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rural India

The massive outlays on the rural'employment scheme, health and e "’catlon present opportumtles of exceptional
magnitude for the IT industry, as do the large investments proposed in defence and railways, says Kiran Karnik

N ANY industry, annual growth of

% would be.considered ex

rore — it is truly Xéeptlonal What
makes the story even better is that about

bilhon in six years, and $10o $5(billion
(this year) in another six years—that has
raised high expectations, and created a

degree of pohcy complacency”. Mean- .

problems )
ortage of -
suitable talent, rapidly rising wages, and

high attrition or job-change rates; and
poor infrastructure) have persisted and
the external environment has become
adverse. This indudes the impact of the
subprime crisis.and the general economic
downtuin in the US and, to a lesser ex-
tent, globally; visa difficulties, and a gen-
eral hesitation to outsource or offshore.
This difficnlt situation may well be a
good. time. for some transformational
changes. Amongst the possibilities are:
new business models, induding a move
away from cost-based pricing; developing
products and IPR; developing new max-
kets; beyond the US and UK; movinginto
new areas of work and. new industries.
However, amongst the most excitingnew
opportunities is the one we are amidst:
right here inIndia. The strong growth of
the Indianreconomy; the opening up
deregulanon of many sectors — resufing
in intense competition — the boom in
telecommunications, and financiat serv-
ices, increasing: globalisation, g thése
havé opened up a huge poten#al market
for IT. The massive outlays #n the rural
employment scheme, aj A0 on health

and education too present opportunities
of exceptional magnitude for the IT in-
dustry, as do the large investments pro-
posed in defence and railways.

The government has an importantrole
in facilifating thlsxhange by accelerating
the growth of the domestic IT market. I

can do'a great deal through policies.and”

fiscal measures that spur the rapid expan-
sion of broadband, lower the price of IT

‘hardware and software, incentivise cor-

porate investment in IT, and create a com-
petitive environment in more sectors.
A vigorous thrust to the ambitious e-

.-governange programme andincreased -

government investment o TTR&D, espe-
cially for India-specific heeds, would also
help toboost growth. There will be substan-
tial national benefits from these steps. First,
greater use of IT would lead to mcreased ef-
ficiency, lower costs:and better servie for
the consumerand cifizen. Second, 5
ly through eé-governanice, there will be
greater transparency and accountability:it

will also facilitate citizens’ participation and; .
" boost demand for IT, leading to higher

lead to empowerment. Third, by using ITin’
the large scale poverty-alleviation pro-
grammes, there will be a reduction —if not
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elimination — of corruption and “leak-
ages”, and on-line monitoring will lead to
more efficient delivery. Fourth, it will create
aready market for developing, testingand
deploying new software products and serv-
jces, which could alsobe marketedglobally.
Finally, it will lead to further andlarge-scale
employment creation.

LEARLY, a positive intervention by

_i the government could help take the IT
industry to its next stage of growth. Thisis
a particularly opportune time on two
counts: the growing Indian economy is
now well-poised to draw the benefits of
embracing IT on an extensive scale; and

the Indian IT industry canbetter weather:

the global economic slowdown if the gov-

ties in the domestic market. ‘Already, a
combination of these and other factors is

=" making major IT companies (both Indian

and MNC) pay greater attention to the do-
mesticmarket. This huge pool of expertise
could develop solutions forIndia, and thus

overall productivity, more revenues for
the industry, and greater employment.

Amongst themost exciting prospects for

the Indian IT ind — indegd;for the-
country s the éxpansiori of theindustry
intoghe b e phase of moving

‘Yo Tier-IF(Chandigarh, Jaipur, Kochi)-ang:
even Tier-IN cities (Mangalore, Indore,
Bhubhaneshwar) is well-established; the *
industry is now sét to move into small
towns. In fact, there are some exdting ex-
amples of moving into rural areas. Many of
these were highlighted at a recent confer-
ence in Hyderabad on rural BPOs, organ-
ised by the Byrraju Foundation — which

s, itself, a pioneer in.setting up as also

catalysing rural BPOs. Byrraju’s unique
Gram IT initiative has established the via-
bility and success of outsourcing work to
the villagelevel. The conference highlight-
ed the surprisingly large number of rural
BPOs and the fact that, despite many diffi-

. culties, they were all doing well; An exam-

ple is Vintes, with 100 seats in three pilot
projects in rural Kerala, which isemulating-

. and adapting a model it developed for de-

centralised rural manufacturing.

These rural BPOsare emulating the orig-
inal “India model”, in which work is broken
up into small tasks, appropriate ones out-
sourced for execution in India; this is then

_sent back and reintegrated. Thevery same

approach is being followed for work being
doneina large facility in India: break it into
manageable pieces, ship appropriate ones
to the rural BPO, have it executed securely
and well, ship back and reintegrate.

This is throwing up new possibilities for
rural development. If such rural BPOs can
helptoretain evenasmall proportion of ed-
ucated youth in villages, it can transform
the face of rural India. Appropriate govern-
ment. policies can help kick-start such’ a.

_process. Tax incentives, similar fo exports;
ernment helps to create more opportuni-. .

rural employment zones, with the same fis-

2 cal sops as SEZs; schemes to train educated

rural youth; high-quality broadband con-
nectivity in rural areas: these are some of
the'essential steps. Government and indu-
stry, workingin tandem, can nowmake In-
dia amongst the largest IT markets and ce-
rtainly the most exciting and inclusive one.
(The author, a communications profession-

al, is former president Nasscom)




