Figure 16.3
Entrepreneurship and the BRIC Countries
"BRIC," an acronym coined by Goldman Sachs in their research, refers to the fast-growing developing economies of Brazil, Russia, India, and China. The growth rates of these countries were are projected by Goldman to be rapid that by 2050 the combined economies of the BRIC countries could eclipse the combined economies of the current richest countries of the world.
 The four countries currently account for more than a quarter of the world's land area and more than 40% of the world's population. 

According to a paper published in 2005, Mexico and South Korea are the only other countries comparable to the BRICs in terms of growth potential, but their economies are excluded from the group because they are considered more developed.
 As an indicator of their increasing prominence on the world, the leaders of the BRIC countries held their first summit in Russia in 2009, and discussed financial institution reform and how developing countries, like nations of BRIC, could be more involved in global affairs.

Entrepreneurship in the BRIC countries is key to their success. A recent study provides insights to the differences in approach to entrepreneurship of two most populous countries of BRIC, India and China.  Khanna (2007), documents that entrepreneurship in both countries is thriving, but under very different conditions. He compares their approaches to entrepreneurship in terms of access to capital, freedom, reliability of information, government involvement, and infrastructure. The study surveys the varied landscapes for large, medium, and small scale ventures, ranging from rural health care initiatives to Bollywood. Khanna finds that:
· In China, the government often is the entrepreneur and initiative for change and innovation often is top-down. In contrast, in India, the government is not nearly as prominent compared to the private sector, and entrepreneurship is more endogenously determined by individuals and firms.  The command-economy approach of China can result in faster growth in sectors on which government decides to focus, but at the risk of missing opportunities or making wrong choices.  The market approach of India can be better at identifying opportunities, but prospective entrepreneurs may have more difficulty arranging funding.

· China is much more open to foreign direct investment, much of it coming from original Chinese residents. In contrast, India has not embraced foreign investment to the same degree and engages in more protectionist behavior.  Lack of openness to foreign direct investment, while designed to preserve opportunities of residents of the country, and build domestic businesses, exacerbates the challenges of raising capital to fund new venture opportunities.  The few who can tap the capital markets are likely to benefit, even if they are not ideally suited to launch and grow the opportunities.

· Information on the economy and business entities is unreliable in China.  Unreliable information hampers ability to raise capital and to contract generally. Analysts are not independent.  Rather, they are state-owned or controlled, as are companies on which the analysts issue reports. Moreover, market information generated by impartial, objective observers is scarce in China.—the most valuable information comes from guanxi, a term referring loosely to “relationship”. The guanxi networks are important because they are the primary conduits of reliable information. 


In contrast, public information in India is plentiful and more generally reliable. Real-time stock market data on all publicly traded companies is good, in part a result of competition between the National Stock Exchange (NSE) and the Bombay Stock Exchange (BSE). While fraud and errors do occur, India has embraced competition and market forces, whereas China has relied on government control of the stock exchanges.
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