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YOY DECLINE IN COMPANY FORMATION

Andia Creates

of Cos in Four

ISI° ANALYSIS

Sectors benefiting
from end to mobility
and operational curbs
see most no of new cos

Klran.Somvanshl@timesgroup.com

ET Intelligence Group: Last fi-
scal, India created the least num-
ber of companies in four years, at
96,657, though the impact of the
economy’s reopening  was evi-
dent in the ostensibly modest da-

the manufacturing of food pro-
ducts and beverages, health and
social work, retail trade, compu-
tersandreal estate— sectorsthat
had witnessed an exceptional

surge in new compé,,xgﬁs inFy21, B
data sourced from Pr: me Databa-
seshowed.

“Thereasons for the drop in the
number of new company incor-
porations are likely to be the
Same as reasons for the sudden
Jjump in the midst of Covid,” said
Shashwat Alok, assistant profes-
sor, finance, Indian School of Bu-
siness. “Possibly, the economy is
getting back on track, with more
Jjob opportunities. So, the flight
to entrepreneurship in absence
of suitable job opportunities has
diminished.”
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taset. Sectors benefiting from the
end to mobility and operational
curbs — such as agriculture and
allied activities, transport activi-
ties and travel agencies, hotels
and restaurants, construction,
and machinery and equipment —
led the list of segments opening
new establishments in FY22,

The fiscal saw a 30% year-on-ye-
ar decline in aggregate company
formation. $

There was a year-on-year shrin-
kage in companies involved in
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Earnings Worries
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Weigh on D-St Mind

The stock market could

disappointing earnings of
Infosys and HDFC Bank, resumption ' N
of FPI selling and rising bond yields.
Sanam Mirchandani reports,»»> 5§
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A state-wise comparison sho-
wed that Telangana, Kerala,
Karnataka, Delhi and Haryana
posted the most significant on-
year declines — between 35%
and 38% — in new company for-
mations. Maharashtra, with the
highest number of new compa-

nies formed, posted a drop of-

26% over the previous year.

According to Madan Sabnavis,
chief economist, Bank of Baroda,
during the pandemic year FY21, a
lot of individuals set up busines-
sesfuelled by the incentives rolled
out by the government to the star-
tups. Employees retrenched du-
ring the pandemic also turned to
entrepreneurship — especially do-
ingbusiness online — leadingtoa
surge inthenumber of companies
inFY21.

“As the pandemic situation nor-
malised and the economy opened,
the incentive tostart one’s own bu-
siness declined in FY22. However,
it will be interesting to see how
many of these companies survive
over the longer term,” Sabnavis
said. The previous fiscal (FY21)

had witnessed an
' ‘ “exceptional surge
of 34% in new com-
pany  incorpora-
tionsat1,38,314 com-
panies.

Abnormal situations prompt pe-
ople to start their own business.
Globally; research has shown that
distressed labour markets may
push some to pursue entreprene-
urship, as the opportunity cost to
engage in entrepreneurial endea-
voursmay fall during distress.

Forfullreport, goto
www.economictimes.com
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TOP 5 STATES
GROWTH (YOY % CHANGE) (YOY % CHANGE)
Agriculture & '
Allied Activities Maharashtra
12,231 (17.5) 18,592 (-26)
Construction AN T
Uttar Pradesh
M 9,795 (-31)
Transport S e
& Travel Delhi
3,550 (24.7) 9,175 (-36)
Hotels & -
Tamil Nadu
Restaurants
2,922(29.1) 6223(27) | 2
Machinery & Gujarat §
Sotrte Equipments 5669(-23) | §
Prime Database 2,855 (14.5) FIGURES FOR FY22 g




