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Foreward
The reason individuals are poor, is because they do not have enough money. This basic and
seemingly obvious fact is often forgotten in the midst of efforts aimed to assist the poor. Trapped in
cycles of poverty often due to no fault of their own, money leads to more choices, which connects to
our vision of giving people the opportunity to step into a better future.
Since the founding of Unitus, one of the key questions we have strove to address has been: How can
we improve the income, in one-way or another, of those who are poor? When you can invest into a
person’s ability to generate more income, instead of giving them a handout, there are all sorts of
rippling implications. As the amount of money in a person’s pocket increases, so does the amount of
choice in their lives. And it is choice that empowers the poor with the ability to select how they
want to invest into a better future, be it on better education, healthcare, a business venture, or a
home. While there are risks with giving people choice, we believe that most people will make
choices that connect with their personal and family aspirations
With the new national political leadership getting its footing, there is great hope through out India
that the next decade is going to be one of great livelihoods opportunity. We agree.

About Unitus Seed Fund
Unitus Seed Fund is India’s most active seed impact investor, funding BoP startups that serve large
low-income populations. Unitus Seed Fund plans to grow its portfolio of 13 companies to at least 30
startups in sectors including skill development / livelihoods, agriculture, technology for
development, healthcare, education, and access to basic necessities. Unitus Seed Fund is part of
the Unitus Group, a successful financial services group operating in multiple emerging markets
since 2000. Unitus Seed Fund has offices in Bangalore and Seattle.
Learn more about Unitus Seed Fund: http://usf.vc
Visit Unitus Seed Fund Research: http://usf.vc/research
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NO HANDOUTS REQUIRED: A HAND UP TO A BETTER
LIVELIHOOD
Giving India’s Poor Control Over Choice and Dignity
There are 1.2 billion citizens of the world trapped in cycles of extreme poverty and surviving on
less than $1.25 a day; a third of whom live in India. For most of these individuals, their standing
as poor is not a reflection of their will, effort and drive, but rather a reflection of
the poor conditions they are born into, the poor education and training they receive, or
the poorly functioning and inefficient market systems in place. While there are many ways to
address these challenges, livelihood sector solutions provide dignity by approaching the poor as the
customer (rather than the poor) so they can take control of (rather than receive) their lives and
incomes by choosing how to invest their will, effort and drive to benefit the lives of themselves
and their families.

This article represents the first of 10 articles on India’s livelihood sector in which we explore:
1. No Handouts Required – a Hand Up to a Better Livelihood
2. Realizing India’s Demographic Dividend: Gainfully Employing a Billion Person Workforce
3. India’s Economic Growth Depends on Massively Improved Skilling
4. Four Key Areas Transforming Livelihoods In India
5. Our Livelihood 75 – 75 Companies Transforming India’s Livelihoods
6. Who’s Picking Up the Check? Financing the Training of 500M by 2022
7. Splitting The Check: Partnerships Key to Training 500M by 2022
8. Disrupting Exploitive Supply Chains: Comparing Two Approaches Enabling India’s Artisans
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9. mCommerce: Transforming Business As Usual For India’s BoP
10. mCommerce: Why India’s Future is in the Palm of Its Hand
The first four articles provide a big picture of challenges and opportunities in the space while the
fifth article identifies the key trend, hot areas of innovation and potential game changers. The final
articles look at some of the areas we found to be particularly interesting in the near term: training &
placement, disrupting the producer supply chain, and how mCommerce is creating marketplaces.

Understanding India’s Livelihood Sector & Taxonomy
Before diving into the livelihood sector taxonomy, it is important to nail down what making
an impact on a person’s livelihood looks like.

Defining poverty and dignity impacts the approach to livelihoods
India is home to a third of the world’s poor using the $1.25 a-day World Bank and Millennium
Development Goals benchmark for extreme poverty. While India has cut their official poverty level
in half since 1990 from 45% to 22%, 270M remain in extreme poverty based on the Indian
Government’s controversial and often criticized use of $0.65 a-day as a benchmark. When the
benchmark is raised to $2 a-day, our research demonstrates India has one billion BoP customers
(or 5 out of 6 Indians). In lieu of a pure cost-of-basic-needs approach, we found the McKinsey
Global Institute’s From Poverty to Empowerment approach based on the “simple premise that
every household in India should be able to attain a fundamental sense of economic security,
opportunity, and dignity” to be particularly enlightening and insightful.
Instead of using a baseline for survival metric, by estimating the “cost of fulfilling eight basic
household needs…at a sufficient level,” they developed an Empowerment Line approach to
determine what a “decent, if modest, standard of living” would look like in lieu of a poverty line
focusing on “bare subsistence.” This approach found 680 million, or 56% of India’s population, lack
the minimum acceptable standards of living necessary to meet their essential needs, which is more
than two-and-a-half times the official poverty count. Following an exhaustive look into i) the 8
areas identified, ii) different development approaches to empowerment and iii) historical
precedent, McKinsey concluded that, “as in the past, almost three-quarters of the potential impact
of raising people above the level of the Empowerment Line depends on unlocking investment, job
growth, and productivity.”
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We call the three-quarters of the potential impact to enable 680M Indians hinging on job
creation and investment the Livelihood sector, and approach it in two main ways:


By filling the education and training gap necessary to provide a modern high quality goods
or services to facilitate employment.



By disrupting inefficient and exploitive markets via the market access and linkages
necessary to connect and compete in today’s economy.

Two approaches to impacting livelihoods
The first and most common approach in the livelihood space is Vocational Education & Skills
Training (VEST), which is addressing a modernizing economy’s need for a job-ready workforce via
skilling/up-skilling labor through market-linked training and placement into formal or organized
sector jobs. While skills training and formal employment is important, the organized sector is only
expected to create less than a quarter of India’s jobs in the coming decade while the number of
Indians employed in the informal or unorganized sector is expected to rise from today’s 92% to
95%. Because of this, there needs to be an equal if not greater emphasis placed on job creation by
enabling Small, Medium, or Micro-Sized Enterprises (SMMEs), Co-Op’s and self-employed individual
producers of goods or services to compete.
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For this, the focus shifts from training for employability alone towards addressing the key variables
supporting the cycles of poverty individuals and small businesses are caught in: monopolistic
markets, exploitive supply chains and the inability to adapt and therefore compete within a
modernizing customer-centric economy. To break these cycles, we see a multitude of opportunities
and start-ups with innovative and scalable approaches which reintroduce competition to the
market while aiding B2B and B2C connections through: marketplace creation, supply chain
disruption and enabling individuals and SMMEs with the tools and platforms necessary to compete.

Taxonomy
Unlike sectors like Education or Agriculture, Livelihoods does not have a single cohesive supply or
value chain, which makes creating an taxonomy or overview challenging. After reviewing over
100+ companies in the Livelihood space that are working either to train & place for employment,
or, to enable SMEEs & individuals via marketplaces, platforms or supply chain disruption—we
found the following four sub-categories make the most sense:
1) The Trainers – The vocational education and skills training ecosystem, via companies such
as: Elements Akademia, Skill Train, V-Shesh, Edubridge, Rural Shores, & iMerit.
2) Job Creators – Direct inclusive employment like: Vindhya, Mirakle
Couriers, Srujna, Sakha and Black Shop Textiles, or by facilitating transactional or contract
services via Labor as a Service, such as Get Domestic Help, Jack On Block and Time Saverz.
3) Marketplaces & Matchmakers – Connecting job seekers to better opportunities, and,
Connecting consumers to low-income providers, such as: Babajob, Just
Rojgar, 10GenJobs, CraftsVilla, Indian Artisans Online, Nethaat and Langhar.
4) Platforms & Supply Chain Enhancers – The ventures creating the platforms, distribution
channels & enhanced supply chains helping SMME’s compete. For
Example: MART, FrontierMarkets, TinkerTank, eKutir, GoCoop,Ecokargha, PrimaSeller, Delh
ivery, Jiffstore and OneKirana
In our research we also came across the following areas of impact that are often associated with
livelihoods. These areas have been excluded for the following reasons:


There is potentially overlap between Education and Livelihoods, so we used formal
regulation to distinguish between the two. Through focusing on individuals who are out of
formal school—Pre-K through University—due to either graduation or dropping out,
companies providing current students with counseling, additional training, and
employment assistance services are not included (like Mera Career Guide and iSTAR)
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Banking & Financial Inclusion (BFI): BFI generally focuses on enabling a person to send,
receive, or save money. While this ability to transact impacts livelihoods in a significant
way, much has been research and written on the BFSI sector. So for the purposes of this
discussion we are choosing not to explore BFI or companies like:
SABRAS, Swabhimaanya, Aajeevika Bureau or Bhartiya Samruddu



Micro-Finance (MFI) – While MFIs significantly impacts livelihoods, for the purposes of this
discussion we have chosen not to look in that area because others have done so for some
years.



Agriculture: Due to the unique challenges and conditions in Agricultural livelihoods, this
vertical is explored as its own sector. Learn more in our Agriculture Sector Overview or
about 50 Venture Backed Companies Transforming Ag.

India’s Future Will Be Defined by How Well It Enables Its Next Generation
Moving forward, India’s future will be defined how well it is able to absorb a growing working
population and the extent to which it can enable a generation for productive and gainful
employment on a sufficient scale. While India’s Government has acknowledged these needs and
embarked to skill and train 500M by 2022, it’s the innovative companies training, employing, and
connecting India’s giant BoP population that have the most opportunity to respond to this need.
During the next decade and a half, India will add more than 13M job seekers annually; resulting in a
workforce of 1 billion people and more than a quarter of the world’s workforce by 2030. The next
article of this report dives into India’s potential demographic dividend and the current state of
India’s training and job creation ecosystems, which are respectively only able to train a third and
employ less than half of India’s 13M new job market entrants per year.
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REALIZING INDIA’S DEMOGRAPHIC DIVIDEND: GAINFULLY
EMPLOYING A BILLION-PERSON WORKFORCE
Demographic Dividend: the acceleration of economic growth resulting from change in
the age structure of a population.
By 2030 India is expected to have 28% of the world’s workforce, a billion person labor force, and
the world’s largest population of 1.4 billion citizens. Today, two-thirds of India’s population is
under the national average of 26 and India’s economy is in the midst of a structural
transformation. As it transitions towards being a modern skills-based economy focused on
manufacturing and services, and away from being rural and agrarian, many are being left
behind. By exploring the current realities surrounding the skill levels within India’s workforce,
we’ll explore the skills, training and job creation gaps which need to be addressed in order to
accommodate the annual 13M Indians who will be entering the workforce for the first time during
the next decade and a half.

A New Skill & Training Paradigm Is Needed
Over 100M urban migrants have left their homes, families and support networks in search of better
opportunities seasonally. They, like much of India’s next generation, are struggling to connect with
meaningful employment opportunities due to a lack of marketable skills.
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India’s marketable skill gap
Unfortunately, this is understandable when you consider the following statistics collected regarding
India’s population, where:


About 2% of the existing workforce has
undergone formal skill-training



About 15% of the existing workforce has
marketable skills



It is estimated that 90% of jobs in India
are skill based & require vocational
training

As a result, there is a significant ‘skill-gap’
between the supply of skilled labor and the
market demand for applicants with job-ready
skills; leaving 68% of India’s businesses struggling to find qualified applicants. With India’s
government working to train and skill 500M by 2022, or 50 crore a year, it is important to
understand both the composition of India’s workforce and where the huge influx of new labor will
come from.

India’s Demographic Dividend & Job Creation
Two-thirds of India’s population is under the national average age of 26 (versus 37 in China and
45 in the US and Western Europe). As a result India’s potential workforce (age 15-59) is on track to
increase from approximately 761 million to 869 million from 2011–2020 before swelling to 1
billion by 2022. By taking into account India had a workforce of just under half a billion in
2005 (26M Formal and 433M Informal) and subsequent growth since then, according to Ernst &
Young 35 crore (347M) additional Indians will be eligible to enter the workforce during the next
decade. As part of this, there will be more than a million new entrants per month or 13 million
Indians per year, who will enter India’s workforce for the first time.

Realizing a demographic dividend is not a given
Reaping the benefits of a young working population via a demographic dividend is not a forgone
conclusion, especially when India’s youth lack the preparation and opportunities necessary for
gainful employment. Three significant challenges facing India’s 13 million annual first time job
seekers looking to enter the job market are:
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Education: Formal education is struggling to equip India’s youth, more than half drop out before
high school and less than 15% of college graduates are job-ready at graduation.



Training Capacity: India’s vocational and skills training system can only train 4.4 million a year,
enough for a third of India’s 13M annual new entrants. For perspective, China has an annual
training capacity of 90M while the US is able to train 11M.



Job Creation: India’s economy is only creating an additional 5.5 million organized sector jobs a
year, enough for less than half of India’s 13M annual new entrants.

There is a $20 billion market opportunity for companies that can bridge the skills gap
With such a huge influx of potential new talent coming on line each year, there is massive
opportunity for scalable businesses that can help bridge the annual gap not just from 4.4M to 13M,
but also towards the 50M annual trainees necessary for India to achieve its 10 year 500M trained
goal by 2022. As Dipra Mukhaopadhyay of the National Skill Development Corporation (NSDC)
pointed out, India’s vocational training sector needs “capacity expansion for skills training to the
tune of eight to ten times” in the next 10 years. By combining the 500M training goal at the a
conservative cost of of Rs 5,000 per student, the NSDC estimates there is a market opportunity of
$20 billion on the table during the next ten years.

Need for job creation and the impact on India’s economy
In addition to the training gap, job growth has not kept pace with GDP during the past decade,
where the annual average job creation during 2005-2010 was approximately 5.5M. While this was
concerning beforehand, things are getting worse with the slowing of economic growth, which
slowed to sub 5% levels during the past two years, in contrast to the 8% growth during the
previous two years. One factor contributing to this is the fact that more than 68% of businesses in
India are currently having difficulty filling jobs according to this global Talent Shortage Survey by
Manpower Group.
Similar to the challenges faced within training, there is a huge opportunity for current employers
and future job creators able to step in with scalable solutions to bridge the annual jobs gap from not
only 5.5M to 13M per year, but also towards the 35M annual additional jobs necessary for India to
create the 347M jobs India’s economy needs by 2022. While the Indian government has established
a Rs 10,000 crore a year national campaign to skill, re-skill and train 500 million people and helped
shift focus towards 21 high growth sectors, India businesses need to step in.

Copyright (c) 2014 Unitus Seed Partners LLC

11

India’s Demographic Dividend Is In Doubt Without Small Business
Without a way to meaningfully absorb and gainfully employ India’s massive incoming workforce,
India is in danger of squandering the massive opportunity present within their potential
demographic dividend. While the government can help spur development within training or
partnerships through initiatives such as the NSDC, India’s ventures and small businesses must
ultimately be empowered given the scale and scope of India’s future job needs.
In the next article of the report, changing aspects of India’s economy are explored to identify the
sectors of growth with both the skill requirements and employment capacity necessary to absorb
and enable the 350 million Indians in need of employment during the next decade.

Copyright (c) 2014 Unitus Seed Partners LLC

12

INDIA’S ECONOMIC GROWTH DEPENDS ON MASSIVELY
IMPROVED UPSKILLING
In the midst of economic transformation, how will India absorb a growing
workforce expected to number 1 billion by 2030?
With the Indian government a few years into the ambitious goal of training and skilling 500M by
2022, or 50M a year, it is important to understand the unorganized nature of India’s economy and
the urban exodus from agriculture in order to identify which growth sectors will have both the skill
requirements and capacity necessary to meaningfully absorb and enable India’s huge influx of new
labor.

India’s unorganized and informal economy
Today 93% of India’s jobs are informal while 84% of the workforce finds employment in the
unorganized sector. The Informal Sector is comprised business activities not formally regulated by
the government. These producers of goods and services “generally have small economies of scale,
seldom use technology and have a virtual absence of well-maintained accounts.” The Unorganized
Sector consists of all enterprises “engaged in manufacturing or services which are unincorporated,
owned by individuals or households, operated on a proprietary or partnership basis and with less
than ten total workers.”
These distinctions are significant because the lives of
those employed in these sectors are characterized by
limited access to benefits and support services (less
than a quarter have access) while living day-to-day
and pay-check-to-paycheck.
In the midst of the push to skill 500M Indians and the
expected need for an additional 35 crore (347M jobs)
by 2022, only 7 crore (70M) of the jobs are expected to
be organized sector positions while the share of
informal employment is expected to increase
from 93% to 95%. With these changes en route, it’s
important to understand how this will look within
India’s main fields of employment.
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India’s Exodus from Ag
Fifty years ago Agriculture accounted for half of India’s GDP and more than three-fourths of its
employment. Today, it only accounts for 13.7% of GDP but employs 51% of Indian’s unorganized
workers compared to the
manufacturing and service
employing 20% and 29%
respectively.
India’s transition from an agricentric economy has
accelerated in recent years,
forcing hundreds of millions
of rural inhabitants into
challenging situations and left
to choose between two ugly
realities: i) Remain, surviving
through low-return and
subsistence farming, and/or, struggling to find non-farm related opportunities due to limited
market access or marketable skills, or ii) Depart, leaving as part of the 100M plus urban migration
to urban centers where the lack of marketable skills and inability to connect to gainful employment
leads many to be exploited. Against this backdrop, along with the challenges associated with an
unorganized and informal economy, we transition the focus to the job creation.

Where are the jobs in the midst of the transition to a modern market economy?
As India transitions to a modern market economy, there are a few sectors and job hotspots which
have the greatest potential to meaningfully absorb and gainfully employ India’s current and
upcoming generations. While there are a number of macro level overviews regarding the space, the
image below is part of the Forbes article India 2022: High on Skills but Low on Jobs? which gives a
simple and helpful high-level overview into 10 significant growth industries—such as retail, auto,
construction and IT— that are expected to require 245 million by 2022.
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To complement this information, India’s
National Skills and Development
Corporation identified 21 high-growth
areas for potential training here. While
these reviews and summaries provide
insight into job creation at a high level,
there are four areas which are
particularly significant for the creation
of BoP job opportunities. The following
are 4 brief previews into the sectors
which are explored in greater detail in
the following article.

Technology, Outsourcing and Banking
India’s Information Technology Enabled Service (ITeS), Business Process Outsourcing (BPO)
and Banking Financial Services and Insurance (BFSI) sectors need 20 million skilled employees
by 2022. The ITeS and BPO sectors in particular account for 8% of India’s GDP, 25% of exports, the
direct and indirect employment of 12M and they are expected to hire nearly a million new recruits
per year in the coming years. In the next article, learn more about how companies are working to
improve the livelihoods of India’s BoP populations through market-linked training and placement
(Edubridge) and via areas such as impact sourcing (iMerit), inclusive training (Youth 4 Jobs) &
employment (Vindhya’s) to equip rural youth, women and PwD.

Manufacturing
India’s Manufacturing sector is aiming create 100 million skilled jobs while increasing their impact
on GDP from 15%-25% during the next decade, which is particularly significant because this sector
represents one of the better cross-over opportunities for those exiting agriculture. In the next
article, learn more about i) the sectors massive growth potential, ii) the manufacturing sector’s
unique opportunity to emulate the path utilized by the ITeS/BPO sectors and iii) to learn more
about the cutting edge skills development underway in the space such as remote training (Velu
Welder) and e-Learning over mobile devices (Tata Autocomp e-Learning).
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Textiles and Handicrafts
India’s Textile and Handicraft sector provides livelihoods to 10 crore (105M) Indians according to
the 12th 5-Year Plan, making it the countries 2nd largest employer after Agriculture. Often among
the poorest of the poor, artisans working in cottage based labor-intensive trades such as
handicrafts, textiles and jewelry are being left behind due to the increasing popularity of mass
produced goods and because they are often trapped in inefficient markets and exploitive supply
chains without the capital, linkages or market access necessary to succeed. In the next article, learn
more about how about how companies are disrupting these cycles by connecting artisans directly
to Customers (Crafts Villa), Businesses (GoCoop) and Inclusive Supply Chains (Mela Artisans).
*If this is particularly interesting, jump ahead to the 8 th article Disrupting Exploitive Supply Chains:
Comparing Two Approaches Enabling India’s Artisans in which the unit economics of the supply chains
are explored, along with the disruptive business practices and technologies being deployed to
empower artisans.

Entrepreneurship and Self-Employment
In addition to exploring these three areas, forecasts show there is market potential for the creation
of 2,500 scalable businesses. If realized, this has the potential to generate cumulative revenues of
Rs 10 lakh crore ($200 billion) and employment comparable to the IT/ITeS/BPO sector.

India’s Entrepreneurs – The Gatekeepers to India’s Demographic Dividend
Even though India has the potential to enjoy a massive demographic dividend, it is definitely not a
given. For India to achieve its goals, it needs to train a minimum of 50M a year, while creating a
minimum of 35M new jobs a year till 2022. For this to occur at scale numerous innovative,
disruptive and scalable solutions must be discovered and implemented by businesses in the decade
to come. While the government and big businesses have a part to play, the individuals, small
businesses, entrepreneurs who make up a majority of India’s 93% unorganized economy must
ultimately become the heroes for India to succeed.
The next article of the report dives into the sectors previewed to demonstrate the unique ways each
sector is suited to significantly impact the livelihoods of millions. Along with these opportunities,
enterprise examples are utilized to demonstrate the methods entrepreneurs are utilizing to enable
India’s BoP small businesses and individual service providers via training, marketplaces or
platforms.
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FOUR KEY AREAS TRANSFORMING LIVELIHOODS IN INDIA
Creating 350 million new jobs by 2022 to keep up with the growth of India’s
population and economy

In the coming decade more than 13 million Indian’s per year will enter the workforce for the first
time and a total of 35 crore (350M) new jobs must be created by 2022 in order for India to keep up
with the growth of its economy and population. In the midst of rapid economic and population
growth, four subsectors of India’s economy deserve extra attention because of their potential
impact on India’s BoP population of one billion. In contrast to the necessary growth which must
take place, India currently only has the capacity to train 4.4M (versus the 50M they’d need to hit
500M) and to create jobs for 5.5M (versus the 35M needed to employ 350M) en route to the 2022
deadline. Using the informal and unorganized nature of India’s economy as a foundation, we
assessed different sectors forecast for significant growth during the next decade to identify the
areas with both the skillset requirements and capacity needed to both meaningfully absorb and
gainfully employ India’s BoP.
Copyright (c) 2014 Unitus Seed Partners LLC

17

While the National Skill Development Corporation (NSDC) Identified 21 high-growth sectors of
interest, we are particularly interested in the following four sectors because of their potential BoP
impact:
1. IT, BPO & BFSI
2. Manufacturing,
3. Crafts
4. Entrepreneurial Start-Ups
These areas are particularly interesting not only because of their potential for job creation, but also
because of the innovative and scalable ways companies are using cutting edge technology and
business practices to respond to India’s rapidly changing market realities.

Information Technology Enabled Service (ITeS), Business Process Outsourcing (BPO),
and Banking Financial Services & Insurance (BFSI)
India needs 20 million skilled employees in ITeS, BPO, BFSI and related service sectors by
2022. One of the bright spots of India’s development of the past decade, the ITeS & BPO sectors
account for 8% of India’s economy and 25% of exports while directly and indirectly employing
12M. More important, these sectors are expected to hire nearly a million new recruits per
year moving forward. This is particularly significant because of the employment profile of this
sector. Within ITeS and BPO, 5% of the employment is inclusive, a third of employees are
women and nearly 60% of jobs are located in are in Tier II/III cities.
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Within BPO, there are companies doing impact sourcing like iMerit and Rural Shores, and there is a
thriving sub-sector focused on the inclusion of India’s population of 70M People with Disabilities
(PwD). This sub-sector, has trainers like V-Shesh or Youth 4 Jobs, employers like Vindhya’s whose
workforce is made up of 90% ‘differently abled’ employees, and even enablers, such as the
accessibility firm Barrier Break Tech which develops assistive technology for training and
employment . Meanwhile, companies like Talent Spring, Anudip Foundation and Edubridge are also
addressing the needs BFSI through equipping rural youth with market-linked training and
placement opportunities.

Manufacturing
In addition to tackling challenging projects such as infrastructure, India’s manufacturing sector is
aiming create 100 million skilled jobs during the next decade while increasing its impact on GDP
from 15%-25%. This is significant because manufacturing is one of the better cross-over
opportunities for those exiting agriculture, especially within skilled positions such as: fitters,
machinists, maintenance engineers, and welders. While manufacturing has struggled with low
productivity and an inability to absorb the rural exodus of agriculture (explored here) during the
past decade—resulting in contractual jobs, low incomes that seldom include benefits—the sector’s
massive growth potential is beginning to draw significant foreign and domestic investment
interest. For great insight into the macro-level growth opportunities present within Indian
manufacturing sector, check out this excellent McKinsey Global Institute article on Fulfilling the
Promise of India’s Manufacturing Sector. The article demonstrates how the manufacturing sector
can and should mirror the large-scale training approaches utilized by the BPO/ITeS sector in the
1990’s to arrive at their current level of success today.
At the company level, two great examples of next-generation training can be seen in the remote,
mobile and e-Learning programs being deployed by Tata Autocomp e-Learning and Velu Welder in
this space. Tata Autocomp uses an animated story-based e-Learning solution to bridge the gaps
between college education and industry needs. Targeting engineers with 0-7 years of
manufacturing experience and college graduates, their product reduces the time needed for
training or onboarding while providing certification services.
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Velu the Welder is an interactive virtual apprenticeship enabling users—armed with a Nintendo
Wii remote to mimic an actual welding gun—to step into a game to receive a crash course in
welding. In a sub-sector with high growth potential and a high cost of training, Velu cuts training costs in
half and the program’s built-in testing handles assessment and certification, which makes job
placement significantly easier and more efficient for employers.

Textile and Handicraft
India’s textile and handicraft sector is India’s second largest employer after Agriculture, employing
with 10 core (105M) mostly rural artisans and workers in cottage based labor intensive trades such
as: handicrafts, textiles, jewelry, printing and leather (Employment figure based on 12th 5 Year
Plan Appendix 4). As the economy shifts towards mass-produced goods and modern styles,
artisans—with skills passed down from generation to generation—are falling behind, loosing
demand for the products and unable to adapt to new market trends. With over 90% of artisans
landless, they are often among the poorest of the poor and find themselves trapped in inefficient
markets and exploitive supply chains without the capital, linkages or market access necessary to
succeed. To disrupt these cycles, many companies are connecting artisans directly to:


Customers via e-Commerce and B2C marketplaces like Fab India, Kashmir Box and Crafts
Villa. Aiming to become the ‘Etsy of Asia’, Crafts Villa cuts out the middle-man to offer over
50,000 products from over 1,000 unique sellers. After a recent infusion of venture capital,
Crafts Villa is looking to expand to Thailand and Indonesia as well.
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Businesses via web-based platforms and B2B marketplaces disrupting the supply chain
like, Indian Artisans Online and Nethaat and GoCoop. A social marketplace for cooperatives and community based enterprises to list and sell their products
online, GoCoop is a global collaboration platform that allows enterprises to list and sell their
products online. What sets them apart from other B2B marketplaces is they employ a
unique algorithm for market linkage between potential buyers and sellers while acting as an
aggregator for all listed enterprises.



Inclusive Supply Chains via training, support services and contracting through companies
like Caravan, My Earth Store and Mela Artisans. A luxury lifestyle brand selling fair-trade
home decor, jewelry and crafts for social good, Mela Artisans also offers their customers
a Live & Loan MFI hybrid. As partners in change, customers are able to finance zero interest
loans before ultimately being repaid in Mela Credits.

Entrepreneurship, Self-Employment and SMMEs (Small, Medium or Micro Enterprises)
While entrepreneurship has some area of overlap with the sectors mentioned and others, it is
particularly significant given that over 84% of India’s economy is unorganized (unincorporated
companies which have less than 10 members). India’s Planning Commission report on
Entrepreneurship nailed it when they observed, “India needs to create 1- 1.5 crore (10-15 million)
jobs per year for the next decade to provide gainful employment to its young population.
Accelerating entrepreneurship and business creation is crucial for such large-scale employment
generation.” Their 2012 report goes on to detail that, “India has the potential to build 2,500 highly
scalable businesses within the next 10 years” which means 10,000 start-ups will need to be started
factoring in the probability of success”. These businesses could generate revenues of Rs 10 lakh
crore ($200 billion) while estimates show they could employ an amount comparable to the
IT/ITeS/BPO sector.

Conclusion
India’s growth and the creation of jobs will come from a number of sectors of the economy, but the
four identified and explored are uniquely situated to impact India’s BoP. While a few interesting
companies and illustrations were explored here, a more comprehensive view into Livelihood space
start-ups is found in the next article of this report, where 150 companies were reviewed before
narrowing things down to a list of 75 Companies Transforming India’s Livelihoods.
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Our Livelihood 75
75 Companies Transforming India’s Livelihoods
India’s future will be defined by its ability to enable a generation for gainful employment and the
extent to which it can meaningfully absorb its growing working population. In this series focused on
the Livelihoods sector we’ve shown India must increase annual training capacity 8-10X from 4.4M
to 50M while increasing annual job creation sevenfold from 5.5M to 35M, in order for India’s
economy to continue growing at a rapid pace and for it to achieve its potential demographic
dividend. These challenges are particularly interesting not only because of their potential business
opportunities and impact on India’s 1 billion strong BoP population, but also because of the
innovative and scalable ways companies are using cutting edge technology and business practices
to respond to India’s rapidly changing market realities. We’ve identified 75 of these companies,
along with key trends, hotspots and game changers with the potential to transform how Livelihoods
are approached and empowered in India.

Research Scope, Criteria and the First 150 Companies
To gain a better understanding of the space we reviewed over 150 companies, surveying
conferences like Sankalp Forum and Spark the Rise, researching startups backed by a number of
VC’s like Intellecap and Nexus Venture Partners, and leveraging internal research. After reviewing
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these companies, we narrowed the field to 75 by focusing on their potential for scale and to impact
large numbers of BoP populations, along with factors such as their:


Significance to the training & education conversation



Successful use of innovative and scalable business models



Disruptive use of technology to enable producers of goods and services to compete

While the majority of the ventures included are India-focused and for-profit, you will also find a few
of the following types of organizations as well:


Indian NGO’s leveraging market based approaches, like Anudip with support from
the Michael & Susan Dell Foundation



Company foundation spinoffs, like the Elements Foundation



International technology platforms, like YourMechanic

These organizations were included based on the significance of their business models, the ways
they are leveraging market-driven principles to impact livelihoods, or because of the potential for
comparable services in India. Last but not least, it is important to note that areas often associated
with livelihoods, such as Education, Banking and Financial Inclusion (BFI), Micro-Finance (MFI) and
Agriculture fell outside the scope of this research and were excluded for the reasons
enumerated here.

The results: our Livelihood 75
The Livelihood sector does not have a single cohesive supply or value chain, which made creating a
taxonomy challenging. Using the criteria mentioned, we found the following four sub-sectors made
the most sense:


The Trainers – The vocational education and skills training ecosystem



Job Creators – Direct inclusive employers, or Labor as a Services facilitators



Marketplaces & Matchmakers – Companies connecting job seekers to better
opportunities, or connecting consumers to low-income providers



Platforms & Supply Chain Enhancers – Ventures creating the platforms, distribution
channels & enhanced supply chains to help SMME’s compete.
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While there is (potential) overlap between these categories, companies were ultimately organized
in a way that helps to highlight the overarching themes or trends in the space. In the crafts sector
for instance, eComm platforms like Indian Artisans Online or Nethaat, enable artisan producers by
creating marketplaces to disrupt exploitive supply chains. While these could fit in either category,
they ultimately landed within marketplaces to highlight the importance of providing producers a
way to meaningfully connect with B2B and B2C opportunities.

Four Trends: Trainers, Job Creators, Marketplaces & Supply Chain Disruptors
By clicking on the image to
the right, you will receive
access to the companies
arranged by
sector. Within the
document, the following
information is available
per company, their: name,
a one-line description of their work, a 1-2 word category description, and their respective website. With this information in hand, its time to dive into the four sub-sectors of our Livelihood 75.

The Trainers – The Vocational Training and Skills Ecosystem
Companies in this space are focused on filling India’s post-secondary education and training gap by
providing the market-aligned training and placement necessary to ensure meaningful employment.
A great example of a company in this space
is the Hyberbad-based Youth 4 Jobs. Youth
4 Jobs is a market-linked vocational training
and placement organization focused on
training low-income rural youth and PwD
(People with Disabilities) with marketaligned curriculums for placement into
organized sector jobs (a few corporate
partners are seen in the image to the right).

Copyright (c) 2014 Unitus Seed Partners LLC

24

Three potential game changers in this space are:


Remote & Mobile Learning providing students with education which requires less travel
and is more affordable. E-learning will enable training providers to deliver content at a high
level of quality and provide better objective assessment of student outcomes, helping to
ensure employment.



Financial solutions to ensure students are able to procure the skills & training needed, and
that the providers of these solutions are able to scale. (Learn more in Who’s Picking Up the
Check? Financing the Training of 500M by 2022)



Country-wide employment or skills training registry to help ensure a standard level of
quality for both trainees and employers. Marketplaces like Babajobs or Just Rojgar will be
able to provide means to highlight job seekers’ training credentials, making them more
employable.

Job Creators
Companies in this space are improving livelihoods indirectly through facilitating transactional
employment or contract services in a Labor as a Service capacity (like Get Domestic Help or
Caravan), or, directly through job creation and utilizing practices like inclusive employment to
employ individuals who would not otherwise have opportunities to join the workforce (ie, PwD,
marginalized women, disadvantaged youth, etc.). A great example is seen in Mirakle Courriers who
is addressing the “invisible disability” impacting the 8 million deaf adults in India, 67% of which are
unemployed due in large part to challenges surrounding training and employment because of their
disability. Mirakle Couriers empowers low-income deaf men and women through creating
employment opportunities and by helping them achieve financial independence.
Three potential game changers in this space are:


Labor as a Service (Laas) is providing a scalable way to meaningfully integrate service
providers into the workforce through non-exploitive employment opportunities and better
wages (Get Domestic Help, Jack on Block).



Assistive Technology is opening doors for people with disabilities and organizations to be
inclusive (Barrier Break).
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Inclusive Employment & Sourcing is providing businesses the ability to create models
designed to support inclusive employment (Vindhya), along with a steady flow of loyal,
workplace ready employees (V-Shesh).

Marketplaces & Matchmakers
Companies in this space are using digital marketplaces to help individuals and groups connect to
better opportunities; be it candidates connecting to better employment opportunities on job portals
like the BoP focused Just Rojgar, or, consumers connecting to low-income providers for a better
quality or price. A great example of a marketplace is the crafts focused eComm Crafts Villa aiming
to become the ‘Etsy of Asian.’ By creating a platform with B2B and B2C capabilities, Crafts Villa is
cutting out the middleman to offer 50,000 products from over 1,000 unique sellers.
Three potential game changers in this space are


Online Marketplaces transforming how producers of goods and services and small
businesses ‘do business’ by providing B2B and B2C connections ranging from local villages
to global consumers (Indian Artisans Online, Mela Artisans).



The growth of mCommerce (and eComm) being driven by a young generation of mobilefirst internet users and the growing affordability of smartphones (One Kirana, Jiffstore)



Matchmaking services transforming entire industries (and the livelihoods) by providing
consumers new levels of quality and convenience (One example is seen in the such as
transportation via the boom of driving solutions such as AutoRaja or mGaadi)
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Learn more about these game changers within the final 2 articles of this report exploring
mCommerce, mCommerce: Transforming Business As Usual for India’s BoP, and, mCommerce: Why
India’s Future is in the Palm of Its Hand.

Platforms & Supply Chain Enhancers
Companies in this space are creating the platforms, distribution channels and enhanced supply
channels necessary for SMMEs (small, medium, micro enterprises) to compete in an increasingly
complex and modern marketplace. A great example of a venture in this space is seen in eKutir,
which is focused on engaging innovative new products and services for the BoP market. To
accomplish this, they work to share knowledge, build partnerships, and to mentor last-mile social
entrepreneurs in order to realize the transformative potential of knowledge and ICT (Information &
Communications Tech.) to improve lives, reduce poverty and empower people in rural areas.
Three potential game changers in this space are:


Last Mile Distribution focused simultaneously empowering entrepreneurs while creating
the last mile distribution channels and linkages rural markets desperately
need. (eg, Frontier Markets, SURE India, & Unilever’s Project Shakti)



Mobile Platforms providing SMMEs access to platforms which provide business and
management capabilities previously only available to larger companies (inventory
management, online support, distribution assistance, etc), such as Jiffstore, OneKirana
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Ecosystem Enablers using technology to develop the foundations to support widespread
future commerce, such as Delhivery which is simplifying the End-to-End logistics of ECommerce for doorstep delivery, and PrimaSellar, which is enabling the retailers of
tomorrow via a cloud-based retail platform for small vendors.

Conclusion
While a more comprehensive overview of the sector and different approaches can be found in No
Handouts Required- a Hand Up to a Better Livelihood, at a high level our selected “Livelihood 75”
companies represent two macro-level approaches to creating Livelihood solutions:


By filling the education and training gap necessary to provide modern high quality goods or
services to facilitate employment.



By disrupting inefficient and exploitive markets via the market access and linkages
necessary to connect and compete in today’s economy.

These approaches focus on empowering India’s greatest resource—people—while simultaneously
on job creation to ensure there are employment opportunities to be had. This simultaneous growth
has the potential to not only transform India’s national economy, but more importantly, to
transform the future outlook for the hundreds of millions of Indians currently living without hope
of livelihood on the margins of society.
In the next article of the report, India’s critical shortage of skilled labor is explored by addressing
one of the central challenges facing the vocational skills and training ecosystem, Who is going to pay
for it? The students seeking training, the businesses seeking employees, the government seeking to
jump-start the economy, or some combination of the three?
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WHO’S PICKING UP THE CHECK?
Financing the Training of 500 Million Indians by 2022
As India continues the transition to an advanced service economy, it is facing a critical shortage of
skilled labor. Although universities are producing upwards of 70 lakh (7 million) graduates per
year, only 15% have the skills necessary to get a good job upon graduation. To bridge the gap, there
is a growing sector of skills and training enterprises focused on finding innovative ways to train,
equip and place employees into India’s expanding workforce. These companies are in the business
of taking unskilled workers and providing them the training they need to find employment at
companies seeking skilled labor. While some livelihood companies are having success, the sector as
a whole is still struggling with the following questions: Who is going to pay for it? The students
seeking training, the businesses seeking employees, the government seeking to jump-start the
economy, or some combination of the three? Also, is there some kind of financing that might help
out?

To address these questions, we’ll dive into the challenges facing individuals and businesses along
with some of the approaches venture are utilizing to achieve success at scale. In the second article
we’ll explore how the government is promote scalable solutions through partnerships before diving
into ways companies are addressing the financing challenge specifically.
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Training & placement economics & baseline education info
Before diving in, here’s a quick intro to the basic economics and risks within the space. While there
are a myriad of training programs, costs and lengths, an average program takes 3 months, costs
10,000 rupees (USD $166) and, requires an additional 10,000 rupees to cover cost of living during
the duration of the program (see pg 8-9 of this NSDC report for a more comprehensive breakdown). While explored more fully below, three significant risks associated with skill training are:


Will the student complete the training? (Interest, Ability, Skill, etc.)



Are the skills, training, and placement sufficient? (Prepared for success)



Will the student default on obligations? (Underpaid, Pay structure, etc)

In a sophisticated market economy, companies need employees who possess specialized education
and technical skills. Unfortunately, the overwhelming majority of the Indian workforce does not
possess marketable skills. According to recent data, only 20% of men and 11% of women living in
urban areas have marketable skills, and only 10% of men and 8% of women in rural areas (Click
here for a deeper look at education & literacy levels by sector).

Challenges Associated With Student-Driven Funding Models
Skills & training companies are caught in a challenging cycle where they must make significant
investments in business-relationships in order to offer a skills-focused curriculum aligned to their
needs. Moreover, these curricula require significant capital to provide adequate skills to
trainees. Many programs carry a high price tag, both in actual cost and opportunity cost of lost
wages, for the trainees who inevitably bear the financial burden in the absence of company or other
support. The cost of training therefore presents a significant financial hurdle for most people and
limits the number coming out of these programs.

New program structures are breaking the cycle
iSTAR is an example of a skill & training company breaking this cycle successfully. By partnering
with 6 universities and increasing the time required for repayment, iStar has provided training
services to over 3,000 students at an affordable cost. The program connects students to a
curriculum designed explicitly to meet the requirements of hiring companies, while also providing
career counseling and job placement services. Job training is integrated into a local university’s
curriculum through one course each semester during each student’s three years in college. In lieu
of one large payment up-front, student’s fees are also paid as part of their college bill across the
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three year span. Through this approach, iSTAR is able to ensure more students are trained and
therefore get into the workforce.

Another example is SkillPro, a sustainable social venture focusing on vocational training and
placement-linked skilling. SkillPro helps Government, NGOs, and Corporations in implementation
of large-scale vocational education programs. SkillPro is in 12 states now and has started expanding
into 4 more states. Their goal is to train and find employment for 1 million people in 5 years.

Why Businesses Are Hesitant to Pick Up the Bill
India needs 20 million workers in retail, finance, and related service sectors during the next 2-3
years. While the demand is significant, businesses are hesitant to spend significant amounts on
training and placement services due to the levels of quality and non-specialized training many
candidates receive. They also struggle with high levels of attrition and lack of loyalty with a high
percent of entry level-employees departing to pursue slightly-better opportunities within a few
months. As a result, it is hard to justify investing in new-employee training services when those
trained often leave soon thereafter.

How Edubridge and V-Shesh are breaking the cycle
To disrupt this cycle, skills & training companies are targeting high-growth sectors to foster new
types of relationships with companies to enhance training and lower attrition. In addition to
ensuring candidates have the company-specific requirements to succeed, they identify and seek
candidates who are a good fit, and therefore more likely to remain with the company for an
extended period of time. When the risks associated with skillset and retention are lowered,
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companies are more willing to invest time and money in the form of commissions and placement
awards. Two companies enjoying success in this area are Edubridge & V-Shesh.
Edubridge targets unemployed youth who are no longer part of the education system. For RS 5,000
($85), students receive 3-8 weeks of training and a moneyback guarantee tied to job placement. The result is that
students are often the first members of their family to
receive formal employment and they step into jobs making
RS 6,000 – 15,000 ($100-$250) per month. With strategic
partnerships, a franchise model and an innovative pay-peruse infrastructure system, Edubridge generates 10x capital
efficiency compared to competition. Through this model,
they are aiming to help 10 lakhs (1 million) rural Indian
youth by 2015 by creating a “rural-corporate link which
provides a steady flow of quality talent and info between rural areas and economic centers.”
Meanwhile V-Shesh is bridging the skill and training gap in a comparable way for India’s population
of people with disabilities (PwD). There are 7 crore (70 million) Indian PwD, 95% of which are
sub-optimally trained. Through
job-specific training aligned to
partner company requirements,
V-Shesh provides companies a
unique way to bring value to
their operations. At the same
time, they are able to provide
dignity and livelihoods to a minority that is often unseen and forgotten within society. By focusing
on individuals with challenging and disadvantaged backgrounds, employers can select candidates
with higher levels of appreciation for their jobs and loyalty to their employers. Reliable and loyal
employees are attractive, which makes employers more willing to invest into the relationships and
placement fees necessary for companies like Edubridge and V-Shesh to be successful.

Other approaches and what’s on the horizon
While Edubridge and V-Shesh provide great examples, they represent just the tip of the iceberg in a
training space with$20 billion market potential through 2022. For more examples into innovative
and scalable companies such as Unnati,Rural Shores, Head Held High and others, be sure to check
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out the “The Trainers” portion of 75 Companies Transforming India’s Livelihoods where these and
25 other ventures in the vocational training and skills ecosystem are explored. In addition to
illustrations, you will also find different trends and potential game changers addressed, such as:


Will e-learning technology enable training providers to deliver content at a high level of
quality and provide better objective assessment of student outcomes?



Will marketplaces like Babajobs or Just Rojgar provide means to highlight job seekers’
training credentials, making them more employable?

These solutions are just the start
Even though India’s livelihood development ventures must address a variety of significant
challenges facing both applicants and employers, they are beginning to take meaningful first steps
towards filling India’s skill & training gap. Unfortunately meaningful steps alone will not allow
India to increase the annual training capacity of 4.5M a year by the 8-10X necessary to achieve the
national goal of training 500M by 2022. The next article of the report addresses the innovative
ways India’s government and partnerships are stepping in to help bring solutions at scale within
Splitting the Check: Partnerships Key to Training 500M by 2022.
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SPLITTING THE CHECK: PARTNERSHIPS KEY TO TRAINING
500M BY 2022
India’s Approach to Training Hundreds of Millions of Workers Quickly
To equip India’s next generation for meaningful employment, India must increase annual training
capacity by 8-10X. The vocational education and training space is centered around India’s national
goal of training 500M by 2022, which will require explosive growth of annual training capacity
from the current level of 4.5M to 50M a year. Who’s Picking Up the Check: Financing the Training of
500M by 2022, focused on the financial and logistic challenges facing India’s students and
businesses before diving into innovative and scalable ways ventures are filling the gap with marketlinked training and placement. While progress is being made, for a 10X capacity increase to occur
India will require a new paradigm aligned to the scope of the challenge at hand. Splitting The
Check steps in to address how the government is working to create a new paradigm through
financing, supporting and leveraging partnerships with the potential to scale rapidly.

The Government’s Approach to Scaled Training
As part of a national goal aiming to produce 50 crore (500 million) highly-skilled Indians by
2022, National Skill Development Corporation (NSDC), a government-run organization dedicated to
incentivizing wide-spread economic skill-development in India, committed to producing 15 crore
(150 million) trainees with 1,000 crore ($185M) of investment funds raised through its public-
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private partnership. Meaningfully distributing sums of
money this large is hard, especially for the government
which does not specialize in finding efficient and scalable
ways to disburse funding to students and training
institutions. India doesn’t have the infrastructure or
support in place to do this quickly via grants to
organizations, or loans to students. Furthermore, even if there was infrastructure in place, pouring
additional money into the traditional/current vocational skills and training companies in place is
not the solution; nor is funneling money directly to students with the current student-loan terms
and structure in place which are leading to a default rate between 40-60%. To account for these
problems and complexities, NSDC is making funds available to help businesses and individuals
pursue innovative solutions.

Government funding is helping businesses scale faster
Business models in the skills & training are often high volume and low margin, requiring significant
investments of time and capital to establish momentum and prepare for scale. Through seeking
companies with viable models, NSDC is making capital available via grants and loans to help
successful companies—like iSTAR & Edubridge—leverage and scale their success for additional
growth.

How individuals are getting paid to go to school
At the individual level, NSDC is innovating through initiatives such as their STAR program, which is
‘motivating youth to voluntarily join skill development.’ The program provides monetary awards up
to 15,000 rupees for the successful completion of skills training in high-demand areas at approved
training locations. In addition to providing a monetary reward, the program seeks to increase
workforce productivity by aligning training and standardizing certification to ensure training better
serve India’s needs.

Copyright (c) 2014 Unitus Seed Partners LLC

35

Hybrid – Why can’t students just get a loan?
Traditional student-loans are not readily available in India. As with other sectors, the demographic
and economic challenges leads some to point to microloans, which have demonstrated success
when there is a viable model accounting for risks and the appropriate structure to ensure a high
repayment rate. To date though, 95%+ of microloans are focused on individual producers of goods
and services or micro-entrepreneurs. A few innovative players are working to discover what a
viable student loan model will look like, taking into account new government programs and factors
such as: down-payment, loan rate, loan duration, payment moratorium, co-signing, etc. Two
interesting new government programs in this space are First Loan Default Guarantees (in which the
NSDC guarantees against defaults for up to 10-20% of a portfolios value) and the new approaches
the government is using to facilitate the conversion of grants into loans (See this NSDC report for
more detail and great info in this area).

Bringing micro-loans to student lending
Two companies exploring this space are Vittana and Milaap. During the past four years, Vittana
raised and disbursed 20,000 student loans across six countries through crowd-funding at a 98%
repayment rate. The average increase of income across the board for students is an incredible
93%. In India, Milaap is innovating as well by working across sectors and course types to create
sustainable loan programs for a wide variety of students with diverse qualifications.
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Through their GRAVITY program (initiated in partnership with Grameen Financial Services Ltd)
they are able to partner with vocational training providers like Edubridge and Talent Sprint. In the
case of Talent Spring, Milaap loans of Rs. 25,000-35,000 ($400-$600) allow graduates the chance to
take high-end software development courses, which enable them to be placed in highly reputed
Indian and multi-national IT Firms.

Conclusion: We’re Going to Have to Split This Check
So, Who’s Picking Up the Check for job training? Everyone; but it will often require collaboration.
Individuals, businesses and the government each have clear areas of opportunity to facilitate and
bring about change on their own. While we explored a few concepts and companies at work, the
larger goal is to see that there are opportunities for great companies who are able to bridge the gap
and leverage the resources present within the entire sector. As seen in Who’s Picking Up the Check,
the funding could come 100% from the individual, like in the situation of iSTAR, as a mixture
between the individual and the business, as in Edubridge & V-Shesh, or with the additional funding
from the government to scale exceptional opportunities to the next level. This is an area with great
opportunities for investment, a chance to get in at the ground-level working with innovative
companies to create holistic, scalable, transformational changes. However, this is only the tip of the
iceberg, and we expect to see more opportunities open up and great opportunities seized by those
by investors ready to leverage multiple opportunities to create new solutions in India.
The next article of this report Disrupting Exploitive Supply Chains: Comparing Two Approaches
Enabling India’s Artisans, steps into the crafts and handloom sector to illustrate the key factors
leading to the exploitation of producers and two innovative approaches being deployed to disrupt
the exploitive cycles in place to empower India’s BoP craftsmen.
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DISRUPTING EXPLOITIVE SUPPLY CHAINS: COMPARING TWO
APPROACHES ENABLING INDIA’S ARTISANS
Comparing two approaches to enabling India’s Artisans
In India, there are over 600,000 cooperatives (co-ops) with 240 million members. In these mostly
rural co-ops, producers are trapped in exploitive cycles of poverty without the skillsets, capital, or
opportunities necessary to succeed. Using the crafts and handloom sector as an example, we’ll
illustrate the current supply chain inefficiencies and the key factors contributing to the exploitation
of producers. Based on these learnings, we’ll explore how two companies are using innovation to
disrupt the cycle and redistribute margins to create a new paradigm of Business as Usual.

Inefficiency and exploitation in the supply chain
India’s handloom/craft sector is a RS 24,300 crore industry with more than 70 lakh artisans, half of
which are disbursed across 24,000 co-ops averaging a hundred members each. For insight into the
larger supply chain, its helpful to understand how margins are distributed to key players at the per
unit level. In the craft sector, artisans acquire raw materials for RS 100, utilize their skills to create a
finished good, and then sell them to traders for RS 110-120. The finished good is sold through
multiple layers of traders until distributors and retailers at the end of the supply chain purchase it
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for RS 160-180. The final price of the product to the consumers is around RS 250 to 300. As a
result, in the current supply chain, inefficient intermediaries in aggregate receive a margin of 150200%. Meanwhile, producers are seeing only 10-20% profit margins at best; at worst, producers
are forced to sell by weight, in lieu of quality, in order to remain solvent. Adding to their challenges,
producers often have to borrow funds to purchase raw materials, further impacting margins and/or
locking them into unscrupulous distributors who finance their materials. In addition to challenges
associated with pricing, multiple layers of intermediaries insulate producers from consumers,
leaving them unable to assess market trends to create differentiated products. Due to lack of
differentiation and the control of intermediaries within the supply chain, artisans are forced to
operate in a distorted market where their products are being sold as if they were commodities. This
inevitably leads to the question: Why are artisans allowing this to occur?

Why artisan products are priced like commodities
Most producers and co-ops are rural entities with very limited local reach and access to
capital. Without access to broader markets, there is limited competition for distributing their
goods, which means they have less power to demand a market-based price for their
products. Enter traders, who provide access and therefore impose structure on pricing, due to an
effective monopoly in the system. Traders can then force artisans to create goods at a standard
rate. Moreover, producers also lack access to the working capital necessary to procure raw
materials for their crafts. Knowing this, traders often provide raw materials outright or via a ‘lowrate’ loan in exchange for a producer’s buy-back commitment to sell the product below the market
price or margin. While the interest rates appear to be nominal, they are effectively very high. In
summary, monopolistic control of distribution channels and lack of working capital means
producers are only able to garner commodity prices and margins.

Why artisan goods are viewed as commodities by consumers
While the crafts sector has been in India for hundreds of years, it has not adapted well to the
changes of taste and preference of the modern era. As a result, producers’ skillsets are
anachronistic, which is leading to products ill-suited for the demands of a twenty-first century
market economy and that are therefore unable to receive a price premium. Moreover, due to a long
supply chain, producers lack the market insight and consumer feedback necessary to design their
products to satisfy market demands. As a result, producers have difficulty differentiating their
products based on demand to achieve a higher premium. As long as producers lack the requisite
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skills for a modern economy and remain insulated from the market, their goods will continue to be
trapped in a commodities cycle.

Breaking the cycle with market access – GoCoop
While traders fill a gap in the economy, they aren’t particularly efficient and are enjoying 150-200%
percent of the crafts margin. GoCoop aims to reduce this margin by eliminating layers of
intermediaries or middlemen through the
creation of a dynamic marketplace. GoCoop
is an online social marketplace platform
providing co-ops and producers the ability
to list and sell their products to larger
markets to realize a better price. Through
this platform, regional and national
marketplaces connect producers to complimentary suppliers, co-ops and wholesale distributors,
along with new B2B and B2C opportunities. In the handloom sector for example, this platform
enables the following supply chain linkages to occur:


Processed cotton is procured by Spinning Co-op mills to process and create yarn



Yarn is pre-processed in Dyeing units



Designers and other organizations provides designs to Weavers or Co-ops



Handloom Weavers/Co-ops produce fabric as per the designs



Traders, Retailers, Exporters procure fabrics from Co-ops or weavers



Local and regional garment manufacturers and consumers buy the fabrics

In addition to more control over margins, these linkages give producers the chance to interact with
the market directly. This provides an understanding of what customers want and the ability to
create differentiated products that will fetch a premium margin. To achieve this at scale, every part
of the GoCoop platform and experience is built for growth, from the cloud-based open source
infrastructure to the monthly subscription model requiring little or no initial investment. This
creates a marketplace able to reach more customers, have more influence and disrupt the supply
chain further. Through creating this marketplace, GoCoop has enabled a more efficient system that
gives co-ops the opportunity to leverage their services to pursue a higher premium and a more
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equitable share of the margin. In the next 5 years GoCoop is aiming to facilitate online trade and
sales for 20,000 co-ops, which would translate to at least 20 lakhs (2 million) families served.

Additional B2B and B2C examples
Another example of a company creating a marketplace to empower artisans is the eCommerce
company Crafts Villa. Aiming to become the ‘Etsy of Asia’, Crafts Villa cuts out the middle-man to
offer over 50,000 products from over 1,000 unique sellers. After a recent infusion of venture
capital, Crafts Villa is looking to expand to Thailand and Indonesia as well. To see additional
illustrations of B2B or B2C/eCommerce ventures disrupting supply chains to empower artisans, be
sure to check out the Artisans/Crafts category within Four Key Areas Transforming
Livelihoods where Indian Artisans Online, Nethaat, My Earth Store and many others are explored in
greater detail.

How Caravan is breaking the cycle through training and integration
While much of the Indian market has shifted towards modern mass produced goods, there is still an
appreciation for unique hand crafted items that come with a story. Fab India has been serving this
opportunity at reasonable scale for some years. Caravan has a new approach, utilizing market
insight and global-quality design expertise to create high quality products that receive a premium
in the marketplace due to their leveraging the expert designs with artisanal skills. In addition to a
high quality product, Caravan chose to incorporate the training of artisans into their business
model and brand identity. Since many artisans
do not have the skillsets necessary to produce
modern goods, Caravan steps in to help co-ops
acquire the skills and training necessary
perform in the modern market. They are able to
do this through a partnership with the National
Skill Development Corporation (NSDC), the
public private partnership created to help build
scalable, for-profit vocational training initiatives
(learn more about the NSDC and training &
placement services here). Once their members
are trained, co-ops are able to receive contracts from Caravan (and other vendors as well), along
with the necessary resources and designs to make higher value-add products. Due to their
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approach to sourcing, Caravan is able to offer consumers high-quality handcrafted goods with a
compelling backstory at a premium price.
Meanwhile, by cutting out the middlemen, streamlining their supply chain and fostering a
relationship with co-ops gives them control over their COGS (cost of goods sold). A higher price
point and greater control over COGS makes Caravan willing and able to share success with their
newly trained and equipped artisan co-ops via compensation exceeding the statutory wage
framework and materially improving the annual income of members. While artisans are not bound
in a formal arrangement, Caravan’s assistance with training, coupled with the margins they’re able
to share, engenders a level of trust and loyalty that is not common in the sector. Caravan is aiming
to train 350,000 artisans during the next decade. Two other similar examples can be seen
in Ecokargha, which provides market linkages and training to artisans before facilitating trade over
eCommerce and Eco Tasar Skills, which helps silk artisans manage the End-to-End process of
creating Fair Trade home textiles and fashion products.

Better Business, or, Business as Usual?
Through leveraging Caravan, GoCoop and other ventures in the space, we’ve given insight into how
companies are disrupting the exploitive cycle within the producer supply chain. While both models
enable producers and redistribute margins, they do so in significantly different ways. GoCoop gives
artisans access to new tools, services and markets based on the belief the free market will disrupt
the supply chain and redistribute margins in an equitable way. Meanwhile Caravan integrates the
supply chain themselves, ensuring artisans receive training and fair compensation. In both cases
the free market is utilized to disrupt the supply chain based on the intrinsic belief that individuals,
when given access to the market and choice, ultimately prefer a hand-up rather than a hand-out.
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MCOMMERCE: TRANSFORMING BUSINESS AS USUAL FOR
INDIA’S BOP
This article is about the ideal conditions necessary for mCommerce to transform how
an entire country does business. These conditions now exist in India.
mCommerce in India is primed to explode thanks to the increasing integration of the internet and
mobile technology into everyday life. In a country where two-thirds of the population is younger
than the national average of 26 and the most explosive growth of new internet users being nonurban, India has a young tech savvy generation of users whose first—and exclusive—means of
accessing the internet is over mobile phone. This is fostering a level of comfort with and demand
for mobile-commerce solutions unlike any other country. While the demand is great, India has a
generation of small businesses and individual service providers being left behind because they lack
the technical expertise and resources necessary to compete. Through creating new opportunities
for consumers mCommerce enterprises are disrupting traditional markets and enabling new
livelihood opportunities for millions in India’s service sector.

In the first of two articles, we focus on how mCommerce is Transforming Business As Usual For
India’s BoP by exploring how India is uniquely positioned for transformational change. This lays
the foundation for the second article, which demonstrates mCommerce companies and business
models Putting India’s Future in the Palm of Its Hand with mCommerce.

The Growth of mCommerce
Before diving into the future of mCommerce—mobile based commerce over the web—it is
important to understand eCommerce—electronic commerce over the web—in India.
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While eCommerce is growing fast, businesses are shifting their focus to mCommerce
Ecommerce in India is booming. In 2014 startups like Flipkart, Myntra and Snapdeal have received
hundreds of millions in funding and global retailers like Wal-Mart and Amazon have been jumping
into the scene as well. While eCommerce is on track to grow from $3.1 billion to $22 billion by
2020 and $75 billion by 2025 (China was 200 bn in 2013 for perspective), the continued
penetration

of mobile phones is leading the sector to transition from the question of ‘if’ to ‘when’ mobile traffic
will surpass desktop traffic. Evidence of this can be seen in India’s largest eCommerce marketplace
Snapdeal, who now gets over half of its sales from mobile transactions, up from just 5% nearly a
year ago.

Indians are young and Internet penetration is growing fast, especially in rural areas
In 2014 225M mobiles will be purchased in India, and many of these users will be accessing the
Internet for the first time. Today 42% of Indian homes have internet access in some form and there
are 930M active mobile connections accounts utilized by 200M unique mobile users. Last year twothirds of users—or 130M— used their mobiles to access the Internet and 20M shopped
online. While these numbers seem impressive on the surface, this Accenture image shows that
India’s internet penetration and online shopper market size are still very small in relation to their
potential. This is exciting because it shows the growth of mCommerce in India has just begun.
According to estimates by Accenture in their 2014 deep-dive into India ecommerce, number of
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internet users and mobile shoppers are expected to double to 400M and 40M respectively by 2016
and over 90% of these users will be using their mobiles to access the web.
While these numbers seem impressive on the surface, this Accenture image shows that India’s
internet penetration and online shopper market size are still very small in relation to their
potential. This is exciting
because it shows the
growth of mCommerce in
India has just begun.
According to estimates by
Accenture in their 2014
deep-dive into India
ecommerce, number of
internet users and mobile
shoppers are expected to
double to 400M and 40M
respectively by 2016 and over 90% of these users will be using their mobiles to access the web
While these numbers seem impressive on the surface, this Accenture image shows that India’s
internet penetration and online shopper market size are still very small in relation to their
potential. This is exciting because it shows the growth of mCommerce in India has just begun.
According to estimates by Accenture in their 2014 deep-dive into India ecommerce, number of
internet users and mobile shoppers are expected to double to 400M and 40M respectively by 2016
and over 90% of these users will be using their mobiles to access the web.

Mobile-First internet access and penetration
Due to the challenges associated with India’s infrastructure, and the increasing availability of
affordable mobile devices, India’s fastest growing area of new internet users are coming out of rural
areas or Tier 2 or 3 cities. From October of 2013 to June 2014 for example, rural penetration is on
track to grow by 7 million users from 25M to 32M. This is important because it means India’s new
internet users are skipping hardline connections to access the internet in a ‘mobile-first’ capacity on
their phones. The mobile-first distinction is significant because the majority of mobile-first
consumers utilize mobiles as either their primary or exclusive connection to the web. In 2013, 34%
of Indians exclusively accessed the internet on their mobiles.
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Mobile-first use and a young population are creating a unique market
In addition to a growing population of mobile-first users, one other significant factor impacting
mCommerce is age. With two-thirds of India’s population sitting below the national average age of
26, purchasing products and services is becoming second nature for a significant portion of Indian
consumers. Thanks to their “carry it
anywhere, everywhere”
convenience and accessibility,
mobile phones are passing laptops
and PC’s to become the medium of
choice for accessing the web. This is
significant because India’s
mCommerce user base is composed
of a new and growing generation of
users who are comfortable
shopping and buying on their
mobiles. In this study of Indian
consumer preferences 40% of smartphone owners had already purchased over a mobile device—
double the global average of 19%. In addition, half of the consumers preferred purchasing over a
mobile optimized site while 38% preferred shopping on an app. These usage and preference trends
are significant; in retail for example, mobile users are more likely to be repeat customers and to
place larger orders than their eCommerce desktop counterparts.

The next generation of users is starting to prefer mCommerce…and they want
more!
Indian consumers are not just comfortable with mCommerce as a medium for purchasing; they are
starting to prefer it. This growth, coupled with changing global perspectives towards social media
or even the sharing economy, is creating a consumer base ready for a new generation of mobilebased goods and services offerings unimaginable just 5 years. (for a great insight into next
generation services, check out Trust in the Sharing Economy from Wired)

While the demand is large, consumers can’t find a match for their needs
Over 90% of India’s economy is informal and fragmented. Rather than being met by one large
market of supply choices commensurate to India’s size, consumers are constrained to small local
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offline markets where choice and market competition are limited. Without a viable, centralized
place to shop for and compare services, consumers are limited to word-of-mouth referrals and local
reputations. Once connected, they face inconsistent quality and a lack any way to provide feedback
or seek retribution for poor services. As a result, shopping for quality services is time-consuming
and inefficient.

How independent service providers and small businesses are being left behind
India’s small informal markets are not only a problem for consumers – they also tie the hands of
small businesses and individual service providers. As India’s tech-savvy consumers are becoming
more complex and sophisticated, so are their standards. Unfortunately, small businesses don’t have
the operational understanding, technical expertise and financial resources necessary to find and
satisfy these customers. The challenge of finding enough customers leaves most small businesses
struggling to make ends meet. As a result, they don’t have the time or energy to create
differentiated products, let alone leverage the advantages of being small, flexible and nimble. Lack
of market access, coupled with the inability to differentiate, leaves small businesses trapped in noncompetitive markets that support inefficient business models and inequitably distributed margins.

Addressing the gap
At the onset of this article, we set out to explore the “ideal conditions necessary for mCommerce to
transform how an entire country does business” and that “these conditions now exist in
India.” While India has a young tech-savvy generation of mobile-first internet users who are
comfortable with and increasingly prefer mCommerce, consumers are constrained to small local
offline markets with limited competition and inconsistent quality. At the same time, in the midst of
a growing and increasingly complex economy, India’s service providers and small businesses are
being left behind because they lack the market access, technical expertise and resources necessary
to compete. mCommerce is uniquely positioned to fill this gap between the demand of India’s next
generation of consumers and the supply of small business.
In the next article of this report, tangible examples of—and insight into—how mCommerce
enterprises are using mobile platforms to provide India’s BoP small businesses with the support
and expertise necessary to leverage their unique attributes (size, flexibility, location) to create
differentiated, high-quality services.
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MCOMMERCE: WHY INDIA’S FUTURE IS IN THE PALM OF ITS
HAND
How mCommerce ventures are filling the void between the demand of India’s young
tech-savvy consumers and the supply of India’s BoP small businesses & services
providers.
In the first article of this mini-series mCommerce: Transforming Business As Usual For India’s BoP,
we set out to explore the, “ideal conditions necessary for mCommerce to transform how an entire
country does business” while demonstrating “these conditions now exist in India.” India has a
young tech-savvy generation of mobile-first internet users constrained by small local offline
markets with limited competition and inconsistent quality. Meanwhile, India’s BoP small
businesses and service providers lack the market access and technical expertise necessary to
compete and are being left behind. mCommerce businesses are uniquely positioned and equipped
to bridge this gap. This second article mCommerce: Why India’s Future is in the Palm of Its
Hand picks up from here, jumping directly into the specifics to demonstrate how mCommerce
platforms are being created and used to fill the void between the demand of India’s young techsavvy consumers and the supply of India’s BoP small businesses and service providers.
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Filling the Void
mCommerce platforms provide businesses the
support and expertise necessary to leverage their
unique attributes (size, flexibility, location) to
create differentiated, high-quality services. By
enabling this level By enabling this level of
customization at the micro level, at the macro level,
they provide consumers with levels of choice that
normal businesses cannot. Knowing the importance
of customer experience, mobile web pages and
Apps are intentionally designed to be simple, intuitive, and easy to use. To compliment ease of use,
they are designed to utilize customer feedback to weed out bad services. This allows mCommerce
ventures to provide customers with direct access to a large market of quality services and an easy
way to seek, find and choose from a those services. While this sounds good in theory, it’s even
better in practice.

Addictive services and repeat customers
The more convenient an experience, the more likely consumers will incorporate the services into
their everyday lives. Understanding this, mCommerce ventures are focusing to create simple,
intuitive user interfaces and streamlined experiences. A great example of this is seen in one online
recharge space within one of India’s largest mCommerce players, PayTm. PayTm offers an entire
marketplace of recharge and payment options to 12M registered users who complete over 7M
orders per month.
In this article on painless online charging, one analyst commented on the importance of design to
their success when he explained, “What separates Paytm from the crowd” of other online charging
and payment options “is its utterly simple user interface and its commitment to design that inspires
a sense of confidence.”
Beyond a slick interface and a clean design, the Paytm system is designed for remarkably intuitive
and simple user experience. When a customer starts entering their mobile number, PayTm’s
system automatically recognizes the consumer’s carrier and is able to automatically populate
information during the rest of the interaction (the image below showcases the simplicity around 3
easy steps for mobile payments).
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When a customer starts entering their mobile number, PayTm’s system automatically recognizes
the consumer’s carrier and is able to automatically populate information during the rest of the
interaction (the image below showcases the simplicity around 3 easy steps for mobile
payments). With this attention to detail, it is not surprising to learn they are publicly pursuing lofty
goal of becoming the first mCommerce or eCommerce venture to process 1 million orders in a day
by 2016.
Beyond making the experience more enjoyable, an intentionally designed user experience is
especially important within the context of repeat businesses and customer shopping patterns. In
the food delivery space for example, Rohit Chadda, co-founder of FoodPanda points out that
customers, “ordering from the app are more likely to be repeat customers and are also much more
likely to place a bigger order” than their eCommerce customers.

Disrupting markets with new levels of convenience
In addition to an optimized experience, mComm platforms are providing the operational support
and logistics necessary to create innovative services with new levels of convenience and
quality. The US startup YourMechanic provides a great illustration of an mCommerce
player disrupting a current market to provide consumers and service providers with new
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benefits. Known as the ‘Uber’ of car maintenance, YourMechanic is an auto repair marketplace that
enables licensed mechanics to fix user’s cars at their home or office. Today mechanics only receive
about $20 an hour and are only paid while they are on the clock; meanwhile the majority of
consumer payment goes straight to shop owners.

YourMechanic cuts out shop owners, redistributing margins in the forms of savings to customers
and added income for mechanics. By creating a market and taking care of the logistics,
YourMechanic takes care of the calendar and appointment on their App, before securing the
necessary parts for repair from distributors which are drop-shipped. The result:


Customers enjoy a new level of convenience, guarantee of quality and savings between 3050%



Mechanics earn $75 an hour—three times as much—and can now augment their income



YourMechanic earns 10-15% off the drop-shipped parts and 10% of the mechanics fee.

Why is this type of model significant for India’s BoP? In this example, an mComm is innovating to
disrupt the current low-wage cycle in place through the development of a new marketplace, service
and platform which enables individual service providers to earn a significantly better income. They
accomplish this by replacing the:


Need for a physical brick-and-mortar shop (and rent)
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Marketing costs associated with bringing in customers



Cost of admin support to handle a calendar and logistics



Capital necessary to have parts on hand (and the space for storage)

In a country where 93% of jobs are informal and 84% of businesses are part of the unorganized
sector—unincorporated enterprises employing less than 10 individuals engaged in services or
manufacturing—these types of disruptions have the potential to impact millions.

Bringing order and quality to the chaos of urban commuting
Another example of an mCommerce player enabling service providers to create convenient and
quality services can be seen in the transportation space. Indian commuters seeking transportation
struggle to find rides when they need them, often facing inconsistency when drivers refuse fares,
run the meters, or are rude in general. To address this market opportunity, mCommerce players
are stepping in to enable service providers so they can offer convenient and quality services. A few
recent entrants into this space offering Uber-like services in India are AutoRaja, Taxi For Sure, and
mGaadi.

The Bangalore auto rickshaw mGaadi provides consumers a quick and easy way to find a quality
rickshaw at a standard price. Through their mobile android App, consumers are able to (pre) order
rides, pay for services and rate their individual driver and experience. Rating the user experience is
significant, through tying the quality of a ride to an individual experience and driver, mGaadi is
functionally able to crowd-source quality control. This allows good drivers the opportunity to earn
more fairs and a better living while those with poor ratings are removed.
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In addition to ensuring a higher standard of quality, the mGaadi platform provides the technical
expertise and operational support necessary to coordinate mGaadi’s drivers. Thanks to a high
standard of quality, increased traffic and a small premium, mGaadi drivers are able to earn a higher
income. While YourMechanic and mGaadi are enabling individual service providers, mCommerce
ventures are also developing platforms with the built-in support necessary to help small businesses
succeed.

Equipping the little guy to compete
In India there are over 1.5 crore (15 million) Kiranas and small stores being left behind because
they lack the operational expertise necessary to compete with larger and more sophisticated
businesses (see what global heavyweights entering India are up to in Walmart Planning ECommerce Marketplace to Enter India, Challenges eBay, Amazon by TechCrunch). Jiffstore provides
a mobile App that allows buyers to order household provisions from Kirana stores with home
delivery.

Through a simple mobile interface, consumers are able to browse thousands of items on their
mobile before placing an order and having items delivered. While small shops lack the
technological and operational expertise necessary to support this type of service, Jiffstore provides
kiranas an easy way to manage their inventory, interact with their customers and to automate their
business. Through their services, Jiffstore is providing the market with a new type of service and
giving kiranas a new way to leverage size and location to engage their customers and to increase
their income.

Going beyond services to create new ecosystems
While Jiffstore is making a new type of service possible, mCommerce ventures are taking this to the
next level in other sectors and creating new ecosystems of complimentary services. In the food
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sector for instance, Zomato is a portal for restaurant
listings and reviews. While successful in 11 countries
and aiming for 22 in the next two years, Zomato has
kept their services limited, meaning once customers
have read the menu and seen the reviews, they still
have to call in, order and pickup the food
themselves. Enter the food ordering and delivery space
with ‘food distribution’ companies like
Foodpanda, JustDial, JustEat and TastyKhana. In 2012, India’s delivery market was Rs 1,000 crore
and expected to grow up to 6,000 crore by 2017; 10-12% of which is online ordering. This is
significant when players like JustEat report their number of users are doubling year over year.

Putting the Future of Commerce in the Hands of the Consumer
mCommerce in India has a unique opportunity to transform how a significant portion of India’s BoP
does business. The makeup of India’s young tech-savvy population, the growth of mobile-first
internet penetration, and the carry-it-anywhere, everywhere convenience of increasingly affordable
mobile phones have created market demand for simple and convenient mCommerce services.
mCommerce players understand this and are leveraging their expertise to put a new generation of
high quality opportunities into the hands of the consumer. Technology alone however will not
bridge the gap between the growing demands of consumers and the supply of BoP service
providers which is lagging behind. By delivering platforms, resources, and access to technological
expertise, mCommerce ventures are disrupting established business verticals and putting
the opportunity to compete into the hands of India’s BoP. In doing so, they are creating dynamic
new services and marketplaces with the potential to transform the livelihoods of millions.
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