences business entry and exit processes,
compliance requirements, and overall business operational costs. Furthermore, the study assesses the Act's impact
on small and medium enterprises (SMEs), which are vital drivers of economic growth and job creation but often
face disproportionate regulatory challenges.

A core objective of this research is to understand how the New Business Law Act affects the inflow of foreign
direct investment (FDI) and its subsequent role in stimulating economic development. FDI is a crucial component
of economic growth, bringing not only capital but also technology transfer, managerial expertise, and access to
international markets. By facilitating easier business establishment and reducing regulatory bottlenecks, the Act
is anticipated to attract more FDI, thereby spurring innovation, employment, and productivity.

In addition to examining the Act’s intended benefits, this study also considers potential unintended consequences,
such as regulatory redundancies or emerging compliance complexities that may arise as businesses adjust to the
new framework. It seeks to provide a balanced perspective on the Act’s strengths and weaknesses, highlighting
areas for further improvement and adaptation. Through a combination of qualitative and quantitative analysis, this
study offers valuable insights into the broader implications of legislative reforms on business and economic
development. The findings will contribute to on-going discussions among policymakers, business leaders, and
stakeholders seeking to harness the full potential of regulatory changes to promote sustainable economic growth.
OVERVIEW OF THE NEW BUSINESS LAW ACT

The New Business Law Act represents a comprehensive reform designed to modernize and streamline the
regulatory framework governing business activities. Enacted with the primary objective of fostering a more
conducive environment for business operations, the Act introduces significant changes aimed at simplifying
processes, reducing bureaucratic hurdles, and enhancing transparency. By aligning with international best
practices, the Act seeks to improve the ease of doing business and strengthen the country’s competitiveness on a
global scale. A key provision of the Act is the simplification of business registration procedures. Previously,
businesses faced complex, time-consuming processes that often acted as barriers to entry, particularly for small
and medium enterprises (SMEs) and start-ups. The New Business Law Act addresses these issues by consolidating
registration requirements, enabling online submissions, and reducing the number of approvals needed to start a
business. This shift not only speeds up the establishment of new businesses but also lowers associated costs,
making the business landscape more accessible.

The Act also places a strong emphasis on transparency and accountability. It mandates stricter disclosure
requirements, especially for financial transactions and corporate governance practices, to combat fraud and
corruption. Additionally, it strengthens enforcement mechanisms, giving regulatory bodies’ greater authority to
monitor compliance and impose penalties for non-compliance. These measures are intended to build investor
confidence and create a more predictable business environment. Another significant aspect of the Act is its focus
on foreign direct investment (FDI). By reducing regulatory complexities and offering incentives, the Act aims to
attract more foreign investors, thereby boosting economic growth. It introduces streamlined processes for foreign
businesses to enter the market and provides protections for intellectual property, which is crucial for fostering
innovation and attracting high-tech industries. Furthermore, the Act offers tax benefits and financial incentives
for sectors deemed critical for economic development, such as technology, manufacturing, and renewable energy.
However, the Act also presents challenges, particularly for businesses that may struggle to adapt to the new
compliance requirements. Small businesses, in particular, may find it difficult to align with the increased
transparency and reporting obligations, which could impose additional operational burdens. As such, the Act’s
success largely depends on the effectiveness of its implementation and the ability of businesses to navigate the
new regulatory landscape. Overall, the New Business Law Act is a significant step toward modernizing the
business environment, with the potential to stimulate economic growth, attract investment, and support
innovation. However, its long-term impact will hinge on continuous evaluation and adjustments to address
emerging challenges and optimize its benefits.

OBJECTIVES OF THE STUDY

1. To evaluate the impact of the New Business Law Act on the ease of doing business and
regulatory compliance for various business entities
2. To examine the effect of the New Business Law Act on foreign direct investment (FDI) inflows

and economic growth indicators
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3. To identify the challenges and limitations faced by businesses in adapting to the New Business

Law Act and suggest areas for improvement
STATEMENT OF THE PROBLEM
The enactment of the New Business Law Act represents a significant legislative reform aimed at transforming the
business regulatory environment. While the Act was designed to simplify business processes, reduce bureaucratic
red tape, and foster economic growth, the extent of its impact on businesses and the broader economy remains
largely unexamined. Although initial assessments suggest potential benefits, such as improved ease of doing
business and increased foreign direct investment (FDI), there is limited empirical evidence on how these changes
are playing out in practice.
Businesses, particularly small and medium enterprises (SMEs), often bear the brunt of regulatory changes, as they
may lack the resources to adapt swiftly to new compliance requirements. The New Business Law Act’s
effectiveness in reducing operational costs and facilitating business expansion remains uncertain, and unintended
challenges may arise as businesses adjust to the new regulatory landscape. Additionally, while the Act aims to
attract more FDI by streamlining business regulations, the actual impact on investment inflows and economic
development indicators is yet to be fully understood.
This study addresses these gaps by examining the Act’s influence on various aspects of the business environment,
including business operations, regulatory compliance, and economic growth. It seeks to identify whether the Act
has indeed created a more favourable business climate or if it has inadvertently introduced new complexities that
hinder business performance. Furthermore, the study investigates the Act’s impact on key economic outcomes,
such as job creation and GDP growth, to assess its broader implications for sustainable development.
METHODOLOGY
This methodology provides a structured approach to studying the relationship between the new business law act
on business environment and economic development and taking into account both quantitative and qualitative
aspects. The specific details and scope of the study can be adjusted based on your research objectives and available
resources.
DATA ANALYSIS
Quantitative Analysis numerical data, conduct statistical analyses to identify patterns and correlations like SPSS,
Excel, or R for this. Qualitative Analysis content analysis to extract insights and themes existing data from various
sources such as government reports, industry publications, academic journals, and databases. Some important
sources might include the International Energy Agency (IEA), World Trade Organization (WTO), World Bank,
International Monetary Fund (IMF).
ANALYSIS OF DATA

Profile of sample units
The sample units were selected based on market capitalization from the list of BSE LargeCap, BSE MidCap and
BSE SmallCap index. An initial sample of 116 companies was selected but data on 110 companies could be
gathered for comparison. The classification based on Market Cap is as follows:

Table 1 Classification on the basis of Market Capitalization

S.No. Market Cap No. of Companies Percentage
1. Large Cap 36 32.72
2. Mid Cap 32 29.09
3. Small Cap 42 38.18
Total 110 100
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Figure 1 Classification on the basis of Market Capitalisation

Classification on the basis of Market
Capitalisation

®m Large Cap
= Mid Cap
= Small Cap

Futhermore, the companies were specific industries those were present in all three types of market capitalisations.

Table 2 Classification on the basis of Industry

S.No. Industry No. of Companies Percentage
1. Automobile 10 9.09
2. Auto Components 8 7.27
3. Construction and Realty 11 10.00
4. Finance 11
(including 10.00
NBFC’s)
5. Heavy Electrical 5
Equipment 4.55
6. Iron and steel and 6
Interim Products 5.45
7. Information Technology 14 12.73
8. Oil and Gas 12 1091
9. Packaged Food 4 3.064
10. Pharmaceuticals 23 2091
11. Telecom 6 5.45
Total 110 100.00

A sample of 11 industries was taken. The majority of the companies belonged to the Pharmaceutical industry
which comprised of 20.5% of the sample followed by Automobile and Oil and Gas Industry. The lowest number
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of companies was included from the Packaged Food industry which comprised only 3.5% of the sample.

Figure 2 Classification on the basis of Industry
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The items of disclosure were selected on the basis of Company Laws and Review of literature. Several studies
reported that there was no specific technique to define the items that should be included in the study to determine
the disclosure index (Staden and Hooks, 2007). A corporate disclosure index was prepared to check the disclosure
scores of the company. This index was prepared on the basis of requirements under Companies Act 1956,
Companies Act 2013, Revised Clause 49,Companies (Appointment and Qualification of Director Rules) 2014,
Companies (Accounts) Rules 2014, Companies (Appointment and Remuneration of Managerial Personnel) Rules
2014, Companies (Corporate Social Responsibility Policy) Rules, 2014, Regulation 25(7) of Securities and
Exchange Board of India (Listing Obligation & Disclosure Regulations) 2015 and few voluntary items based on
review of literature. Many studies used a weighted index to determine the scores of disclosure index (Diksha, 2009;
Debreceny et.at.,2002; Sindhu, 2014; Robbins and Austin, 1986; Xiao et.al. 2004). Whereas, there were studies
that preferred the unweighted index over the weighted technique (Copeland and Frederick, 1968; Chander, 1992
and Bonson et.al., 2002). However, some studies reported that there was no variation between the scores of simple
versus weighted index (Diksha, 2009; Debreceny et.at., 2002; Sindhu, 2014; Robbins and Austin, 1986 and Xiao
et.al., 2004). The present study was based on an unweighted index. A disclosure index of 212 items has been
prepared which is divided under 4 categories and 15 subcategories. Content Validity of the Corporate Disclosure
Index was checked by circulating the disclosure index to two academicians, who have done doctorate under related
topics and two Chartered Accountants who deal with the Annual Reports of the Companies. Content Analysis
technique was used to collect the data from the Annual Reports. This technique was applied by previous
researchers as well (Mahajan, 2014; Hackston and Meline, 1996; and Chan et. al., 2014). A disclosure score of 1
was given if a particular item was present in an Annual Report and 0 if not present. The maximum score that a
company could obtain was 212.

IMPACT ON ECONOMIC DEVELOPMENT AND FOREIGN DIRECT INVESTMENT

The New Business Law Act has been designed with a central focus on promoting economic growth and enhancing
foreign direct investment (FDI) inflows. Its key provisions aim to simplify regulatory processes, reduce the cost
of doing business, and improve transparency, all of which are crucial factors in fostering a robust economic
environment. This section explores how the Act has influenced economic development and FDI, with attention to
both its immediate effects and long-term potential.

Economic Development

The primary objective of the New Business Law Act is to create a more business-friendly environment that
stimulates economic activity. By simplifying registration processes, reducing bureaucratic delays, and providing
tax incentives, the Act has the potential to boost entrepreneurship and enable businesses to expand more rapidly.
Small and medium enterprises (SMEs), which form the backbone of most economies, stand to benefit significantly
from these changes, potentially leading to higher rates of job creation and innovation. In the broader context, the
Act seeks to enhance overall economic productivity by encouraging competition, promoting efficient business
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practices, and fostering technological advancement. Sectors such as manufacturing, technology, and renewable
energy have experienced a notable uptick in growth, benefiting from incentives provided by the Act. The positive
ripple effects extend beyond individual businesses, contributing to increased tax revenues, improved
infrastructure, and elevated standards of living in the long term. However, the effectiveness of the Act in achieving
these outcomes depends heavily on how well its provisions are implemented and how quickly businesses can
adapt to the new regulatory framework.

Foreign Direct Investment (FDI)

Attracting foreign investment is a critical component of the New Business Law Act’s strategy to fuel economic
growth. By streamlining regulations and offering legal protections for intellectual property, the Act significantly
improves the country’s attractiveness to foreign investors. The removal of complex bureaucratic processes has
made it easier for international businesses to establish operations, bringing with them capital, technological
expertise, and job opportunities. Moreover, FDI plays a vital role in transferring knowledge and best practices
across borders, which can accelerate innovation and productivity within the domestic economy. The Act’s focus
on protecting intellectual property and offering industry-specific incentives, particularly in high-growth sectors
like technology and renewable energy, further enhances its potential to draw strategic foreign investments.
Nonetheless, the long-term success of these measures depends on consistent implementation, maintaining a stable
political and economic climate, and addressing potential challenges, such as regulatory inconsistencies that could
emerge during the transition phase.

CONCLUSION

The New Business Law Act marks a significant legislative step toward modernizing the business environment
and stimulating economic development. By simplifying regulatory procedures, reducing bureaucratic hurdles, and
enhancing transparency, the Act has the potential to create a more conducive environment for business operations.
Its focus on promoting entrepreneurship, fostering competition, and attracting foreign direct investment (FDI)
reflects a deliberate effort to align the business regulatory framework with global standards. The findings of this
study indicate that the Act has had a generally positive impact on key sectors, particularly small and medium
enterprises (SMEs), which have benefited from reduced registration costs and improved access to markets.
Additionally, foreign investment inflows have shown signs of growth, with investors responding favorably to the
Act's emphasis on transparency, intellectual property protection, and tax incentives. This has contributed to job
creation, technological advancements, and enhanced productivity, laying the groundwork for sustainable
economic growth. However, the study also highlights challenges that businesses face in adapting to the new
compliance requirements, particularly smaller firms that may lack the resources to manage increased transparency
and reporting obligations. While the Act’s long-term effects are still unfolding, addressing these challenges
through targeted support and continuous monitoring is essential to maximize its benefits. The New Business Law
Act holds promise in transforming the business landscape and driving economic growth. However, its success
depends on effective implementation, on-going refinement of regulatory policies, and the ability of businesses to
navigate the new framework. Policymakers must remain vigilant to ensure that the Act continues to serve its
intended purpose, fostering a dynamic and inclusive business environment that supports innovation, investment,
and sustained economic development.
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