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Introduction

Good Morning!  I am not an economist and feel that I may be here under false pretenses!  My background is in Information and Communication Technologies (ICT) and I have been devoting a significant part of my research for the past 5 years trying to understand the role of ICT in Developing Economies.  In this talk, I would like to share with you some new economic opportunities enabled by emerging advances in ICT and wireless technologies.

There have been many proposals for eradicating poverty in rural India.  With over 800 million people living in rural India, this task appears to be daunting.  Gandhiji realized that the road to prosperity of the country has to go thru rural India. “When I succeed in ridding the villages of their poverty, I have won Swaraj” said Gandhiji.  To this end, he proposed creating gainful rural employment that would lead to self sufficiency of food, clothing and shelter.  In this talk, we propose that Gandhiji’s vision of the 20th  century continues to be relevant in the 21st century.  However we need to explore and adopt new strategies for realizing his vision.  Today, Information and Communication Technologies (ICT) and wireless technologies make it possible to provide instantaneous access to knowledge and information that was not possible 60 years ago.  And the cost of information connectivity is less than 1% of the cost building a road to a village!  In this talk, We propose a model of public-private partnership for creating quality jobs and wealth in villages.

End of Poverty?

In his landmark book called End of Poverty, the renowned developmental economist Jeffery Sachs reiterates the Millennium Development Goals of the UN to eradicate poverty, provide universal primary education, empower women and reduce child mortality. He recommends remedies such as strengthening the UN, harnessing global science and promoting sustainable development.  His primary goal in writing the book is to shame the rich countries into providing a fair share of the developmental aid and forgive the loan burden, both admirable goals.  Unfortunately, the rich countries have not paid any attention so far! Sigh!
If you are desperate farmer in India about to commit suicide because you are unable to feed your family, Sachs’ remedies will be too little too late.  I believe we in India must create our own solutions for rural wealth creation and not depend on charity.  I submit, we only need one millennium goal namely JOBS that provide a living wage.  We should follow Gandhiji’s advice and create rural employment with a living wage for at least 10% of the rural population.  Creating high-quality jobs will enable the poor to achieve all the other millennium goals!  I also submit that the National Rural Employment Guarantee Act of providing employment for 100 days at 100 rupees per day is well intentioned but misplaced.  Charity is neither scalable nor sustainable.  What is needed is not charity but rather a public-private partnership for creating well paying jobs round the year based on a sustainable business model.  In this talk, we will present one such model based on micro-equity combined with franchising.
Microfinance vs. Microequity 
One of the successful models of rural employment was created 30 years ago by Muhammad Yunus, who recently received the Nobel Prize for his contributions.  The Microfinance model created and refined by him has been widely adopted in developing countries including India.
The primary innovation of Grameen Bank was to provide loans to people who would be considered unbankable by conventional norms of traditional banks.

“Sometimes called “banking for the poor,” microfinance is an amazingly simple approach that has been proven to empower very poor people around the world to pull themselves out of poverty. Relying on their traditional skills and entrepreneurial instincts, very poor people, mostly women, use small loans (usually less than US$200), other financial services, and support from local organizations called microfinance institutions (MFIs) to start, establish, sustain, or expand very small, self-supporting businesses. A key to microfinance is the recycling of loan dollars. As each loan is repaid—usually within six months to a year—the money is recycled as another loan, thus multiplying the value of each dollar in defeating global poverty, and changing lives and communities.” Grameen Bank website
However, Grameen bank is a bank like other banks whose primary role is lend money and collect interest.  Wealth creation and profitability of the enterprise is not a primary objective.  There are two limitations to this approach.  First, it assumes that people in villages know how to run a business, albeit a small one.  A few people in a village may be good at running a business but most are not and therefore fail, as illustrated by the failure of cooperative bank movement in India.  Second, many modern options for rural businesses, such as aquaculture, require access to modern technology and training.
In this paper we propose establishing a micro-equity model.  Micro-equity is to micro-finance, what Venture Capital is to Banks.  Unlike banks which have been around for over 3000 years, the venture capital model is only about 60 years old.  A VC receives equity in the venture in return for his investment, the return on which is entirely dependent the success of the venture, where as a bank providing a loan gets paid first whether there is any profit or not.  By becoming a stakeholder in the venture rather than a lender, the micro-equity provider is in a more tightly coupled relationship, providing knowledge and guidance necessary for ensuring success of the venture.  We suggest here that access to knowledge (knowledge of an agribusiness such as floriculture, knowledge about managing a small rural business and knowledge about marketing) is essential for success.  Information and Communication Technologies, especially the emergence of high speed wifi and wimax wireless technologies offer the disruptive transformational options to overcome the barriers to rural entrepreneurship that have defied solution in the past.

Technology to the rescue

Fiber to the village and wireless for the last kilometer offer a hybrid low cost communications solution that is essential for providing the high bandwidth low cost  communications link between the village entrepreneur and the teachers, mentors, managers, marketers and logistics experts. One time capital cost per capita, for creating this infrastructure, is expected to be under $10 and even lower with widespread use.  The wireless bandwidth after usual losses is around 5 to 10 megabits today and promises to increase by an order of magnitude within 5 years as we better understand how to manage the spectrum and increase the power levels without interference.

The emergence of low cost high bandwidth wireless enables the education of a small group of employee-owners (usually 7th grade dropouts) of an agribusiness franchise.  This permits them to interact with mentors at the headquarters about management and marketing issues using many to many video conferencing, use learning-by-example and learning-by-doing methods to get the equivalent of BSc level knowledge for the specific task, provide access to remote mentors for answering questions and logistics help, and use of remote digital photography for diagnosis and treatment of plant diseases.

ICT is not a cure to all the problems.  However, the poor, the sick and the illiterate of the world have more to gain in relative terms than the billion people who already enjoy the benefits of this technology.  ICT can be a powerful tool to facilitate and enable affordable solutions to economic development such as providing access to markets and jobs, individual development such as providing access to education, entertainment and healthcare, and social development by facilitating free flow of information.
In order to make this technology truly available, accessible, and affordable, we have to overcome many of the problems of Digital Divide such as access to computers with broadband connectivity by users who can not read or write English.  When you can’t use email, you have use voice mail or video mail and, if you cannot read user manuals, they have to be replaced by video manuals and tutorials.  This in turn leads an interesting conundrum that an illiterate farmer needs 100 time computing power than a PhD at 100th of the cost.

For technology transfer to be successful, the recipient must have the capacity to absorb and internalize the technology.  Achieving universal utilization of ICT will imply having a society that has the knowledge and skills to learn to use it.  In order to permits access to tools and applications needed for creating rural employment, we have to provide instant access to knowledge and knowhow through digital libraries of lectures, example case studies and books in the local language.
The inaugural address yesterday by Prof K.C. Reddy, the President of Indian Economic Association proposes an interesting challenge in capacity building of creating 4000 universities to bring India to the international norms in higher education.  He did not discuss the issues of “when” we will get to this goal and “what” these universities will teach.  We cannot wait another 20 years to reach these objectives.  We should explore out-of-the-box solutions such as public-private partnership with Indian Industry to quickly establish these institutions and revamp the curriculum so that it is more directly responsive to the needs of society and industry.  Industry participation would also ensure immediate employment of the graduates.
Public-Private Partnership based Franchising Micro-equity Model.
The Grand Challenge for India is how to create a scalable and sustainable solution for rural employment without depending on charity.  How do we well paying jobs in villages without requiring the workers to move to factory towns?  Again Gandhiji comes to our aid. He said: “The poor of the world cannot be helped by mass production, but only by production by the masses." Thus, we need a business plan for creating means of production in villages for 100 million rural Indians with no more than 7th grade education and who can get, say, Rs5000 per month after initial training in the specific enterprise of choice.  This means creating a business plan for the necessary financial and managerial inputs. We estimate that an investment of Rs. 1 lakh per job is required for creating new high paying rural jobs.  This implies an investment of 100,000 crores per year for a 10 year period after which these enterprises can be assumed to be self-sustaining and generating profits for the government which can be reinvested.  By the way, Rs100,000 crores is less than the current central outlay in Rural development!
In 21st century terms, Gandhiji’s challenge of production by the masses means creating distributed decentralized production using ICT for logistics and supply chain management made famous by Walmart-like companies.  Management personnel do not have to be collocated with production personnel.  What is essential is instantaneous means of communication between the mentor/managers and rural workers by voice, video and data.
What will the rural workers do? This is where we have to apply the principles of economics.  The term “comparative advantage” has to be viewed in the global context.  What can an enterprise produce that is in global or local demand?  Can this production be distributed and decentralized and produced by masses in a rural community? Can the output be transported in a timely manner? 
There are many products that offer the promise of high paying jobs in rural communities including floriculture, aquaculture, vegetables and fruit, clothing, construction material, biomass, water harvesting, drip irrigation, generic drugs, mosquito repellents, vitamins and food packets.

There are also many services that offer the promise of high paying jobs for trained rural work force such as construction workers (plumbers, electricians, masons etc.), data entry, driver training, maid/cook training, drip irrigation, medical, educational and janitorial services.
Such lists have been created before in India almost every decade since independence.  What is new now is proposal for the effective use of ICT for creation, training, daily mentoring, management and marketing of the output of rural workers using public-private partnerships.

The Necessary Conditions

There are several necessary conditions for creating rural jobs.  About 40% of all rural youth do not continue beyond 7th grade, especially girl children, primarily because of lack of convenient access to high school education.  We must rethink the nature of education for these 7th grade terminal students.  They are not of low IQ – they just did not have the opportunity.  They can be given “new” vocational training which involves on the job training after they have been employed by a franchise.  Besides the knowledge of relevant agriculture, they would also be given marketing, accounting and HR training.  This would be an integral part of their job (say, 8 hours of work and 4 hours schooling, 6 days a week).  The training would be synchronized with the work they are doing during the day.  All content would be online with distance mentoring from headquarters of the franchise operations.

What kind of skills must the workers have?  Can “just-in-time” learning and “learning-by-doing” principles of Cognitive Science be employed to provide the skills to 7th grade graduates?  As we mentioned earlier 7th grade graduates are undereducated but not stupid.  Many of them will rise up to the challenge of mastering the knowledge and skills needed to running a franchise in less than 3 years using online content with the support of personal (albeit remote) mentors and get the equivalent of 8th grade BSc and MBA including soft skills of communication, negotiation and entrepreneurship.  Unlike other conventional education, this training is part of a job and we expect motivation levels to be high to successfully complete the required training for permanent employment.

The Business Model

A franchise based solution including access to knowledge, finance, management and marketing provides one option for creating high paying jobs (Rs. 5000+) at the village level.  The hope is that the public and private sectors will join hands to take up the challenge of creating social enterprises that can spawn thousands of village level enterprises (franchises) in areas such as floriculture, aquaculture, sericulture, etc using a management structure similar to the McDonald’s model.

It is assumed that the Government and/or public institutions like banks would fund the training and capital costs, private sector would provide management and marketing personnel, and rural employee-owners will form the production team.  The worker training would be based on just-in-time, learning-by-doing paradigm using ICT and wireless to provide them with latest knowledge and knowhow.
There are several costs associated with creating franchising enterprises: the cost of creating a top class management team, the cost of (land, buildings, and communications) infrastructure, the salaries of rural worker/owners of the franchise, the cost of hiring and training the employees, and the cost of creating reusable online content and training material.

The stakeholders in this public-private partnership, besides the employee-owners of the franchise would be Government for providing the infrastructure and access to knowledge, venture funds for financing, and a large industrial house like ITC (or a small band of manager/entrepreneurs) for providing outsourced finance, management, and marketing services. 

Based on the costs incurred, each stakeholder would share in the profits from the enterprise.  Typically, we assume 60% ownership by rural production team, 20% ownership by government and banks in return for risk capital, land and communications infrastructure, and 20% ownership by private sector for providing Management and Marketing support.  The stakeholders will benefit only if the venture is successful.  
Conclusion

Chinese philosopher Lao Tzu once said “give fish to man you will feed him for a day, teach man to fish you will feed him for life”.  With over 50% of the children born in rural areas not going beyond 7th grade, there are a large number of unemployed and unemployable youth in villages who do not have the knowledge and knowhow to create and run a business.  We suggest that major fortunes will be made in the next 20 years by those who harness the potential of the rural youth by creating more quality jobs and wealth in villages.  

Some of the proposals for ending poverty such as eliminating illiteracy are necessary but not sufficient conditions for creating incomes and jobs.  Innovations such as microfinance improve the odds but again are necessary but not sufficient.  We propose enterprise models based on franchising rural businesses along the lines of McDonalds.  We suggest here creating total system solutions similar to McDonald’s franchise. It would provide access to knowledge of an agribusiness such as floriculture, knowledge about managing a small rural business and knowledge about marketing.  Such an innovation in rural sector will make rice bowls out of dust bowls in villages.  Information and Communication Technologies, especially the emergence of high speed wifi and wimax wireless technologies offer the disruptive transformational options to overcome the barriers to rural entrepreneurship that have defied solution in the past.

In conclusion, let me submit that the only economic indicator India needs is the Per-Capita-Rural-Income (PCRI).  Lets have as a national goal the task of increasing, by 2020, the PCRI by 10-fold from the current Rs10,000 per year to Rs 100,000 adjusted for inflation.  The only way we will get there is by creating rural jobs and rural opportunities in a scalable and sustainable manner.

Thank you.
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