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ENTREPRENEUR & ENTREPRENEURSHIP

Entrepreneur is a person who organizes, manages and
assumes the risk of business.

Entrepreneurship is the character, practice or skill of an

entrepreneur.

Accordingly entrepreneurship refers to
identifying/innovating Iideas, products and services;
mobilizing resources, organizing production/services and
finally marketing them covering the risk with constant
strive for growth and excellence.




IS INDIA READY FOR ENTREPRENEURS ?

Sea change in the entrepreneur climate in India.

Indians are beginning to think of entrepreneurship and
are willing to take risks and face the challenges of
creating profitable enterprise.

Some of the reasons which have helped this to happen
are:

() Rich global experience and expertise brought back
by returning NRIs.

(i) Availability of fund through Venture Capital and
Private Equity.




Overall industry climate with more than 9%
GDP growth In India has created a huge
domestic market for entrepreneurs to tap.

Government initiatives in improving quality

of Infrastructure through SEZs.

Incubation centers started by Top Indian
management and technology schools.

Significant growth in domestic consumption.




ENTREPRENEURSHIP COMES IN INDIA IN
THREE FORMS

Types of Entrepreneurship

i

|

Entrepreneurship
driven by instincts to

survive

* Vegetable vendor
« Cattle rearing

* Tea Stall

» The area of microfinance
» Supported by small loans
between USD $50 - $200
» Debt structure; short
payback period

* Proven area for finance

Small to medium
businesses with
scope and

employment

« 5-100 employees

* Relies on internal
business sense to succeed

 Currently with limited
financial support

* Need USD $20K to
$250K

» Generally rely on
personal funds, family,
friends, and money lenders

|

Large businesses with
large scope and

employment

* Typically run by highly
educated managers

» Exit markets well
understood

* Significant conventional
venture capital support

* Need USD millions in

equity

*Primarily service export or

urban focused

* Proven area for finance




SIXESSENTIAL COMPONENTS THAT DRIVE
ENTREPRENEURIAL GROWTH

Culture for ggoith- Awesome organization has an
empowering, motivating environment that attracts and
retains awesome people.

Awesome pmEmpée- The know-how, skills, Insight,
Imagination, and ideas of an organization's people are

the Intangible assets that give the company its distinct
competitive edge.

Plan flor ggoswthh- Every awesome organization has a
written — yet flexible — plan that defines the long-term
and short-term requirements for growth and innovation.
The plan helps guide decision-making and enables
everyone to focus on projects, tasks, and activities that
lead to achievement of the vision and goals.




SIXESSENTIAL COMPONENTS THAT DRIVE
ENTREPRENEURIAL GROWTH (Cont.)

Top team as |Emdkns of ggoowtith- Each member of the
top team needs to share the vision and fully understand
his or her functional and cross-functional roles and
responsibilities for implementing the plans and achieving
the mission.

Infrastructure flor grgvaWwth- The infrastructure enables
leaders to institutionalize the organization’s mission,
vision, and values and makes work flow easily and
efficiently.

The awesome |ksdEr of ggoovith- As the company
grows, the leader's ability to communicate a powerful
sense of purpose and direction helps align everyone with
the mission, vision, and values.




HASTENING THE PACE OF REFORMS

In World Bank ‘Doing Business’ Report 2007, India ranks
at 134" position out of 175 countries — behind Maldives
(53), Pakistan (74), Bangladesh (88), Sri Lanka (89) &
Nepal (100).

OECD draft report on regulatory framework in market for
goods & services places India behind various countries
Including Chile and Brazil.




HASTENING THE PACE OF REFORMS (Cont.)

Global Competitiveness Report 2006-07 on creating
improved business environment put India at 43" position
out of 125 countries, ahead of China (54) and most
Asian countries except Singapore (5), Japan (7), Hong
Kong (11), Taiwan (China) (13), Israel (15), South Korea
(54), Malaysia (26) and Thailand (35).

Clear inference that much remains to be done in India to
exploit its full potential of growth.




Challenges companies face in India

Infrastructure and
environment

Complex business
environment

Poor physical
Infrastructure
(roads, ports,
airports)
Weak rural
Infrastructure
Bureaucracy

High cost of and
unreliable power

Low urban
penetration levels

High cost of entry /
exit

Market-related

Under-developed
consumer markets

Low penetration
levels due to low
urbanization
Widely varying
consumer tastes
across regions

High price / value
sensitivity

Regulatory/
Governance

Regulatory
challenges
Impacted by
coalition politics.

Restrictive labour
laws

Laborious and time
consuming process
to start a business.

Slow legal process.

Politicization of
Investment
decisions




ACTIONS TO IMPROVE BUSINESS CLIMATE

Amongst the policy measures which could be adopted
are:

Liberalization of the FDI Policy
INCREASE IN FDI INFLOWS

Further liberalisation is required. The policy must be
clear and consistent.

Efficient aanad quick dispuee resedliioom
Enhance capacity of judges and intermediaries




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

1l Labour reftomss

India’s labor regulations are unusually complex,
iInconsistent and at times overlapping.

As a result it is almost impossible for firms and
workers to fully understand their rights and
obligations, or for enforcement authorities to ensure
compliance.

Reforming labor regulations is a priority for India
with special emphasis on improving

industrial relations, facilitating dispute resolution
and removing ambiguity.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Following reforms may increase flexibility in the
labor market:

Consolidating and simplifying labour laws from the
current over 47 main laws to fewer covering the
main areas of conditions of work and welfare,
wages and benefits, social security and dispute
resolution;

Modernizing the Industrial Disputes Act to reduce
the bias towards the adjudication of disputes and to
Increase flexibility in hiring and firing while still
protecting workers’ rights;




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

(i) Resolving ambiguities concerning the Contract
Labor (Regulation and Abolition) Act to introduce
greater flexibility;

(iv) Improving the labor law enforcement and inspection
system.

Allow Hree-fire amdl balance by incoeeasigg
compensation fimr layaygng affff waediies's

While in other parts of world, there is demand to cut
mandated severance payments for redundancy
dismissal, in India laying off workers can be

combined with increasing compensation in view of
low level of social security.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Have fixed tenmm oomitact yWookk-

China, Malaysia, Singapore, New Zealand place no
limit on fixed term contracts, and have thereby
Increased job opportunities for workers.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

IV Administrative aaad Procedural Rétomss

Registering property still a time consuming in most of
states.

India at 110% position in ease of registering. Process
takes 6 procedures and 62 days and costs are also
high.

Entrepreneurs must pay 8% of the property value to
register a transfer of ownership.

Time taken to mutate a property title very high.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Different rates of stamp duty and transfer charges
account for the differences in costs.

Reduction in the high rates of stamp duties an
Important step towards making property registration
easier.

Computerizing and rationalizing property registry as
done in Karnataka desirable.

Also by amending a Stamp Act, it has discontinued
use of Stamp paper, instead the Stamp duty Is
payable by bank draft.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Dealing with licenses
India ranks 155" in the world on the ease of licensing.

Obtaining land use approvals-a major bottleneck iIn
setting up new business.

Obtaining necessary licenses to construct a
warehouse remains extremely costly in India, at 606%
of Income per capita.

Complex and time consuming, requiring 20
procedures and 270 days.

Reform of licensing regulations is needed at both
state and municipal levels.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Simplyfying building permits
Wide variations between States and cities and
permissions of too many authorities needed in certain
cities. Hyderabad, Bangalore, New Delhi have

streamlined but Patna, Ranchi, Lucknow etc. take
time.

Municipal bodies often not in tandem with State’s
approach.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Making payment of taxes simpler

In India, tax regime Is cumbersome, requiring 59
separate payments per year.

Periodicity of payment of tax be reduced and facility
of advance payment equal to 90% of anticipated
liability be allowed as long as the full payment is
within the year.

Stability of tax rates important, frequent changes in
rates be avoided -upset long term business plans.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

The Investment Climate Surveys conducted in India
have consistently identified tax compliance as a
significant obstacle to business.

Introduction of Fringe Benefit Tax has increased the
burden of tax compliance as well as tax rates with
small firms being the hardest hit. Clarity on its
applicability and removal of subjectivity in this process
IS needed.

Central Sales Tax regime-which accounts for more
than 50 % of the time spent by firms on tax
compliance-needs to be streamlined.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

V Reduce lage sz and scope of FSESs controlled by
States

PSESs

Central Government PSEs have a strong dominance
In Finance, Coal & Lignite, Electricity, Petroleum,
Metal industries, Fertilizers, while State Government
PSEs dominate iIn electricity underlying the
Importance of regulatory reform in this sector.

Optimize on ugse of resenuoess im haadsls off SSIBSs




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

VI Protection of investeisrs

India ranks 33rd worldwide and has a strength of
Investor protection score of 6 out of 10 across all cities.

Rules on directors’ liability for self-dealing are weak In
India.

India can improve its investor protections in four main
areas:

() enhancing a plaintiff’s ability to hold a director liable
for damage to the company caused by a related-
party transaction, even where the director meets the
disclosure requirements surrounding his personal
Interest in the deal;




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

(i) requiring Immediate disclosure of transactions
Involving a company insider;

(i) permitting shareholders to inspect the internal
documents of a company; and

(iv) lowering the ownership thresholds for minority
shareholders to sue derivatively

for damages to the company.

This will result in strengthening investors’ trust in the
Indian market.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

VI Making dusmy of bbsisiesss eamH

In India closing of business is extremely time consuming.

A bankruptcy case takes an average of 10 years
during which assets depreciate significantly.

High Court order is needed for closure and
bankruptcy proceeding, so long winded that only 13%
of debt can be recovered at the end — acts as a major
deterrent to set up a business in the formal sector.

Sick Industrial Companies Act sought to be amended
through Companies (Second Amendment) Act 2002

Now bankrupt companies can be liquidated but
bankruptcy tribunals are not yet in operation.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Second Amendment falls short of ensuring an effective
Insolvency regime in India

Necessary qualifications and competencies of
Insolvency practitioners outside those working at the
NCLT not defined.

No provisions to deal with cross border insolvency
complications.

Government needs to allocate sufficient resources to the
Implementation of the reforms and put in place an
education and certifcation program for Official
liguidators, judges and other participants to build
specialized knowledge in bankruptcy.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Facilitating Tradde
India’s export-import regime —significant bottleneck to
sustaining its recent growth in international trade and
GDP.

Apply computerized risk management inspection
systems.

This will improve transparency and efficiency In
customs clearances.

India needs to improve its physical infrastructure
which remain a considerable drag on trade.




ACTIONS TO IMPROVE BUSINESS CLIMATE
(Cont.)

Quick aomeEss to coeeldit

Access to loans can be increased by reforming its
collateral and insolvency regimes.

India ranks 65" on the ease of getting credit, with no
variation across cities.

Creditors need to have clear priority to their collateral
In and outside bankruptcy, as well as the ability to
enforce collateral agreements without resorting to the
courts.

Even today, financial institutions demand collateral for
granting loans to small and micro entrepreneurs. This
can be tackled by changing government regulations
and by evolving suitable methods for hedging risks
by insurance policies.
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