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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





















