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ABSTRACT

Ease of doing business in the Indian capital market has a big influence on financial stability,

economics, and investor confidence. This dissertation surveys legislative, structural, and
procedural factors that have bearing on market accessibility, efficiency, and investor
protection. It looks at the role of important regulatory agencies, especially the Securities and
Exchange Board of India (SEBI), in combating unfair market practices while ensuring a
conducive environment for business.”

This study looks at how issues related to corporate governance, procedural bottlenecks, and
regulatory constraints fail free market operations. The approach adopted to assess, is
comparative in nature, highlighting, international standards and features inspired from US, UK
and Singapore. Moreover, the study also measures digital transformation effectiveness.

The emphasis will be on the needed policy shifts to: 2.03 facilitate doing business; 4.02
strengthen investor protection; and 5.05 ensure regulation is balanced and does not stifle
innovation. This dissertation seeks to identify policies for strengthening transparency,
eliminating compliance hurdles, and enhanced India's ranking on world indexes for ease of
doing business. Thus, this study is pertinent to enhance the existing literature on changes in

capital markets, and has implications for regulators, policymakers and market players.

KEYWORDS: Ease of Doing Business, Indian Capital Market, Securities and Exchange Board
of India (SEBI), Investor Protection, Regulatory Framework
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CHAPTER 1
INTRODUCTION

1.1 Overview:

The Indian capital market is a significant support of the economy of the country, acting as a
platform for funds raising, investment, and assisting in the overall development of businesses
and industries. The Indian economy has witnessed robust economic growth in recent years, and
the capital markets have been a major driver in this growth. Since the nation is making efforts
towards world economic height advancement, one of its key aims was to enhance the country's
ease of business (EODB). Capital market, being one of the foundation pillars of such a business
climate, also has its own hurdles that continue to limit growth and world competitiveness
potential. Company Simplicity (EODB) is a global composite indicator capturing the national
business environment, ranging from regulations to business process and general management.
India wants to enhance its role on the beach of EODB as a world economic community
member. 1The government has brought about a series of regulatory reforms and proposals, most
notably concerning capital markets for procedural streamlining, ease of direct foreign
investment (PH) and maximum compliance requirements. Though there is an attempt made,
there are huge hurdles ahead for the Indian capital market, inhibiting transparent business
activities. Such problems include intricate regulatory regimes to lack of investors' protection,
inefficiency in the functioning of the market, and delayed testing.?

Capital market regulation is vital in India, where it is ensured to be transparent and protected
for investors, by the Indian Exchange and Securities Council of India (SECI). It is the most
important regulating agency responsible for regulating and developing the Indian securities
market. Although SEBI has a vital role to play, compliance with rules is always in trouble
because of an inadequate infrastructure. The absence of investor confidence, the mechanism of
delayed court judgments. These issues affect not only domestic investors, but they also affect
the potential for growth of the entire market since they deter foreign investors from accessing

the market.

! Ministry of Finance, Government of India, "Economic Survey 2023-24," Department of Economic Affairs, 2024,
p. 15.

2Ramesh S. K., "Legal Framework of Indian Capital Markets," Journal of Indian Financial Regulation, 2019, Vol.
12, Issue 3, p. 98.
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Among the key issues that are common in the Indian capital market is the complexity of the
regulatory and compliance environment that leads to delays in approvals and licenses, leaving
companies that are applying to access the market with very little time.® The market also does
not have adequate protection frameworks, and the investors are exposed to fraud, manipulation
of the market, and not having important information disclosed to them. These regulatory
loopholes are stifling the growth of a strong and trust-based market able to access investments,
both domestic and foreign. Facilitating World Bank's business is making it the ideal metric to
measure the ease of doing business in the country and find areas to enhance. Having moved
fairly well, India is still grappling with ease of doing business in the capital market. Even with
the improvement of the regulatory environment, problems like delay in processing of
regulatory approvals, fair application of principles and poor investor guarantees still draw the
market. All these combined make Indian capital markets inefficient and cumbersome, and
investors and entrepreneurs are unable to do business with ease. This paper aims at critically
examining issues and problems associated with ease of doing business in India's capital market.
It assesses prevailing regulatory systems, greatly appreciate the role played by institutions like
SEBI, and identify challenges and hindrances for investors. Further, the thesis will examine
regulatory reforms that will address such challenges and suggestions to enhance market

efficiency, transparency and investor protection.*

1.2 Literature Review
1. "Indian Capital Market: An Overview" by V. A. Avadhani®

This book provides a comprehensive overview of the Indian capital market and its evolution.

Avadhani explores the regulatory framework, the functioning of stock exchanges, and
investment avenues. While it doesn’t focus solely on "ease of doing business," it offers in-depth
insights into the workings of the capital market, including issues like transparency, investor
protection, and the efficiency of regulatory bodies, which are key components in assessing
business ease.

2. ""Regulatory Framework of the Indian Capital Market™ by P. K. Jain

Jain’s book focuses on the various regulatory frameworks governing the Indian capital market.

It examines the role of SEBI, the stock exchanges, and other regulatory authorities, as well as

3 K. Subramanian, "Challenges to Market Development in India,”" Asian Economic Policy Review, 2022, Vol. 7,
p. 129

4 G. Prakash, "Regulatory Issues in India’s Securities Market," Journal of Financial Law, 2021, Vol. 18, p. 48.

5 Avadhani, V. A. Indian Capital Market: An Overview. Himalaya Publishing House, 2014.
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the challenges that businesses face when entering the market. The book also analyzes the
complexities of compliance, and how regulatory reforms have impacted the ease of doing
business.

3. "Capital Market Reforms in India™ by D. S. R. Murthy®

Murthy offers a deep dive into the reforms in India’s capital markets, discussing how regulatory
changes have impacted the investment environment. This book also examines the issues
businesses face in navigating the regulatory landscape and suggests improvements to enhance
the ease of doing business.

4. 'Security Markets and Investment Practices in India" by D. K. Jain and S. P. Gupta’
This book analyzes the evolution of Indian capital markets and the investment practices
prevalent in the country. The authors touch upon market instruments, regulations, and investor
behavior, presenting a comprehensive view of the challenges and issues related to ease of entry
and business operations in the capital markets.

5. "Indian Financial System' by M. Y. Khan?

A seminal work on India’s financial system, Khan’s book covers all key elements, from
banking to insurance to securities. It gives a detailed account of the reforms made to simplify
the process of doing business in the financial sector. By analyzing the capital market as part of
the larger financial system, it sheds light on business challenges like complex regulations and
market inefficiencies.

6. "'Corporate Governance and Capital Markets in India" by C. R. S. Pillai®

Pillai’s book focuses on the relationship between corporate governance and capital markets in
India. It discusses how governance issues can create obstacles in the ease of doing business in
the capital markets. The book also emphasizes regulatory changes needed to foster better
corporate practices, making it relevant to understanding concerns and opportunities for
businesses in the Indian capital market.

7. "Investment Analysis and Portfolio Management™ by Prasanna Chandra

Chandra’s text, while more focused on investment strategies and portfolio management, also
touches on regulatory aspects, market liquidity, and the operational difficulties businesses face
when raising capital. The book critiques the ease with which investors and businesses can

access capital, offering insights into the regulatory and procedural complexities.

& Murthy, D. S. R. Capital Market Reforms in India.

7 Jain, D. K., and Gupta, S. P. Security Markets and Investment Practices in India. Himalaya Publishing House,
2003

8 Khan, M. Y. Indian Financial System.

° Pillai, C. R. S. Corporate Governance and Capital Markets in India. Himalaya Publishing House, 2001.
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8. "Indian Stock Market: A Legal Perspective™ by P. S. S. P. Sharma

Sharma’s book delves into the legal framework of India’s stock market, addressing investor
protection laws, corporate governance norms, and the role of the Securities and Exchange
Board of India (SEBI). It offers a legal critique of the regulations affecting business operations
and how they influence the ease of doing business in the market.

9. "Capital Market: A Study of Indian Financial Markets™ by P. K. Khandelwal

This book looks at the capital market from a microeconomic perspective, analyzing the
structure, regulations, and functioning of India’s stock exchanges. It identifies the challenges
businesses face in capital formation and highlights the regulatory inefficiencies that complicate
the ease of business in India’s capital markets.

10. "Financial Markets and Institutions™ by L. M. Bhole

Bhole’s work is an excellent resource for understanding India’s financial markets and
institutions. It covers the regulatory environment, financial instruments, and the role of various
institutions in shaping the capital market. The book critiques the ease of doing business,

especially for new entrants, and discusses regulatory hurdles and systemic inefficiencies.

ARTICLES

1. Bhattacharya, S. & Sharma, R. (2022) — ""Regulatory Reforms and Market Efficiency:
Analyzing SEBI’s Role in India’s Capital Markets' (Journal of Financial Regulation &
Compliance)

Description:

This article examines SEBI’s regulatory initiatives to enhance transparency, reduce market
manipulation, and promote investor protection. It highlights the impact of SEBI’s amendments

on market liquidity, foreign investments, and ease of capital raising for Indian companies.

Research Gaps:

Does not analyze the post-2021 reforms, including SEBI’s IPO framework changes and
corporate governance amendments.

Lacks an empirical study on how regulatory compliance costs affect businesses, particularly
MSMEs and startups.

2. Mehta, P. (2021) — ""Foreign Portfolio Investments in India: Barriers to Market Entry
and Policy Recommendations™ (Indian Journal of Capital Markets)

Description:
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The article provides an in-depth analysis of foreign portfolio investments (FPIs) in India,
highlighting regulatory challenges such as taxation policies, repatriation rules, and compliance
requirements. It discusses the role of SEBI, RBI, and the Ministry of Finance in shaping a more
investor-friendly regulatory environment.

Research Gaps:

Does not evaluate the impact of SEBI’s 2023 amendments on foreign investment.

Does not offer a comparative analysis with emerging markets such as Brazil, China, or South
Africa to determine the relative ease of market entry for India.

3. Kumar, R. (2020) - ""Impact of Corporate Governance on Capital Market Accessibility
in India™ (Indian Journal of Corporate Law & Governance)

Description:

This article discusses how corporate governance reforms, including the Companies Act, 2013
and SEBI’s LODR Regulations, influence investor confidence and capital accessibility. It
provides case studies on how governance failures impact market stability.

Research Gaps:

Limited discussion on how corporate governance reforms impact ease of doing business.
Does not address recent SEBI enforcement actions against non-compliant firms and their

broader implications.

4. Nair, V. & Sen, A. (2019) - ""Technological Disruptions in Indian Capital Markets: The
Role of Fintech and Regulatory Sandboxes' (Economic & Political Weekly)

Description:

The article explores how financial technology (FinTech), blockchain, Al-driven trading, and
robo-advisors are transforming Indian capital markets. It highlights SEBI’s regulatory sandbox
framework, evaluating its effectiveness in promoting innovation while ensuring regulatory
compliance.

Research Gaps:

Lacks empirical data on the success rate of startups using SEBI’s regulatory sandbox.

No detailed discussion on cybersecurity challenges and data privacy concerns in digital trading.

5. Chopra, D. (2023) — "Ease of Doing Business in India’s Capital Market: A Post-
Pandemic Assessment'* (Harvard Business Review India)

Description:
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This paper analyzes India's Ease of Doing Business (EoDB) rankings for capital markets and
quantifies the effects of COVID-19-induced regulatory changes, e-KYC, and trading platforms.
It determines if new policy interventions have enhanced capital raising for firms.

Gaps in research:

Insufficient analysis of the long-term policy effects of pandemic reforms.

No analysis of how regulatory reforms in the capital markets benefit SMEs and unlisted firms.

1.3 Research Objective

1. To examine the regulatory framework governing the Indian capital market, with a focus
on SEBI, RBI, and other regulatory bodies, and analyze the impact of SEBI’s recent
reforms on the ease of capital raising, market transparency, and investor confidence.

2. Toevaluate the challenges faced by businesses in accessing capital markets, including IPO
processes, bond issuances, and foreign investments.

3. To assess the role of technology in enhancing market accessibility through fintech
innovations, digital trading, and online KYC processes.

4. To identify compliance burdens and regulatory bottlenecks that hinder ease of doing
business in capital markets.

5. To compare India’s capital market with other emerging economies like China, Brazil, and
Singapore in terms of ease of doing business.

6. To study the role of foreign investors and assess the effectiveness of FDI and FPI
regulations in attracting global investments, while analyzing investor protection

mechanisms and their impact on market participation and confidence.

1.4 Research Methodology

This research uses a high-standard and doctrinal research method to examine the simplicity of
Indian companies in the Indian capital market. The research relies predominantly on secondary
data sources, which include legislative provisions, regulatory guidelines, court judgments and
scientific articles. Comparative analysis is also undertaken to determine the structure of Indian
capital markets with respect to other development economies like China, Brazil and Singapore.
The research is based on the original sources such as SEBI guidelines, Business Act 2013,
judgments from Supreme Court and High Court and regulatory documents prepared by
authorities like RBI, SEBI and the Ministry of Finance. Further, secondary sources like books,
review articles, research articles and international organization reports like the World Bank,

the OECD and the IMF are reviewed to gain a comprehensive understanding of the topic. The
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research is descriptive and analytical in nature, critically evaluate the gaps in regulations,
investor fears and the effectiveness of capital mobilization mechanisms in India. But the
research only covers the formal and regulated capital markets and does not include the informal
financial systems. It is not based on empirical evidence or original surveys but on political and
legal analysis. The main scope is still confined to recent regulatory developments between 2020
and 2024, evaluating their implications on market access, investor confidence, and ease of

doing business in general.

1.5 Research Questions

1. What are the key regulatory frameworks governing the Indian capital market, and how do
they impact ease of doing business?

2. How have SEBI’s recent reforms influenced capital market accessibility, investor
confidence, and transparency?

3. What challenges do businesses, including startups and SMEs, face in raising capital
through IPOs, bonds, and other investment avenues?

4. How does technology, including fintech and digital trading platforms, enhance or hinder
ease of doing business in the Indian capital market?

5. What are the major compliance burdens and regulatory bottlenecks that affect market
participants?

6. How does India’s capital market compare with other emerging economies like China,
Brazil, and Singapore in terms of ease of doing business?

7. What role do foreign investors (FDI and FPI) play in India’s capital market, and how
effective are current regulations in attracting global investments?

8. How do investor protection mechanisms contribute to market participation and
confidence?

9. What policy reforms and structural changes are needed to enhance ease of doing business

in the Indian capital market?

1.6 Research Hypotheses

H1. The simplicity of doing business in the Indian capital market is influenced by a variety of
regulatory, technical and structural factors. This study assumes that current regulatory
frameworks, including SEBI reforms, play a critical role in market affordable training and

investor trust.
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H2. compliance mechanisms, and technological advances have a significant impact on market
efficiency.
1.7 Rationale of the Study

The rationale for studying the topic Ease of Doing Business in the Indian Capital Market: Issues
and Concerns lies in the critical role that capital markets play in economic development and
investment growth. As India strives to position itself as a global economic leader, the
accessibility, efficiency, and inclusiveness of its capital market are fundamental to attracting
domestic and foreign investments and fostering sustainable growth. Despite reforms and
advancements, various systemic and operational challenges persist, hindering the ease of doing
business within this sector. This study seeks to address the growing need for a comprehensive
understanding of the factors affecting the ease of doing business in Indian capital markets. By
analyzing procedural inefficiencies, regulatory hurdles, infrastructural gaps, and other
concerns, the research aims to shed light on the barriers that businesses and investors face. The
findings will offer insights into the effectiveness of existing reforms and policies, while
identifying areas that require improvement or innovation. Moreover, this study is particularly
relevant in the context of India’s ambitions to improve its standing in global ease of doing
business rankings. Given the increasing globalization of financial markets, understanding how
India’s capital market compares to its international counterparts is essential for designing
strategies that align with best practices. The research holds the potential to contribute valuable
recommendations that policymakers, regulators, and industry leaders can leverage to enhance
the operational efficiency and competitiveness of the capital market. Ultimately, the study’s
rationale is grounded in its significance for shaping a vibrant and investor-friendly financial
ecosystem in India. By exploring the issues and concerns surrounding ease of doing business,
the research aspires to advance knowledge, inform policy reforms, and pave the way for robust

market development.

1.8 Limitation of the Study

A key limitation of the study on Ease of Doing Business in the Indian Capital Market: Issues
and Concerns is its reliance on secondary data sources such as government reports, regulatory
filings, and prior academic research. While these sources provide valuable insights, they may
not fully capture real-time challenges or emerging trends in the rapidly evolving financial
landscape. Furthermore, the dynamic nature of regulatory policies and capital market practices
means that the study reflects the current state of affairs but may not account for future changes

or reforms that could significantly alter the ease of doing business. This limitation emphasizes
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the need for periodic updates or follow-up studies to maintain the relevance and applicability
of the research findings.

1.9 Scheme of Study

Chapter 1: Introduction

This chapter introduces the study with a basic introduction of it by discussing its background,
significance, purpose, and study questions. The chapter identifies the necessity of smooth doing
business in the Indian capital market and its implications for economic growth and financial
inclusion. The chapter also sketches the study scope and limitations for ensuring focused
methodology. It further delineates the research methodology with an explanation of the
qualitative and doctrinal methodology adopted for the collection and analysis of data. The
chapter has concluded with the elucidation of the structure of the dissertation to provide readers
with a roadmap of the following chapters.

Chapter 2: Theoretical Framework and Regulatory Evolution

The chapter elucidates the ease of doing business conceptual framework of capital markets and
how this could be integrated in India. It gives a historical perspective on the Indian capital
market, its development from traditional stock exchanges to current-day electronic trading
platforms. The functioning of major players like SEBI, investors, stock exchanges, and
regulatory bodies is discussed in great detail. The legal and regulatory structure of capital
markets, including SEBI regulations, the Companies Act, and FEMA, is also discussed.
Besides, it also mentions contemporary reforms and policy measures for enhancing market

efficiency and investor confidence.

Chapter 3: Key Issues and Challenges in Ease of Doing Business

This chapter recognizes and critically examines the key issues that prevent ease of doing
business in the Indian capital market. It addresses procedural and regulatory hurdles,
compliance costs, and uncertainty of regulatory change. The chapter also examines corporate
governance issues, investor protection regimes, and market infrastructure bottlenecks. The
chapter further examines the impact of technology on solving these problems, with a focus on

how digital innovations can improve capital market operations.

Chapter 4: The Role of SEBI and Other Regulators
The chapter covers the role that SEBI has played in facilitating ease of doing business through

market-supporting policies and regulatory reforms. It covers the efforts made by SEBI, such as
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the regime of a regulatory sandbox, to facilitate financial market innovations. In addition, the
chapter explores the role of other key regulatory bodies such as the RBI, the Ministry of
Corporate Affairs, and the stock exchanges in facilitating free flow of the market. Case studies
regarding SEBI reforms and their impact on the market participants are also included, along

with a discussion of regulatory enforcement issues.

Chapter 5: Comparative Analysis with Global Capital Markets

This chapter contrasts India's capital market system with advanced economies like the USA,
UK, and Singapore. It discusses regulatory efficiencies, the ease of capital raising, and investor
protection frameworks in these economies. Global best practices are identified, which give
valuable lessons on how India can improve its market efficiency. The chapter concludes by
suggesting policy reforms that India can make in order to improve its ranking in ease of doing

business and competitiveness in global financial markets.

Chapter 6: Investor Sentiment and Market Accessibility

This chapter shifts the attention from the market to the investors and analyzes the accessibility
of the market for retail as well as institutional investors. It analyzes the problem of Foreign
Direct Investment (FDI) and Foreign Portfolio Investment (FP1), especially regulatory hurdles
and the cost of compliance. The role of taxation policy in investor involvement and confidence
is also analyzed. Apart from this, the impact of financial technology (FinTech) on deepening
market access and investor involvement is examined focusing on digital trading platforms and

robo-investment solutions.

Chapter 7: Digital Transformation and Market Innovations

This chapter analyzes the effect of digital transformation on the Indian capital market with
particular reference to technological innovation and its contribution to efficiency and
transparency. It discusses the possibilities of blockchain technology in making transactions
secure, the emergence of algorithmic and high-frequency trading, and the risks and rewards
associated with them. Cybersecurity issues in electronic financial markets are also briefly
discussed, highlighting the necessity for regulatory measures to protect against cyber attacks

and maintain data security.

Chapter 8: Conclusion and Suggestion

The concluding chapter provides a summary of the key findings of the research regarding the
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critical factors affecting ease of doing business in India's capital market. It makes concluding
remarks on the success of regulatory reforms, accessibility to the market, and investor
confidence. The chapter provides final policy recommendations for improvement and
regulatory reforms. The dissertation concludes by stating that there must be constant reform

and innovation so that India may continue to remain competitive in global financial markets.

1.10 Mode of Citation
This research adopts the Indian Law Institute (ILI) Citation Style, a widely accepted legal

citation format in India. All references, including books, journal articles, case laws, statutes,
reports, and online sources, are cited using footnotes to maintain academic integrity and
provide proper attribution. Books are cited with the author's name, title, edition, publisher, and
year of publication, while journal articles include the author's name, article title, volume,
journal name, page number, and year. Case laws are referenced with their official citations,
court names, and year of judgment. Statutory provisions are cited by mentioning the name of
the statute, section number, and year of enactment. Reports and official documents are cited
with the report name, issuing authority, page number, and year of publication. For online
sources, the author's name, title, source, date of access, and URL are included. The adherence
to the ILI citation method ensures uniformity, credibility, and scholarly rigor

throughout the research.
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CHAPTER 2
THEORETICAL FRAMEWORK AND REGULATORY EVOLUTION

2.1 Introduction

The chapter on theoretical framework and regulatory evolution aims to establish a solid
conceptual foundation for understanding the development and transformation of regulatory
mechanisms in India over time. By delving into pertinent theories and models, this chapter
provides the necessary analytical tools to examine the evolution of regulatory frameworks and

their impact on business operations, governance, and economic progress.

At the heart of this chapter is the exploration of various economic and administrative theories
that underpin regulatory practices. For instance, the public choice theory, which discusses the
dynamics of government decisions, and the agency theory, which emphasizes the relationship
between regulatory bodies and businesses, offer critical insights into the rationale behind
regulatory interventions. The chapter examines these theoretical constructs in detail,

demonstrating their relevance to the Indian context.

The chapter also traces the historical trajectory of regulatory evolution in India, beginning with
the post-independence era, when the state adopted a more interventionist approach to regulate
industries and facilitate economic development. It discusses key milestones such as the
liberalization reforms of 1991, which marked a turning point in regulatory policies,
transitioning from stringent controls to market-oriented frameworks. The emergence of
autonomous regulatory bodies like SEBI, IRDAI, and TRAI is explored as significant

developments in India's regulatory ecosystem.

Furthermore, this chapter delves into the factors driving regulatory evolution, including
globalization, technological advancements, and socio-political changes. The interplay between
domestic needs and international standards is discussed, highlighting how India's regulatory
frameworks have adapted to accommodate global best practices while addressing unique

challenges faced by its diverse economy.

The chapter also examines the impact of regulatory evolution on businesses, shedding light on

both the opportunities and challenges created by changing policies and governance structures.
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While enhanced transparency, investor confidence, and innovation have been notable
outcomes, the chapter also addresses the complexities of compliance and the strain it places on

businesses, particularly small and medium enterprises.

By blending theoretical insights with a detailed analysis of India's regulatory journey, this
chapter seeks to provide a nuanced understanding of the mechanisms, motivations, and
consequences of regulatory evolution. It sets the stage for examining the current landscape and

identifying areas for future reform and advancement.

2.1.1. The Function and Significance of the Capital Market in India

The Indian capital market is an integral component of the financial system of the country,
offering a regulated and organized environment for the interaction of capital between
businesses and investors. It plays a key role in promoting economic growth, enabling long-
term fund mobilization, and ensuring effective resource allocation. Not only does the capital
market provide financing to business and ventures, but it is also of vital importance to the
growth and development of the national economy, as it contributes towards investment,

innovation, and industrialization.

2.1.2 Facilitate economic growth and development

The capital market has a significant role in financing India’'s economic growth, distributing the
best possible capital to those industries that need it most. Supporting savings with investment
worth, the capital market ensures directing funds to productive purposes, thereby driving

industry growth, developing infrastructure and innovation.

Capital markets competition: companies that need to grow, be technologically innovative, or
have working capital can attract stocks by selling shares (shares) or debt (bonds) in capital
markets. This helps companies grow, innovate, and contribute to the economic growth of the
country as a whole.

Development of Infrastructure: Capital market has come in useful to the extent of being
interested in the financing of large infrastructure undertakings such as roads, bridges,

powerhouses, and town development projects. These help generate employment opportunities,
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enhance efficiency and overall national progress.°

Job creation: the capital market enables businesses to grow, thereby creating new employment.
As businesses develop and gain capital, they are likely to increase the number of employees,
thereby decreased unemployment and enhanced standard of living for the population.

2.1.3 Encourage capital investment and training opportunities
Capital markets are a central part of capital education in the sense that they encourage the
saving process and channel savings into useful investment. It also provides investment channels

to individuals, institutions, and firms.

Diversification of investor funds: The capital market provides investments in different assets,
e.g.,, common funds and derivatives, bonds and stocks, whereby investors can diversify
investments. This helps minimize risk and provide investors with potential returns in different
sectors of the economy.**

Investment avenues for the individual: retail investors get to experience the capital market,
which opens up the possibility of investing in debt stocks and instruments and thereby
accumulating wealth in the long run. This is all the more important in a nation like India, where
accessing other avenues for investing (e.g., real estate) is a possibility that is available to only
a select group of people.

Wealth Creation: Expansion and expansion of the capital market result in wealth creation not
only for institutional investors but also for the masses. Capital markets can contribute to wealth
enhancement of households and individuals through the development of efficient investment

products.

Enhancing financial inclusion

Indian capital markets can be a tool for financial inclusion and can unlock channels of financial
services for the majority of the population that remained outside the mainstream financial
system. Access to capital for small and medium-sized enterprises (small and medium-sized
enterprises): Capital markets provide small and medium-sized enterprises with the ability to

raise finance through public issues, bonds, or capital investment. This is required to spur growth

10 Ministry of Finance, Government of India, "Economic Survey 2023-24," Department of Economic Affairs,
2024, p. 33.

11 K. Subramanian, "The Role of Capital Markets in the Indian Economy," Indian Journal of Financial Economics,
2020, Vol. 15, p. 76.
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of the SMES sector and has added immensely to economic activity and employment in India.
Retail participation: in recent years, the growing trend in the role of retail investors in the
capital markets. Due to the offering of trading platforms of work, mobile apps and online
advisory services, increasing numbers of individuals are reaching to participate in promotions
as well as obligations, thus providing literacy and financial inclusion. Government initiatives:
introduction of schemes like the Pradhan Mantri Jan Dhan Yojana (PMJDY) and online market
places for security transactions has made it easier to provide financial services to low — income

groups and promotes more people's involvement in the capital market.'?

2.1.4 Enhances market efficiency and liquidity

Indian capital markets enhance market efficiency, provide liquidity, and facilitate easy selling
and buying of securities by investors. Liquidity is essential to ensure smooth capital movement
and ease the process of investors entering or exiting the market at will. Price detection: Capital
markets feature prominently in price detection mechanisms where market price securities based
on demand and supply. This enables investors to determine our future market value and that of
our future. This enables you to invest more wisely. Regulation of Liquidity: Capital Markets
enable investors to liquidate their investments into cash immediately. This is due to the fact
that securities like stocks and bonds are regularly traded on stock markets. Moreover, high
liquidity attracts institutional investors. This is due to the fact that we appreciate the ease of
entering and leaving positions with no significant price movements. Distribution of risk:
Capital markets enable the distribution of financial risk. Development of markets where
securities are traded, and investment risks spread among numerous investors, stabilizing the
global financial system. 3

2.1.5 Encourages corporate governance and transparency

Capital market has a significant role to play in promoting corporate governance by demanding

transparency, accountability and ethical business practices from firms seeking to list securities.

Regulatory Consultation: Securities and Exchange Commission of India (SECI) lays down
regulations that ensure business transparency. Listed companies are required to make financial

reports, business plans and other information available to enable investors to make rational

12 Government of India, "Pradhan Mantri Jan Dhan Yojana: Annual Progress Report," Ministry of Finance, 2023,
p. 16.

13 R. Gupta, "Liquidity in Indian Capital Markets: Trends and Insights," Indian Financial Market Review, 2021,
Vol. 18, p. 133.

Page | 704


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 2 | July 2025 ISSN: 2581-8503

decisions.*

Investor Protection: Capital markets are responsible for the fact that it promotes justice and is
moving towards investor protection. Regulators like SEBI lay down strict rules to safeguard
investors against fraud, insider dealing and other types of market abuse. This promotes

confidence in the market and ensures that the capital market was a safe source of investment.

2.1.6 Offers national and corporate sources of borrowing

Capital market is also an important source of government and company borrowings.

Government borrowing: Government can borrow through the issue of bonds in capital markets
to finance government expenditure, state schemes and social security schemes. This assists the
government to gain access to a consistent and relatively cheap supply of funds.

Business loans. A business can entice capital using obligations in debt, corporations, or
commercial instruments. Not only does it make it dependent on bank loans and private finance,
but it also enables it to finance expansion, acquisition proposals and other business
occurrences.®®

Encourages long-term economic stability

A well-regulated capital market ensures long-term economic stability and offers a stable
platform for business operations and investor participation. It also stabilizes the economic cycle
and provides businesses with access to funds during times of uncertainty in finances. Minimize
dependence on bank loans: Diversifying funding capacities, capital markets minimize reliance
on conventional bank loans. This enables businesses to sustain themselves even when they are
under tight credit. Resilience in a care economy: Whenever firms raise money from capital
markets, they are able to invest it in research and development, technology and infrastructure
to drive a more diversified and resilient economy. In short, Indian capital markets are at the
very center not only of the financial system but of the overall economy as well. It fosters capital
formation, facilitates economic growth, promotes financial inclusion, and improves market
efficiency and governance. The changing role of the capital market in India is instrumental to
turning the country into a world financial hub with domestic and foreign investors alike coming

in and generating sustainable development.

14 .T K. Shah, "Corporate Governance in India’s Capital Markets: Trends and Challenges," Journal of Corporate
Governance, 2021, Vol. 14, p. 98.

15 K. Subramanian, "The Role of Capital Markets in the Indian Economy," Indian Journal of Financial Economics,
2020, Vol. 15, p. 76.
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2.1.8 Understanding the Ease of Doing Business (EoDB) Index and Its Relevance

The World Bank Group facility (EODB) is a key facility utilized in measuring the country's
regulatory framework and assists businesses to measure the ease of doing business and
investment. The index measures various factors, such as the efficiency of the legal system,
access to financial resources, and facilities where businesses can register and conduct
operations. The optimistic tone of the EODB Index signals the country's progress to achieve a
good environment for investors that can contribute to enhancing economic growth, foreign
investment, and world competitiveness. In the Indian context, it is necessary to understand the
EODB index and its correlation for determining the potential of India as a function of an
arbitrator and outlining areas to be further subjected to regulatory reforms, with the specific
objective of enhancing market efficiency in capital markets. °

2.1.9 EODB Index Concepts and Structure
Purpose and Objective: EODB Index has the objective to offer an integrated overview of
business environment by approximating the regulatory context that entrepreneurs and firms
ought to pursue. It is aimed at ease, efficiency, and transparency and offers a comparative view
across different countries. Indicator Zone: The index has a number of indicators such as ease
of doing business in starting a company, getting a construction permit, registering a product,
getting credits, paying taxes, cross-border trade, and paying intrusions. Each indicator is
quantified using time, cost, and procedures taken in the implementation of each activity. Main
dimensions of the EODB index:

e Launch of companies: It gauges the ease and time it takes to establish a new company.

e Construction permits: measures the ease of obtaining required permits at project initiation
and at construction and development projects. Obtaining electricity: Measure steps and
times required to obtain electricity to conduct business activities.

e Property registration: Evaluate property registration and property transfer simplicity.
Obtaining a loan: Take into consideration the availability and accessibility of loans for a
business.

e Protection of Minority Investor: Measure protection afforded to the company's minority
investors. Paying Taxes: Measures time, complexity and cost of paying taxes by
companies. Trade across borders: Measures efficiency of cross-border trade process, e.g.

16 patel, N. (2017) — Global Capital Flows and Regulatory Frameworks (Springer)
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customs procedures, prices and logistics. Implementation of contracts: Measures quality
of legal infrastructure for settling business disputes.

e Bankruptcy Settlement: Evaluate the efficiency with which the bankruptcy procedure is
managed, in terms of the cost and duration of the settlement of economic hardship. System
of rounding: nations are scored on the relative efficiency in the provided indicators. A
lower note shows a less efficient commercial system, while the higher rank shown was a

good and efficient setup of governance for enterprises.

2.1.10 Extent of use of EODB indexes in international and domestic context

Global Competitiveness and Investment Attractiveness: Hypothetically, high EODB score
countries are considered more investor-friendly, both foreign and domestic. EODB scores send
the message to investors that the nation's image on the international platforms and that a well-
governed environment will promote business operations. For developing nations such as India,
enhanced EODB rankings can trigger foreign direct investment (FDI) into the nation, which is
instrumental for economic growth and infrastructure development.

Policy and Reform Assessment: The EODB index is an excellent instrument for policymakers
and governments to gauge the effect of regulatory reform. For instance, if the country is
enhancing its EODB ranking, then it is a sign that recent reforms relating to starting business,
taxation or investor protection worked. Or, the decline in classification shows where new
reforms should be introduced. Inciting indigenous firm growth: Apart from luring foreign
investors, also incentivizing EODB scores incites indigenous startups and entrepreneurs. Ease
of regulation and transparency reduce the cost of doing business for indigenous firms, enabling
them to save on expenses and invest in growth and innovation. It incites entrepreneurial spirit
and enables companies to balance without the redundant bureaucratic delay and regulatory

barrier.

2.1.11 EODB India's evaluation: development of the capital market, challenges and
significance

India's EODB rankings and revisions: India has managed to enhance its EODB ranking in
recent years. India ranked 142 in the EODB index in 2014, but following a string of reforms,
it had climbed to position 63 in the 2020 EODB Report. The revisions are a reflection of the
government's determination to create a business-friendly environment through the
simplification of rules, enhancement of infrastructure and promotion of digitalization.

Key reforms in India:
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Business and Business Start-up: Launch of e-business registration portals like MCA21 and
GST Registration Systems made starting a business easier by cutting down steps and times
taken. Implementation of TPS: Tax and Services (TPS) made tax structure simplification,
council unification for taxing, and company compliance burdens less complex and improved
the Indian tax payment ranking factor.

IBC Bankruptcy and Bankruptcy Law: Implementation of IBC has drastically improved the
efficacy of bankruptcy as well as improved protection for investors and creditors. Ease of
Getting Construction Permits: Computerized systems for acquiring construction permits and
regulatory clearances have facilitated relaxing delays and number of steps in order to undertake
construction projects by companies.

Challenges Despite the Progress: However, even after these reforms, India continues to have
some challenges that detract from its overall ease of doing business, though especially in the
segment of the capital market:

Regulatory Issues in Capital Markets: India's capital market has grown wonderfully, yet
bureaucratic delays, duplicative regulations, and slow approvals for public issues, mergers, and
acquisitions still exist. These ineffectures can weaken the functioning of markets and deter
investments.

Investor protection issues: retail investor protection in the capital market is an issue. Issues like
delayed compliance with market regulations, trigger trade and appropriate absence of
transparency of market transactions can undermine investor confidence.

Access to finance and credit: Small and medium enterprises (SMEs) still find it difficult to
access bank loans. The government has launched SME financing schemes, but there is still a
lack of capital for ground-level businesses.

Impact on the Capital Market: A favorable EODB ranking can help make India's capital market
more efficient by:

Rising Foreign Portfolio Investments (FPIs): Investor-conducive EoDB climate invites foreign
investors to invest in Indian debt papers and stock markets, injecting liquidity and enhancing
market depth. Attracting overseas investors: Overseas investors will choose to invest in the
Indian capital market if the regulatory framework is efficient, fair and investor-conducive and
thereby contribute to market and economic growth.

Enhancing Corporate Governance: EODB reforms like corporate governance can enhance
ethical business conduct and capital market transparency and provide level playing fields to

investors.
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2.1.12 Conclusion: gaps are linked and enhanced EODB for capital building
In a way that India may enhance its journey towards business simplicity, especially in capital

markets, nations must give priority to:

Streamlining regulatory processes: Streamlining the IPO, merger and acquisition approval
process can eliminate delays and enhance market liquidity.

Enhancing Investor Protection: Better compliance with security, better transparency and
assuring effective compensation mechanisms for grievances can assist in contributing to a safer
investment climate. Better financial access for medium and small enterprises. Best loan access
and financing opportunities, particularly small-scale business, will facilitate SMESs' access to
the capital market and assist in their development.

The EODB index is still a key metric to measure India's development and to make the capital
market more efficient and accessible to companies and investors. But still, more reforms must
be sustained to enhance the overall regulatory environment and further raise India's standing in

the world commercial arena.

The Role of SEBI in Facilitating Ease of Doing Business
SEBI’s contributions are pivotal in simplifying market entry, enhancing corporate governance,
and ensuring a level playing field for both domestic and international investors. Below are the

key areas in which SEBI’s role is central to improving the ease of doing business:*’

Regulatory Reforms and Simplification of Processes

Simplification of Registration Process: SEBI has introduced various reforms to simplify the
process of registering companies so that new companies can gain access to the market more
quickly. These include streamlined procedures for initial public offers (IPOs), qualified
institutional placement (QIPS) and private placement.

SEBA's E-IPO system facilitates electronic application for IPO by investors, cutting down
considerably the documents and processing time. Easy submission and detection requirements
to minimize the compliance burden on companies to have a quick and trouble-free registration

process.

17 Kumar, R. (2020) - "Impact of Corporate Governance on Capital Market Accessibility in India" (Indian Journal
of Corporate Law & Governance)
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Cross-border list and investment promotion: Seb has developed a policy through which foreign
firms are able to list Indian stock exchange and Indian firms. Through mechanisms like foreign
portfolio investors (FPI) regulations, SEBI makes it as hard as possible for foreign money to
come into the Indian market but safeguards home investors.

Investor protection and business management

Corporate Management Reforms: Sebi is always keen on bolstering corporate management
standards of Indian capital markets. Its guidelines help ensure that companies follow good
disclosure norms so that investors can get authentic and timely information. Such disclosure
makes investor confidence a better and more convenient place to do business. The Lodr Rules
(Lodr) Regulations (Lodr) compel companies to make disclosures in terms of economies,
transactions with related parties and any material event which will have a tendency to affect
investor choices.

Investor protection mechanism: SEBI has established various investor protection mechanisms
to safeguard the interest of institutional and retail investors in the capital market.8

Financial innovation regulatory sandbox

The Innovative Environment and Fintech: Sebi is engaged proactively in the innovation of the
financial markets as well as regulatory executives creation in collaboration with Finchal
startups and financial innovation. Opening the regulatory sandpin provides companies an
opportunity to try new financial services and products within a safe space, minimize regulatory
obstacles and scale fast. SEBI SANDBAG all allow FinTech institutions to develop new
models and offer technologies like blockchain, undersize dressed services, and artificial
intelligence (IA), restrict control control, encourage innovation, and provide investor

protection.

Capital Market Reform and Infrastructure Development

Market Infrastructure and Technology: SEBI promotes the growth of healthy market
infrastructures to facilitate efficient trade and settlement of securities. SEBI provides market
participants with access to good quality infrastructure facilitating transparent operations due to
initiatives like the National Stock Exchange (NSE) and the Bombay Stock Exchange (BSE).

18 Chopra, D. (2023) — "Ease of Doing Business in India’s Capital Market: A Post-Pandemic Assessment"
(Harvard Business Review India)
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SEBI assistance in the field of technology choices such as electronic dealing platforms and
immediate computing mechanism improves market liquidity, lowers transaction cost and
improves world-wide efficiency. Market depth that enhances liquidity: Launch policy to
increase accessibility of funds via capital utilizing bond markets SEbi has worked hard to
promote depth of Indian money market as well as its liquidity. This is extremely important to
ensure that ease of doing business is fostered, since firms are able to access funding in various

forms.

Streamlined taxation and compliance changes

Tax Reforms and Benefits: Governments and SEBI will launch tax benefits and reforms, which
will lead firms to mobilize capital from public offers. One of such reforms is imposition of
securities transactions (STT) transactions, making the tax process easier for market players and
making transactions more lucrative. Ease of Compliance Rules: SEBI Rules are crafted to
reduce the burden of compliance, particularly for small and medium enterprises and start-ups.
The small and medium enterprise (SME) sector, through the route of SEBI, provides an
illustration of how companies collect funds under minimized regulation compared to big public

enterprises.

Financial inclusion

Enabling access to capital for SMEs: SEBI has a significant role in enabling access to capital
for SMEs (SMEs) under initiatives like SME Exchange through SMEs (SMEs). These facilities
allow small and medium-sized enterprises to raise capital in less constrained settings, and help

to enable ease of access of capital markets by otherwise capital-constrained firms.®

Fostering Retail Participation: SEBI has taken steps to facilitate greater retail investor
participation in the capital markets, such as encouraging mutual funds, exchange-traded funds
(ETFs), and SIPs (Systematic Investment Plans). These steps allow the participation of the
general public in the market, thereby fostering and stabilizing capital markets.

Conclusion: Role of SEBI in business development and capital market development

The contribution of SEBI towards facilitating ease of doing business in the Indian capital

19 Jayanth R. Varma, Indian Financial Markets: Institutions and Regulations 154 (2nd edn., Sage Publications
2021).
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market is significant in establishing a favorable business environment and investor confidence.
Due to regulatory reforms, improved corporate governance, improved innovative financial
products and improved market infrastructure, SEBI facilitated making Indian capital markets
a better and more transparent platform for doing business and investors. Thus, India is now an
extremely desired destination for investment, adding to growing economic popularity
worldwide. Yet, ongoing reforms and harmonization of the SEBI regulatory framework to the

evolution markets will play a key role in achieving sustainable market growth and efficiency.

The Need for Reform: A Comprehensive Approach

With significant improvement in enhancing business ease of doing business (EODB) in the
Indian capital market, still there is a requirement for ongoing reform. The sophistication of
Indian financial markets is associated with global trends and technological developments, and
hence a complete approach towards reform falls under structural and regulatory challenges.
These reforms must not only streamline processes but also create an ecosystem that promotes
innovation, provides level playing field competition, strengthens investor protection, and
promotes greater participation by domestic and foreign players.?

Regulatory Processes Must Be Streamlined

Journey of Complexity: Even with capital market ecosystem reforms, compliance processes
are still much too complicated for new entrants and current players. This entails burdensome
disclosure requirements, request procedures, and accounting guidelines that deter companies
with access to capital markets. A more efficient, transparent system of regulation must be
created to lower entry barriers and produce more low-cost markets. Reform Proposal: Perhaps
one of the most significant reform areas is to minimize documentation and reporting reports,
particularly for small and medium-sized enterprises. This not only shortens the process, but
also minimizes the cost and delays involved in getting into the market.

Permission and Permission Terms: The IPO approval process, M&S, and other stock regulation
bodies in the capital market are bureaucratic and tend to introduce delay and uncertainty.

Introduction of a cleaning system with a window and decentralization of some authorities

20 .M. Bhole & Jitendra Mahakud, Financial Institutions and Markets: Structure, Growth and Innovations 98 (6th
edn., McGraw Hill 2017).
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which make decisions.

Over-reliance on loopholes in investor protection

Increasing issues of investor protection: while SEBI has its part to play in investor protection,
the issue continues in the effective protection of investors from manipulation with the market,
initiates trading and fraud. Erroneous paradigms of business management and market fraud
continue and diminish investors' confidence. Enhancing Investor Protection Law: Enhanced
enforcement of present legislation and stiffer punishments for violations need to safeguard
investors' interests. Investor Awareness and Education: Another sphere where vigilance is the
order of the day is investor education. Retail investors in large numbers lack knowledge and
awareness and thus cannot be a rational investor's investment option. Extensive reform
initiatives must consist of financial literacy campaigns that serve to enhance the retail investors'
understanding of the subject matter covering market risk, affordable products, and regulatory

approaches.

Technical developments with a changing nature

Regulatory adaptation of fintech: The financial services sector has been revolutionized through
various financial technologies including blockchain, cryptocurrency, robosochi and artificial
intelligence (Al). SEBI continues to have the challenge of further evolving the regulations in
order to be able to embrace these developments, and emerging technologies need to be applied
such that they would be used responsibly, safeguard the investor and foster market integrity.
Reform proposals: SEBI can prescribe a more interventionist strategy of regulation of fintech
startups and new business models arising, such as mapping specific architecture like regulatory
sandboxes under which these new technologies can be tested in an experimental regulatory
environment. Cybersecurity and Data Privacy: With greater and greater reliance being put on
digital platforms to conduct transactions, the risk of cybersecurity attack and data breaches is
growing. Regulatory actions will be to enforce strict cybersecurity practices and mandate
trading platforms to adhere to data privacy regulations and establish user confidence in the

system.

Encouraging foreign investment and market access
Encouraging foreign investors: Indian capital markets are currently investing in foreign
countries but need to invest more in order to make room for institutional and retail investors

from the waiting list. Restoring the currency exchange rules, de-capitalization management and
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presenting incentives for foreign investors can effectively increase Indian market participation
from inhibitions. Reform proposal: The establishment of special investment instruments for
foreign investors like real estate investment trustees (FPIs) and infrastructure investment
trustees (invited) may offer additional foreign capital sources because of the growth in India's
real estate and infrastructure industries.

IED regulations: New amendments in the Direct Investment Policy (IDE) to facilitate easy
entry and exit of foreign investors would be able to channel more foreign investment in Indian
capital markets. Providing smoother automatic routes for IDE clearance and relaxing

restrictions on some sectors would provide additional channels for foreign capital.

Enhance transparency and corporate governance
Improvement in disclosure standards: One of the main areas of reform is disclosure norms of
listed companies. While SEBI has put stringent disclosure norms through regulation of the

LOLR, there is scope for improvement to make such disclosure complete, accurate and in time.

Reform proposals: Utilizing live reports and enhancing the quality of corporate governance,
financial statements and related parties disclosure can enhance market transparency and
mitigate information asymmetry between companies and investors. Corporate management
initiatives: Indian corporate governance standards need to be continuously enhanced. Though
independent directors and audit committees hold the key to corporate governance, their on-
ground performance in the corporate face of India needs to be observed closely. Reform
proposals: Enhancing the shareholders' involvement in corporate decision-making as a result
of the highest right of getting into the vote and the wider channels of communication between

companies and shareholders can instill a more ethical corporate governance culture.?

Green finance and sustainable incorporation of the budget

Steps towards Sustainable Finance: Incorporation of the stability factors into the Indian capital
market is a fresh trend, and there is an urgent need to take it up seriously. With the global focus
on environment, social, and management factors (ESG), India has to implement regulations
that inspire firms to bring their actions in line with sustainable finance.

Reform proposals: SEBI may permit the disclosure of ESG information by all listed companies

2L M.S. Sahoo, Indian Securities Market: A Legal and Regulatory Perspective 112 (1st edn., Taxmann Publications
2019).
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and provide incentives to companies raising funds for green initiatives. Green bond issuance
and investment framework can also enable direct investment in climate change stability and

attenuation initiatives.

Conclusion: Advanced reforms in reliable capital markets

Reforms in the Indian capital market are inevitable. While the nation is working to be economic
and energy engineers, it has regulatory hurdles and an integrated reform agenda which
enhances investor protection, opens its arms to technological results, aids foreign investment,
and encourages openness. These transformations not only ease the process of the companies,
but also boost the efficiency, stability and expansion of the market. In the event that reforms
are enacted, they will enhance the country's contribution to the economic development market
and enhance the country's positioning in the world sector.??

2.1 Concept of Ease of Doing Business in Capital Markets

Ease of doing business in capital markets (EODB) is the simplicity, openness, and prevalence
of regulatory and sales conditions so that businesses and investors can access financial markets
with less constraint. It encompasses various dimensions like ease of listing conditions, ease of
raising capital, regulatory compliant requirements for regulatory requirements, investor
protection frameworks, and efficiency of market infrastructure. An efficiently working capital
market is critical in the growth of economics and influences capital flows between investors
and firms. The Global Bank Index primarily deals with a wider array of economic markers but
has indirect influence on the capital market, commercial remorse action assessment, and
indirect influence of ensuring compliance and contract mechanisms to safeguard investors. In
the context of India, SEBI, RBI, scholarships and other financial entities all contribute to the
capital market ease of doing business by bringing with them policies encouraging transparency,

minimizing bureaucratic hurdles, and increasing liquidity in the market.?

22 Bharati V. Pathak, The Indian Financial System: Markets, Institutions and Services 135 (5th edn., Pearson
2018).
23 Jayanth R. Varma, Indian Financial Markets: Institutions and Regulations 154 (2nd edn., Sage Publications
2021).
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Key measures of the Ease of Doing Business in the capital market are the time and cost of a
company issuing securities, the regulatory approval process efficiency, the efficiency of the
dispute resolution mechanism, and the degree of investor protection against fraud and market
manipulation. Technological developments, including e-KYC, algorithmic trade and
blockchain computation, contribute additionally to ease of access and efficiency of operations

on capital markets.

Even after numerous reforms, issues like intricate normative regimes, compliance burden,
fragile political fluctuations and limitations on safeguarding investors continue to mar the ease
of doing business in the Indian capital markets. Thus, ongoing improvement in policy,
technology absorption and international comparative studies are required to render the Indian
market more efficient and competitive.

2.2 Evolution of the Indian Capital Market

Indian capital markets have also undergone revolutionary transformation over time, evolving

from the primitive trading mechanism to regulated, technology-driven financial markets. This
has been due to regulatory reform, economic liberalization, and technology infusion for greater
market efficiency and investor confidence. Early years (up to 1947)

The history of the Indian capital market started in the colonial period with the establishment of
the Bombay Stock Exchange (BSE) in 1875 and hence became one of the oldest Asian
scholarships. At that time, there was little regulation of market activity and dealing in stocks
was largely banned by different companies. There was less investor participation and poor

corporate governance officials.?

Post-independence era (1947-1991): growth and regulation

Post-independence India had a model of socialist development of the economy, wherein
restriction in private sector growth and blocks the functioning of capital markets. However,
initiation of a controller of capital (CCI) between 1947 was the normative regulation
application in stock market trading. Creation of public sector units (PSU) and financial
institutions like Industrial Finance of India (IFCI) and Indian Industrial and Investment
Corporation (ICICI) played a pivotal role in industrial and infrastructure project mobilization.
Market Rebirth and Reform (1991-2000)

24 Prasanna Chandra, Investment Analysis and Portfolio Management 187 (5th edn., Tata McGraw Hill 2017).
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Economic liberalization in 1991 was a milestone in the development of Indian capital markets.
The government has implemented significant reforms to promote foreign investment,

privatization and financial sector development. Key developments during this period are:

Establishment of SEBI (1992): The Securities and Exchange Council of India (SEBI) was
established to regulate and develop securities markets and provide transparency and protection
to investors.

Launch of the National Stock Exchange (NSE) (1994): NSE launched e-commerce. It
substituted conventional open protest systems and brought more market efficiency and
accessibility. Foreign Institutional Investors (FII) Certification (1992): This innovation made
world investors welcome to the Indian market, increasing capital entry as well as market depth.
Market widening and technological change (2000-2010)

Scholarships were scanned immediately in the first decade of the 2000s, bringing liquidity and

efficiency. The principal developments are:

Fantastic Action (2000): paperless trading eliminates fraud and regulation risk with the arrival
of sedimentary systems by NSDL and CDSL.

Derivative Market Growth (2001): unlimited contracts and options launches gave investors to
coverage tools investors, stabilizing the market. Algorithmic trading and automated trading
(2008): sophisticated trading mechanisms permitted high frequency and algorithmic trading,

leading to further liquidity and market efficiency.

Reforms and new developments (2010-state)
In the last ten years, India's capital market has seen profound policy reform aimed at enhancing
investor protection, streamlining the business environment and global best practices more

integrated. Some of the notable reforms are:?°

Adoption of TPS (2017): Tax optimized for companies, minimizing transaction costs.
Launch of SEBI Regulated Sand Tanks (2020): Fintech startups have been able to pilot new
products in a regulated, sandboxed setting.

Investor Protection and Transparency Measures: Increased disclosure rules, corporate

%5 .M. Bhole & Jitendra Mahakud, Financial Institutions and Markets: Structure, Growth and Innovations 98 (6th
edn., McGraw Hill 2017).
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governance overhaul, and tougher enforcement of market manipulation. Evolution of Online
Trading Platforms: Expansion of online brokerage companies and mobile trading platforms,
bringing the stock market within the reach of retail investors. Future outlook

It is anticipated that the Indian capital market will still evolve along with other technological
advancements, increased market penetration and broader regulatory officials. The future of
India's capital markets can be propelled by new trends like blockchain -based titles,
decentralized finances (DEFI) and artificial intelligence-based investment strategies. In
addition, increasing focus on sustainable funding and ESG (environmental, social and

management) investments creates new trends in the market.

Indian capital market evolution has been a process of perpetual transformation from
unregulated gasoline to properly framed technology in the integrated world financial system.
However, there are still such issues as complexity of norms, compliance burden and investor
protection issues to which there is always a necessity to bring reforms to ease the business to
conduct in the capital market.

2.3 Key Stakeholders in the Capital Market (Investors, SEBI, Stock Exchanges, etc.)

The Indian capital market is a dynamic and complex system with the participation of different
interested parties, which together determine its efficiency, transparency and integrity. These
interested parties play a crucial role in ensuring the smooth formation of capital, protection of
investors, market stability and economic growth. The most critical participants in the capital
market include investors who are owners of institutions, scholarships, market intermediaries,
depositors and financial institutions. Their relationship dictates the overall performance of the

market, liquidity, price discovery, management of business and effect on business facilities.

2.3.1 Investors: The pillar of the capital market
Investors are the primary actors in the capital market. With investment driving economic
growth and corporate growth. They can be segmented into various types based on their

investment approach, risk tolerance and market influence.

Retail investors are individual investors who purchase and sell securities in relatively modest
amounts. As per the rule, they invest in mutual funds, stocks, bonds, or other financial products.
They have made much more than technology results, online trading

platforms, and efficient investment procedures. But retail investors are susceptible to market

variation and regulation of uncertainty, since they are liable to be impacted by risk.
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2. Institutional Investors
Institutional investors are the main drivers of market liquidity and stability, and typically invest

in large amounts that influence market trends. They are:

Common Investment Fund - an asset management firm that pools funds from multiple investors
and invests in a diversified fund.

Insurance companies - a company that invests in debt and joint certificates for the purpose of
earning revenue through the reception of bonuses. State and pension funds that control long-

term funds generally invest in state and social securities.

FPIs are foreign investors investing in Indian securities like promotions, bonds and derivatives.
FPIs should be accounted for in order to enhance capital inflow, the integration and depth of
the world market. Their investment may be influenced by taxation, market volatility and the

regulatory climate.?

These investors put money in startup and high-growth companies and thus encourage
innovation and entrepreneurship. Their investments are of extremely high risk but can have the
potential to deliver exponentially high returns. The rise of alternative investment funds (AIF)
and Private Joint-Stock Capital (PE) operators has also helped Indian capital markets grow.

The Council for Securities and Exchanges of India (SEBI) is the main regulatory body which
controls the trade in securities, the protection of investors and corporate governance. It was
established under the SEBI Act, 1992, with the objective of ensuring fair, efficient, and

transparent market operations. SEBI’s key roles include:

Regulation of Stock Exchanges — Enforce fair trading practice, enforcement of listing rules and
protection against manipulative devices. Mechanisms for Investor Protection - Launching
platforms for compensation of grievances, fraud preventive measures and investor education
initiatives. Regulation of market intermediaries - sleeve control, bankers, depository
participants, rating agencies, asset management companies. Disclosure and Transparency Code
- Mandatory financial disclosure and requirements of corporate governance.

Monitoring Insider Trade and Market Transactions - Enforcement of compliance with the

% M. P. Gupta, Securities Regulations & Capital Markets in India, 2nd ed. (New Delhi: Taxmann Publications,
2020) at 55.

Page | 719


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 2 | July 2025 ISSN: 2581-8503

guidelines in line with the ban on Insider Trading Rules for discouragement of unfair trade.
SEBI can be a key player in bringing about business simplicity by enforcing market-friendly
policies and encouraging digitalization of transactions in the capital markets, maintaining

nearby locations at a bare minimum.

Indian capital market is an active and developed mechanism with large numbers of interested
parties which as a whole shape its efficiency, transparency and integrity. The interested parties
are largely responsible for capital formation, investors' protection, market stability and
economic growth. The main drivers of the capital market are institution-owning investors,
scholarships, intermediaries in the market, depositors and financial institutions. How these
interact will determine how well the entire market is performing, liquidity, price discovery,
business management and impact on business infrastructure. 2.3.1 Investors: The foundation
of the capital market

Investors are the key drivers of the capital market. Through investment, economic development
and firm growth are promoted. They can be categorized based on their style of investment, their
risk-taking capability and their level of market impact.

1. Retail Investors

Retail investors are individual buyers and sellers of securities in relatively small quantities.
They buy mutual funds, stocks, bonds, or other financial instruments, as the rule provides. They
have achieved far better than technology outcomes, electronic trading facilities, and investment
in efficient processes. Retail investors are, however, subject to market change and uncertainty

in regulation, as they will be affected by risk.

2. Institutional Investors
Institutional investors are the key source of market stability and liquidity, and would rather

invest in large quantities that set market directions. They include:

Common Investment Fund - an organisation that manages funds by bringing money from
several investors and investing in a diversified fund.
Insurance companies - an enterprise business investing in debt and joint certificates in order to

create income on receiving bonuses. Funds invested by state and pension funds over the long
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term primarily end up in social and state securities.?’

3. Foreign portfolio investors (FPI)

FPIs are foreign investors investing in Indian securities such as promotions, bonds and
derivatives. FPIs need to be accounted for to enhance capital inflow, integration and depth of
the world market. Their investment can be subject to taxation, market volatility and regulatory

climate.

4. Angel Investors and Venture Capitalists

They invest in start-up and high-growth firms and, thereby, promote entrepreneurship and
innovation. Their investment is of ultra-high risk and may yield potentially exponentially high
returns. The growth of Alternative Investment Funds (AIF) and Private Joint-Stock Capital

(PE) operators has also facilitated Indian capital markets to expand.

2.3.2 Securities and exchanges of India (SEBI) suggestions: Market regulator

Council of Securities and Exchanges of India (SEBI) is the chief regulating body that oversees
trading in securities, investors' protection, and corporate governance. SEBI was established by
virtue of the SEBI Act, 1992, with a mission to facilitate fair, efficient, and transparent market

operation. SEBI fulfills its main functions:

Regulation of Stock Exchanges — Protection of fair practice in trade, laying down of listing
requirements and safeguards against manipulative practices. Investor protection arrangements
- Grievance institutions for compensation, fraud deterrent arrangements and investor education
programmes. Regulation of market intermediaries — sleeve controls, bankers, depository
participants, rating companies, asset managers. Disclosure and Transparency Code —
Compulsory disclosure in the matter of finance and enforcement of corporate governance
standards.

Monitoring Insider Trading and Market Dealings - Maintenance of compliance with the
guidelines under prohibition of Insider Trading Rules for discouragement of unjustified trade.
SEBI can play a leading role in achieving business simplicity by implementing market-friendly

policies and promoting electronic-ization of dealing in the capital markets, keeping nearby

27 M. P. Gupta, Securities Regulations & Capital Markets in India, 2nd ed. (New Delhi: Taxmann Publications,
2020) at 55.
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places at minimum level.

2.4 Legal and Requlatory Framework Governing Capital Markets (SEBI, Companies
Act, FEMA etc.)

Indian legal and regulatory systems of capital markets attempt to maintain the market's

integrity, safeguard investors and develop economically. An efficiently framed regulatory
system is crucial to enhance ease of doing business in the capital market in order to make
market companies more transparent, efficient and accountable. India has a multi-layered
regulatory framework with multiple acts of legislation, regulations and institutions governing

different aspects of capital market operations.

2.4.1 The Securities and Exchange Board of India (SEBI) Act, 1992

The Securities and Exchange Board of India (SEBI) is the regulating board of the center that
oversees the regulation of the Indian capital markets. The SEBI Act of 1992 was created to
widen law enforcement for purposes of regulating SEBI capacity and maintaining the integrity
of the securities market.

SEBI keys operate based on SEBI method 1992

Regulation of stock markets and market intermediaries - fairness of trade practice and operating
transparency. Investor Protection and repair mechanisms - organization of complaints and
repair forums and anti-fraud mechanisms. Stock Market Regulatory IPOs and capital raisings
- impose disclosure norms on those companies issuing public funds. Prohibition to negotiate
initiations and market manipulation - in the SEBI regulation (Prohibition of initiate offenses),
2015.

Mutual fund, credit rating agencies and deposit regulation and surveillance. Maintain business
management standards compliance - Ensure opening, audit and business management
standards.

SEBI has introduced a number of reforms that enable ease of doing business, e.g., easier
Introduction Processes, electronics know your customer (E-KYK) and sandbox regulation to

stimulate financial innovation.

2.4.2 Business law 2013: compliance with business management and requirements
The 2013 act is the principal law that regulates businesses in India. This is significant to capital

markets, as it regulates business training, management, disclosure of information, and investor
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rights. Key provisions that impact capital markets

Corporate Management - It ensures compliance with Board of Directors composition,
Independent Directors, Audit Committee, and Sverse Policy Committee.

Public safety matter is disclosure of information regarding tools, listing requirements, and
safeguard for investors. Corporate Social Responsibility (CSR) - Companies who achieve
monetary milestones are required to save some profit to contribute for the progress of society.
Fraud and penalty evasion is a harsher punishment for misrepresentation, unauthorized
management and infractions. The 2013 act conforms to SEBI guidelines in order to provide a
secure milieu of corporate governance, foster investor confidence and minimize the threat of

trading instability.?®

2.4.3 Foreign Currency Management Act (FEMA), 1999

The Foreign Exchange Management Act of 1999 (FEMA) governs foreign investment and
metabolic activity and has implications for the capital markets of foreign investors. He replaced
the 1973 Foreign Currency Regulation (Wed) Act and provided a more liberal and favorable

regulatory environment for investors.

Major provisions for FEMA in relation to capital markets

Direct Rules of Foreign Investment (P1IS) - Control the sectors allowed and foreign investment
caps. Foreign portfolio rules (FPIs) control investment in listed titles by foreigners.

External Commercial Loans Regulation (ECBs) - Control borrowing of companies by foreign
lenders. Repatriation Rules - Facilitate simple entry and export of foreign investments.
FEMA, and SEBI FPI regulations in 2019, did a wonderful job in the production accessible to
foreign investors globally in Indian capital markets.

2.5 Recent Reforms and Policy Initiatives

India has implemented significant reforms during recent times aimed at enhancing the ease of
doing business in its capital markets. The purpose of such reforms is to simplify regulatory
processes, enhance investor confidence and ensure greater market transparency. India's
Securities and Exchange Council of India (SECI) has been a driving force behind such
initiatives by taking steps such as simplifying the requirements for compliance, improving
corporate governance, and enhancing disclosure requirements for these institutions. 2020

Business Act (amendment) eased the procedures of compliance under the decriminalization of

28 Avtar Singh, Company Law, 18th ed. (Lucknow: Eastern Book Company, 2021) at 250.
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certain offenses by the company to make corporate regulatory burdens lighter. The introduction
of the SEBI system structure will further regulate sandbox innovation and drive innovation in
the sector of digital capital markets. Furthermore, SEBI investors have been suggested to
strengthen investor protection even more to achieve responsive returns as well as boost market
transparency. The 2019 Foreign Portfolio Investor (FPI) regulations with the aim of easing the

regulations of foreign investment.?®

One of the most recent changes that took place during an amendment of the 1957 securities
(regulations) contract rules enhanced the leaves' favorability for businesses by minimizing the
minimum holding of stock requirements and enhancing flexibility of IPO prices. Digital
accomplishments like E-KYC initiation as well as an online account opening process also

worked to offer market smoother returns for investors.

Yet, even after these reforms, market volatility, procedural lag and regulatory complexity are
still some of the issues plaguing the capital market. SEBI, RBI and the Ministry of Business
(MCA) need to see more policy integration to enable unobstructed regulatory security. Political
initiatives in the future need to be made to change the tax structure to lower the compliance
cost and to increase mechanisms of cybersecurity to generate more credible and compassionate

investors for the capital market.

CHAPTER 3 —
KEY ISSUES AND CHALLENGES IN EASE OF DOING BUSINESS

Introduction

The chapter on key issues and challenges in ease of doing business delves into the complex
landscape that businesses in India navigate, highlighting the factors that hinder and complicate
entrepreneurial activities and corporate operations. It seeks to provide an insightful
examination of the systemic, infrastructural, and policy-related barriers that affect India's
ranking and performance in the global Ease of Doing Business index, as well as the broader

implications for economic growth and competitiveness.

2 R. N. Chaudhary, Foreign Exchange & International Trade Law in India (New Delhi: LexisNexis, 2019) at 103.
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One of the primary issues discussed in this chapter is the bureaucratic red tape and procedural
inefficiencies that businesses often encounter when establishing or running operations in India.
The multiplicity of approvals, licensing requirements, and compliance mandates can lead to
significant delays and operational bottlenecks, discouraging both domestic and foreign
investors. The chapter explores specific examples of these challenges and their effects on
various industries, offering a detailed analysis of how these issues undermine business

efficiency.

Another critical focus area is the lack of robust physical and digital infrastructure in several
regions of the country, which poses challenges for logistics, supply chain management, and
technology adoption. Inadequate transportation networks, unreliable electricity supply, and
limited access to digital connectivity in rural and semi-urban areas are key barriers to the
seamless functioning of businesses. The chapter discusses how these infrastructural limitations

contribute to disparities in regional business development and economic growth.

The chapter also highlights the challenges associated with regulatory uncertainties and frequent
policy changes, which create an unpredictable business environment. Complex tax structures,
compliance with labor laws, and variations in state-level regulations are explored as significant
hurdles that businesses must overcome. Furthermore, the chapter examines the difficulties
faced by small and medium enterprises (SMEs), such as limited access to credit, high
compliance costs, and a lack of adequate support systems.

Lastly, the chapter addresses the social and cultural factors that can impact ease of doing
business, such as corruption, lack of skilled labor, and resistance to change in traditional
business practices. It explores how these socio-economic challenges interlink with policy and

infrastructural issues, creating a multifaceted web of obstacles that businesses must navigate.

By examining these key issues and challenges, the chapter aims to provide a comprehensive
understanding of the factors that influence ease of doing business in India. It also sets the stage
for identifying potential reforms and solutions that could mitigate these challenges and unlock
the country's full economic potential.

3.1 Procedural and Requlatory Bottlenecks

India's capital market has seen considerable transformation over the years, drawing domestic
as well as foreign investors. But even after regulatory reforms, there are several procedural and

regulatory hurdles that continue to discourage making the business difficult. These are due to
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delayed clearance procedures, bureaucratic delays, overlapping regulations, compliance costs,
and constant policy changes. These not only generate uncertainty but also discourage investors

and companies from entering or expanding business in the Indian capital markets.

1. Long and Elaborate Approvals Process
The most significant Indian capital market bottleneck is long approvals process for listing and
regulation approval. The firms looking to list in stock exchanges have to undergo an elaborate

procedure under various schemes of regulation, such as:

e Securities and Exchange Board of India (SEBI) Regulations

e Companies Act, 2013

e Securities Contracts (Regulation) Act, 1956

e Foreign Exchange Management Act (FEMA), 1999

While SEBI has brought about changes to expedite listing processes, IPO aspirants continue to
undergo regulatory delays of clearance, severe disclosure conditions, and long due diligence.
These are likely to typically lead to lost market opportunity and compliance expense for the

company.*°

For example, the DRHP approval process compels issuers to provide compliance with onerous
disclosure requirements, including their financial past, risk factors, and corporate governance
policies. The process may take a few months, thereby preventing firms from raising capital in

an efficient manner.

2. Duplication and Strict Regulatory Architectures
The existence of more than one regulatory authority with overlapping functions makes
compliance harder. Besides SEBI, the market players of the capital market also need to comply

with laws written by:

e Reserve Bank of India (RBI) — Regulates financial institution-related and foreign exchange
transaction-related issues.
e Ministry of Corporate Affairs (MCA) — Regulates corporate governance, company law

compliance, and financial reporting.

%S, K. Verma, Financial Market Regulations in India, 1st ed. (New Delhi: Bloomsbury, 2018) at 142.
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e Income Tax Department — Governs market transaction taxation, capital gains, and
corporate earnings.

Duplication of rules and inefficiency are caused by the absence of a single-window clearance

system. Firms have to confront several agencies, resulting in delays in clearances and higher

compliance expenses.!

An excellent example of regulatory overlap is in foreign investment approval, where Foreign

Portfolio Investors (FPIs) and Foreign Direct Investors (FDIs) must comply with:

FEMA (Foreign Exchange Management Act, 1999)

SEBI (Foreign Portfolio Investors) Regulations, 2019

Sector-specific investment limits under FDI policy

The Foreign Portfolio Investment (FPI) Act remains cumbersome, with investors having to
provide a list of documents to SEBI, RBI, and designated banks. The regulations, along with
occasional alteration in the foreign investment regulations, introduce uncertainty in capital

flows.

3. Compliance Burdens and Regulatory Uncertainty
Expensive compliance is a serious business issue in the capital market. Business firms have to
file complex financial disclosures, corporate governance reports, and taxation, with consequent

substantial administrative burden. Some of the significant compliance issues are:

Frequent SEBI regulation changes, necessitating companies to restructure their compliance
systems on a constant basis.

Regulatory compliance costs, especially for small- and medium-sized enterprises (SMEs), for
listing on an exchange.

Risk of litigation and sanctions on minor procedural errors creating a compliance culture based
on risk.

On top of this, regulatory volatility by constant ad-hoc adjustments in policy brings about
deterring long-term investments and capital build-up. As an example, sudden policy about-
turns relating to IPO pricing guidelines, public holding requirements, or tax schemes result in

market distortions as well as disappointment of investors.

3L K. C. Joshi, Money Laundering Laws in India, 1st ed. (Hyderabad: Asia Law House, 2019) at 196.
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4. IPO Listing and Processing Delay
Even with the reforms in the IPO process, certain procedural issues still prevail:

Long delay in SEBI approvals of IPO prospectuses, causing fund-raising delays.

Complex valuation rules and pricing guidelines, causing irregularities in the IPO pricing.
Lock-in requirements for investors and promoters, compromising market flexibility.

SEBI has also tried to make the IPO process simpler through reforms such as scaled-down
disclosure for certain categories of issuers and providing fast-track listing facilities. However,
there are still some levels of vetting involved and consequently, approvals for IPO take more

time than is ideal on international standards.

5. Issues of Digitalization and Technology

While SEBI has launched online initiatives such as e-KYC, online filings, and digital

depositories, a lot of compliance and regulatory filing aspects are still manual. Segments where

challenges are being faced are:

e Non-integrating various regulatory authorities, resulting in redundancy of documentation.

e Delays in embracing blockchain and Al-based compliance measures.

e Security threats to online filing and protection of investor information.

e Insufficient digitalization of compliance processes increases the risk of procedural delays,
document faults, and capital market transactional frauds.

Conclusion and Recommendations

Procedure and regulatory bottle-necks are addressed through a multi-dimensional approach
based on:

Single-Window Clearance System — Structural development of an integrated platform for
regulatory sanctions to ensure compliance.

Harmonization of Regulatory Frameworks — Elimination of redundancy between SEBI, RBI,
MCA, and other regulators.

Shortening IPO Approval Timelines — Introducing fast-track listing for deserving companies.

Increased Application of Technology — Increased application of blockchain-based compliance,
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Al-based fraud detection, and automated reporting tools.

Policy Stability — Minimizing frequent revisions of listing standards and investment policy to
establish a stable regulatory environment.

India can make its capital market ecosystem more investor-friendly, efficient, and globally
competitive through these reforms.

3.2 Compliance Burden and Regulatory Uncertainty

Indian capital market encounters complicated and emerging compliance demands, and the
same is a quintessential handicap for businesses and investors alike. SEBI, RBI, MCA and
scholarships necessitate superimposed regulation, resulting in duplicate reports, excessive cost
and delayed licenses. Changes in regulation wherein taxation, company management and
foreign investment laws are modified at predetermined intervals result in uncertainty, and

hence long-term planning is also not easy.

Compliance expenses, such as legal fees, audit fees and fines, hit some small enterprises and
start-ups, keeping them out of the market. In addition, regulatory tradition uncertainty and lag
to adapt foster a fear compliance culture.

Key recommendations:

Streamlining the rules infuses the respective system with windows to avoid overkill. Political
stability - Provides consistent rules to increase investor confidence.

Technical compliance with this application of artificial intelligence, blockchain and automation
to enable reports to be automated. Speeded up conclusion - Speeded up IPOs, M&As, and
investment permits.

Proportionate Compliance - Encourages compliance for new firms and small and medium-sized
enterprises. In addressing these issues, India can make business more effective in the capital
markets.

Boost national and foreign investments.

3.3 Corporate Governance Challenges

Corporate administration plays a decisive role in ensuring transparency, accountability and
trust of investors in the Indian capital market. Nevertheless, weak law enforcement, dominance
of the promoter and the burden of compliance with requirements create problems that prevent

the ease of business.

1. Promoter dominance and related party transactions
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Many Indian companies have high promoter stakes, leading to board influence and governance
risk. Issues such as insider trading, opaque related-party transactions, and minority shareholder

exploitation remain concerns despite SEBI’s governance reforms.

2. Board Independence and Effectiveness

Although SEBI requires independent directors, concerns continue to exist over their lack of
autonomy, transparency in appointments and accountability. Many independent directors are
consistent with promoters, reducing their effectiveness in protecting shareholder interests.

3. The burden of compliance with requirements in accordance with the rules of SEBI
LODR

Strict standards of disclosure and management in accordance with the rules of SEBI (LONR),
2015 require large relationships, increasing compliance with companies, in particular SMEs

and startups.

4. Constructionism of shareholders and protection of investors
While institutional investors and advisory firms by proxy are striving for better corporate

governance, gaps in protection against informants and class actions limit investors' rights.

5. The challenges of ESG compliance and sustainability
Sebi has enforced ESG (environmental, social and governance) disclosures and added the cost
of compliance. Many companies report on sustainable development and regulation

expectations that combat the washing of risk.®?

To strengthen the independent structure of the director - provide transparent meetings and
better responsibility. Improve the protection of minority shareholders to strengthen the
mechanisms of exposure and supervision of transactions associated with them.

Simplifying management for SMEs - reduce the burden of conformity while maintaining the
protection of investors. Improving the variety of the board of directors and independence is the
mandate of a balanced sex and a mental presentation in the Soviets.

Abandon the ESG rules - provide clear recommendations for stability reports to facilitate

32 Sen, Shyam. “Technological Disruptions in Indian Capital Markets: The Role of FinTech.” Indian Journal of
Corporate Law, Vol. 11, No. 2 (2022): 142-159.
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compliance. India, which solves these management problems, can increase investors' trust,
market integrity and ease of business in the capital market.

3.4 Investor Protection Mechanisms and Redressal Systems

Investor protection is crucial to the development of market confidence, financial stability, and
access to the Indian capital market. Equity treatment, regulation enforcement, and effective
mechanism of redressal of grievances are of utmost importance in facilitating ease of doing
business. Despite regulatory actions, issues like fraud, offend, delay in dispute resolution and

low usage continue.

1. Legal basis for investor protection

The regulators who protect Indian investors are:

SEBI-Simplifies Fair Trade practices, information disclosure regulations, and compensation
compliance with regard to investor complaints.

Investor Education and Protection Fund (IEPF) has been established as per the 2013 Act to
safeguard the rights of the investors. Stock Exchanges (NSE, BSE) — Facilitates investor
grievance redress through arbitration and investor awareness drives.

Securities Appellate Tribunal (SAT) — Resolves appeals against SEBI directives.

2. Compensation mechanism for investor grievances

There are a number of platforms to address investor complaints:

Results (sebi retaints remain system) - an online portal where investors can register complaints
against such companies, brokers and depositors. Arbitration and Mediation - Scholarships offer
other forums of conflict resolution to resolve disputes between investors and intermediaries at
the earliest.

Consumer Courts and SAT-Investors may approach these forums legal protection legal
protection mechanisms in the event they are not content with the settlement by SEBI.

3. Investor protection issues

Delays in writing - Complaints remain pending for a long time to be addressed, reducing the
confidence of investors.

Illegal Investment Schemes — Unregistered schemes like Ponzi schemes and unauthorised

trading continue to impact retail investors.
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Insider Trading & Market Manipulation — Despite stringent legislation, instances of insider
trading and price manipulation are still on the cards. Low retail investor awareness - to many
investors, especially those in rural and semi-city locations, are unaware of the remuneration

mechanisms.

4 Significant suggestions for enhanced investor protection

Improved Sebi enforcement - quicker action against market fraud and increased penalties.
Enhance your electronic remedy system - Raise your grade for quicker resolution of disputes.
Investor Awareness Program - Sourcing better financial literacy from SEBI programs and
scholarships.

Raise transparency by listed companies, stringent disclosure standards of transaction details
related to stakeholders and corporate governance. Cases with the quick tracking of securities,
appeal tribunal cases (SAT)-a strangulation of the delay and enhance access.

Enhanced provisions on protection regulation for investors and grievance redressal
mechanisms, India can increase investors' confidence, improve entry and improve the ease of
doing business in capital markets.

3.5 Market Infrastructure and Technology Adoption

The Indian capital market requires an efficient market infrastructure

and technology setup to introduce efficiency, security, and

accessibility. Advanced trading platforms, electronic payment

systems, blockchain, and algorithmic trading have revolutionized

market functioning by simplifying doing business. However,

impediments like cybersecurity attacks, infrastructure gaps, and

sluggish reqgulatory action stand in the way of smooth technological
integration.33

1. Key Components of Market Infrastructure

Stock Exchanges — Bombay Stock Exchange (BSE) and National Stock Exchange (NSE)

enable trading with comprehensive computerized trading mechanisms.
Depositories — National Securities Depository Limited (NSDL) and Central Depository
Services Limited (CDSL) provide dematerialization and custody.

Clearing Corporations — Enable trades' settlement, minimizing counterparty risk (for instance,

33 Kumar, Ashok & Sharma, Deepak. “Foreign Portfolio Investment and Ease of Doing Business in India.” Indian
Journal of Finance, Vol. 17, No. 2 (2022): 88-104.
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Indian Clearing Corporation Limited).
FinTech and Algo Trading — Developing financial innovations and high-frequency trading

(HFT) streamline markets but become complicated for the regulators to address.

2. Deployment of New Technologies

Blockchain and Smart Contracts — Facilitate transparency and efficiency in settlement and
record-keeping, minimizing fraud.

Algorithmic and High-Frequency Trading (HFT) — Improves liquidity and price discovery, but
includes risks of market manipulation.

Artificial Intelligence (Al) and Big Data Analytics — Employed to assess risks, identify fraud,
and for predictive trading models.

Digital Payment Systems and UPI in Capital Markets — Enable easy transfer of funds and quick

settlements for investors.

3. Challenges in Market Infrastructure and Technology Integration

Cybersecurity Threats — Increasing reliance on digital platforms makes markets vulnerable to
hacking, data breaches, and ransomware attacks.

Regulatory Lag in Technology Adoption — SEBTI’s evolving regulatory framework struggles to
keep pace with rapid technological advancements.

High Costs for SMEs and Startups — Smaller firms face financial and operational challenges in
adopting tech-driven solutions.

Risk of Algorithmic Trading Manipulation — Lack of robust regulations for Al-based trading

poses risks of flash crashes and unfair market practices.

4. Regulatory Measures for Market Infrastructure Enhancement

SEBI’s Regulatory Sandbox — Allows FinTech startups to test innovative solutions under
regulatory supervision.

T+1 Settlement System — India’s shift to T+1 trade settlement improves liquidity and reduces
settlement risk.

Cyber Resilience Framework — SEBI’s cybersecurity regulations ensure secure trading
platforms and data protection.

Unified Payment Interfaces (UPI) for Retail Investors — Facilitates IPO and secondary market
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investments.

5. Recommendations for Market Infrastructure Improvement

Improving Cybersecurity Regulations — Augment real-time monitoring and data protection
mechanisms.

Promoting Blockchain Adoption — Promote smart contract-based trading and settlement
platforms.

Creating Al-Driven Risk Management Tools — Adopt Al-based fraud detection systems.
Encouraging FinTech Collaboration — Regulators should allow startups to benefit from digital
financial solutions.

Pursuing Faster Digital Infrastructure Growth — Invest in cloud computing, automated trade
handling, and robust IT architecture.

Upgrading the market infrastructure and embracing latest-generation technologies will help
India develop a more resilient, efficient, and investor-friendly capital market, revolutionizing

ease of doing business.
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CHAPTER 4 - ROLE OF SEBI AND OTHER REGULATORY BODIES

Introduction

The chapter on the role of SEBI (Securities and Exchange Board of India) and other regulatory
bodies in business operations in India provides a comprehensive exploration of the mechanisms
and frameworks that govern and influence the corporate landscape. This chapter underscores
the pivotal role played by regulatory entities in ensuring the smooth functioning, transparency,
and accountability of businesses across sectors, which are critical for fostering economic
growth and safeguarding the interests of various stakeholders.

The Securities and Exchange Board of India (SEBI), established in 1988 and granted statutory
powers in 1992, serves as the cornerstone of India's capital markets regulation. It is tasked with
protecting the interests of investors, promoting the development of securities markets, and
regulating them to ensure fair practices. SEBI's policies and interventions, ranging from
disclosure requirements to insider trading regulations, have a profound impact on the
operational strategies of businesses. This chapter delves into the key initiatives undertaken by
SEBI and their implications for corporate governance and ethical compliance in the Indian

business environment.

In addition to SEBI, other regulatory bodies such as the Reserve Bank of India (RBI), the
Ministry of Corporate Affairs (MCA), and industry-specific regulators like the Insurance
Regulatory and Development Authority of India (IRDAI) and the Telecom Regulatory
Authority of India (TRAI) play instrumental roles in shaping the regulatory ecosystem. Each
of these entities operates within its respective domain to address critical issues such as financial
stability, consumer protection, and operational efficiency. The chapter provides an in-depth
analysis of how these regulatory bodies interact with businesses, influencing everything from

operational guidelines to market entry strategies.

Furthermore, the chapter highlights the collaborative and sometimes overlapping roles of these
regulatory authorities in maintaining a balanced and robust economic framework. It also
examines the challenges posed by regulatory compliance, such as the increased cost of
operations and the potential for bureaucratic hurdles, while offering insights into the
opportunities presented by a well-regulated environment, including enhanced investor

confidence and sustainable growth.
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By exploring the evolving role of SEBI and other regulatory bodies, this chapter aims to
provide a nuanced understanding of how governance, policy-making, and enforcement
mechanisms intersect with the dynamics of business operations in India. It sets the stage for a
critical evaluation of regulatory reforms and their long-term implications for the Indian
economy.

4.1 Role of SEBI in Streamlining Business Operations

The Securities and Exchange Board of India (SEBI) plays a crucial role in regulating and
streamlining business operations in the Indian capital market. As the primary market regulator,
SEBI ensures market transparency, investor protection, corporate governance compliance, and
financial stability. By implementing proactive reforms, simplifying regulatory procedures, and
leveraging technology, SEBI has significantly contributed to enhancing the Ease of Doing
Business (EoDB) in India's financial ecosystem.

1. Regulatory Framework for Business Operations

SEBI's core functions—regulation, supervision, and enforcement—are designed to maintain a
fair and efficient capital market. Key regulatory frameworks include:

SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 — Mandates
disclosure norms and corporate governance compliance.

SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 — Simplifies IPO
listing and fundraising processes.

SEBI (Prohibition of Insider Trading) Regulations, 2015 — Ensures fair trading practices and
market integrity.34

2. Digital Initiatives to Enhance Market Efficiency

SEBI has leveraged technology to streamline market processes and improve regulatory
efficiency:

SCORES (SEBI Complaints Redress System) — A digital grievance redressal platform for
investors.

XBRL-Based Reporting — Companies must submit financial reports in structured formats to
improve transparency.

Regulatory Sandbox Framework — Allows FinTech firms and startups to test innovative

financial solutions under SEBI’s supervision.

34 Cambridge University Press, 2020.
Singhania, Vinod K. & Singhania, Monica. Direct Taxes: Law and Practice. Taxmann Publications, 2023.
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T+1 Settlement Cycle — Shortens trade settlement periods, enhancing market liquidity.

3. Market Liberalization and Fundraising Reforms

To attract domestic and foreign investments, SEBI has introduced simplified listing and
compliance norms:

Easing of IPO Listing Requirements — Reduced lock-in periods and relaxed public
shareholding norms.

Streamlined FPI (Foreign Portfolio Investment) Regulations — Simplifies investment norms for
foreign investors.

Innovations in REITs and InvITs — Expands fundraising options through Real Estate

Investment Trusts (REITs) and Infrastructure Investment Trusts (InvITs).

4. Strengthening Corporate Governance and Compliance

SEBI enforces strict governance norms to enhance corporate accountability and transparency:
Mandatory Board Composition Norms — Requires a minimum number of independent
directors.

Disclosure of Related Party Transactions (RPTS) — Enhances transparency in corporate
dealings.

ESG (Environmental, Social, and Governance) Reporting — Requires top-listed firms to
disclose sustainability practices.

5. Challenges and Areas for Improvement

Despite SEBI’s efforts, several challenges persist:

Compliance Burden for Small and Medium Enterprises (SMEs) — Complex regulatory norms

deter smaller firms.

Regulatory Overlaps with Other Authorities — Conflicts between SEBI, RBI, MCA, and IRDAI

create bureaucratic hurdles.

Need for Faster Dispute Resolution — Investor grievances and arbitration cases require speedier

resolutions.

6. Recommendations for Strengthening SEBI’s Role

e Further Simplification of Listing Procedures — Reduce paperwork and compliance costs
for new businesses.

e Integration of Al for Regulatory Oversight — Enhance fraud detection and real-time market

monitoring.
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Harmonization of Regulations Across Financial Sectors — Improve coordination between
SEBI, RBI, and MCA.
Enhanced Investor Awareness Programs — Expand financial literacy initiatives to increase

retail participation.

Stronger Cybersecurity Framework — Protect digital financial platforms from hacking and

data breaches.3®

By implementing market-friendly reforms, ensuring investor protection, and leveraging

technology, SEBI continues to enhance business efficiency and regulatory compliance,

making the Indian capital market more attractive for investment and growth.

4.2 SEBI’S

Regulatory Sandbox for Market Innovation

The Securities and Exchange Board of India (SEBI) introduced the

Requlatory Sandbox Framework to foster financial innovation while

ensuring market integrity, investor protection, and regulatory

compliance. The sandbox allows FinTech firms, startups, and market

participants to test new financial products, services, and business

models in a controlled requlatory environment before a full-scale

market launch. This initiative is part of SEBI’s broader strategy to

enhance the Ease of Doing Business (EoDB) in the Indian capital

markets by reducing entry barriers and promoting technological

advancements.

1. Objectives of SEBI’s Regulatory Sandbox

The primary objectives of SEBI’s Regulatory Sandbox are:

Encouraging innovation — Facilitating the development of new financial technologies.

Risk management — Allowing controlled testing to mitigate systemic risks.

Regulatory adaptation — Helping SEBI understand emerging FinTech trends and adapt

regulations accordingly.

Enhancing market efficiency — Improving cost-effectiveness, transparency, and investor

accessibility.

2. Key Features of SEBI’s Regulatory Sandbox

3 Bhattacharya, Hrishikesh. Banking and Financial Markets in India: Regulatory Issues. Sage, 2019.
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Eligibility Criteria— Market participants, including startups, financial institutions, and tech
firms, can apply if they demonstrate innovative solutions with potential benefits for
investors and market infrastructure.

Controlled Testing Environment — Participants can operate within a limited regulatory
exemption for a fixed period to evaluate feasibility.

Phased Implementation — Testing is conducted in stages, ensuring proper risk assessment
before wider adoption.

Investor Protection Mechanisms — Participants must comply with SEBI’s risk management
and data privacy safeguards.

Monitoring and Supervision — SEBI continuously oversees sandbox projects, ensuring

compliance with capital market regulations.

. Impact of the Regulatory Sandbox on Market Innovation

SEBI’s regulatory sandbox has significantly enhanced capital market efficiency by:
Boosting FinTech Growth — Encouraging Al-driven trading, blockchain applications, and
robo-advisory services.

Enhancing Financial Inclusion — Supporting digital investment platforms for retail
investors.

Improving Risk Management — Allowing firms to test cybersecurity measures and fraud
detection mechanisms.

Attracting Foreign Investments — Creating a favorable regulatory environment for global

financial innovation.

. Challenges in SEBI’s Regulatory Sandbox Implementation

Limited Participation — Strict eligibility criteria restrict smaller FinTech startups from
joining.

Regulatory Uncertainty — The sandbox operates in an experimental phase, making long-
term compliance unclear.

Data Privacy Concerns — Financial innovations involving Al and blockchain raise issues
of user data security and protection.

Coordination with Other Regulators — Lack of harmonization between SEBI, RBI, and
IRDAI creates bureaucratic hurdles.

5. Recommendations for Strengthening the Sandbox Framework
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e Expanding Eligibility Criteria — Allow wider participation from smaller FinTech startups.

e Enhancing Cross-Regulatory Coordination — SEBI should collaborate with RBI, IRDALI,
and MCA for a unified sandbox framework.

e Introducing a Permanent Sandbox Mechanism — Shift from a pilot phase to an
institutionalized framework.

e Strengthening Data Protection Norms — Implement clearer cybersecurity and privacy
regulations for FinTech participants.

e Fostering International Collaboration — Align SEBI’s sandbox with global frameworks like
Singapore’s MAS and UK’s FCA.

e By balancing innovation with investor protection and regulatory compliance, SEBI’s
Regulatory Sandbox serves as a catalyst for digital transformation and market efficiency
in the Indian capital markets.

4.3 Role of RBI, Ministry of Corporate Affairs, and Stock Exchanges
The Reserve Bank of India (RBI), Ministry of Corporate Affairs (MCA), and Stock Exchanges

play a crucial role in regulating, developing, and ensuring the smooth operation of the Indian

capital market. Each entity has distinct yet interconnected functions that contribute to the ease
of doing business (EoDB) in the financial sector. Their collective efforts shape the market's

regulatory landscape, ensuring transparency, investor protection, and financial stability.

1. Role of the Reserve Bank of India (RBI)

The RBI is the apex financial regulator in India, overseeing monetary policies, banking

regulations, and foreign exchange management. Although SEBI regulates the capital market,

RBI influences financial stability and market liquidity through its monetary and

macroeconomic policies.

Key Functions of RBI in Capital Markets

e Foreign Exchange and FDI Regulations — RBI administers the Foreign Exchange
Management Act (FEMA), 1999, governing Foreign Portfolio Investments (FPI) and
Foreign Direct Investments (FDI) in capital markets.

e Regulation of NBFCs and Banks — RBI supervises Non-Banking Financial Companies
(NBFCs) that play a key role in stock market funding.

e Monetary Policy and Interest Rates — RBI’s monetary policy decisions impact liquidity,
interest rates, and stock market performance.

e Oversight of Payment and Settlement Systems — RBI regulates clearing and settlement

mechanisms in stock exchanges to prevent systemic risks.
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Corporate Bond Market Development — RBI works towards improving the corporate debt

market through policy initiatives like electronic trading platforms for bond transactions.

2. Role of the Ministry of Corporate Affairs (MCA)

The MCA is responsible for corporate governance, company law compliance, and business

regulation in India. It administers critical legislations affecting capital markets, including:

Companies Act, 2013 — Governs corporate structures, disclosure norms, and investor
rights.

Insolvency and Bankruptcy Code (IBC), 2016 — Facilitates faster resolution of distressed
companies, improving investor confidence.

Limited Liability Partnership Act, 2008 — Regulates alternative investment structures used
in capital markets.

Key Contributions of MCA to Ease of Doing Business

Simplification of Corporate Compliance — Initiatives like SPICe+ (Simplified Proforma
for Incorporating a Company Electronically) have reduced business registration time.
Digitization of Regulatory Filings — The MCA21 e-governance platform enables seamless
company registration, compliance filings, and disclosures.*

Corporate Social Responsibility (CSR) Regulations — Ensures transparent corporate
governance and responsible investment practices.

Strengthening Corporate Governance — The MCA enforces SEBI’s LODR (Listing

Obligations and Disclosure Requirements) for transparency in financial disclosures.

3. Role of Stock Exchanges (NSE, BSE, etc.)

Stock exchanges act as the primary platforms for capital mobilization, facilitating the
listing, trading, and regulation of securities. The National Stock Exchange (NSE) and
Bombay Stock Exchange (BSE) are the two largest exchanges in India.

Key Functions of Stock Exchanges

Ensuring Market Liquidity — Providing real-time trading and price discovery mechanisms.
Facilitating Capital Raising — Companies raise funds via Initial Public Offerings (IPOs),
Follow-on Public Offerings (FPOs), and debt listings.

Regulatory Compliance — Stock exchanges enforce SEBI’s regulations on trading, investor

protection, and listing norms.

36 Companies Act, 2013, No. 18, Acts of Parliament, 2013 (India).
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Surveillance and Risk Management — Implementing measures to prevent market
manipulation, insider trading, and fraud.

Integration of Technology — Adoption of Artificial Intelligence (Al), blockchain, and
algorithmic trading to enhance efficiency.

4. Challenges in Coordination Among Regulatory Bodies

Regulatory Overlaps — Conflicts between RBI, SEBI, and MCA create compliance
challenges for businesses.

Fragmented Oversight on NBFCs — While RBI regulates NBFCs, SEBI monitors debt
securities issued by them, leading to dual compliance burdens.

Slow Dispute Resolution — Lengthy processes in tribunals like Securities Appellate
Tribunal (SAT) and National Company Law Tribunal (NCLT) delay market reforms.

5. Recommendations for Enhancing Inter-Regulatory Coordination

Harmonization of Regulations — SEBI, RBI, and MCA should develop a unified
compliance framework to ease regulatory burdens.

Faster Dispute Resolution Mechanisms — Strengthening SAT and NCLT infrastructure to
expedite corporate dispute resolutions.

Technological Integration — Establishing a common digital platform for regulatory filings
and investor grievance redressal.

Investor Awareness Programs — Conducting joint financial literacy campaigns by SEBI,
RBI, and stock exchanges.

By improving coordination, reducing compliance complexities, and leveraging
technology, these regulatory bodies can enhance market efficiency, investor confidence,

and ease of doing business in the Indian capital markets.

4.4 Case Studies on SEBI’s Reforms and Their Impact

SEBI has implemented numerous regulatory reforms to enhance transparency, investor

protection, and ease of doing business in the Indian capital market. This section presents

notable case studies illustrating SEBI’s interventions and their impact on market efficiency.

e Case Study 1: SEBI’s Revamp of IPO Regulations (2021-22)

Background:
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Before 2021, IPO regulations had inconsistencies in disclosure norms, and many companies
misused IPO proceeds, leading to poor investor confidence.

Reform Measures:

Increased Transparency: SEBI mandated detailed disclosures on IPO price justification and
fund utilization.®

Lock-in Requirements: Startups using offer-for-sale (OFS) mechanisms faced stricter lock-in
conditions for pre-IPO investors.

Anchor Investors Regulation: SEBI required anchor investors to hold shares for a longer period
to prevent early exits.®®

Impact:

Led to better price discovery and reduced volatility in newly listed stocks.

Increased retail investor participation, strengthening capital market accessibility.

Prevented misuse of IPO funds, ensuring better corporate governance.®

o Case Study 2: SEBI'’s Regulatory Sandbox for Market Innovation
Background:
FinTech startups faced regulatory barriers in testing new products due to strict SEBI
compliance norms.
Reform Measures:
SEBI launched a Regulatory Sandbox framework (2020) allowing startups to test financial
innovations in a controlled regulatory environment.”
Introduced conditional waivers on regulatory requirements for selected innovations.®
Impact:
Boosted FinTech innovation, leading to growth in algorithmic trading and Al-driven
investment tools.’
Enabled faster approval of innovative financial products, benefiting investors.'°

Enhanced SEBI’s regulatory adaptability in a rapidly evolving digital market."!

o Case Study 3: SEBI’s Stricter Insider Trading Regulations (2021-22)
Background:

India witnessed high-profile insider trading cases involving company executives and

37 SEBI Circular No. SEBI/HO/CFD/DIL2/CIR/P/2021/46, IPO Disclosures and Fund Utilization, April 2021.
38 SEBI Circular on Anchor Investor Lock-in Period, November 2021.
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promoters. SEBI’s existing regulations needed stronger enforcement.

Reform Measures:

Revised Prohibition of Insider Trading Regulations (PIT), 2015 to introduce structured digital
tracking of insider trades.1?

Mandated pre-clearance of trades by key executives and board members.13

Increased penalties and surveillance measures to deter insider trading.'

Impact:

Improved market integrity and reduced unfair trading advantages.'

Strengthened investor confidence in fair price discovery mechanisms.'¢

Enabled automated tracking of suspicious transactions, reducing manual regulatory burdens.'’

e Case Study 4: SEBI’s ESG (Environmental, Social, and Governance) Disclosure Norms
(2023)
Background:
Global investors emphasized ESG compliance, but India lacked standardized ESG disclosure
frameworks for listed companies.
Reform Measures:
SEBI mandated Business Responsibility and Sustainability Reporting (BRSR) for the top 1000
listed companies.'®
Companies must disclose carbon footprint, social responsibility measures, and governance
policies.”
Impact:
Attracted foreign investments, as global funds prefer ESG-compliant firms.?
Encouraged corporate sustainability, aligning Indian firms with global ESG standards.2:

Improved long-term risk management for investors.??

4.5 Challenges in Regulatory Enforcement

Despite SEBI’s proactive measures, regulatory enforcement faces multiple challenges affecting
the ease of doing business in capital markets.

1. Delayed Enforcement in Market Violations

SEBI often faces delays in prosecuting insider trading and securities fraud cases due to lengthy
legal proceedings.z

Example: The Sahara vs. SEBI case took years to resolve, delaying investor refunds.?*

2. Complexity in Coordinating with Other Regulatory Bodies
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Overlapping jurisdiction between SEBI, RBI, and MCA causes regulatory conflicts.>
Example: The Karvy Stock Broking Scam (2019) highlighted loopholes in SEBI and NSE’s
oversight mechanisms.?

3. Difficulty in Regulating Emerging Financial Technologies

Algorithmic and high-frequency trading (HFT) pose new risks, including market
manipulation.?’

Blockchain-based securities trading lacks comprehensive SEBI regulations.?®

4. Challenges in Monitoring Foreign Institutional Investments (FII)

SEBI struggles to track beneficial ownership of Flls, raising concerns over round-tripping and
money laundering.?

Example: The Adani-Hindenburg controversy (2023) highlighted issues with foreign investor
transparency.*°

5. Limited Investor Awareness and Redressal Mechanisms

Retail investors face delays in grievance redressal, discouraging participation.3!

SEBI’s SCORES (SEBI Complaints Redress System) has improved complaint resolution but
still needs faster case disposal.3

Recommendations for Strengthening Regulatory Enforcement

Fast-track Securities Litigation: SEBI should have a dedicated securities tribunal for expedited
case resolutions.33

Enhance Surveillance with Al & Big Data: Use predictive analytics for early detection of fraud
and insider trading.>*

Strengthen Inter-Regulatory Coordination: Improve cooperation with RBI, MCA, and tax
authorities to prevent jurisdictional conflicts.

Introduce Stricter Compliance for Foreign Investors: Implement real-time tracking of FlI
ownership structures.

Improve Investor Awareness Programs: Strengthen financial literacy campaigns to help retail
investors make informed decisions.

By addressing these enforcement challenges, SEBI can further enhance market efficiency,

investor protection, and ease of doing business in the Indian capital markets.
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CHAPTER 5 - COMPARATIVE ANALYSIS WITH GLOBAL CAPITAL
MARKETS

Introduction

The chapter on comparative analysis with global capital markets offers an insightful
examination of India's capital markets in relation to their international counterparts,
highlighting key similarities, differences, and opportunities for growth. By juxtaposing India's
regulatory practices, market dynamics, and investor behaviors with those of advanced and
emerging economies, this chapter provides a comprehensive understanding of the competitive

position and challenges faced by India’s financial ecosystem.

A key focus of this chapter is the structural comparison between India’s capital markets and
those of globally influential economies like the United States, the United Kingdom, and
Singapore. The analysis explores aspects such as market capitalization, liquidity, the diversity
of financial instruments, and the role of technology in trading platforms. By identifying the
strengths and limitations of India’s markets, the chapter sheds light on areas where

improvements can align India with international standards.

The chapter also examines the regulatory frameworks governing global capital markets and
draws parallels with Indian practices. For instance, the role of entities like the Securities and
Exchange Commission (SEC) in the U.S. or the Financial Conduct Authority (FCA) in the U.K.
is contrasted with the functions of SEBI in India. Through this comparison, the chapter
highlights best practices adopted by other nations and discusses their applicability to India's

unique economic and cultural context.

Additionally, the chapter explores investor sentiments and behaviors across global markets,

comparing factors such as risk appetite, diversification strategies, and preferences for
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innovative financial products. It addresses how differences in economic maturity, political
stability, and demographic trends influence investor decisions, providing valuable insights into

how India can attract greater foreign investments and enhance domestic investor confidence.

Another critical area discussed is the integration of sustainability and ESG (Environmental,
Social, and Governance) principles into capital markets. The chapter evaluates global
initiatives promoting responsible investing and compares them with India’s progress in
embedding these principles into its market operations. This comparison aims to identify

opportunities for India to emerge as a leader in sustainable finance.

By providing a holistic comparative analysis, this chapter seeks to contextualize India’s capital
markets within the global financial ecosystem. It not only outlines the challenges and gaps but
also identifies strategic opportunities to enhance India's competitive edge and establish its

markets as a global player in the financial landscape.

5.1 Ease of Doing Business in India vs. Developed Markets (USA,

UK, Singapore)

The ease of doing business (EoDB) in capital markets is a crucial factor in attracting
investments, fostering financial growth, and enhancing market competitiveness. While India
has made significant progress in capital market reforms, it still faces challenges compared to
developed markets such as the USA, UK, and Singapore. This section presents a comparative
analysis of India's regulatory environment, investment climate, and market efficiency against

these global benchmarks.

1. Regulatory Framework and Market Oversight

India

Regulator: Securities and Exchange Board of India (SEBI).

Key Laws: SEBI Act, 1992; Companies Act, 2013; Foreign Exchange Management Act
(FEMA), 1999.

Challenges:

Complex compliance requirements, leading to high regulatory costs for businesses.*

% SEBI Act, 1992
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SEBI's frequent regulatory updates create uncertainty.*°

Time-consuming IPO approvals (average of 6-8 weeks).

USA

Regulator: Securities and Exchange Commission (SEC).

Key Laws: Securities Act, 1933; Securities Exchange Act, 1934.

Advantages:

Efficient registration processes with electronic filings via EDGAR.

SEC allows special purpose acquisition companies (SPACs) for faster market entry.*

Strong corporate governance enforcement, ensuring investor confidence.

UK

Regulator: Financial Conduct Authority (FCA).

Key Laws: Financial Services and Markets Act, 2000; UK Listing Rules.
Advantages:

Flexible capital-raising structures (e.g., AIM for small companies).

FCA ensures clear and consistent regulations, reducing compliance burdens.*?

Quick IPO processing (typically within four weeks).

Singapore

Regulator: Monetary Authority of Singapore (MAS).

Key Laws: Securities and Futures Act, 2001.

Advantages:

Pro-business environment with simplified financial regulations.
MAS promotes FinTech innovation through regulatory sandboxes.

Fastest IPO approval process among the four (average three weeks).*3

2. Market Infrastructure and Digitalization
India

Growth of digital trading platforms, but infrastructure challenges remain.

40 SEBI’s Annual Report on Regulatory Challenges, 2023.
41 US SEC, SPAC Market Trends, 2023.

42 UK Parliament, Financial Services Regulation Act, 2022.
43 MAS, Securities Regulation in Singapore, 2023.
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Algorithmic and high-frequency trading (HFT) adoption is increasing.

Challenges:

Stock exchange outages (e.g., NSE’s 2021 trading halt) raise concerns over infrastructure
resilience.'®

Slow adoption of blockchain technology for settlements.

USA

Highly automated markets with Al-driven trading.

Real-time settlements through platforms like DTCC.

Strong cybersecurity measures reducing trading risks.

UK

Advanced FinTech ecosystem integrating Al and blockchain.

Alternative Investment Market (AIM) facilitates easy fundraising for startups.
Singapore

Pioneered digital securities trading, allowing tokenized securities issuance.

Government-backed FinTech initiatives accelerate market innovation.

3.Ease of Foreign Investment and Taxation

India

Foreign Direct Investment (FDI) and Foreign Portfolio Investment (FPI) require approvals
from SEBI and RBI.

Challenges:

Complex tax structures (capital gains tax, STT, GST on financial services).

KYC and compliance procedures are lengthy for foreign investors.

USA
Attractive tax benefits for capital market investors (lower capital gains tax).

No restrictions on FDI in most sectors.
UK

Investor-friendly taxation policies, with zero capital gains tax for non-residents.

Easy foreign investment regulations under FCA oversight.
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Singapore
One of the most attractive FDI destinations due to low taxation.

No capital gains tax on securities transactions.

4. Investor Protection and Corporate Governance

India

SEBI’s Listing Obligations and Disclosure Requirements (LODR), 2015 strengthened
transparency.

Challenges:

Delayed resolution of shareholder disputes.

Weak enforcement against insider trading, despite stricter regulations.

USA

Sarbanes-Oxley Act, 2002 ensures strong corporate governance.

SEC has strict penalties for corporate fraud.

UK

UK Corporate Governance Code mandates independent board structures.
Strong whistleblower protection laws safeguard investors.

Singapore

Code of Corporate Governance (2018) enforces shareholder rights.

Rapid enforcement actions against non-compliant companies.

While India’s capital market reforms have improved EoDB, the country still lags behind
developed markets in terms of regulatory flexibility, taxation simplicity, and investor
protection mechanisms. Based on global best practices, India can consider:

Streamlining regulatory approvals by reducing [PO processing times and making SEBI’s
compliance framework more predictable.

Enhancing digital infrastructure to prevent market disruptions and system outages.
Introducing tax incentives similar to Singapore’s zero capital gains tax model to attract more
foreign investors.

Strengthening corporate governance enforcement through faster resolution of market
violations.

By adopting global best practices, India can boost investor confidence, increase market

accessibility, and further improve its EoDB rankings in the capital market.
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5.2 Best Practices from Other Jurisdictions

The ease of doing business in capital markets is a critical determinant of a country’s financial
growth and global competitiveness. Countries with efficient, transparent, and investor-friendly
regulations have successfully attracted both domestic and foreign investments. This section
examines best practices from developed jurisdictions such as the United States (USA), the
United Kingdom (UK), Singapore, and the European Union (EU) that India can adopt to
improve its capital market efficiency and regulatory framework.

1. Streamlined Regulatory Approvals and Compliance

United States (SEC’s EDGAR System & SPAC Listings)

The Securities and Exchange Commission (SEC) has fully digitized the IPO and listing process
through the Electronic Data Gathering, Analysis, and Retrieval (EDGAR) system.**

Special Purpose Acquisition Companies (SPACs) allow companies to go public quickly
without lengthy IPO processes.

Lesson for India: SEBI can enhance automation in IPO processing and explore SPAC

regulations for faster market entry.

United Kingdom (Alternative Investment Market — AIM)

The AIM market under the Financial Conduct Authority (FCA) enables small and medium
enterprises (SMEs) to list with fewer regulatory hurdles.

No mandatory prospectus requirements, making the listing process cheaper and quicker.*
Lesson for India: India could introduce a less regulated listing segment for startups, similar to

AIM, under SEBI’s supervision.

Singapore (Pro-Business Regulatory Approach)

The Monetary Authority of Singapore (MAS) adopts a risk-based approach to capital market
regulation, ensuring lighter compliance for low-risk companies.

Lesson for India: SEBI could implement a tiered compliance framework, reducing the
regulatory burden for low-risk firms.

2. Taxation and Foreign Investment Friendliness

44 U.S. Securities and Exchange Commission, EDGAR System and Digital Reporting, 2023.
4 UK Treasury, IPO Regulations and SME Capital Raising, 2023.
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Singapore (Zero Capital Gains Tax Policy)

Singapore has no capital gains tax on securities transactions, making it one of the most investor-
friendly jurisdictions.

Foreign Portfolio Investors (FPIs) face minimal regulatory hurdles, attracting global investors.
Lesson for India: India could reconsider capital gains taxation on stock market transactions to
attract long-term investments.

United Kingdom (Investor-Friendly Taxation)

Non-resident investors enjoy zero capital gains tax on securities.*®

Dividend income from UK-listed companies is subject to lower tax rates, boosting market
participation.

Lesson for India: A preferential tax regime for long-term investors could increase foreign
capital inflows.

European Union (MiFID Il and Cross-Border Investment Rules)

The Markets in Financial Instruments Directive Il (MiFID 1) harmonizes capital market
regulations across the EU, ensuring easy cross-border investments.*’

Lesson for India: India can adopt simplified FPI norms, reducing bureaucratic barriers to attract

institutional investors.

3. Investor Protection and Corporate Governance

United States (Sarbanes-Oxley Act, 2002)

Strict corporate governance laws mandate independent directors, internal controls, and
transparency in financial disclosures.

Heavy penalties for insider trading and financial fraud ensure strong market integrity.

Lesson for India: While India’s LODR Regulations are robust, enhanced enforcement and

whistleblower protection can further strengthen governance.*

United Kingdom (UK Corporate Governance Code, 2018)

Mandates board independence, executive accountability, and clear shareholder rights.
Encourages long-term sustainable corporate strategies over short-term financial gains.

Lesson for India: Indian firms should strengthen independent board roles and shareholder

engagement to enhance governance standards.

46 UK Taxation Authority, Capital Gains Tax Regulations, 2023.
47 European Commission, MiFID Il Cross-Border Investment Reforms, 2022.
8 Harvard Law Review, Corporate Fraud Enforcement in the US, 2023.
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Singapore (Swift Enforcement Actions on Market Violations)

MAS has a fast-track mechanism to handle corporate fraud and non-compliance issues within
a short time frame.'®

Lesson for India: SEBI should reduce investigation timelines and increase penalty enforcement

efficiency.

4. Market Infrastructure and Technology Adoption

United States (Real-Time Clearing & Settlement Systems)

T+1 settlement cycle for equity trades has reduced transaction risks and improved liquidity.
Use of blockchain technology in post-trade settlements is under pilot testing.!”

Lesson for India: SEBI should expedite the transition to T+1 settlements for all market
segments and explore blockchain for secure trade settlements.

United Kingdom (Algorithmic and High-Frequency Trading Regulation)

FCA has clear guidelines on algorithmic trading, ensuring fair market practices and reduced
manipulation risks.

Lesson for India: SEBI could strengthen algo-trading regulations to balance innovation and
investor protection.

Singapore (FinTech & Digital Securities Platforms)

MAS promotes FinTech-driven investment platforms and digital securities issuance.’

Lesson for India: India should encourage blockchain-based security issuance for enhanced

market efficiency.

5. Alternative Fundraising Mechanisms

United States (Regulation A+ and Crowdfunding for Capital Raising)

Regulation A+ allows small companies to raise capital without traditional IPO processes.
Equity crowdfunding is legalized, enabling retail investors to participate in startup funding.
Lesson for India: SEBI could develop a regulated equity crowdfunding framework to support
early-stage companies.

United Kingdom (Green Bonds and Sustainable Finance Initiatives)

The London Stock Exchange (LSE) has a dedicated green bond segment to support sustainable
finance.

Lesson for India: India should expand its green bond market to attract ESG-focused global
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investors.

India’s capital market has seen substantial improvements, but further reforms are needed to
enhance market accessibility, investor confidence, and regulatory efficiency. The following
global best practices could help streamline India’s capital market ecosystem:

Faster IPO approvals and alternative listing platforms (inspired by the US’s SPAC model and
UK’s AIM).

Simplified taxation policies (learning from Singapore’s zero capital gains tax).

Enhanced investor protection mechanisms (adopting the US Sarbanes-Oxley governance
model).

Accelerated settlement cycles and blockchain adoption (following US and Singapore’s lead).
New fundraising mechanisms like crowdfunding and green bonds (following the UK and US
frameworks).

By integrating global best practices, India can strengthen market transparency, investor
participation, and overall ease of doing business in the capital market.

5.3 Lessons for India in Improving Market Efficiency

India’s capital market has undergone significant reforms, yet market efficiency remains a
challenge due to regulatory complexities, compliance burdens, and slow enforcement
mechanisms. Examining global best practices, India can adopt structural and policy changes to
improve market efficiency, enhance investor confidence, and ensure seamless business

operations.

1. Simplification of Regulatory Framework

Issue: India’s multiple regulatory agencies (SEBI, RBI, MCA, FEMA, etc.) often create
overlapping compliance requirements, leading to delays and confusion.*

Global Example: The UK’s Financial Conduct Authority (FCA) follows a single-window
clearance model, making compliance faster and more predictable.

Lesson for India: A unified regulatory framework or a single-window system could streamline

approvals for capital market participants.

2. Reducing IPO Processing Time and Enhancing Listing Mechanisms
Issue: In India, the IPO approval process is lengthy due to stringent SEBI scrutiny and

49 Securities and Exchange Board of India (SEBI), Regulatory Compliance Report, 2023.
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disclosure requirements.*

Global Example: The U.S. SEC’s SPAC (Special Purpose Acquisition Company) framework
enables firms to go public quickly.

Lesson for India: SEBI could consider introducing SPAC regulations, allowing companies to

raise capital without traditional IPO constraints.

3. Improving Investor Protection & Corporate Governance

Issue: Insider trading, poor transparency, and weak investor grievance redressal mechanisms
hinder market trust.

Global Example: The U.S. Sarbanes-Oxley Act mandates strict corporate governance rules,
ensuring board independence and financial accountability.

Lesson for India: Strengthening independent director roles, improving whistleblower

protections, and enforcing tighter disclosure norms.

4. Faster Dispute Resolution and Enforcement Actions

Issue: Legal disputes in Indian capital markets take years to resolve due to judicial backlog and
procedural delays.>

Global Example: Singapore’s fast-track financial dispute resolution system allows settlements
within months.

Lesson for India: Establishing dedicated capital market tribunals or a specialized financial

dispute resolution mechanism.

5. Enhancing Digital Infrastructure and Market Accessibility

Issue: Indian stock markets rely on manual compliance filings and paper-based processes,
affecting efficiency.

Global Example: The U.S. SEC’s EDGAR system fully digitizes company filings, compliance,
and reporting.>2

Lesson for India: SEBI should implement a real-time digital compliance and monitoring
system, improving market efficiency.

5.4 Policy Reforms for Enhancing Business Ease in Indian Capital Markets

To make India’s capital market more efficient and business-friendly, several policy reforms

%0 SEBI, IPO Processing Guidelines and Timeframe Analysis, 2023
51 Supreme Court of India, Judicial Delays in Capital Market Disputes, 2022,
52 SEC, EDGAR System and Digital Filing Standards, 2023.
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must be introduced. These include regulatory simplification, improved compliance

mechanisms, investor protection measures, and enhanced digital infrastructure.

1. Streamlining Compliance and Reducing Regulatory Burden

Proposal: Introduce self-regulatory mechanisms (SRMs) for low-risk companies to reduce
compliance burdens.

Implementation: Similar to Singapore’s risk-based approach, firms with a strong compliance

history should receive faster approvals and reduced scrutiny.

2. Taxation Reforms for Capital Market Growth

Proposal: Reduce capital gains tax on long-term investments to attract more Foreign Portfolio
Investors (FPIs).

Implementation: Countries like Singapore and the UK offer zero or low capital gains tax to

boost market participation.

3. Strengthening SEBI’s Enforcement and Investor Grievance Mechanism

Proposal: Set up a time-bound arbitration process for investor complaints and regulatory
disputes.

Implementation: Learning from the UK Financial Ombudsman Service, SEBI could implement
a 90-day resolution policy for investor grievances.*

4. Leveraging Technology for Transparency and Market Growth

Proposal: Adopt Blockchain for trade settlements, Al-driven compliance tracking, and
automated reporting.

Implementation: SEBI could pilot blockchain-based stock trading like how the Australian

Securities Exchange (ASX) is doing.

5. Introducing Alternative Capital Raising Methods
Proposal: Develop an Alternative Investment Platform (AIP) for startups and SMEs to raise
funds without traditional IPOs.

53
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Implementation: Inspired by London Stock Exchange’s AIM Market, SEBI could introduce a
simplified SME listing model.

India must adopt global best practices while implementing homegrown solutions to improve
capital market efficiency and ease of doing business. Reforms in regulation, taxation, investor
protection, and technology adoption will help India compete with global financial markets and

attract long-term investments.

CHAPTER 6 - INVESTOR PERSPECTIVE AND MARKET ACCESSIBILITY

Introduction

The chapter on investor perspective and market accessibility provides a nuanced exploration
of the attitudes, priorities, and challenges faced by investors in navigating India's financial
landscape. By addressing the intersection of investor expectations and the accessibility of
markets, this chapter aims to shed light on the factors shaping investment decisions and the

inclusiveness of India's capital markets.

At the core of this chapter is an analysis of the diverse profiles and objectives of investors,
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ranging from retail and institutional participants to foreign and domestic entities. It examines
how each group's investment strategies are influenced by factors such as risk tolerance, return
expectations, and market trends. The chapter explores the dynamics of investor confidence in
India, focusing on the critical role of transparency, stability, and predictability in attracting and

retaining investments.

A significant focus of the chapter is the accessibility of India's capital markets, both in terms
of physical and digital infrastructure. It discusses advancements in technology, such as online
trading platforms and mobile applications, which have democratized market access for retail
investors. At the same time, it delves into the limitations that still persist, such as literacy
barriers, lack of awareness, and regional disparities, which hinder broader participation in the
markets. The chapter provides insights into how these accessibility issues affect investor

inclusivity, especially among underserved populations.

The chapter also examines the influence of regulatory policies on investor behavior and market
access. The role of SEBI, stock exchanges, and depositories in ensuring fair and equitable
market access is highlighted. Additionally, the impact of initiatives like dematerialization of
securities, simplified Know Your Customer (KYC) processes, and mutual fund penetration
campaigns is explored, underscoring their contribution to enhancing accessibility and fostering

a more inclusive investment environment.

Furthermore, the chapter addresses challenges faced by foreign investors in accessing Indian
markets, such as regulatory complexities, currency risks, and differences in governance
standards. It highlights the measures undertaken to improve ease of investment for foreign
portfolio investors (FPIs) and foreign direct investors (FDIs), while also examining areas where

further reforms are needed to bolster India's position as an attractive investment destination.

By integrating perspectives from diverse investor groups and evaluating the accessibility of
India's financial markets, this chapter seeks to provide a comprehensive understanding of the
interplay between investor priorities and market inclusiveness. It sets the stage for identifying
strategies to enhance investor participation and create a more robust and equitable financial
ecosystem.

6.1 Ease of Investment for Retail and Institutional Investors

The ease of investment in capital markets is a crucial determinant of market accessibility,
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liquidity, and investor confidence. Retail and institutional investors play distinct but
complementary roles in the capital market ecosystem. While retail investors bring market
diversity and stability, institutional investors such as mutual funds, insurance companies, and
pension funds contribute large-scale capital inflows and professional investment strategies.
Ensuring a seamless investment process for both categories is essential for promoting capital

market growth in India.

1. Simplification of Investment Procedures

Issue: Cumbersome account opening processes, extensive documentation, and delays in Know
Your Customer (KYC) verification hinder investor participation.

Global Example: The U.S. SEC’s simplified online account setup and one-click investment
models improve investor accessibility.>*

Solution for India: Implementing fully digital KYC, Aadhaar-based verification, and seamless

account linking could accelerate retail investor onboarding.

2. Reducing Costs and Transaction Barriers

Issue: High brokerage fees, securities transaction taxes (STT), and compliance charges
discourage frequent trading and limit market participation.

Global Example: Singapore and the UK have lower transaction costs and incentivized
investment structures.>

Solution for India: Reviewing STT rates, reducing brokerage charges, and encouraging zero-

commission trading platforms to attract retail investors.

3. Strengthening Institutional Investment Framework

Issue: Institutional investors face regulatory restrictions, investment limits, and compliance
burdens that reduce market participation.

Global Example: The U.S. allows flexible investment strategies for hedge funds, pension funds,
and asset management companies.

Solution for India: Revising investment caps, relaxing foreign investment restrictions, and

allowing more risk-adjusted instruments could enhance institutional participation.

5 Securities and Exchange Board of India (SEBI), Investor Onboarding and KYC Challenges in Indian Markets,
2023.
%5 Monetary Authority of Singapore (MAS), Capital Market Efficiency and Cost Structures, 2023.
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4. Enhancing Investor Protection and Risk Mitigation

Issue: Retail investors are vulnerable to fraud, insider trading, and market volatility, leading to
hesitancy in investments.

Global Example: The European Union’s MiFID II regulations enforce strict investor protection
policies and transparent disclosures.*®

Solution for India: Strengthening SEBI’s investor grievance redressal mechanism, enforcing

stringent corporate governance norms, and increasing financial literacy programs.

5. Leveraging Technology and FinTech for Market Accessibility
Issue: Lack of easy-to-use investment platforms, slow transaction processing, and manual
compliance filings create barriers for investors.
Global Example: U.S.-based Robinhood and UK’s Revolut offer simplified, tech-driven
investment platforms with real-time analytics.®’
Solution for India: Encouraging FinTech-driven investment platforms, enabling Al-based
investment advisory, and introducing blockchain-based settlements to reduce transaction times.
For India to become a globally competitive capital market, it must ensure seamless investment
processes, cost-efficiency, strong investor protection measures, and technological
advancements. By simplifying compliance, reducing costs, strengthening institutional
investment policies, and leveraging technology, India can enhance market participation and
long-term economic growth.

6.2 Foreign Direct Investment (FDI) and Foreign Portfolio Investment (FPI)

Challenges
Foreign investments play a pivotal role in strengthening the Indian capital market by enhancing

liquidity, improving market efficiency, and fostering economic growth. Foreign Direct
Investment (FDI) refers to long-term investments where foreign entities acquire a controlling
stake in domestic businesses, whereas Foreign Portfolio Investment (FPI) involves short-term
investments in financial instruments such as stocks and bonds. While India has made significant
reforms to attract foreign investment, several regulatory, operational, and geopolitical

challenges remain.

% European Securities and Markets Authority (ESMA), MiFID 1l and Investor Protection Regulations, 2023.
57 Financial Conduct Authority (FCA) UK, FinTech Disruptions and Investment Accessibility, 2023.
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1. Complex Regulatory Framework and Policy Uncertainty

Issue: Frequent policy changes, sectoral caps, and compliance burdens under FEMA, SEBI,
and RBI regulations create an unpredictable investment climate.

Global Example: The UK follows a more stable FDI policy, ensuring minimal government
intervention in foreign investments.>®

Solution for India: Establishing a more transparent and predictable FDI/FPI policy with

streamlined regulatory approvals.

2. Restrictions on FDI in Certain Sectors

Issue: Sector-specific FDI caps (e.g., defense, telecom, retail) limit foreign participation.
Global Example: Singapore offers 100% FDI in most sectors, boosting capital inflows.>®
Solution for India: Gradually increasing FDI limits while balancing national security and

gconomic interests.

3. Market Volatility and Capital Flight Risks

Issue: FPI investors often exit Indian markets during economic downturns, leading to sudden
capital outflows.

Global Example: The US encourages long-term institutional investments to mitigate capital
flight risks.

Solution for India: Offering tax incentives and policy stability to retain long-term FPIs.

4. Compliance and Reporting Burdens

Issue: Stringent disclosure norms and KYC requirements under SEBI and RBI regulations
delay investments.®°

Global Example: The EU follows standardized, investor-friendly documentation processes.

Solution for India: Simplifying investment registration and compliance reporting.

5. Taxation and Repatriation Challenges
Issue: Double taxation and unclear tax policies discourage investors.5!

Solution: Strengthening bilateral tax treaties and ensuring simplified capital gains taxation for

%8 UK Department for Business & Trade, Foreign Direct Investment Policy, 2023.

%9 Monetary Authority of Singapore (MAS), FDI Policy in Singapore, 2023.

8 Financial Action Task Force (FATF), Investment Compliance Burdens and Solutions, 2023.
61 Central Board of Direct Taxes (CBDT), Taxation of Foreign Investors in India, 2023.
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foreign investors.

6.3 Taxation and Compliance Issues for Investors

Taxation and compliance regulations directly impact investment decisions, affecting both
domestic and foreign investors. India's tax regime includes capital gains tax, securities
transaction tax (STT), and dividend distribution tax, among others. While recent reforms have
aimed to simplify taxation, uncertainties, frequent amendments, and high tax rates continue to

be major concerns.

1. Complexity in Capital Gains Taxation

Issue: Differentiation between short-term and long-term capital gains tax creates confusion.®?
Example: The US follows a simpler, flat-rate capital gains tax structure.

Solution for India: Standardizing capital gains tax across asset classes.

2. Securities Transaction Tax (STT) and Its Burden

Issue: STT increases trading costs, discouraging high-frequency and retail investors.
Solution: Revisiting STT rates to make Indian markets more competitive.

3. Unclear Double Taxation Policies

Issue: Lack of clarity on Double Tax Avoidance Agreements (DTAAS) results in higher tax
liability for foreign investors.%

Solution: Strengthening bilateral tax treaties with major investment partners.

4. GST Impact on Financial Services

Issue: GST on brokerage, mutual fund services, and transaction fees increases costs.
Solution: Providing GST exemptions for capital market transactions.

5. Compliance Burden on Investors
Issue: Stringent SEBI, RBI, and IT department regulations increase compliance costs.%*
Solution: Introducing digital filing mechanisms and Al-based tax reporting tools.

For India to improve its attractiveness as a global investment destination, it must address

FDI/FPI regulatory inefficiencies, taxation uncertainties, and compliance complexities.

82 Income Tax Department of India, Capital Gains Taxation Rules, 2023.
8 Ministry of Finance, India’s Double Taxation Avoidance Agreements (DTAAs), 2023.
84 SEBI, Investor Compliance and Regulatory Reporting Framework, 2023.
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Establishing transparent, stable, and simplified investment policies will encourage higher

capital inflows and sustained economic growth.

6.4 Role of Financial Technology (FinTech) in Improving Market Accessibility

Financial Technology (FinTech) has revolutionized the Indian capital market by enhancing
efficiency, transparency, and accessibility for investors. From digital investment platforms and
algorithmic trading to blockchain-based settlements and Al-driven analytics, FinTech has
simplified investment processes, reduced costs, and increased participation in the stock market.
Moreover, with regulatory support from SEBI, the Reserve Bank of India (RBI), and other
financial authorities, FinTech innovations have improved financial inclusion, investor
confidence, and market liquidity.

Despite the rapid advancements, challenges such as cybersecurity threats, digital divide, and
regulatory uncertainty still persist. This section explores the major ways in which FinTech is
improving market accessibility and the obstacles that need to be addressed for sustainable
growth.

1. Digital Investment Platforms and Robo-Advisors: Democratizing Market Participation
Traditional Challenges

Before FinTech, retail investors faced high brokerage fees, complex investment procedures,
and limited access to financial advisory services.®

Investment opportunities were often dominated by institutional investors due to their access to
research tools, expert recommendations, and real-time market data.

FinTech Solutions

Digital investment platforms such as Zerodha, Groww, and Upstox have simplified stock
market participation by offering user-friendly, low-cost, and commission-free trading.
Robo-advisors use Al-driven algorithms to provide personalized investment advice, reducing
the reliance on traditional brokers.

Global Example: Platforms like Betterment and Wealthfront (USA) have successfully
democratized investment advisory services, enabling small-scale investors to access tailored

financial planning.®®

8 Securities and Exchange Board of India (SEBI), FinTech and Capital Markets in India, 2023.
8 U.S. Securities and Exchange Commission (SEC), Al and Investment Advisory, 2023.
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2. Algorithmic Trading and High-Frequency Trading (HFT): Enhancing Market
Efficiency

Traditional Challenges

Manual trading methods resulted in market inefficiencies, delayed order execution, and higher
transaction costs.

Institutional investors had a competitive advantage over retail investors due to access to faster
trade execution and data analytics tools.

FinTech Solutions

Al-powered algorithmic trading enables investors to automate buy/sell decisions based on
market patterns, reducing human bias and improving execution speed.

High-Frequency Trading (HFT) uses complex algorithms to execute multiple trades within
milliseconds, enhancing market liquidity.

Global Example: The New York Stock Exchange (NYSE) relies heavily on HFT, leading to

increased market stability and price efficiency.®’

3. Blockchain and Smart Contracts for Trade Settlements: Enhancing Transparency and
Security

Traditional Challenges

The T+1 or T+2 settlement cycles in Indian markets delay trade finalization and expose
transactions to counterparty risks.

Intermediaries such as clearinghouses and depositories increase transaction costs and
processing time.

FinTech Solutions

Blockchain-based trade settlements enable real-time transaction verification, reducing fraud
risks and eliminating the need for intermediaries.

Smart contracts execute trades automatically once predefined conditions are met, ensuring
faster and tamper-proof settlements.®®

Global Example: The Singapore Exchange (SGX) and Nasdaq have adopted blockchain-based

clearing and settlement systems, significantly improving trade execution speed. '

4. Digital KYC and Paperless Transactions: Simplifying Investor Onboarding

57 UK Financial Conduct Authority (FCA), Digital KYC and Investor Protection, 2023.
8 SEBI, Cybersecurity Challenges in Indian Capital Markets, 2023.
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Traditional Challenges

Lengthy Know Your Customer (KYC) processes discouraged new investors, leading to low
retail participation in capital markets.

Paper-based documentation created bottlenecks, delaying account activation and fund
transfers.

FinTech Solutions

e-KYC and Aadhaar-based authentication have reduced onboarding time from weeks to just a
few hours.

Digital signatures and biometric verification enhance security while streamlining compliance
procedures.

Global Example: The UK's Open Banking framework has successfully integrated digital
identity verification to facilitate seamless financial transactions.

5. Al-Driven Fraud Detection and Cybersecurity Enhancements: Strengthening Market
Integrity

Traditional Challenges

Market manipulation, insider trading, and cybersecurity breaches pose significant risks to
investor confidence.

Lack of real-time surveillance mechanisms makes fraud detection difficult, leading to
regulatory gaps.

FinTech Solutions

Al-driven fraud detection systems analyze market behavior and transaction patterns to identify
suspicious activities.

Blockchain-based digital identities ensure secure investor verification, reducing identity theft
cases

Global Example: The U.S. Securities and Exchange Commission (SEC) uses machine learning

tools to monitor insider trading and detect fraudulent market practices.

Challenges in FinTech Adoption for Market Accessibility

While FinTech has significantly improved capital market accessibility, certain regulatory,
technological, and operational challenges remain:

Regulatory Uncertainty — FinTech innovations often outpace regulatory frameworks, leading
to ambiguities in compliance requirements.

Cybersecurity Risks — Increasing dependence on digital platforms exposes markets to cyber
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threats, hacking, and data breaches.

Digital Divide — Rural and semi-urban investors lack access to high-speed internet and financial
literacy, limiting their participation in digital markets.

Data Privacy Concerns — With increasing Al-driven solutions, investor data protection remains

a critical challenge.®®

FinTech has revolutionized the Indian capital markets, making them more inclusive,
transparent, and efficient. Digital investment platforms, blockchain technology, Al-driven
analytics, and real-time fraud detection have significantly improved investor experience.
However, to ensure sustainable FinTech adoption, regulators must:

Strengthen cybersecurity frameworks to protect investor data.

Introduce clearer guidelines for algorithmic trading and digital assets.

Enhance financial literacy programs to bridge the digital divide.

Promote collaboration between regulators and FinTech firms to drive innovation responsibly.
With the right policy interventions and technological advancements, India has the potential to
become a global leader in digital financial markets.

% Nasdag, Blockchain-Based Clearing and Settlement Systems, 2023.
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CHAPTER 7 - DIGITAL TRANSFORMATION AND MARKET INNOVATIONS

Introduction

The chapter on digital transformation and market innovations explores the profound shifts
occurring in India's financial and business ecosystems, driven by rapid advancements in
technology and the emergence of innovative practices. This chapter examines how digital tools
and platforms are reshaping market dynamics, enhancing operational efficiencies, and fostering

inclusivity, while also addressing the challenges and implications of this transformation.

A central theme of the chapter is the role of digitalization in revolutionizing market access and
operations. It delves into the impact of technologies such as blockchain, artificial intelligence,
big data analytics, and cloud computing on various aspects of the financial markets, including
trading, settlement, and risk management. The chapter highlights how these technologies are
streamlining processes, reducing costs, and improving transparency, thereby creating a more

robust and trustworthy market environment.

Another key focus is on the rise of financial technology (fintech) and its transformative
influence on traditional business models. From mobile banking and digital wallets to peer-to-
peer lending and crowdfunding platforms, the chapter examines how fintech innovations are
demacratizing financial services and empowering consumers and businesses alike. It also
explores the emergence of digital ecosystems such as the Unified Payments Interface (UPI) in
India, which has significantly increased financial inclusion and facilitated cashless

transactions.

The chapter also discusses the role of regulatory bodies in fostering and managing digital
transformation. It evaluates initiatives such as SEBI’s sandbox framework for market
innovations and the Reserve Bank of India's regulations on digital payments, examining how
these efforts are balancing innovation with consumer protection and systemic stability. The
chapter highlights the importance of creating a conducive regulatory environment that

encourages experimentation while safeguarding market integrity.
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Moreover, this chapter addresses the challenges and risks associated with digital
transformation, such as cybersecurity threats, data privacy concerns, and the potential for
digital divides. It examines the measures being taken to mitigate these risks and ensure that the
benefits of digitalization are distributed equitably across various segments of society and

regions of the country.

By providing a comprehensive analysis of digital transformation and market innovations, this
chapter aims to shed light on the opportunities and complexities inherent in the evolving
business and financial landscape. It sets the stage for identifying strategies that can harness
technological advancements to drive sustainable growth and strengthen India’s position in the
global market.

7.1 Role of Technology in Capital Market Reforms

Technology has played a transformative role in the evolution of capital markets by improving
efficiency, transparency, security, and accessibility. With advancements such as algorithmic
trading, blockchain, artificial intelligence (Al), and big data analytics, market participants can
now execute trades faster, reduce operational costs, and enhance compliance with regulatory
frameworks. These reforms have significantly strengthened market infrastructure, minimized
fraudulent activities, and expanded investor participation.

This section explores the critical ways in which technology is driving capital market reforms
and highlights its challenges and future prospects.

1. Algorithmic Trading and High-Frequency Trading (HFT)

Traditional Challenges

Manual trading mechanisms were slow, prone to human error, and resulted in delayed price
discovery.”

Institutional investors had a competitive advantage over retail investors due to access to
advanced trading strategies and research tools.

Technological Advancements

Algorithmic trading automates order execution based on predefined market signals, improving
efficiency and reducing execution time.

High-Frequency Trading (HFT) executes multiple orders in milliseconds, enhancing liquidity

70 Securities and Exchange Board of India (SEBI), Algorithmic Trading Regulations in India, 2023.
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and reducing market volatility.*
Global Example: The New York Stock Exchange (NYSE) and London Stock Exchange (LSE)
leverage HFT to enhance market efficiency.

2. Blockchain Technology for Trade Settlements

Traditional Challenges

Time-consuming settlement processes (T+2 cycle in India) expose trades to counterparty risks
and operational inefficiencies.

Market participants rely on centralized clearing agencies, increasing processing costs.’
Technological Advancements

Blockchain technology enables decentralized and transparent record-keeping, reducing fraud
risks and transaction costs.

Smart contracts facilitate automatic trade settlements without intermediaries, ensuring real-
time execution.

Global Example: The Australian Securities Exchange (ASX) has implemented blockchain-
based settlement systems for increased efficiency.

3. Artificial Intelligence (Al) and Big Data Analytics

Traditional Challenges

Limited market insights due to reliance on historical data and human-based decision-making.
High risk of fraud and insider trading, with regulators struggling to detect suspicious activities.
Technological Advancements

Al-driven predictive analytics help traders make data-driven decisions, optimizing risk
management.

Regulatory technology (RegTech) uses Al to detect fraud, market manipulation, and insider
trading in real time.

Global Example: The U.S. Securities and Exchange Commission (SEC) employs Al for market

surveillance and fraud detection.

4. Digital Payment and Settlement Systems
Traditional Challenges

" U.S. Securities and Exchange Commission (SEC), High-Frequency Trading and Market Efficiency, 2023.
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Dependence on paper-based transactions led to delays and inefficiencies.’

Limited access to global payment systems restricted international investments.

Technological Advancements

Unified Payments Interface (UPI) and digital wallets have simplified investment transactions.'®
Real-time Gross Settlement (RTGS) and NEFT enable instant fund transfers for stock
purchases."’

Global Example: The European Union’s TARGET2 system enables seamless cross-border

financial transactions.?®

5. Cybersecurity and Risk Management

Traditional Challenges

Cyberattacks on stock exchanges and financial institutions posed security threats to investors
Data breaches and hacking incidents compromised sensitive financial information.
Technological Advancements

Multi-factor authentication (MFA) and encryption techniques enhance investor protection.
Al-powered cybersecurity systems monitor and prevent cyber threats in real time.

Global Example: The Singapore Exchange (SGX) has implemented advanced cybersecurity

frameworks to protect market participants.”

Challenges in Technology Adoption for Capital Market Reforms

Despite its numerous advantages, technological integration in capital markets faces several
barriers:

Regulatory Uncertainty — Innovations such as blockchain and Al lack a clear legal framework,
causing compliance concerns.

Digital Divide — Investors from rural and semi-urban areas struggle with limited digital literacy
and internet access.

Cybersecurity Risks — As markets become digitalized, they are more vulnerable to hacking,
phishing, and fraud.

Data Privacy Issues — Al-driven financial services collect massive amounts of data, raising

privacy and security concerns.

"2 International Monetary Fund (IMF), Al and Big Data Analytics in Capital Markets, 2023.
8 McKinsey & Co., The Future of India's Capital Markets, 2023.
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The integration of technology in capital markets has significantly enhanced efficiency, security,
and investor accessibility. As India moves towards a more digitalized financial ecosystem, it is
crucial to:

Strengthen regulatory frameworks for blockchain, Al, and HFT.

Invest in cybersecurity measures to protect investors from digital threats.

Promote financial literacy programs to bridge the digital divide.

Encourage collaboration between FinTech startups, regulators, and market participants for
continued innovation.

With the right policies and technological advancements, India can position itself as a global
leader in capital market innovation.

7.2 Blockchain and Its Potential in Market Transactions

Blockchain technology has emerged as a transformative force in financial markets, offering
decentralization, transparency, security, and efficiency in transactions. Traditionally, stock
market transactions involve multiple intermediaries such as clearing houses, brokers, and
custodians, which can lead to delays, counterparty risks, and high transaction costs.
Blockchain, by enabling real-time, immutable, and peer-to-peer transactions, has the potential

to revolutionize securities trading, settlement, and record-keeping in capital markets.

1. Key Features of Blockchain in Market Transactions

Decentralization — Removes the need for centralized authorities like clearing houses, reducing
counterparty risks.”

Transparency — All transactions are recorded on a distributed ledger, ensuring auditability and
reducing fraud.

Security — Cryptographic encryption protects transactions from tampering.

Smart Contracts — Automate compliance and trade execution without intermediaries.

Real-time Settlement — Reduces T+2 settlement cycles to near-instantaneous transactions.

2. Applications of Blockchain in Capital Markets

A. Trade Settlement and Clearing

Traditional Challenge — Settlements take T+2 or longer, leading to counterparty risks and
inefficiencies.

Blockchain Solution — Smart contracts enable immediate settlement without intermediaries, as

4 Nakamoto S., Bitcoin: A Peer-to-Peer Electronic Cash System, 2008
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seen in the Australian Securities Exchange (ASX) blockchain settlement system.

B. Asset Tokenization

Traditional Challenge — High illiquidity in alternative assets like real estate and private equity.
Blockchain Solution — Fractional ownership via tokenization enhances market liquidity.
Example: The Swiss SIX Digital Exchange (SDX) allows digital asset trading on a blockchain
platform.

C. Fraud Prevention and Regulatory Compliance

Traditional Challenge — Market manipulation and insider trading remain concerns.”™
Blockchain Solution — Transparent and immutable transaction records improve regulatory

oversight.

3. Challenges in Blockchain Adoption

Regulatory uncertainty — Lack of clear legal frameworks for blockchain-based securities.”
Scalability issues — High transaction volumes require robust blockchain networks.!*
Cybersecurity threats — Although blockchain is secure, hacking risks in digital wallets remain.

Resistance from intermediaries — Banks and clearing houses may oppose decentralization.

4. The Future of Blockchain in Capital Markets

Global exchanges like NASDAQ, London Stock Exchange, and Singapore Exchange are
exploring blockchain-based trading.

India’s SEBI is considering blockchain for KYC compliance and trade settlements.

Future integration of Central Bank Digital Currencies (CBDCs) with blockchain may further
streamline transactions.

7.3 Impact of Algorithmic Trading and High-Freqguency Trading

Algorithmic trading and High-Frequency Trading (HFT) have revolutionized global capital
markets by increasing liquidity, reducing trading costs, and improving market efficiency. These
technologies involve automated, pre-programmed trading strategies that execute trades within
milliseconds. While algorithmic trading enhances price discovery and execution speed,

concerns remain over market volatility, regulatory challenges, and risks to retail investors.

1. Key Features of Algorithmic Trading and HFT

75 Financial Stability Board (FSB), Cybersecurity Risks in Blockchain Transactions, 2023.
76 Securities and Exchange Commission (SEC), Algorithmic Trading and Market Efficiency, 2023.
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Speed — Executes trades within microseconds, minimizing market impact.”’

Liquidity Enhancement — Market-making algorithms ensure continuous buying and selling.
Cost Efficiency — Reduces bid-ask spreads and transaction costs.

Data-Driven Decision Making — Al-based algorithms analyze vast market datasets for trading

opportunities.’®

2. Benefits of Algorithmic Trading and HFT

A. Improved Market Efficiency

Traditional Challenge — Manual trading delays lead to inefficient price discovery.”
Algorithmic Trading Solution — Faster trade execution results in better price formation.
Example: In the New York Stock Exchange (NYSE), over 70% of trades are executed using
algorithms.

B. Reduced Trading Costs

Traditional Challenge — High transaction fees for institutional investors.

Algorithmic Trading Solution — Automates large-volume trades at lower costs.

C. Enhanced Liquidity

Traditional Challenge — Illiquid markets cause price distortions.

HFT Solution — High-speed trading ensures tight bid-ask spreads.

3. Risks and Challenges of Algorithmic Trading and HFT

A. Market Volatility and Flash Crashes

Risk: Algorithms can amplify market crashes, as seen in the 2010 Flash Crash in the U.S.
Regulatory Response: The SEC introduced circuit breakers to prevent extreme volatility.
B. Unfair Market Advantage

Risk: HFT firms use co-location services for millisecond advantages over retail traders.
Regulatory Response: SEBI has proposed speed bumps to slow down HFT orders.

C. Algorithmic Trading and Market Manipulation

Risk: Rogue algorithms can engage in spoofing and layering, distorting market prices.

Regulatory Response: Global regulators are enforcing stringent algo-trading guidelines.

4. The Future of Algorithmic Trading and HFT

77 Securities and Exchange Commission (SEC), Algorithmic Trading and Market Efficiency, 2023.
8 Reserve Bank of India (RBI), Al and Machine Learning in Algorithmic Trading, 2023.
78 Financial Conduct Authority (FCA), Regulation of High-Frequency Trading, 2023.
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Al and machine learning will further optimize trading strategies.'®

Regulators worldwide, including SEBI, are tightening algo-trading norms to ensure fairness.
Decentralized finance (DeFi) and blockchain integration may redefine algorithmic trading
models.®

CHAPTER 8 - CONCLUSIONS AND RECOMMENDATIONS
8.1 Key Findings from the Study

The study on Ease of Doing Business in the Indian Capital Market has provided several crucial
insights into the regulatory landscape, challenges, and potential reforms. The key findings are
as follows:

e Regulatory Complexity and Compliance Burden — Despite SEBI’s reforms, capital market
participants continue to face cumbersome compliance processes, leading to delays and
increased costs. 8

e Investor Protection and Market Transparency — While SEBI has strengthened disclosure
norms and grievance redressal mechanisms, issues such as insider trading and corporate

fraud persist.

8 Securities and Exchange Commission (SEC), Algorithmic Trading and Market Efficiency, 2023.
8 Securities and Exchange Board of India (SEBI), Annual Report on Market Compliance, 2023.
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Role of SEBI and Other Regulatory Bodies — The study highlights that SEBI, RBI, the
Ministry of Corporate Affairs (MCA), and stock exchanges play a crucial role in fostering
a business-friendly environment, but overlapping regulations create inefficiencies.
Comparative Insights from Global Markets — Countries like the USA, UK, and Singapore
have streamlined regulatory frameworks that enhance business ease while maintaining
investor security. India can adopt best practices from these jurisdictions.®2

Technology and Market Infrastructure — Blockchain, artificial intelligence, and
algorithmic trading are transforming capital markets, but cybersecurity risks and the digital
divide pose challenges.®

Challenges in Foreign Investments (FDI & FPI) — India's complex foreign investment
regime creates entry barriers for global investors, leading to capital outflows and decreased
market attractiveness.®*

SEBI’s Regulatory Sandbox and Innovation — The regulatory sandbox has been a positive
step in fostering fintech innovation, but the participation remains limited due to stringent
eligibility criteria.”

Need for Balanced Regulation — Excessive regulations deter market growth, while lax
oversight can compromise investor protection. A balanced, risk-based approach is
necessary to enhance market efficiency.®

Future of India’s Capital Market — With the increasing integration of global financial
markets, India must enhance ease of doing business by simplifying regulations, fostering

innovation, and ensuring robust investor safeguards.’

8.2 Policy Recommendations for SEBI and Regulatory Bodies

To address the challenges identified in the study, the following policy recommendations are

proposed for SEBI and other regulatory authorities:

1. Simplifying Compliance Procedures

Introduce single-window clearance for market participants to streamline licensing, registration,

and compliance filings.

Reduce unnecessary bureaucratic hurdles in the approval process for IPOs, mergers, and

acquisitions.®

2. Strengthening Investor Protection Measures

82 World Bank, Ease of Doing Business Report — Global Capital Markets, 2023.

8 Financial Stability Board (FSB), Technology in Financial Markets, 2023.

8 International Monetary Fund (IMF), Challenges in Foreign Portfolio Investments, 2023.

8 Securities and Exchange Board of India (SEBI), Annual Report on Market Compliance, 2023.

Page | 775


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 2 | July 2025 ISSN: 2581-8503

Enhance grievance redressal mechanisms by ensuring faster resolution of investor complaints
through technology-driven dispute resolution platforms.

Implement stricter surveillance on insider trading and market manipulation to boost investor
confidence.8®

3. Encouraging Foreign Investments

Simplify FDI and FPI entry norms by reducing restrictions on investment structures.
Harmonize SEBI’s regulatory framework with global best practices to attract more institutional
investors.

4. Promoting Financial Technology and Innovation

Expand SEBI’s Regulatory Sandbox eligibility criteria to encourage fintech participation.
Promote the adoption of blockchain-based settlements for faster and more transparent trading
mechanisms.

5. Strengthening Market Infrastructure

Enhance cybersecurity frameworks to mitigate risks associated with digital trading.

Develop high-speed, low-latency trading platforms to improve market efficiency.®’

6. Aligning with Global Best Practices

Adopt risk-based regulatory approaches similar to those in the UK and Singapore, reducing
unnecessary compliance burdens.

Increase public-private collaboration in policy formulation to balance regulation with
innovation.

7. Enhancing Coordination Between Regulatory Bodies

Improve coordination between SEBI, RBI, MCA, and stock exchanges to avoid regulatory
overlaps.

Establish a unified capital market regulatory framework to simplify compliance requirements.
8. Strengthening Corporate Governance Norms

Introduce more stringent board governance requirements for listed companies.

Implement real-time disclosure requirements to prevent corporate fraud and market
manipulation.®

8.3 Enhancing Transparency and Market Efficiency

Transparency and efficiency in capital markets are crucial for fostering investor confidence,

ensuring regulatory compliance, and promoting economic growth. Market transparency refers

8 Reserve Bank of India (RBI), Capital Market Regulations and Economic Growth, 2023.
8 International Monetary Fund (IMF), Challenges in Foreign Portfolio Investments, 2023.
8 McKinsey & Co., The Future of India's Capital Markets, 2023.
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to the availability of accurate, timely, and comprehensive information regarding securities,
trading activities, and financial disclosures. Market efficiency, on the other hand, ensures that
resources are allocated optimally, transactions are executed seamlessly, and price discovery
mechanisms function effectively.

1. Strengthening Disclosure Norms

SEBI should mandate real-time disclosures on corporate governance, financial results, and
material transactions to ensure market participants have up-to-date information.%

Introducing machine-readable formats for financial statements can enhance accessibility for
analysts and retail investors.

2. Enhancing Surveillance Mechanisms

SEBI, in coordination with stock exchanges, should strengthen Al-driven surveillance systems
to detect insider trading, price manipulation, and market abuse.

Implementing blockchain-based trading ledgers can provide a tamper-proof record of
transactions, ensuring greater auditability.®

3. Streamlining Regulatory Approvals

The introduction of an automated approval system for IPOs, corporate actions, and listing
procedures can reduce delays and increase efficiency.

A regulatory sandbox expansion allowing fintech startups to test new compliance solutions can
help in simplifying regulatory processes.

4. Increasing Institutional Investor Participation

Improving transparency in mutual fund and pension fund investments can encourage
institutional investor participation.

Strengthening whistleblower protection laws for reporting corporate fraud can safeguard
market integrity.%

5. Enhancing Retail Investor Awareness

SEBI should implement digital investor education programs to increase awareness about stock
market risks, compliance requirements, and investment strategies.

Simplifying prospectus formats for IPOs and bonds can make investment decisions easier for
retail investors.

6. Leveraging Technology for Greater Efficiency

Adoption of Al and big data analytics can improve predictive risk assessment and fraud

8 SEBI, Enhancing Transparency in Capital Markets, 2023.
% OECD, Blockchain and Transparency in Securities Trading, 2023.
1 Ministry of Finance, Investor Protection in Indian Capital Markets, 2023.
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detection in capital markets.

Encouraging algorithmic trading with regulatory safeguards can enhance liquidity and reduce
market volatility.%

7. Strengthening Market Infrastructure

Upgrading high-speed trading platforms and reducing settlement cycles from T+1 to instant
settlements can enhance market efficiency.

Interoperability between depositories and clearing corporations should be improved to
facilitate seamless securities transactions.%

8.4 Balancing Requlation with Market Growth

A well-functioning capital market requires a delicate balance between regulation and market
growth. While regulations ensure investor protection, financial stability, and fraud prevention,
excessive or complex regulations may hinder market efficiency, discourage investment, and
slow down economic growth. Conversely, too little regulation can lead to market abuse, insider
trading, and systemic risks. Thus, policymakers must strive for a regulatory framework that

fosters innovation and investment while ensuring transparency and fairness.

1. Streamlining Regulatory Compliance for Ease of Doing Business

One of the key challenges businesses face in capital markets is excessive and overlapping
regulatory compliance.

The consolidation of multiple compliance requirements across SEBI, RBI, and MCA under a
single-window clearance system can reduce administrative burdens.%

Introduction of digital KYC, e-verification processes, and Al-driven compliance tracking can
help reduce manual errors and improve efficiency.

Risk-based regulatory models can be introduced, where companies with strong compliance

track records are granted faster approvals while high-risk entities undergo stricter scrutiny.

2. Strengthening Investor Protection Without Overburdening Businesses
Investor protection is crucial to maintaining market integrity, but excessive restrictions may
hinder investment activities.

The establishment of specialized financial dispute resolution tribunals can ensure swift investor

92 McKinsey & Co., Technology-Driven Market Reforms, 2023.
% International Monetary Fund (IMF), Capital Market Infrastructure Modernization, 2023.
% SEBI, Ease of Doing Business in Capital Markets: Regulatory Review, 2023.
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grievance redressal without delaying market transactions.®

"Comply or Explain™ corporate governance norms can be adopted to allow businesses
flexibility while ensuring market accountability.

SEBI should focus on proactive risk monitoring instead of reactive enforcement, ensuring that

potential risks are addressed before crises occur.

3. Encouraging Innovation Through Regulatory Sandboxes

Regulatory sandboxes allow businesses to test financial innovations under relaxed regulatory
conditions, fostering fintech growth while maintaining oversight.

Expanding SEBI’s Regulatory Sandbox to include Al-driven investment platforms,
decentralized finance (DeFi), and blockchain-based securities trading can boost innovation.®

A tiered regulatory system should be introduced, allowing small and medium enterprises

(SMEs) and startups to comply with lighter regulations compared to large institutions.

4. Ensuring Proportional and Adaptive Regulations

Regulations must be adaptive to market dynamics and proportionate to risks involved.
Periodic regulatory reviews should be conducted to remove outdated laws that no longer serve
market interests.

Implementing sandbox-based policy testing before full-scale regulatory rollouts can minimize
negative impacts on market growth.

The use of regulatory technology (RegTech) should be encouraged to automate compliance

and reduce operational costs for businesses.

5. Enhancing Foreign Investment and Market Liquidity

India’s capital market needs a balanced approach to foreign investments, ensuring that global
capital flows in while domestic investors remain protected.

Simplifying FDI and FPI approval processes can attract foreign investors and boost liquidity
in stock markets.®’

SEBI should implement predictable and consistent tax policies to avoid sudden regulatory

shocks that deter investors.

% QOECD, Investor Protection and Efficient Market Regulation, 2023.
% World Bank, Fintech Innovation and Regulatory Sandboxes, 2023.
9 IMF, Foreign Investment and Market Liquidity in Emerging Economies, 2023.
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Developing a uniform policy for venture capital and private equity investments can enhance

India’s appeal as an investment hub.

6. Strengthening Market Infrastructure Without Overregulation

A strong market infrastructure ensures efficient trading, smooth settlements, and minimized
systemic risks. However, excessive regulations may slow down the adoption of new
technologies.

Upgrading trading platforms with Al-driven analytics, algorithmic trading capabilities, and
real-time risk assessment tools can enhance efficiency.®

Regulators should facilitate, rather than hinder, the adoption of blockchain-based trading and
settlement mechanisms to improve transparency.

Interoperability between stock exchanges, depositories, and clearing houses should be

prioritized to streamline operations and reduce transaction costs.

7. Conducting Periodic Regulatory Impact Assessments

To prevent excessive regulation from stifling market growth, SEBI should conduct Regulatory
Impact Assessments (RIAS).

Engaging with industry stakeholders, financial institutions, and investors before enacting major
regulatory changes ensures that regulations remain practical and business-friendly.
Regulatory sandboxes should be used not just for fintech startups but also for testing new
compliance models.

A balance scorecard approach should be implemented to measure regulatory effectiveness
versus market efficiency.

8.5 Future Research Directions

The study of Ease of Doing Business in Indian Capital Markets has highlighted regulatory
challenges, market inefficiencies, and technological advancements that influence investment
activity. However, despite the progress made in recent years, several unexplored areas require
further research to enhance market efficiency, investor participation, and global
competitiveness. The future of India’s capital markets will depend on how well regulatory
bodies, policymakers, and financial institutions adapt to emerging trends, address risks, and

promote sustainable market growth.

% International Organization of Securities Commissions (I0OSCO), Market Infrastructure and Regulatory
Balancing, 2023.
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This section outlines nine key areas for future research, which can provide valuable insights
into how India can further streamline regulatory processes, leverage technology, and create a

more investor-friendly market ecosystem.

1. Impact of Digital Transformation on Market Accessibility

The Indian capital market is undergoing a significant digital transformation, with the rise of
Al-driven trading, blockchain-based settlements, and algorithmic trading platforms. However,
research is needed to understand:

The impact of digital trading platforms on market liquidity and whether they improve retail
investor participation.®

The role of RegTech (Regulatory Technology) in automating compliance, reducing regulatory
costs, and enhancing oversight efficiency.®

The potential risks of Al-driven financial advisory services—whether they introduce biases,
increase market volatility, or improve decision-making.

FinTech’s role in increasing market accessibility, especially in Tier 2 and Tier 3 cities, where
financial literacy and digital adoption are still evolving.

Future research can examine how technology is bridging the gap between institutional and

retail investors, ultimately making Indian capital markets more inclusive and efficient.

2. Regulatory Adaptability in a Dynamic Market

The capital market landscape is evolving rapidly, but regulatory rigidity may hinder innovation.
Further research is required to assess:

How frequently regulatory frameworks should be updated to accommodate new financial
instruments, investment products, and trading mechanisms.

The effectiveness of principle-based regulations versus rule-based regulations in providing
flexibility while maintaining investor protection.

Comparative studies on regulatory agility, analyzing India’s responsiveness to market changes
versus countries like the USA, UK, and Singapore.%!

Whether a self-regulatory model in certain market segments could reduce bureaucratic

%9 Nitin Desai, Digital Financial Inclusion and Its Impact on Emerging Markets, 2023.
100 SEBI, RegTech and Its Role in Market Compliance, 2023.
101 OECD, Comparative Market Regulations: India vs Developed Economies, 2023.
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inefficiencies without compromising investor confidence.
This research can help determine the ideal regulatory balance between fostering innovation and

maintaining market stability.

3. Investor Protection and Corporate Governance Challenges

Despite regulatory improvements, corporate fraud, insider trading, and governance failures
continue to pose risks to investors. Research is needed on:

The effectiveness of whistleblower protection laws in preventing fraudulent activities within
companies.%?

Whether enhanced corporate governance norms translate into higher investor confidence and
increased Foreign Institutional Investor (FII) participation.

The role of proxy advisory firms in shaping corporate governance and influencing boardroom
decisions.

The extent to which Indian companies comply with SEBI’s ESG (Environmental, Social, and
Governance) reporting standards and their impact on market perception.

Such research would contribute to strengthening India’s corporate governance framework,

thereby improving investor trust in the market.

4. The Role of ESG (Environmental, Social, and Governance) Factors in Market Growth
Globally, ESG investing is becoming a key determinant for capital flows. Future research could
explore:

Whether ESG regulations attract or deter foreign investment in India.'®

The extent to which Indian companies integrate ESG compliance with financial disclosures,
compared to international best practices.

The impact of SEBI’s Business Responsibility and Sustainability Reporting (BRSR)
framework on corporate behavior and investor sentiment.

Given that ESG-focused investments are gaining traction, research in this area could help

policymakers align market regulations with sustainable finance goals.

102 Ministry of Corporate Affairs, Whistleblower Protection and Corporate Governance, 2023.
103 World Bank, ESG Investing and Sustainable Market Growth, 2023.
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5. Strengthening the FDI and FPI Ecosystem

Foreign investment plays a crucial role in market liquidity and economic growth, but

bureaucratic hurdles remain. Research could focus on:

Barriers faced by foreign investors when entering Indian capital markets and how they compare
with developed nations.

The impact of taxation policies on FDI and FPI flows, particularly the role of capital gains tax,
dividend distribution tax, and tax treaties.

Case studies on how capital market liberalization has improved ease of doing business in
emerging economies.

A detailed evaluation of India’s foreign investment policies could help make the capital

markets more attractive to global investors.

6. The Evolution of Market Infrastructure and Clearing Mechanisms

India’s capital markets are moving toward faster settlements and automated clearing systems.
Future research should explore:

The feasibility of instantaneous trade settlements using blockchain technology.1%*

The impact of India’s T+1 settlement cycle on trading volumes, market liquidity, and risk
exposure.

A comparative analysis of India’s clearing and settlement mechanisms versus global financial
hubs.

This research would help regulators streamline trade execution and risk management in the

financial markets.

7. The Future of Alternative Investment Markets in India

With growing interest in venture capital, private equity, and REITs (Real Estate Investment
Trusts), future studies can explore:

The regulatory challenges in expanding alternative investment markets and whether India’s
existing policies are sufficient.

How policy incentives can promote the growth of green bonds and sustainable investments.'%
The effectiveness of SEBI’s Alternative Investment Fund (AIF) framework in diversifying

investment opportunities.

104 10SCO, Blockchain-Based Settlement Systems in Global Finance, 2023.
105 SEBI, Alternative Investment Framework and Capital Market Deepening, 2023.
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This research would provide insights into how alternative investment mechanisms can drive

economic growth and broaden market participation.

8. Cybersecurity Risks and Data Privacy in Capital Markets

With increasing digitization, cybersecurity risks pose a serious threat to capital markets.
Research could examine:

How India’s cybersecurity regulations compare to global standards in financial market security.
The impact of data breaches on investor confidence and how exchanges handle cyber incidents.
Best practices for securing trading platforms against cyberattacks and fraud.

Given the increasing reliance on technology-driven trading, cybersecurity will be a critical

factor in ensuring market stability.

9. Predicting the Future of Algorithmic and High-Frequency Trading (HFT)
Algorithmic trading has transformed capital markets, but concerns over market manipulation
and flash crashes persist. Research should analyze:

The potential risks of algorithmic trading dominance in India and how it impacts retail
investors.1%

Whether SEBI’s regulatory framework adequately addresses AI-driven trading strategies.

The impact of machine learning models on stock price volatility and market efficiency.

This research could help regulators strike a balance between innovation and risk mitigation in
algorithmic trading.

8.6 Summary of Major Findings

This dissertation has critically examined the Ease of Doing Business in Indian Capital Markets,
highlighting key regulatory, infrastructural, and technological factors influencing market
efficiency. Through a comparative analysis of global best practices, an assessment of SEBI’s
regulatory initiatives, and a review of market challenges, the study has provided insights into
improving the Indian capital market’s accessibility, transparency, and competitiveness.

The key findings from the study are summarized below:

1. Key Issues and Challenges in Ease of Doing Business
Procedural and Regulatory Bottlenecks: Complex compliance procedures and fragmented

regulatory oversight increase entry barriers for investors and businesses.

106 Harvard Business Review, The Future of Algorithmic Trading and Market Stability, 2023
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Regulatory Uncertainty: Frequent changes in policies, taxation, and compliance requirements
affect investor confidence and long-term planning.

Corporate Governance Issues: Despite SEBI’s efforts, insider trading, corporate fraud, and
governance lapses continue to undermine market integrity.

Investor Protection and Redressal Mechanisms: While SEBI has established grievance
redressal mechanisms such as SCORES, delays in enforcement deter investor confidence.
Market Infrastructure and Technology Adoption: Although India has embraced electronic
trading, algorithmic trading, and blockchain adoption, there are cybersecurity risks and

challenges in implementing robust fintech-driven solutions.

2. Role of SEBI and Other Regulatory Bodies in Market Efficiency

SEBI has played a crucial role in streamlining business operations by simplifying compliance
norms and enhancing market transparency.

The Regulatory Sandbox framework has provided a controlled environment for fintech
innovation, but participation remains limited due to regulatory constraints.

Other regulators such as RBI, MCA, and stock exchanges also influence market operations, but
overlapping jurisdictions create regulatory inefficiencies.

Case studies on SEBI’s reforms, such as the introduction of REITs (Real Estate Investment
Trusts) and InvITs (Infrastructure Investment Trusts), demonstrate positive market impact.
Challenges in regulatory enforcement persist, especially in areas such as high-frequency

trading (HFT), shadow banking, and offshore investments.

3. Comparative Analysis with Global Capital Markets

India ranks lower than developed markets (USA, UK, Singapore) in capital market efficiency,
largely due to regulatory delays, taxation complexities, and compliance burdens.

Best practices from global markets highlight the importance of real-time settlements, flexible
corporate regulations, and simplified investor access.

Lessons for India include improving transparency, reducing procedural delays, and leveraging
Al-driven compliance mechanisms.

Reforms such as securities tokenization, real-time settlements, and Al-based risk assessment

tools have improved efficiency in developed markets.
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4. Investor Participation and Market Accessibility

Retail and institutional investor participation remains uneven, with institutional investors
dominating market activity.

Foreign Direct Investment (FDI) and Foreign Portfolio Investment (FPI) policies have been
liberalized, but taxation and compliance burdens discourage foreign participation.

Fintech and digital platforms are improving retail investor access, but financial literacy and

cybersecurity risks remain concerns.

5. The Role of Digital Transformation in Capital Markets

Technology has significantly improved market accessibility, with advancements in Al-driven
trading, blockchain settlements, and high-frequency trading.

Blockchain technology has the potential to revolutionize clearing and settlement mechanisms,
but widespread adoption is still in its early stages.

Algorithmic trading and HFT have increased market liquidity, but concerns regarding market
manipulation and systemic risks remain unresolved.

Cybersecurity remains a major challenge, as digital market operations are vulnerable to cyber

threats, fraud, and data breaches.

6. Policy Recommendations for SEBI and Other Regulators

Simplify compliance processes by reducing procedural bottlenecks and aligning regulatory
requirements with international standards.

Enhance corporate governance mechanisms through stricter enforcement of disclosure norms,
independent board oversight, and whistleblower protections.

Strengthen investor protection frameworks, particularly by improving dispute resolution
mechanisms and increasing transparency in enforcement actions.

Improve market infrastructure by leveraging fintech innovations, such as Al-based fraud
detection and blockchain-driven settlements.

Enhance coordination between SEBI, RBI, MCA, and other financial regulators to minimize
regulatory conflicts and promote ease of business.

The findings of this study underscore that while India has made significant progress in
improving the ease of doing business in capital markets, challenges related to regulatory
complexity, investor protection, and digital transformation remain. By implementing global
best practices and adopting technology-driven regulatory frameworks, India can position itself

as a leading global capital marke.
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8.7 Final Thoughts on Ease of Doing Business in Indian Capital Markets

The Indian capital market has witnessed remarkable growth over the past few decades, evolving
into a dynamic and technology-driven financial ecosystem. Regulatory advancements, digital
transformation, and increasing investor participation have contributed to making India one of
the fastest-growing capital markets globally. However, the ease of doing business within this
framework remains a work in progress, with challenges such as regulatory complexity,
compliance burdens, market inefficiencies, and institutional bottlenecks still posing significant
concerns.

One of the critical takeaways from this study is that India's regulatory landscape, while robust
and well-intentioned, often creates procedural hurdles that deter businesses and investors. The
presence of multiple regulators—such as SEBI, RBI, and the Ministry of Corporate Affairs
(MCA)—sometimes leads to overlapping jurisdictions, creating ambiguity in compliance
requirements. While these regulatory bodies have introduced progressive reforms aimed at
simplifying market entry, improving transparency, and strengthening investor protection,
several areas continue to require structural improvements. For instance, while SEBI’s
Regulatory Sandbox initiative has provided a controlled environment for financial innovation,
its scope and accessibility need expansion to fully support fintech and capital market
innovations.

Another major challenge relates to corporate governance enforcement. Despite stringent laws
under the Companies Act, SEBI’s LODR Regulations, and insider trading norms, governance
failures in large corporations—such as misreporting of financials, promoter-driven
malpractices, and auditor independence issues—continue to undermine market confidence.
Ensuring stricter enforcement and promoting accountability among corporate entities will be
essential in strengthening trust and long-term stability in Indian capital markets.

Comparing India's Capital Market with Global Counterparts

India’s capital market has made considerable progress in improving ease of doing business, but
it still lags behind developed economies like the USA, UK, and Singapore in terms of
regulatory efficiency, dispute resolution mechanisms, and financial product innovation. In
many developed markets, compliance processes are streamlined through single-window
clearances, reducing the burden of multiple filings and approvals. Additionally, regulatory
frameworks in developed nations often provide greater policy predictability, whereas India still
faces concerns over frequent regulatory amendments and their implications on businesses.
One of the biggest lessons from global markets is the need for harmonized regulations. The

fragmented regulatory landscape in India often leads to delays in approvals and increased
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compliance costs. By adopting a unified regulatory approach, improving inter-agency
coordination, and leveraging technology for compliance automation, India can significantly
enhance the ease of doing business in capital markets.

Balancing Regulation with Market Growth

A delicate balance between regulation and market growth is essential. Overregulation may lead
to excessive compliance burdens, deterring investors and companies from participating in the
market. Conversely, under-regulation can create loopholes for fraudulent activities, leading to
financial instability. Policymakers must find the right balance where regulations protect
investors and ensure market integrity without stifling innovation and economic growth.
India’s capital markets need to adopt risk-based regulation—where companies with a strong
track record of compliance face fewer regulatory hurdles, while those with a history of
violations undergo stricter scrutiny. This differentiated approach will encourage good corporate
behavior while reducing unnecessary compliance costs for well-governed entities.
Additionally, digital transformation can play a crucial role in easing compliance burdens. The
use of artificial intelligence, blockchain, and automated compliance monitoring systems can
help regulators and businesses streamline reporting processes, detect anomalies in financial
transactions, and ensure real-time transparency. Governments and regulatory agencies should
collaborate with fintech firms to develop smart regulatory solutions that improve efficiency
and reduce compliance costs.

The Road Ahead: Future Policy and Market Reforms

To ensure a more business-friendly capital market environment, Indian policymakers must
focus on:

Simplifying compliance norms: Reducing redundant paperwork, integrating digital
documentation, and enabling single-window clearance for approvals.

Enhancing transparency and investor confidence: Strengthening governance norms,
implementing Al-driven fraud detection, and improving corporate disclosures.

Encouraging innovation and fintech adoption: Expanding the Regulatory Sandbox initiative,
promoting blockchain-based transactions, and supporting algorithmic trading with adequate
safeguards.

Strengthening SEBI’s enforcement mechanisms: Increasing accountability for corporate fraud,
expediting regulatory investigations, and ensuring stricter penalties for non-compliance.
Improving ease of foreign investments: Simplifying FDI and FPI procedures, reducing taxation
complexities, and ensuring tax treaties are aligned with investor-friendly policies.

Conclusion
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In conclusion, ease of doing business in Indian capital markets is a continuous journey rather
than a fixed destination. While significant progress has been made through regulatory reforms,
technological advancements, and market accessibility improvements, further structural
reforms, digital adoption, and global best practices implementation are required to position
India as a leading capital market hub globally. The collaboration between regulators,
policymakers, market participants, and technology innovators will be crucial in ensuring a
competitive, transparent, and efficient financial ecosystem that fosters economic growth and
investor confidence.

8.8 Suggestions for Future Reforms

To enhance the ease of doing business in Indian capital markets, future reforms must focus on
simplifying regulations, promoting transparency, integrating technology, and fostering investor
confidence. A well-structured regulatory framework that balances compliance and innovation
will be essential in making India’s capital markets more competitive on a global scale. Below
are key recommendations for future reforms:

1. Regulatory Simplification and Harmonization

Streamline regulatory approvals: Reduce procedural delays by introducing a single-window
clearance system for market participants.

Harmonize regulations across agencies: Coordinate between SEBI, RBI, Ministry of Corporate
Affairs (MCA), and the Insurance Regulatory and Development Authority of India (IRDAI) to
avoid overlapping compliance requirements.

Introduce a risk-based regulatory approach: Entities with a strong compliance history should
face fewer regulatory hurdles, while high-risk entities should undergo stricter scrutiny.

2. Strengthening Investor Protection and Governance

Enhance corporate governance standards: Stricter enforcement of SEBI (LODR) Regulations,
Companies Act provisions, and whistleblower protection mechanisms to ensure transparency.
Improve grievance redressal mechanisms: Streamline SEBI’s SCORES (SEBI Complaints
Redress System) platform and ensure quicker dispute resolution for investors.

Mandatory ESG (Environmental, Social, Governance) reporting: Encourage sustainable

investment practices by making ESG disclosures mandatory for all listed companies.

3. Leveraging Technology for Market Efficiency
Expand the role of blockchain in capital markets: Implement blockchain-based settlement
systems to reduce transaction costs and ensure tamper-proof records.

Encourage Al-driven regulatory compliance: Develop RegTech (Regulatory Technology)
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solutions to automate compliance reporting and reduce regulatory burdens.
Strengthen cybersecurity infrastructure: Protect investors and market participants from cyber

threats through robust data security policies and Al-driven fraud detection mechanisms.

4. Enhancing Foreign Investment and Market Accessibility

Simplify FDI and FPI investment processes: Reduce delays in foreign investment approvals
and ease taxation on capital gains for foreign investors.

Ensure tax neutrality in capital markets: Avoid frequent changes in securities transaction tax
(STT), capital gains tax, and dividend taxation to provide stability for investors.

Facilitate cross-border market participation: Align India’s capital market framework with

global best practices to encourage international investors.

5. Encouraging Innovation through SEBI’s Regulatory Sandbox

Expand eligibility for fintech startups: Reduce barriers for smaller fintech firms to enter SEBI’s
Regulatory Sandbox, allowing wider innovation testing.

Introduce a phased compliance model: Allow startups and market participants to comply with
regulations in phases, reducing the burden on early-stage businesses.

Encourage digital KYC and identity verification: Simplify onboarding for retail investors by
promoting Aadhaar-based KYC and Al-driven identity verification.

6. Strengthening Market Liquidity and Trading Mechanisms

Encourage more IPOs and SME listings: Provide incentives for small and medium enterprises
(SMEs) to list on stock exchanges, ensuring a broader investment base.

Regulate algorithmic and high-frequency trading (HFT): Implement safeguards to prevent
market manipulation while ensuring liquidity in capital markets.

Promote retail investor participation: Increase financial literacy initiatives to educate retail

investors about market risks and opportunities.

7. Future-Focused Policy and Legal Reforms
Periodic review of capital market laws: Conduct regular legislative reviews to align SEBI’s
regulations with global market trends.

Introduce flexible compliance models: Enable firms to choose compliance models based on
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their size, risk profile, and business operations.
Strengthen enforcement against insider trading and fraud: Increase penalties for market

manipulation and enhance surveillance mechanisms.

The future of India’s capital markets depends on a progressive regulatory framework,
technology-driven solutions, investor-friendly policies, and seamless global integration.
Implementing simplified compliance measures, enhancing investor protection, leveraging
fintech innovations, and fostering foreign investment will position India as a leading capital
market hub. The collaboration of SEBI, RBI, MCA, stock exchanges, fintech firms, and
investors will be crucial in achieving these objectives and ensuring sustainable capital market
growth.
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