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CALL OF THE
COUNTRYSIDE

The Tatas, the Birlas, the Mahindras, the Mittals, ITC—corporate
houses, big and small, are rushing to enter and expand rural
businesses. This is set to change what we eat and what farmers grow.

u By Rohit Saran

shoe  company  sent  Iwo
salesmen o Africa. They found

most people in  the Dark
Continent  walking  bareloot

The first salesman reported Lo

the company: “Stop all shipments, no
one wears shoes here” The second
salesman wrote back: “Double the
shipment, nobaody wears shoes here,”
Corporate India is now waking up

o this marketing folklore. For most of

thir past 50 vears, companies looked at
rural India from the point of view of the
first salesman. Bul now they realise
that the potential for business is closer
o what the second salesman found
once upon i tme in Africa. Besuoli:
eviry corporate house worth its name
is entering, expanding or rethinking
rural business. Savs Adi Godrej, chair-
man, Godreej Group: “Rural India is not
slecping any longer, We wiere,”

Ask ITC Chadrman Yogi Deveshwar,
who, through his e-choupal initiative, is
betting on rural Indin like nobody else
does, “Il India has w grow (ast, 60 per
eent ol the country’s private consump-
tion that comes from villages has (o
grow last. E-choupal is an attempt 1o
achiove that,” he savs (see "1 Boldly
G .. 00 I that sounds ambitious, hear

out sunil Mital, chairman of Bharti
Enterprises, who has jumped onto the
rural bandwagon with FieldFresh
Foods, a S50 million venture with de
Rothschilds of Europe. “India has
emerged as the global hab ol i out-
sourcing. We can replicate the
SAme momentum in agriculture
and  wansform the country
into o global food baskel.”

says Mittad (see “The New =

Deals for Rural India™) / -

S0 what has made
farming suddenly soirre-
sistible to India Ine.? Inits
sheer size, India's 6HO0-
million-strong village
community s a market any
private company would die
to get into. But barriers o
this market have  been
daunting. Forty-two per cent
ol India’s villages have popu-
lation of less than S00—~too
small for & company io ven-
ture into; The average
size of an Indian farm
is 1.5 hectares com-
priaried with a0
hectares in the US
Small farms  generate

LURE OF RURALINDIA

The Tradition Draw

» Largest arable land in the warld.
= Large domestic consumption base.

m Attractive emerging export markets.
a Diverse climatic zones allow growing
of a variety of crops through the year,

The Recent Triggers

s Steep rise in rural incomes in the 1950s
n Growing demand for processed food

s Compulsion to go beyond urban markets
» Government doubling it rural spending.
n New tax incentives for food exports.

THE PIED PIPER:
Deveshwar leads a
network of firms to
rural India




small incomes. So an average Indian
farmer is not the consumer companics
wiould drool over. Compounding the
problem is the vast geographic disper-
sion and disparity. India has 6.4 lakh
villages, most with abysmal physical
infrastrocture (poswer, roads, elecom),
creaking social infrastructure (health,
education) and underdeveloped insti-
tutions (banking, marketing),
Yet with the beginning of the
1EM)s, the fortunes of rural India
have changed decisively. For the
first time in more than 100
VOIS, IMonsonns wire normal in
11 out of 13 years, In a country
where 60 per cent of the larm-
ing is rain-=fed, that means a lol
Ihe
price the goviernment pays o

lor farmers’ prosperity

buy grains rom Farmers rose
maore than 100 per cent in the
1990s-—the  highest in all
decadis, By tripling ils spend-
ing on rural developmen
between the Sth and the 10th
Five-Year Plans—{rom around
Rs 30000 crore 1o ahouw
Rs 900040 crore—the govern-
ment opened the Doodgates 1o
rural India. Though oanly a
small fraction of public money
reaches the beneficiary, as
long as that raction is con
stant, the absolute Dow of
lunds to rural areas would
have teipled fn the 205, That will
aceelerate [urther with the e
Government promising o double
rural credit in three years
Increased rural prosperity is
showing up in income and con-
sumption estimates  show
that rural India’s share in total
consumption of PG (eg, tooth-
paste, eream, food products) and
consumer  durables -
urban Indin's share
According o scae, the percent
age ol very poor fumilies in
rural India (annual  income
s 16,000 or less) will full [rom
61.4 in 1994-5 to just 20.2 in

Fleal

has
ceeded

2000-7 . S0 whihe rural India isn't s land
ol milk and honey yet, things aren’t as
bad as the (reguent news reports of
farmers” suicide and protests sugeest
e pull for agri-business is coming
[rom oulside the firm sector too, The
[ habits of Indians, especially urban
Indians, are changing [aster than farm-
ors can change farming (see “An fndian
Divt Recolution "), A greater corporale
participation in agricullure will ensure
a better alignment of frming patterns

RURAL AWAKENING

Instances of companivs entering
or expanding into raral business:

ITC: e-choupal reaches 3.1 million
farmers. Adding 30 new villages a day.

TATA: Tata Kisan Sansar spread over
14,000 villages in three states.

GODRE): Acquired and merged HLL's
agribusiness; entering rural retail,

MAHINDRA: Sells farm inputs and
equipment through Shubhlabh. Present
in corporate farming, rural financing.

BHARTI: Entering food processing
and exports of fruits and vegetables.

PEPSI: Revolutionised horticulture in
Punjab; entering citrus cultivation and
seafood farming.

SHRIRAM: setting up a chain of

rural malls—10 already operational.

RELIANCE: Entered cropping and

sale of medicinal and herbal plants.

with food consumption pattern. For
the
MeDonald's in Indin are imported bae-
cause the Kind of potato used in the
[ries isn't grown in India. Dito for most

instance, French  [ries sold by

packaged Iruit juices which are all im-
ported Mrom abromwd. These are small
pointers to the huge opportunities com-

panies see in the Tood business. Less
than 1 per cent of the farm produce is
processed (it is about 50 per cont in the
Uis) while 25 per cent of fruits and veg-
etiables grown in India (worth Hs 2,500
Ihe scope [or
agribusiness—{rom cultivation o pro-
cessing 1o retail—is immoense

crore) rol in furms

For brave hearts there is lots o
cash inon the traditional strengths o
Indinn Indin: has the
largest area under coltivation in the
wiorld, covering all the 14 agro-climatic
zones, This means almost every kind ol
fruit, vegetable and foodgrain can be
grown in the country. Though produoe-
tvity s very low so is the cost ol
cultivation, making Indian farm prio-
duce globally competitive, Prool: wher-
ever corporate [arming has  been

agriculture

experimented with in small measures,
lfarm productivity has zoomed.

True, handicaps—legal, policy and
poveriv-induced—are many. In most
states, it is illegal for companies 1o buy
crap from farmers. Contract farming
isn' legal too and processod food s still
taxed  heavilve But  the  bigeest
hindranee is the farmer’s inability oin-
viest in his productivity improvement
I'his is where private investment will
make a big dilTerence. By investing in
the farmers’ ability (o grow more and
grow better, companies will not only
ol better product for their agri-busi-
nizss but they will also help farmers gel
prosperons. This in the long run, will
credate a rising army of consumers for
all products. “An enlightened self-in-
terest is the Key driver behind corpo-
rate India’s rural rush,” savs Pradecp
Rashyap, head of rural business and
marketing consultancy MART. He is
convineed  that  corporate  India’s
current rural push is the biggest ever.
“1see big investmenis and a bigger shif
in  mindsets,”  he lhe  Uea
Government’s pro-rural rhetoric has
hedped too by giving companies already
lured to agribusiness a psychological
push. For instance, the Mittals’ plunge
into [ood exports was wrigeered by the
incentives announced in this yvear's
export=-import policy

5. Sivakumar, the brain behind
s e-choupal initintive, leels that it is
anly in developing countries like India
that complementarity between social
good and corporate good exists so
perfectly, “You can really have your
cake and eal it ton,” he says.

What follows are the select profiles
of companies that have marched into

SAVS

rural Indin, some with giant strides,
somi with baby steps—but all riding on
thes hopes of & new rural revolution. |
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10 BOLDLY
GO WHERE...:

ITC’s e-choupal initiative is changing the lives of farmers on a scale
no other venture has ever done. The company is entering more than
30 new villages a day, every single day of the week, 365 days a year.

= By Rohit Saran
ake a remote village, Go o the
smallest former there, Educate
him in the best larming tech-
niques, Inform him of daily
witither conditions and price
movernents in the market. Make avadl-
able to him at his doorsteps the hest
and fertilis-
ors al the most competitive prices. And
when his crop is ready, help him find
the best buver. Sounds  tedious?
Imagine doing all of this in 20,000 vil-
lages aeross six staties soason aller sen-

possible secds, pesticides

son, vear alter vear. Doing it at no coslt
to the farmer and vet making money for
voursell Impossiblie, would be the most
abvious verdict to such a proposal

But that
Chander  Deveshwar,
Hs 12,00} crore ITC, said when
S, Sivakumar, chiel executive of its
agri-business, approwched him with an
equally  ambitious  idea  in 2000,
Knowing that he was asking for the
moon, Sivakumar initinlly requested
Hs 50 lakh to test the idea among soya
farmers in Madhyva Pradesh. Devesh-
war granted him Bs 10 crore. The rest,
as they say, is history, ITCs e-choupal
nitwork has already reached 3.1 mil-
lion farmers, and is expanding into 30
new villages a day—making it corpo-
rate India’s most ambitious rural ind-
thativie Partnering ITC in the
network are 37 companies, seos and
state governments, together creating a

was not what Yogesh

Wit

new eeosystem for villages and estab-
lishing a direct link between what con-
sumers el and what farmers grow

INTHA TODAY & DECEMEER

chudrman ol

I you ask Deveshwar, the show has
anly just begun (see interview), but the
injvative has already been termed
path-breaking by The New York Times,
The Feonomist, the Harvard Business
school and the United Nations.

What exactly is the e-choupal and
why is it revolutionary?

THE POWER OF ‘e’

e e-choupal redefines choupal,
the Hindi word for village square
where elders meet to discuss matters of
importance. The all-important letter in
L word is *e”. It stands for a computer
with an Internetl connection for farm-
ers o gather around and interact not
just among thomselves but with people
anywhere in the country and even
beyond. 1t begins with ITC installing a
computer with solar-charged batteries
for power and a vsar Internet connec-
tion in selected villages, The com-
puter’s functioning is freed from the
notorious power and telecom facilities
at the villpge level, Adocal Furmer callod
sanchalak (conductor) operates the
computer on behall of ITC, but
exclusively for  farmers. I
e-choupal offers farmers and the vil-
lage community (ive distinet services:
Information: Daily weather forecast,
price of various crops, e-mails to farm-
ers and ITC officials, news—all this in
this local lnnguage and free of cost,
Knowledge: Farming methods specific
to each crop and region, soil 1esting,
expert advice—mostly sourced from
agriculture universitics—all lor Mrie.
Purchase: Farmers can buy seeds,
fertilisers, pesticides and & host of other

e ’,;'
LYY

products and services ranging from
eyeles and tractors to insurance poli-
cies, Over 35 companies have become
partners in the e-choupal o sell their
products through the network.
Sales: Farmers can sell their crops to
the ITC centres or the local market,
alter checking the prices on the Net.
Development work: ~xoos working for
cattle breed improvement and water
harvesting, and women  sell-help
groups  are  also reaching  villages
through e-choupal. In sliales
farmers can even access their land
records online, sitting in their village,
Aceess o health and education services
through e-choupal begins next month.
“E-choupal is like a grand orchestra
that brings together everybody who has
astake in rural India under one roof so

SOme



thit each one’s effort is maximised and
harmonised,” savs Sivakumar, In many
villages e-choupals have become the
axis around which the local community
rivolvies. Be it for accessing newspa-
pers onling in the mornings (many vil-
lagers  have  discontinued  their
newspaper subscriptions) or checking
the: supply of products they ordered on
the Net, or wateching movies on farming
techniques in the evenings, farmers fre-
gquent e-choupal at all times of the day.
Each e-choupal covers between five
and six villages.

The sanchalak—ealled a pratinidhi
in some states—is the mosi eritical link
in the e-choupal network. By choosing
afarmer instead of parachuting an out-
sider to run e-choupals, the message
I'TC sends 1o the local community is

/

- -

£ ik

clear—the e-choupal Is by the farmer
and for the larmer even though it is
fully paid for and maintained by ITC. In

just 2-3 vears, sanchalaks have becomae

the agents of change. They are the
farmers’ pointmen for information,
sales and purchase, “My status in the
nedrby villages has gone up.” says
Akhilesh Singh, a sanchalak in Karai
Purva village of Hardol district, Uttar
Praodesh. “Farmers consult me on all
eritical decisions and 1 am the reposi-
tory of their transactions through o-
choupal.” That is the intangible henefit

There are tangible gains oo, For
every quintial of the produce sold o 1T
from an e-choupal, the sanchalak gets
Rs 5. In 2003-4, 1'TC distributed about
Hs 3 crore Lo
mission. He also gets a commission on

sanchalaks as com-

VILLAGE ONLINE:
Farmers gather
at an e-choupal in
Andhra Pradesh

fi
4 |TC’S BOLD RURAL BET

4

- It's achievement

W 5,050 choupals, 29,500
villages, 3.1 million farmers,
B using e-choupal to source a
range of farm produce (food-
grains, oilseeds, coffee,
shrimps),

B Marketing a variety of goods
and services though e-choupal
{agri-inputs, consumer goods,
insurance, market research).
B Transactions: H_ﬂﬂ m (2003)

It's ambition

B To reach 1,00,000 villages,
10 millon farmers by 2010.

~ras

b
'
L]
&

4

¥

every product or service Farmers buoy
though e-choupal. This has turned san

chalaks into entreprensurs. It is in his
interest 1o maximise e-choupal trans-
nctions, which benefits I'TC. But sinee
he is from the village, he also has o
eurn the trust of villagers and is an-
swerable for deals made through him

Sanchalaks are reguired o ke a
public oath of serving their community
without diserimination and sign 2
social contract o spend a parct of the
income they earn Irom e-choupal on
community welfare. Thiy have become
so soueht alter that recommendations
for thelr appointments are coming o

ITC from  local  politicians and
state ministers
lo manage the hub of 50-odd

e-choupals, ITC appoints 8 sanyojak
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Fomarm t irm to fork

E-CHOUPAL

-

Sales Farmers can sell their crop N
to ITC or at the local mandi after

checking the dally rates online.

Solar-powered
computer with
VSAT for Internet.
Crop-specific web-
sites available in

i el .

Development Water harvesting,

{eoordinator! who is either a former
mandi trader or a local dealer of 1T
products; He is the link
I'TC and the sanchalaks and also earns

betwiesen

a commission on e-choupal deals

By building this unigue human
organsation inwhich larmers, traders,
companies, government agencies and
weos compete and collaborate with
esuch other, the ITC is—by design or by
default—ereating a new institution that
Is not a COompxny, nist o Hlll_:!l'l'.'ﬁ;'-l'
virnlure, not & government 1]11:.‘;:1|1|--||:
bul has some merits of all. It is this
institutional  innovation,
what Deveshwar calls “a conspiracy of
evirnis”, that puts 1TC ahead of other
companies entering rural India

EMPOWERING THE SMALLEST

Indian farmers typically buy at retail
prices and sell their produce at whaole

created by

sitli ill'ii'l‘-\.. Irr-\in:_: out an both ends of
the deald. By virtoally ageregating them
e-choupal brings the power of scale (o
the smallest of farmers. 1TC ensures

that there are at least two suppliers of

sale and phr
through e-cho

all pri sluiets sold thr '”"—'.I' this is=¢ houapal
Farmers can pool thelr demand, com
pares prices and place orders on this Nt
Bargain and choios—two key virtues of
competition—are delivered to the farm
ers right on their doorstep
When it s tme to sell the ;l:'-||||;- i,
e-choupal helps the farmers by break
ing the monopoly of local markets that
I most

are controlled by teade cartels

mandis, farmers are cheated st soveral

stages—arbitrar pricing under
witighing, delaved pavments, In Uttar
Pradiesh, farmoers lose between 10 and
SO per cent of thedr income osuch mal
praciices, ITC is setting Ly TS o puar
chase centres in the six states covered
by e-choupals, The farmers’ response
has been overw hehrming, In 2001 -2, the
company  purchased G000 metric
tonnes of crop through
2003-4  the
210,000 tonnes and in four months of
2004-5, |

il kil N
180000 tomnes of farm prodoce

e=choupal. By
purchase  increased o

thee  compam

For Farmers it is a win-win situa

ton. Sitting m thelr villagge, they can

online land records, health and
education services on the anvil.

local languages.

A\

check the prevailing purchase price al
the mandi and the FIC contre throush
e=choupal and sell wherever they wish
o, ITCs entry into crop purchase in
variably means a rise in mandi rates

ton, benefiting even those farmers whio

HOW E-CHOUPAL SAVES COSTS

Sova bean Tra Hng Mandi  echougal
Cost Ty freight 120 120

incurred  Labour 50 il

by Mikillemesn 150 il
farmer g loss 50 il
(Rw/tonm] Total 370 120

E:|'l|“|'||':".\|l'|n l'm 5’“
Gunny bags 5 15
120 il
Swrageand handie; 40 40
Dishorsementcost Nl 50
Total 335 215
[ JTotaiChain _ JB{IH 335 |

By shifting to e-choupal, farmers save 68% of the
costs, and the processing company aboit 367

Cost

i";:;l'&ﬂ F,rra.r;J; m;!.nn'

processor
(s tonne)



COLLABORATORS

B Over 35 companies
partner ITC to sell
seeds, pesticides,

The e-choupal is making a new ecosystem
in rural India with cheap, efficient,
two-way channels between villages,
companies, NGOs and the government

FARMER FEEDBACK

.

{Coordinator]

Coordinates a hub
of e-choupals and
earns commission
on transactions.
Monitors quality
and payments.

fertilisers and farm
equipment.

B A host of consumer-
product manu-
facturers, finance and
insurance companies
use e-choupal to sell
their goods.

B NGOs working for
cattle breed
improvement and
social development
join the e-choupal.

B Agriculture
universities and
government agencies
like the Meteoro-
logical Department
provide ITC with the
latest information.

ITC sets up and runs e-choupals at the cost of Rs 3 lakh each. It
purchases foodgrains, pulses and oilseeds, some of which are
used in its brand of food products. The e-choupals currently cover
" UP, MP, Rajasthan, Maharashtra, Karnataka and Andhra Pradesh,

can't sell o 1T
rates aren’t higher than the mandi
rales, rrmers are deawn o [ TC contres

In places where 1TV

because the company uses electronis
weighing, better gquality testing and
ensures spol payment, "Farmers in my
area have stopped golng o mandis,”
savs Virendra Pratap Singh, sanchalak
of Malau e-choupal, off the Kanpur
Lucknow highway in Uttar Pradesh

e formers can’t stop counting the
benefits. Uma Kant Shukla has been
growing corn for years. But his five-acre
liediel inn Ml had never produced miore
than six quintals of crop per acre. Last
yirar Shukla reaped up o 12 guintals of
corn per acris. Reason: for the st time
in his 20 vears of larming, he used high-
vielding, branded seeds bought through
e=choupal. Akhilesh ol Karad Purva had
a bigwer windfall in 2004, His wheat
crop nearly doubled and the income
fromm sale almost tripled. "1 was o resuli
of better secds, better herbivides and
better sales prices—all achieved in a
sinmgle vear,” says Akhilesh

About 1,000 km away in the village

of Tallareva in Kakinada, Andhra
Pradesh, G.V. Ramana, a 30-year-old
shrimp farmer logs on o the Internet
I |'|1"|.!\. ||||' Fll'ii'l"H lrr -|||I'i|I||I ill: lllll-'
local market. That helps Ramana
decide which is thie best time o sell
Rajesh, a sova bean farmer in Badi
Mungawali village near Bhopal in
Madhya Pradesh, goes a step further.

He also checks the price movemenis of
soyva bean on the Chicagoe Board of

[rade from his village and in his local
language. That gives him and other
cultivators an idea of the future prices
of sova bean in the local markel
Helped by e-choupal, Shukla, Akhilesh,
Ramana and Rajesh are transitting
froom the world of low-knowledze, low-
productivity, low-income farming to
one ol information-based, high-pro-
ductivity, high-income agriculiure

FROM IMPERIAL TOBACCO
TO INTERIOR KING

I'TC is setting up six e-choupals a
day at the cost of about Hs 3 lakh per
installation (Hs 2 lakh for hardware

>>KHUSHI RAM
Karai Purva, UTTAR PRADESH

Till 2003, he had no say in deter-
mining the price of his wheat at
the local market. This year, Ram
sold his crop through e-choupal.

“While | got Rs 100 more per quintal
by selling through e-choupal, | also
saved Rs 30 which | used to cough
up as various charges at the mandi.”

R —

>>UMA KANT SHUKLA
Malau, UTTAR PRADESH

Never used branded seeds as they
were fake and costly. Assured of
quality seeds, he bought them from
e-choupal, with delightful results,

“The corn productivity of my farm
this year almost doubled from
5-6 quintals per acre to
nearly 12 quintals an acre.”
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and Rs 1 lakh lor pre-installation
preparation). Sinee each  e-choupal
covers between live and six villages, the
company is entoring 30-36 new villages
a day. About Rs 125 crore has so far
been invested in e-choupal and the
company is committed 10 spending
Hs 1,004 crore on the initiative, 1t has
also begun i chain of giant rural malls,
with the first one already operational in
Sehore on Indore-Bhopal highway.

So why is the 76-year-old ITC (onee
called the lmperial Tobaceo Company
and evien now s one-third owned by
British tohaceo gant gar) betting so big
on rural India? Just eight vears ago the
company was under pressure o guit
agri-business and forced to sell s
edible ofl brand Sundrop. The answer
lay in a combination of colncidence,
compulsion and courage. Though ITC
still gets 80 per cent of iis sales and
ecarns 70 per cent of its profits from
tobaceo, that s set o change,
Beginning 2000 the company has be-
come ageressive on agri-business and
has launched and acguired over a
dozen products and brands,

The company’s fast-expanding food
division—with brands like Kitchens of

OTHER BENEFICIARIES
ey

4

Indin, Aashirvaad, Sunfeast, Candy-
man and Mint-o—is one of e-choupal’s
big customers. Sourcing inputs directly
from fnrmers (instead of agents) gives
it a competitive edge over its rivals in
guality and cost. E-choupal is also be-
ginning to dictate the company’s prod-
uct  portfolio.  For  instance, [TTC
launched the Aashirvaad brand atta
because it wanted (o enter Uttar
Pradesh o buy wheat. Aashirvaad has
become one of India's largest selling
atta brands and the company is able to
build a link right from farm o lork.
Similarly, the company owns Wills
Sport and other garment brands. It
plans (o enter colton procurcment
which will help it forge linkages be-
tween fibre and fshion.

Thereis almost an endless scope for
making money out of the e-choupal
network which is expanding at a blis-
tering speed. As o commercially viable
way o reach 600 million villagers,
it is emerging as a honey pot for com-
panics whose distribution networks
rurely reach small villages. As the
owner of this unique road into rural
India, ITC will charge a fee from every
user company. Already ITC gets a com-



mission from 37 companies that sell
their products through the e-choupal,
These products range from ractors o
soaps o hadr ofl. *We sell our products
through the e-choupal. Inthe long term
I think it will be a success,” sayvs Adi
Godrej, chairman, the Godrej Group.
By 2010 the twrnover of the e-choupals
is likely w log as much as the current
turnover of 00s wbaceo division: over
Hs 9000 erore

Not to be underestimated is the pos-
itive spin-ofl of doing business while si-
multaneously doing social good—so
critical for a company in the business of
tobaceo which is globally under fire as
a dirty business, [TC is now propound-
ing a concept ol “triple bottom line™:
measuring a company’s performanee
on the use of economic capital, envi-
ronment capital and social capital. But
even though it is way ahead of others in
thie speed and spread of its e-choupal,
the company needs towatch out lor the
big and the mighty of the corporate
world that are rolling out their rural
ventures, some of which have longer
experience in agri-business than ITC
has (see “New Deal for Rural India®).
E-choupal’s speed and spread have

" OTHER BENEFICIARIES

also created resentment among mandi
functionaries in Madhya Pradesh who
pereeive 1me's participation as interfer-
ence on their turf.

A NEW DEVELOPMENT MODEL

The true measure of the suceess of
inftiatives like e-choupal is not just how
much it benefits ITC, but how much it
can transform rural India. It has al-
ready proved that corporate and com-
munity interests can be aligned in a
way that both are served better. In
doing so, it is only proving correct the
aldest theory of economics—what the
father of economics Adam Smith called
the “invisible hand”. It states that the
self-interest of each agent, Fmonitored
and aligned well, automatically trans-
lates into o common good. There are
lessons for the father of Indian eco-
nomic  reforms  Prime  Minister
Manmohan Singh to pick up. His
Government had come to power riding
on rural India’s vearning for change
Among Manmohan's lirst big promises
wis giving a new deal to rural India.

That doesn’t mean asking Govern-
ment for more money. The beauty of e-
choupal is that it enriches villagers
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altis.a Tiigbalen o 7,
in‘a journey of a |
thousand miles=s=

-

tnee under pressure (o get out of the food and agri-businesses, TC
Chairman Yogesh Chander Deveshwar is today eqrming aceolades for initi-

ating a revolution in the food business

and farming practices. Despite hae-

ing already reached 3.1 milfion farmers through e-choupal, Deveshivar says
the show has only just begun. He spoke to o Tonay about the e-choupael
inithative and what it means (o the Bz 12,000 crore fTC. Excerpls:

On the origin of e-choupal: If India
has o grow fast, 60 per cent of the
country’s private consumption that
comes from villages has o grow fast
The problém is that plmost 55 per cent
of villages have populatons of less
than 5,000 and they are geographi-
cillly dispersed over a wide area. Maost
of India’s 6.40,000 villages are canght
in the vicious cycle of poor connectiv-
ity, low productivity, low income and
low consumption. E-choupal is an at-
tempt to break this. By creating a vir-
tual cooperative of (armers on the one
hand and a collsborative infrastruc-
ture of companies, 5608 and govern-
ment  institutions on  the  ather,
e-choupal attempis (o deliver o the
farmer the best quality information
and inpuis they require o raise orop
output. To the companies it provides
an officient and inexpensive infra-
struciure to reach farmers. Farmers
usi the same channel 1 sell their pro-
duce. Itis 4 low-cost, two-way fulfil-
ment channel to villages,

Omn what is in it For ITC: I people in
villages bogin to spend more it will
have a multiplier effect on industry,
services—the whole cconomy. 1TCs
role is of orchestrating the players in-
volved in the initintive. You don’t do |

these things only because you want o
make money. You do them because
You wani 1o use Your resources Lo
transform the lives of people. Moking
money becomes an essentinl require-
ment tomnke the offort sustainable. E-
choupal will prove that it is possible
sirviee hoth corporate interests and
comumunity interests at the same tme.
Besides, it is one sure way 1o bridge the
digital divide.

On the future of e-choupal: On an
average, we  are  opening  six
e-choupals a day and are ready to put
Rs 1,000 crore on this inftiative. Mind
you, it is not that ITC has become any
less profitable. In fuet, it has become o
highly profitable company in' recent
vears. E-choupals will become a major
souree of competitive advantage for us
because with it we will be present in
the entire value chain of our busi-
ness—right from the farmer to the
consumer. The possibilities of using
e-choupal for the benefit of farmers
and companies are immense. Before |
leave TTC | want o see 100,000
villages getting served. From  that
seale, nobody will be able t undo L It
is a daunting sk for a single com-
pany. We have taken one major step in
the journey of a thousand miles,

without anybody—Ileast of all the
Government—subsidising them. That
is because it delivers to farmers what
they want and are ready and willing to
pay. For instance, villagers of Malau
are demanding five times more
branded seeds this year than compa-
nies can supply, even though branded
seeds are 10 times costlier. The expla-
nation: lor years farmers were sold
counterfeit in the name of branded
seeds by the local trader. That made
them turn to cheaper, unbranded
seeds. Ditto for pesticides and fertilis-
ers. But now, with e-choupal guaran-
leeing the genuineness of the product,
farmers are willing o pay extra lor
branded seeds that raise their farm
privductvity by up o 100 per cent.
Lesson: farmers would prefer a paid
and eficient product or service to free
but inefficient product or service.,

Ihis puts a big gquestion mark over
the wisdom of doling out thousands of
crores of rupees as subsidies 1o
farmers. ITCs total investment in
e-choupal so far is Rs 125 crore. The
Government spends about Bs 50,000
crare every year on rural develop-
ment, much of which leaks out of the
porous delivery systems. Il e-choupal,
which too is a delivery system, is more
e¢Micient than the government's deliv-
ery systems it is because:

B The system is locally-run. The key
person in e-choupal is sanchalak—a
local villager. His prosperity in inter-
linked with that of the fellow farmers—
and of the companies like ITC.
| It encourages competition: Without
competition even the best-conceived
systems fail, like the public distribution
system. E-choupal has competition
from within (more than one company
supply products) and outside (mandis).
m Power of scale: The bigger the scale,
the more the transaction, less the cost
and more the number of beneficiaries
mSpecialisation: E-choupal allows gov-
ernment  institutions, wGos, private
companies and local middlemen to
offer their expertise to villagers and yet
be a part of the network.
| [t allows continuous improvement
based on experience and [eedback
from users of the network.
These simple thumb rules can trans-
form India’s notoriously poor public-
welfare system forever.
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