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In the last few vezrs far reaching changes have taken plac
in the envircnment for doing business in  India, Many more
changes are cxpected to follow in the months and years to come.

These changes are likely to lead to further changes. Though the

fug]

strategic questions facing the conowy are ne different from the

ones  Taced by the founding fathers in the early fifties, the
different. The context for evaluating the

answerz have heen

i

enewers are different in terms of the evperience in  develcopment
Flenning and aduministration, and the resource base in  terms  of
the gkille and infrastructure. Certain key words and phrases in
the environment like ‘competitiveness”, ‘efficiency’, ‘prbfita‘
bility’, ‘world standards?, ‘globalisation®, ‘market determina-
tion?*, ‘£echn010gy upgradation’, ‘foreign capital’, ‘safety net’
snd ‘golden handshake’ have grown stronger than the earlier key
prhrases like ‘control of cbmmanding heights?, ‘nationalisation’,
‘employment generation and rrotection’, ;indigenisation.of tech-
nology’, ‘appropriate technology’, ‘public monopclies?®, *large

3

business houses’, and

X

licences and controls’.

In the last forty years of Indisn evelopmental histery
many  successful, unsuccessful, fancy, and half hearted experi-
ments  have been conducted to do something different and impact
making in the areas of technology development, creation of indus-

tries, ©promotion of swmall sesle and public enterprises, turning



around sick unils, and internationalisation of enterpriscs. Many
more experiments can be expected to be initiasted in the vears Lo
comne,

These ohanfges in the environment would shift the thrust of
managenent of business from ‘regulat?on driven’® to ‘market driv-
en’. They have thrown open opportunities for acquiring new tech-
nology, tying up foreign investment agrecments, raising funds

i-
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from new domestlc and internaticnal sources, expanding, dJdiv
fying, turning around, and internationalising. In the same stream
threals would srise from the increatse in the strengths of dormant
competitors, possibllity of further increase in the strength of
existing competitors, impending arrival of new competitors, with
nev  ways of competing, introduction of substitute products, and

st conferred  cer

.

withdrawal of protection and concessions th
competitive advantages to existing cowpanies. There would be  an
increase in the speed of product, materisal, and technoloéy ohao-
lescence. The responsibility for strategic management would,
therefore, be shifted from Delhi to the head quarters of the

corporations.

Different compsnies would be affected differently, depending
upon their current product-market-locaticn-technology and owner-—
ship strategy and its performance, by the emcrging environment.
The corporations are reauired to think through the impiications

of the changes that are specific to thewm, and generate strategic

cptions for responding to and stimulating the course of develop-

il

ments 1o meet thelir corporate objecltives. A hasty response like

doing  whatever is done Ly the competitors, imitating the re-



Eponses of the corporate lesders, going for blind mergers and
acquisitions, signing technology tié up agreements to produce
what iz current in the west, or diversifying l1ike the Japanese
compenies etc., irrespective of the asgessument of their current
and potential competences and aspirations could lead to gickness.

1+ iz imperative for the corporations, therefore, to take
stock of what ie happening around them to be prepared to respotd
to the stimuli generated by the changes or generate a response
from the environment. While the most visible change is the spate
of changes in regulations, there asre many olher changes that need
. |

cenaria of
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to be recognhised. This note attempts to present a

the emerging environment for doing business in India.

Propelling Factors

The disenchantment of all with the slow response of the
Indian economy to the policy of regulations and controls, sick-
ness  in the public sector and its inability to operate well at
the comm%nding heights, loophole exploiting and scapegoating
hehaviour of the private sector, inability of the Indian industry
and research & development units to develop indigenous Iinnova-
tions and technologies and keep pace with the rapid progress oﬁ
the global science and technology front resulting in a gap
between the Indian and international technological developments,
lack of international competitive strength and the consequent
inability to pay for imports from own earnings leading to inter-
naticnal borrowing, pressures from international lending institu-
tiong and, the outstanding performance of Japan and BSouth Korea,

which launched their developmental efforts around the same time



as India, at the domestic and global levels, have prompted thé
policy makers to try out a new Qarédigm of economy mansgement.
This 1is fueled further by the increasing expectations of the
steadily expending urban middle class, higher politicai maturity,
and the increased confidence in the resource mobilising and risk
taking capabilities.of the privete sector.

New Parsdigm

The variocus dimensions of the new raradigm of development

ean be identified as follows.

New Public Folicyv Orientation

The public policy orientation at the level of the central
government is changing rapidly and increasingly in favour of
&llowing the market forces +to determine the course of develop-
ments  in the econowy as opposed to regulations and controls. In
this spirit, licensing is confined t6 a narrow band of defence,
high luxury and hazardous items. Certain provisions of the MRTP
have béen relaxed and companies can grow as big as they want.
With a view to facilitating the acquisition of new technologies
and providing opportunities for Indian companies to modernise and
develop world standards of operations, the entry conditions for
miltinationals and foreign collaborations have been eased.
Restrictive festures of FERA regulations have been removed. This
has facilitated the return of the very same companies that had
left India after the announcement of FERA regulations in 1973,
Import policies have been liberalised. Exporting has been made
more attractive. The import and export efforts of an organissation

are linked through the uarket mechanism. Therefore, oprportuni-



ties centering around reguletions like licensing, reserved sec-
for, quotﬁ allocation, and controls would dissappear or, at the
least,. dinminish. In the same way.the concessions and subsidies
would also decline.

While the central governuwent policies have changed, state
governments have yet to act and appreciate the implications of
these developmente for their own policies of indumirialisation.
It can be expected that the new policy orientation would also
percolate to the state level policies regulting in the withdrawal

of concessions provided by the states.

Hew Concepts in Public Enterprise Mansgement:

Concepts like privatisation, sharing ownership, . and
sutonomy 1in the management of public enterprises are becoming
realities in the Indian context. Increased weightage is given
to the need to run public enterprises on business ﬁrinciples.
The central government is trying to provide autonomy to publie
enterprises through the instrument of the Memorandum of Under-
standing (MOU}. In the last few years both the public enter-
prises and the government have gained experience in managing
through MOUs. The attitude towards sick units is also changing
from  keeping them hanging to protect employment at any cost to
allowing exit and providing alternative optiong for the displaced
employees. The message is that what was tolerated  eand viewed

sympathetically yesterday would not be done tomorrow.

The econcept of public monopoly for public services is also

being reviewed and the entry of private sector is contemplated.
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Public enterprises would be required to operate in & cowmpetitive
environment.- It should be recognised that though there is Sick;
ness in the public sector in an averagde sense, there are sgome
public enterprises, especially in the engineering sector, that
have developed capabilities in formulating and inplementing their
strategies effectively and efficiently. They would benefit from
the new policy orientation and offer tough conpetition to the new
private sector entrants. They would be éompeting with the pri-
vate enterprises not only for taking a share of the market for
end products but also for the rescurces in the market. The s5ig-
nificant impact of the private sector’s entry on public enter-
prises would be the flight of experienced talent from the public

sector. The public sector enterprises would be under pressure  to

develop strategies to preserve their talents.

Changes in the Financial Sector

Very significant changes are Eoing to take place in the
financial system of the country. The World Bank in its report on
India’s financial structure has recommended a set of radicél
reforms to be implemented in the medium term and the long term.
These recommendations have been reinforeed by the report of the
Narasimhan committee. The report argues for greater privatisa-
tion efforts in the financial sector as it is felt +that the
earlier objectives of keeping some financial institutions, espe-
cially . banks, in the public sector have been achieved. Tﬁese
recoumendations, if implemented, would bring a sea-change in the
in the management of the financial institutions in the country.

.The focus of management of these institutions would shift from



‘social objectives at any cost’ to ‘commercial objectives at

reasonable social benefits?,

The concept of.large rrivate sector banks appears to be
coming back. The Indian financial ingtitutions have to compete
with international financial institutions directly or through
their Joint ventufes. Some of the large business houses have
already initiasted diaslogues with foreign banke to flost Jjoint
ventures. FPermissions for setting up private mutual funds have
also heen given. The new entrants would have greater freedom to
choose thelr people and technology than the existing ones. With
the application of information technology, their response to
orrortunities would be faster. In this sense the existing insti-
tutions would have s competitive handicap and hence would be
under pressure Lo innovate. Such innovations can come in only if
these institutions recognise the nature of the challenée before -

them.

New face of the capital market in India ‘

In the second half of the eighties the capital market in
India came of sge. It built effectively on the buoy&ncy_ created
by FERA dilutions. To begin with, the reach of the market
increased. Mass media came to be used for promoting new 1ssues.
Even brand names got coined to develop a stronger identificetion
of the investors with the issue. Unconventional distribution
channels were used to issue application forms. New merchant
banking orgenisations were set up to provide professional assist-

ance to the compsasnies. It helped entrepreneurs railse unprece-



dented amounts of capital. It also saw the introduction of new
instruments for raising capital. A néw class of rrofessional bro-
kers, with more scientific attitudes towards portfolio management
and & new class of swall investoré with an eye on steady income
and long terw growth of investment came on the scene. The rise
of .leasing, venture capitalism, and mutusl funds was a marked
development. Leasing-companies found it more economical to oper-
ate as integrated financial services companies. Services l1ike
merchant banking and factoring gained popularity. Today -the
concept  of a4 super market for financial services is gaining
active support from the corporats world. These trends towards =&
rrogressive capital market would continue in view of the liberal-

isation of the constraints on the capital market.

Safety Valves

It can be predicted that the reliasnce of the government on
the capital market to mobilise znd allocate resources in the
economy ~ is likely to increase fTurther. There would however be
safety valves and checks. Moves to provide greater protection to
the iInvestor by streamlining the operations of the stock ex-
changes and the stock brokers would gain ground. Greater fregdom
would be given to the players to decide the terms of exchange.
Setting up of the Securities Exchasnge Board of India (SEBI)  and
the credit rating institutions asre steps in  this direction.
Though BSEBI  is struggling to find its feet and teeth in the
capital market, we expect that it would acquire strength and play
a'significant role in streamlining the transactions at the caepi-

tal mwerkel and align them with international standarde.



'Ihg Pressure to Internstionalise:

The increasing gap between the product and the technoleogical
achievenents in India and sbroad and the worsening foreign ex-
change situation, have put preséure on the Indian industrial
sector to internationalise. Public policies are favourably

inclined towards supporting efforts in this direction.

The need for inhternationalising the Indian business hasg
been felt at several quarters. The imperétive to catch up with
the international economy has been highlighted by the Finance
Minister on several occasions. The emerging gap between the
domestic and international enterprises in terms of management
rractices, sensitivity to time as a resource, technclogical
capabilities, quality consciousness, competitive orientation, and
bias for innovations, needs to be identified and plugged. Any
comparison between Indian and Japanese or Korean ‘enterprises?
ieaves much to be desired. In this context it would appear de-
sirableueven to talk about serving the domestic market at inter-
national standards. Some of the companies that are moving in thi§
direction are using phrases 1like ‘international standards?,
‘world eclass vision’, ‘state of the art’, ete. to gain competi-
tive advantage in the product and the factor markets. This trend
would continue. The pressure to internationalise business prébn
tices in terms of quality standards and presence in the interna- .

tional market would continue to come from the follewing factors

{(a) The need to earn foreign exchange to import.
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jb) Emerging conpetition from new entrants with global connec-
tions and promising international quality products and
options to choose from.

(¢} Incressed speed of tranenmission of information on new
products and new quality standards through the mass media.

{d) Easy access to ‘imports’ through illegal channels.

(e} Increasing strengths of consumer counterforce through orga-

" nised actions.
{(f) Need to differentiate from imitations and spuridus goonds

menufacturers.

Global alignments like Burope 1892, unification of Germany,
end evolving market orientation of the hitherto cowmunist coun-~
tries have provided opportunities for exploring new markets.

There is GATT and the Uruguay round for opening out the

markets for new products and services.

Extending srena of the Global Competitive Battle

The eighties saw the development of global corporations and
global competitive arena. The earlier battles among the European
and American companies were joined by the Japanese and Korean
companies. As the fight intensifies the arens would expand.
Current developments ip the Indian regulatory environments are
opening the Indian gates for the expansion of the arena into
India. Already some compenies have +taken positions through
memberships in oonsortia; consulting projects, minority Jjoint
ventures, product based technology transfer asgreements, component
supply arrangements, R&D agreements, and the like. Some of the

existing subsidiaries of the multinationals are looking for new
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wtrategic directions and strengthening their muscles to face the
battle. The extension of the globél competitive arena to Indis
is a source of both threat and opportunity. There ig the threst
of mergers and acquisitions, and the elimination of medium and
small companies from the market place. There is also the oppor-
tunity to forge str&tegic alliances and even test out ocne’s own

strengths vis-a-vis multinational competition.

8pin offs from Linksges with Japsnese comganies

The eighties saw the old and new Indian companies forging a
variety of linkages with globally successful Japanese companies.
The linkages have ranged from transfer of designs and drswings,
technology tie wup, training support, Jjoint ventures, and the
like. Compranies like Matéushita, Sharp, Sanyc, Hitachi, Toyotsa,
Mitsubishi, and NEC operate with capabilities in a wide range of
products and components. What started as service support opera—;(
tions in respect of some product categories grew in to technical
and at‘times financial colleborations. It can be expscted that
for many Indian companies having links with these companies
would facilitate the introduction of new products, conmponents,
and technologies either directly or through their associate
companies. The liberal licensing and MRTFP ﬁolicies and the track
record of these companies in terms of financial perforumance,
corporate image, dealer network, and support from investors would
catalyse the process. It has been observed that the entry of one
Japanese_ company paves way for the entry of a family of conpa-
nies, products, and services, They concentrate on facilitators

tc entry rather than barriers. It hes also been observed they

[y
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“enter by taking up any Jjob that comes their way and build gradu-
ally by learning, innovating and sstisfying the needs of the
custoners. Their strategy in India is not likely to be differ-
ent. As a consequence, there could be unexpected entries lead-
ing to new comﬁetition in many established industries like tex-
tiles, soaps and detergents, refrigerstors and air conditioners,
cooking wtensils, domestic applisnces, houscehold furniture,
rharmaceuticals, construction, ete. . Quality, technology and
lower maintenance costs would be the entry facilitators. Such
moves do not call for the possession of any related technologi—.
cal strengths on the part of the Indian coupanies. The introduc-
tion of washing machines by leading consumer electronics CoOMpa—
nies like Onida, Videocon, and BFL iz an illustration. An asso-
ciation with the company is more than adeguste, A vegetable oil
company has diversified into the production of audio ‘and video
cassettes. | |

The linksges with Japanese companies could be expected to
bring in not only new\industrial initiatives but alsc mansagerial
practices. Several studies of Japanese manageriasl practices hsave
shown that they have moved away from hitherto accepted management
practices and . offered their own version., Some of these 1like
quality circles, Jjust-in-time systems, time based competition,
multi skilling, customer orientation, company song, and common
uniform, are being experimented in Indian companies. We have =a
mix of successes and failures in adapting these practices. Ulti-
mately we would retain what is compatible with our ways of deoing

business. The cosuetic part of such practices would fade away



like fashions. Early enthusissm with company songs and calisthen-

ics already seems to be declining.

International trend iowards collaboration and strategic allisnces

An  international trend towards strategic allisnces sand
collaboration showed up to#ards the end of the sighties to  face
global competition and the changing technological environment,
In future the stress on growth through collaborative strategies
and networking would increase further. This aspect has mede a
slow beginning, but would catch up as companies locock for differ-

ent ways of growing.

The Second Agricultural Bevolution -

Indian agriculture witnessed remarkable strides in the last
four decades. From a stage of imports we moved over to self
sufficiency and we are now contemplating to generate surplus to
export. During the early days of experimentation and innoﬁations
in polfeies, institution creation, farwming practices, several
lessons were learnt in technology transfer from lab to land;
mrnaging extension educsastion; resolving conflicts among farmers,
middlemen, bureasucrats, and politicians; financing agricultural
rrojects; integrating markets; mechanisstion; water management;
and strengthening the role of Non-Government organisations in
rural developnent. Efforts have been made to comprehend the
heterogensity of resource endowments and provide support to the
high risk, dry, and backward regions. The positive and negative
éffects of the green revolution have been assinilated. These
will provide a firm base for the new agricultural revolution.

large projects like Narmada, irrespective of when they are
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i-implemﬁnted promise greater realisation of benefits then the
earlier irrigation rrojects, in view of the experience gained in
the lagt four decade in water management at the grassroots level,
Suprort for diversificaetion, injection of new technologies,
better mansgement of water resources, stress \on export orienta-
tion, eliminating vaste, and organised processing and marketing
of eagricultural produce could lead to a second revolution in
agriculture. Agriculture would be run in 5 businesz-like manner,
especially when subsidies and concessions are withdrawn gradual-
]y: The efforts in land reforms, rural banking, wmedicine, and
literacy initisted in the lagst decade would yield the lagged

effects in the coming yvears.

Opportunities arising from these developmenté need to be
viewed in the context of the opening up and monetisation of rural
nmarkets dus to expanded banking network, reach of the.electronic
media, and improved infrastructure like transport and telecommu-

nications.

Hew technology of Management

The +technology of management has also progressed further.
New frameworks for understanding competition, organising manufac-
turing and marketing functions, formulating collaborative and
competitive strategies, understanding human behaviéur, identify—
ing the human resource potential, spurring creativity and innova-—
tions, and new concepts in managing multi: product and multi
location comranies have been developed. Technologieé have been

developed for managing large data bases. These are finding their

Sy



entry into the Indian business world through the training pro-
gremmes of the collaborators, all Indis management institutions,
national and regional wmsnegement associstions, in house workshoés
of large companies conducted with the help of external experts,
and the large number of books and articles published in the
popular press. Whilg intuitive approaches would still be prac-
ticed they would increasingly be supported by decision making
based on informastion snalysis. Refinement in them would take

place and be transwmitted quickly across the globe.

Attitude to Formal Management Concevts

The attitude asmong businessmen that the coneepts and  frame-
works of managementi are for the text books and menagement schools
have shown signé of change. These will change further as they
adapt them Lo their specific business situations. One of +the

areas that would witness noticeable change would be the manage-

ment of the manufacturing functions,

Opportunities from new Office Management Technology:

Developments in information and telecommunications technolo-
gies are breaking the barriers of time and distance. They are
bringing in new products, services, and office practices in the
corporations. The organisation of the office and provision of
services to clients are getting centered around the new informea-
tion and communication technologies. The Government of India is
committing more resources to improve the telecommunication infra-
structure and to provide opportunities for introducing new value
sdded services based on data and voice communications in rural

and urban areas. These developments are expected to creste two

Al
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 types of opportunities, one, for initiating new industrial activ-
jties in telematics and two, for strengthening cowpanies’ own
intern&l and external linkeges. This would help them remove the
gzographical constraints. There is evidence of compenies trying
toc exploit both these opportunities through appropriate data
communication networks., Design and installation of such net—
works would facilitate the creation of common data bases, char-
ing informestion without loss of time, &and taking up Jjoint

client. The knowledge gap in

[y

_projects with resrect to a singl
this area is yet to be filled. Still there are conpanies that
have neither the appreciation nor the skills to design and imple-
went such networks. It is expected that there would be & spate
of training, orientation, and skill upgradation p;ogrammes in
this sector. The companies, irrespective of size, would employ
these techﬁologies as the awareness and skill building éffprts by

the organisations and the training institutions incresase.

Sweeping 'strokes of Electronics technology

Advancements in micero electronics, fiber optics, and laser
technologies, and development of new materisls like engineering
p]gstic 'are going to make & major impact on the size, shape,
functions, and efficiency of the old household products like
pressure cookers, cooking utensils, ovens, refrigerators, and ihe
like. The trend towards this is already visible in the west and
in Japan. Their impact would be felt in India as the efforts to
1ink to the global markets bear fruit. The liberal industrialisa-
tion policies permitting foreign participation would support such

moves and shorten the time lags.
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ofegsionalisation of Family Managed Companies and the orgsniss-

tion of unorganised Traditional Companies

Several fawmily mansged companies have professionalised over
the last two decades either by recruiting professional managers
or by sending their family wmewbers for professional wanagemeul
training. Some of the compariies have posed significant challenges
to the muliinational companies operating in India by creating
their own brand names and developing their own technologies. In
the same way, some ventures in the unorganised sector have orga-
nised their activities and woved into the organised sector. They
have &lso learnt to skillfully use the marketing media. The
transformation seen in the companies making ayurvedic products
and traditional kitchen items like masaalas, condiments, ready
to make snack miwxes like dosa mix, vads mix, is & case in  point.
It could expected that many more companies would félipw the

successful ones.

Ortions in Media and Distribution Channels

The options in print and electronic media for eadvertising
and promotion would increase. Greater information would be avail-
able on the reach, profile of the audience, effectiveness, etec.
to facilitate the media planner to develop his strategy. Spread
of TV, VCP, VCR, video libraries provide opportunities for _inno~
vative media building.

Retailing system has strengthened and the retailer is going

10 be more demanding and business like.



Increasing size of the urban middle class

The size of the urban middle class is increasing. Many newv
entrants 1in the consumer durable sector are banking on this

seguent to provide support to their activities.

Chanring Adult Education Environment

The adult educational environment of the country has-changed
considerably and is likely to change further. The number of
institutions offering short term refresher courses has increased
and the spread of technical and wansgerial courses has diversi-
fied. Concepts like open university and distance educatioﬁ have
come to stay. These have opened out opportunities for providing
formal instructional inputs to those who could not go to schools
and colleges and acquire formal degrees or diplomas. Utilising
these opportunities calls for a change in the attitude "of the i
management. towards those who could not acquire formal university
education in the past. Opportunities frdm this development need
to be viewed in the context of the human resources development

strategies of the coupanies.

The Resources Of the Retired

In the next decade the first gencration technicians, techni-
cal and managerial executives would retire and be availehle for
redeployment. Their sassociation with new ventures would be a

source of start up advantage.

Elugive HRI=

Tn the late eighties, substantial hope was pinmed on the

packages of centrsl and state level incentives to attract the

ot
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NRIs tﬁ invest in India. Each state vied with the others in
making trips abroad end addreseing the NRIs and offering carrots.
The experience in getting significant entrepreneurisal support
£rom  the NRIs, however, proved to be discouraging. The message
was driven bhome that the NRIs can at best invest in on going
concerns . rather than start something on thelr own. This means
that the industrialisastion has to be through domestic entrepre-
neurs and efforts would be focussed on them.

Tncentives, however, would be given %o them to remit the
foreign exchange liberally. Aspects l1ike rupee convertibility and
gold imports are aimed st getting NRI dollars rather than HEI
entreprensurship.

Inflation snd Rising Froject costs

With inflation the cost of putting up projects has also gone
‘up. This trend would be no different from the earlief‘_years._
This, combined withb greater market orientetion, would place even

greater” stress on efficiency and competitive advantage.

Movement for Greener, Safer and Cleaner Environment

The eighties saw the growth of organised moveuents deuwand-
ing cleaner, safer and greener environment, They received support
from the masses, the Government, and the international agencies.

This could be expected to emerge as a force to reckon with.

Fersigtence of Age-old Problems
While some of the aspects of the society have changed, the-
ageold problems of population, slums, inequalities of income and

opportunities, corruption, violence, unstable political values,



and fights on the basis of caste would continue to pose formida-
ble challenge to the strategists.
Congclusion

We may conclude by pointing oul again  that the external

environwent is going to be mors dynamic and complex. There would

iad

less societal grotection for inefficiency. There would be notice—
able fights in the market place calling for innovation and com-
petitiveness. The search for quick solutions may mean surrender
in the long term and loss of the coumpstences built by the compa-
nies in the past through experience. Hence companies are required
to take a long and hard look at the emerging environment, gener-
sle strategic options, and make a considered choice. The internal
manageriaf’ implications of the external positions in the market

place and promises to the stakeholders have to be comprehended.

»

The new competences required to implement the strategies, need to -

be identified and actions need to be initiated before it becones

toc late.
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