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WHAT WILL IT TAKE

To Create A
Market Out Of

India’s Poor?

ARUN MAIRA

Y FORD, AS THE STUORY GOES,
created a market for auromobiles
among the poorer people of the Us.
He upturned the auso indusory by
pu}'inglitmhmnmdm dou-
ble whar workers were geming in
ather factories because, as e is supposed m have said,
he wanted his workers o be able to buy his cars.
However, the doubling of salary levels was not the
only revolutionary change he made. Other revolu-
tionary changes were in the rechnology he intro-
duced 1o the industry and the new concepe of a pro-
duction organasation. In facr, all theee changes had w
g0 hand-in-hand for his business model 1o work.
Ford introduced the concepe of mass produced,
interchangeable parts nto the producton of cars.
He was one of the pioneers of mass production.
Uzl the Model T, cars were produced in very small
batches, or even cussom-built, and there was no ass-
urance thar a part from one car would fit another,
Building on this technological innovation, Ford int-
roduced the concepe of the assemibly lme, which reg-
wired simple, repetitive operations and could be man-
ned by workers with very lietle mraining. With these
technical and organisational inswovations, Ford was able
1o produce a simple car ar a very bow cost and propel
the groweh of the automobile marketr. Some principles
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wan be drawn from dhos remarkable oy abour the cre- ey

anion of markets out of the poor, an idea thar CK.
Prahalad's recent book, Tie Fortine at the Bortan of
the Pyramid, has popularised again,

The first principle is: to create markets, an essen-
tial requirement is creation of incomes. This principle,
caprured in Ford's response to those who questioned
the high salaries he paid his workers, seems to be
shoved too far into the background in the examples
that are usually given to explain Prahalad’s concept.
Ol repeated examples, such as the shampoo sicher,
the simple TV, and other such low-priced products
focus too much on the prodict and price side of the
equation, rther than on ways to grow incomes of the
potential customers by engaging them in the pro-
duction process as Ford did. In the final analysis,
whar grows the market is the growth of more incomes
and in the hands of more people through their par-
rcipation, whether as employees or business parmers,
in the activity of the economic enterprise. However,
it is hard ro understand how any besinessman who
areernpres to grow the market for his produces merely
by hiring more employees at double the salary than his
competitors could remain in business! Therefore,
the other principle must also be understood and
simultancously applied.

The second principle is innovanon—in tachnology
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What it will take to create a market out of
India’s poor is innovation—innovation in
products, innovation in processes, and above
all, innovation in the concept of enterprise

as well m the organisational mode of the enrerprise,
wherehy the enterproe can produce and market pro-
ducrs thar are more affordable by CTIEEZING NGO
secking poorer people in the enterprise. In facr.
Amutl, by building 4 supply chain for milk with soall
camle owners in rural areas, has obeuned 2 ST e
nve ddvantige over it competitors who are using a
more convenional mdustral model of pn_,.;ll;p,_'ri:':n,
Another remnarkable. "_‘1'I|H:|::|'| rﬂ.'\_- well |'|.;;r|r_|'|,'|.:n‘ Indian
sory with innovation in both the model of the en-
[I-'t'['l'riﬂ-l.' as well as Pl'unllu.:! rq:._hnul._.!q'r_ s drar of
Kurotler poultry. In this story of marker develop-
ment, the poor are both the pro-
ducers and also consumers, Ie dl-
ustrates how growth in imcomes
and growth m comumption can go
hand in hand.

Keggfarms is one of the pio-
neers of modern poultry farming
m Indea, As the industry has grown
i scabe over several decades, Kepp-
brmes has progressed spseream oo
higher value products ro feed the
downscream poulry farmers and
retailers, to provide them wich
chicks, vaccines and ocher inpurs.,
With its rechnological capabilities,
Keggtarms has developed a new
breed of chicken that comhbines
the qualinies of rraditonal counry
chickens and induserial broilers.
Country chickens have dark plum-
age as camouflage for prowetion against predacors
birds. Also, country chickens, thar have o scurry
around and forage for their own feed, are leaner
and more muscular than the Ly, plump (and mossdy
whire-fearhered) broilers who are fed within their
coops in poulry Farms. The patenred Kuroiler breed
has more meat and lays bigger egpes than readitionsl
country chickens, while rerining its abiliny o fend for
and protect iself. Therefore, it can be grown outside
expensive industrial coops by women in villages.
With this rechnological innovation, Keggfarms con-
centrared on the development of 4 new model for the
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production and recailing of poultry, connecting vllage
producers with urban markers and also with new
mitrkers created within rural areas.

in the words of a director of Kegglarms, “India s
 country of the masses, India’s economy will susmain
and grow only if the focus is kept on produoction by
the masses rather than by mass producion.™ To iny-
olve the masses in the poulory industry, both the
sipply chain, beginning with supply of day-old chicks
to innermediare brooders who grow them for one
mwwth before passing on thwe binds m women in the vil-
lmges 10 grow them to manuricy, a5 well as the sales
chaim beginning with the women
m the villages who have birds and
cgps to sell (after retaining whar
they want for their family's con-
sumption), were redesigned o in-
clude many cooperanive cnterprse
of villagers, 3G0s and others. Ths,
by combining a rechnological inn-
ovation in the prodoct with an
innovation in the model of the
ENCTPNsEe, New sounces of moomes
have been created in rural areas,
and the overall poulry marker has
been expanded. It & worth noang
that the women who grow these
chickens in the villages are ar the
very bottom of the sconomic and
social pyramid. The adher peo-
ple in villages own carde. It 15 che
poorest, and quite often the lower
wastes thit, unable mo afford carde of dheir own, have
tu resort to less capital-intensive poultry farming.

Mass production, in the development of which
Henry Ford made a seminal contribution, requines
large facrories o which people must come 1o work,
and around which they muss find habitation. It draws
people from villages o towns and is one of the pri-
mary forces for urbanisation and it associred Gl
lenges of providing adeguate housing, unilites, and in-
frastructure under pressure-cooker conditions. Rec-
endy a-concerred thrust is building in India for reeal
development by enhancing agricalrure-related
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Managers must break out of the imitative
mode of learning and copying best practices
from elsewhere that are not solutions for
our economic challenges and opportunities

Wivithes, Prow Idrl'l_x...' LIRS amenities In mral areas
kA, and foilitaning dhe growth of small enter
prioes with microelending. Mahaoma Gandhi, who
ofren said thar Tnde Fnces i ies villages, wanned village
eoomomies o develop simulmneously with towns
i cities. Therefore, it i worth recalling a ques-
tion Maharma Gandhi had posed oo an mdustriakist.
He poinced oue oo the ichessralise thac the centrali-
sitrodi of production umdcr oste rool was AgoessIry
whett et waw the motve force tor driving machines
R, sy stedant conld nor be rranspored
owver lomg distances. However, he wondersd why
with the ise uf elecn e, wwhiich
can be rransported over hun
dredds of miles, production ag
pviey conbd not be dispersed. Ot
course, teansportilicy of en-
ergy wiis nol the only Ficror for
ageregating proslucton acnvin
within large Fcrwories. The other
resson wis the need o control
wirrkers, Charlie Chaplin high-
lighted this 1n his memorable
maovie Moglern Trores, inowhich
he poked fun ar Ford's concepr
of the assembly line and the
miassproduction sysoeim.

Meventheless, Gandhi mode a
good paint, Menral models of
hesw thinggs have to be done often
himger when they are no longer
appropriace. Hence, the earliest
cars looked like horse carriages
wath an mternal combustion en?
e i place of the horse. Ir was many years before du-
ruiicnle deagmers haored our thar 3 car need ot have
rhe fearures required for o horse carriage! Ie is likely
thar embedded mental models are preventing us
from conceiving a dispersed enterprise, even tho-
agh miormanon and communciion technologies
oo erable coordimanion o eake place across larpe dis-
LLC s, |:|1.1L:|1:||:[ it miv lonoer AECESSITY o hiave all
workers within one's sight as the boss in Chaplin’s
Modern Times factory had o,
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Therefore, the answer 1o the question, “What
will ir eake b0 creare 2 marker our of India’s poor?' s
i wikl FELIRE IAnOVatom—Innovanog m ptlu.lu-cb:. iFi=
narcanom in procesess, and above all, innovanon i the
concept of the enterprize. Managers must break our
of the imitanve mode of lesrming and copying best
pracmces o elsewhere that are noe solutons for our
econoaic challenges and oppormnites. Innovations
in India should be directed rowards CTEHEIE mMore
people in economacally productive acrivity, preferably
in dispersed networks, and preferably using the skills
they have and those they can develop quickly. Using
new maodels of production and
distribution, new products and
serviaces At bower cost can be cre-
arcd thar can meet people’s re-
quirements along with the
erowth in their incomes,

There are many examples of
inmowarions in India that could
be the trendsetters. | wall name
only ane, becuese when it is im-
plemented it will have mrmed
full cirche the wheel thar Ford set
in motian, The Rs I-lakh car
that Tata Motors is developing
wall incorporate many innova-
teonts in the concept of a car. Ik
will also spread rhe production
and disteibution :In.'[i\'it]-' Tilie]
many non-tradivional formats,
thereby engaging 4 prearer vari-
ery and greater number of peo-
ple in the enterprise than in the
trachitional mass production model. The Tams are mk-
g a rusk by breaking our of the established industrial
mould, as all innovators do. Innovarions are riskier
than applications of proven formulas. However, im-
station of current concepts of best practices (generally
sought from the more developed countrics) may
not be appropriae to develop a market our of India's
poor, Therefore, we will have g0 innovare. B

fhe avthar 's Chairman of 8056 India



