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Gartner defines BPO as “the delegation of one or more IT-intensive business processes to external provider that, in turn, owns, administrates and manages the selected processes based on defined and measurable performance metrics”. 

This final report presents the accomplishments and major findings/learning of the project entitled “Piloting Business Process Outsourcing through Rural Telecenters” after twelve months of its implementation. The piloting initiative at rural location was undertaken by Drishtee Foundation with the support of International Development Research Centre (IDRC) under Contract No. 104023-001, and was initiated on 20th March, 2007.

Rationale

Business Process Outsourcing (BPO) is a large growing business, worth $ 11 billion today and set to cross $30 billion by 2012 (NASSCOM), that has utilized ICT as an enabler to transform the business operations. ICT has moved the business processes to onshore and offshore destinations. India has become the most favored destination for outsourcing operations and more so due to its skilled manpower, cost advantage and appropriate infrastructure. 
Urban India has exploited opportunities originating from BPO business in a substantial way and has set-up BPO centres in metros/big cities and now headed towards tier-II and tier-III cities for cost advantage; will villages be the next outsourcing destination? In rural India, can the large talent pool be tapped through existing telecenters network?

BPO initiatives in India have thus far not realized the potential of rural telecenters as providers of BPO services: the telecenters’ power of shared computing has not been considered as a tool for building a decentralized system to provide BPO services. Combining the power of shared computing with BPO opportunities - can create avenues for channeling income/employment opportunities to rural educated youths by enhancing their skill-base, support telecenter owners in achieving sustainability, and help bring technology-induced socio-economic change to rural India.
Piloting Initiative

It is in this light that a Piloting initiative in Saurath village (Madhubani, Bihar/India) was taken up by Drishtee Foundation with the support of International Development Research Centre (IDRC) - to pilot test the Rural BPO Model involving telecenters and understand the viability and challenges in outsourcing business, with a view to create skill-based employment opportunities for rural educated youth, channeling economic opportunities to rural community, and help develop a sustainable business model for replication in other parts/rural areas. 

The specific objectives of the project are as follows:
1. To conceptualize, implement and test viability of BPO services through telecenters in rural areas as an avenue for creating employment opportunities for the rural youth and enhancing rural economy;

2. To develop a sustainable business model for rolling out BPO services in Drishtee telecenter network; and
3. To develop a comprehensive framework for scaling-up rural BPO services in Mission 2007 telecenter networks.   
The Piloting initiative enabled Drishtee to evaluate the viability of the model designed, understand business dynamics including challenges, requirements, and managing business processes, and to pave the path towards the phase of scaling up. 

This final report presents the implementation steps, accomplishments, major findings/learning during piloting, and the important tools/models developed for scaling-up and replication in other parts of rural India. The report provides essential ingredients and critical insights into the processes leading to a successful scale-up. It can help those involved in planning, deployment and managing sustainability of such rural BPO operations through telecenters in their own communities/telecenter network - to create employment options for rural educated youth by enhancing their skill-base, accelerate community development and social mission through telecenters.
The report is divided into five chapters including introduction: chapter two discusses the Rural BPO Model and implementation steps; chapter three presents the accomplishments, learning, impact and sustainability issues; chapter four presents the tools and business model developed for scaling-up and managing sustainability; and chapter five with conclusions and path to follow in the future.

CHAPTER - 2
PROJECT IMPLEMENTATION & MANAGEMENT
The Piloting Project ‘Rural BPO Services through Telecenters’ was undertaken by Drishtee  Foundation (in short Drishtee) to implement and test the conceptual ‘Rural BPO Model’, developed earlier through research effort as-well-as to understand viability of BPO services through telecenters; as an avenue for creating employment opportunities for rural youth and its impact on rural economy. 

The key issues being tackled through this piloting initiative are: Whether (1) Rural BPO services through telecenters are viable using the ‘Rural BPO Model’, (2) it helps in channeling income/employment opportunities to rural educated youths by enhancing their skill-base, and (3) it can accelerate community development and social mission through telecenters, when scaled-up and replicated.

Based on the project scope/objectives and considering the telecenters capabilities in rural India, this Rural BPO Piloting initiative needed a detailed planning and project management strategy for implementation as-well-as considerations of factors like - BPO services model selection, infrastructure requirements, technology factors, skill-set availability at village level, jobs suitable for rural BPO, capability of telecenters, selection procedures for operators and telecenters, training and skills development, challenges and opportunities in rolling out rural BPO services, etc. 
Based on the project management approach, the Piloting Project was divided in two phases: Phase I to set-up the Regional BPO Center (RBC) at rural location for imparting training and rolling out BPO services; and Phase II to link/integrate 3 Telecenters to RBC for pilot testing BPO services through telecenters. 

Before going into the project implementation details, it is imperative to understand the Rural BPO Services Model piloted (conceived from Drishtee’s earlier research project) and the Project Location.
This chapter highlights and discusses in detail the Rural BPO Model frame-work, project location, project implementation (Phase-I & Phase-II), and challenges faced in piloting BPO services through rural telecenters.

2.1 Rural BPO Services Model 

The Rural BPO Model conceptualized and tested during piloting follows a three-tier structure consisting of following elements:

· At the first/bottom level are local Telecenters (TCs) – run by village entrepreneurs, who hire and train the BPO Entrepreneurs, engaged on a self-employment basis, to carry out the BPO jobs at TC. First level quality check is performed at TC level before delivering jobs to the Regional BPO Center (RBC).
· At the second/middle level is the Regional/Rural BPO Center (RBC) - Drishtee owned: It is linked to telecenters (TCs) for job allotment and quality assurance of BPO jobs and to Head Office for final deliverables. It operates and manages the BPO jobs (data-based and voice-based jobs), as per quality guidelines, both at its own-end as-well-as those of the linked telecenters (TCs). 

· At the third/top level is the Head Office/Central Hub at national level (at Noida):  It is linked to the RBCs and responsible for scale-up, overall management of RBCs, liaison with Clients, business development, quality assurance & training policies, accounting, monitoring and other control functions.

The figure below depicts the conceptual frame-work of the Rural BPO Services Model, and is followed by considerations on the model.

        Figure 2.1: Rural BPO Model
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· The Rural BPO Model is essentially a self-employment model, where Drishtee acts as a facilitator of business, but the onus of increasing the earnings lies completely with the BPO Professionals.
· The model assumes at-least 95% quality level to clients, taking into account the 2 levels of quality checks in place; first-level at Telecenter (TC) and second level at Regional/Rural BPO Center (RBC).
· The Regional/Rural BPO Center (RBC), with state-of-the-art infrastructure setup, will house 20-26 BPO entrepreneurs (BPOers) who will use the infrastructure of the center for BPO services delivery; where-as each rural Telecenter will have maximum 3 BPOers for operations. 

With improvement in performance level, these BPOers at RBC may be promoted to Quality Assurance professionals (QA Nodes), for quality assurance and managing telecenters jobs. 

· Skill set of rural entrepreneurs (BPOers) will be available locally and can be trained for required BPO Services, enabling the person to earn near home, on hourly/piece rate basis, working 8 hours a day and 25 days in a month. 

· A small part of BPOers earning will be shared with the BPO Center/Telecenter Owner as payment towards access/usage of the infrastructure provided to earn livelihood.

Benefits of Rural BPO Model
The Telecenter based Rural BPO Model which provides ownership to its stake-holders (including BPOers), has the following advantages:-

· Location in rural areas provides opportunity for rural BPO units to offer low cost local solutions; reduces infrastructural investment and operations cost;
· Partnership approach with telecenters helps strengthen the network and builds confidence by sharing responsibilities and revenues;
· Can lead to higher motivation, faster learning, improved work efficiencies, absence of attrition and higher individual earnings;

· Model is flexible, scalable and holds potentiality to enhance income generation opportunities for rural educated youth and village entrepreneurs (BPOers) as-well-as strengthen the telecenters movement in rural India; 

· Vast telecenter network availability, low investment cost, sense of business ownership and absence of attrition are the expected strengths offered by the rural telecenters to render BPO services. 

Having finalized the organizational/services model, the next important step was selection of piloting location to setup the Regional BPO Center (RBC) and piloting rural BPO services.

2.2 Piloting Location - Saurath
Piloting the model at rural location will help to understand the rural scenario better for initiating BPO services through telecenters. 

Among the possible rural locations, Saurath village (in Bihar/India) was selected as an ideal location for piloting rural BPO initiative on account of followings:-

1) Typical Indian village, considered ‘backward’ and lacking employment opportunities, but having potential for growth.

2) Location showing ‘sustainable’ for rural BPO services on applying the Viability Evaluation Tool (from research study) for the location.
3) Presence of large number of Drishtee telecenters (11 nos.) within a radius of 35 Kms.
4) Suitable infrastructure base available for initiating piloting/rural BPO services.

5) Availability of educated (graduates/post-graduates) young work force in the area.

6) Suitable computer literacy level observed in target talent pool and in adjoining areas.

7) Willingness of educated youths and telecenter owners to participate as entrepreneurs in piloting.

8) Considering above points, if rural BPO succeeds here it can work anywhere in rural India.
A brief demographic profile of the project location and some facts on Drishtee’s Telecenter network is as mentioned below.

Demographic Profile of Saurath
Saurath is a backward village, situated some 25km away from the Indo-Nepal border, with a population of around 6,000 and agriculture as its main source of income. This village is not too different from a typical backward village in India; the only differences are its relatively higher literacy rate of 50.2% and the fact that it is situated in a flood prone area. 

In economic terms, more than 60% of total households in Saurath have a monthly income of less than INR 2,500, and around 48% live below the poverty line. Although the village is electrified, just 30% households have electricity connections, with poor grid-supply condition (6-8 hrs per day). Poor medical facilities and absence of employment opportunities near village are the major problems faced by villagers. Due to lack of employment opportunities, majority of the young people from this village are migrating to cities to earn livelihood.
Saurath village presented a good scope for piloting in terms of manpower availability and connectivity requirements, and piloting proved it was a good selection to locate the Regional BPO Center (RBC). However, challenges inherent to rural areas of India were present during piloting, which are discussed separately at section 2.7 under ‘challenges faced during piloting’. 
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             A farmer’s house in Saurath village 
              Makhana Cultivation (in ponds) at Saurath
2.3 Drishtee’s Telecenters
Rural Telecenters came up as an attempt to reduce the digital divide and apply ICTs for empowerment, development and rural transformation, especially in developing and underdeveloped countries. These community/technology centers provide ICT based info-services to help villagers improve living standards by expanding livelihood options and empowering them with information, goods and services. 

Today, Drishtee’s network has more than 2600 Telecenters (ICT Kiosk equipped with computer and internet connection) spread out in remote villages (of 8 states) of Assam, Bihar, Uttar Pradesh, Haryana, Madhya Pradesh, Manipur, Orissa and TamilNadu. These deployed telecenters, owned and operated by local village entrepreneurs, are delivering technology-led community services in verticals like Education, Health, Insurance, Micro-finance, e-Commerce, Agriculture, e-Governance and other local services. It has a multi-dimensional impact on rural community because of its focus on sustainability, scalability and entrepreneurship. 
                                          [image: image2.jpg]45/28/2165




                                             Inside view of a Telecenter in Madhubani
The vast network of Drishtee telecenters is impacting the rural life - by providing access to ‘shared-computing’ and ‘technology-led info-services’ to the community which was not available earlier. It has also opened up income/livelihood opportunities for local entrepreneurs, near home. Coupled with BPO opportunity, these rural telecenters can help propagate a change deep in to villages and channelize economic opportunities to rural educated youths; contributing to socio- economic growth of rural India. 

The pilot telecenters for the project, were selected from Drishtee’s telecenter network; all situated in the proximity of RBC at Saurath (within 35 Kms radius), so that these pilot telecenters could be closely monitored and tested for rolling out BPO services. The next sections detail the piloting activities carried out in each of the two phases of the project, and the challenges faced.

2.4 Piloting Phases

The piloting was carried out in two phases, each having its milestones and activities, as depicted in the table 2.1 below.  An extension for the project period was granted by IDRC, on request of Drishtee Foundation, extending the duration of the project until March’08.

The piloting was divided into two broad phases:
· Phase I   - Set-up RBC & Roll-out BPO services ( Apr 2007 – Oct. 2007)

· Phase II - Involve TCs & pilot-test BPO Services (Nov. 2007 – Mar. 2008)
Phase I consisted of setting up the RBC at Saurath and taking it to operational phase for delivering BPO services. After setting-up and streamlining the functions at RBC  on a stand-alone basis for some time (2-3 Months); the pilot TCs were linked to extend/pilot-test BPO services through telecenters in Phase II, as-well-as to help develop Business Model and understand sustainability. 

The main activities in these two piloting phases are listed in the Table 2.1 below.

Table 2.1: Activities in Piloting Phases 

	PHASES
	ACTIVITIES
	ACTIVITY TIME 

	PHASE I :

a) Setting Up  Regional BPO Center (RBC)   
b) Rolling out BPO Services from RBC
	1)   Finalize Piloting Model


	0.5 M

	
	2)   Infrastructure Set-up at Regional BPO Center(RBC)


	2.0 M

	
	3)   Manpower  Selection


	1.0 M

	
	4)   BPO Skills Training & Interact with Clients for BPO jobs

	2.0 M – Contd.

	
	5)   Processing BPO Jobs


	After 3rd M 

&  Contd.

	
	6)   Monitoring & Recording BPO Activities


	Since start

	PHASE II:

a) Linking  TCs & pilot-test the Rural BPO Services 

b) Research to develop tools and business model for scaling-up 
	1)   Select 3 TCs to link 

	0.5 M

	
	2)   BPO Skills & QA Training for TCs  &  BPOers 

	1.5 M

	
	3)  Link & roll out BPO services through 

     Drishtee’s  pilot TCs 
	0.5 M

	
	4)   Finalize Tools &  Models for Scaling-up 
	2.0 M

	
	5)   Finalize business model & prepare plans to offer Rural BPO services Model to TCs in Drishtee’s network and  Mission 2007 Partners network
	1.5 M


          Note:  M = Month; Some activities running simultaneously.
The rural BPO services piloting project went closely as per schedule and achieved the milestones planned. The activity times provided may serve as a guideline for others who would like to venture into such project initiation. The activities under each phase of the piloting project undertaken have been briefed below.

2.5 Phase I: Activities 
Phase I activities primarily focused on implementation and taking to operations the two top-layers of the services model: Head Office (HO) and Regional BPO Center (RBC).

1) Setting-up RBC (Regional BPO center)
The Regional BPO Center premises (on rent) at Saurath, complete with infrastructural set-up, including staffing and a guest-house arrangement, was made ready by 16th April, 2007. The RBC was equipped with required hardware and software for initiating BPO services. The technological constrains, in making the RBC fully functional, constituted a major challenge while taking it to operational stage. The infrastructural set-up at RBC is as follows:

RBC Infrastructure: 
26-Seater BPO Center premises (at Saurath) was set-up, on a rented space of 550 sq.ft. area; with separate rooms/areas for Data-based jobs, Call Center and Training.

To start, RBC was equipped with required furniture, hardware and software - 20 PCs, 2 Printers, 1 Scanner, Headphones, LAN Network, Software installing, Switches, Internet connectivity (512 kbps connectivity using VSAT and ISDN lines), Router, Telephone connectivity (BSNL and Reliance), Emergency Power Backup (with 10 KVA Diesel Generator Set / Gassifier Unit), Circuit Inverters, UPS (for power quality) and Data-Backup arrangement.
2) Manpower Selection

The BPOers selected from locally available educated youth (preferably with some exposure to computers) were put on IT Skills and BPO Jobs Training (2-3 months) at office premises, as they lacked the minimum desired typing speed and accuracy level, and were also low on English proficiency. The managerial staff recruited was from outside the village, as they required some experience in their respective field. Manpower recruitment activity started early around February 2007 to match the BPO Operations rolling (scheduled in May’07).
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              Saurath BPO Center (RBC)


     The BPO Team at Saurath
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         Trainees at Saurath BPO Center
              BPOers working at Saurath BPO Center (RBC)
The Table 2.2 below shows the Manpower selected for HO and RBC, department-wise, for rolling out BPO services from the center. 

       Table 2.2: Manpower at HO & RBC

	LOCATION
	DEPARTMENT
	MANPOWER REQUIREMENTS

	HEAD OFFICE – 

CENTRAL HUB
	  Management
	  COO (1)

	
	  Business Development
	  Manager  (1); Executive  (1)

	
	  Quality Assurance
	  Manager  (1) ;  Executive (1)

	
	  Training
	  Manager  (1)

	
	  Administrative
	  Accountant (1)

	BPO CENTER – 

REGIONAL HUB 
	  Management
	  Center Manager (1) ; Supervisor (1)

	
	  Quality /Training
	  Supervisor (1)  

	
	  Administrative
	  Admin. Assistant (1) ; Attendants (2)

	
	  Other Staff
	  Electrician (2) ;- Security Person (1)

	
	  Voice Services 
	  Call– Center Operators (4)

	
	  Data-based Services
	  BPOers/QA Nodes (8)


        Note: All figures are in Numbers for Start-Up only. 

    

     Abbreviation used for manpower category: BPOers = BPO/Data Entry Operators; 

                 CCoper = Call-center Operator; QA Node = Quality Assurance person. 

 Additional requirements of manpower when rolling out the 2nd shift, in future, to include:

       At HO   :  (1) Quality Executive & (1) Business Dev. Executive (Start of 2nd year)

       At RBC :  (1) Quality/Training & (1) Attendant (Start of 2nd year)

At RBC, based on the enhancement in performance level, the BPOers are promoted to QA Nodes for undertaking quality assurance and managing telecenters jobs.

3) Organization Structure 

To start with, the organization structure framed for managing rural BPO Services through telecenters is as shown below.

4)  BPO Skills Training

The skill-base and productivity level of BPO Entrepreneurs/operators (BPOers) is critical to the success of BPO services through telecenters as-well-as to help raise earning potential of all the stake-holders; so selecting and properly training the BPOers plays a vital role in making the Rural BPO Model a success. 

Building capacities of the newly recruited educated rural youths for BPO Jobs was another major challenge during piloting, as they lacked appropriate skills to undertake even low-end jobs. 

Training to BPOers, for skill-level enhancement to match BPO operations, was imparted (lasting 2-3 months) prior to putting them on operation and delivering BPO services. The training modules were defined in accordance to the skill limitations presented by the selected BPOers in Saurath; an important learning point for achieving better quality and productivity. The training modules comprise of:-
· Induction on BPO
· Computer/Key-board skills 

· Typing Speed & Accuracy (to achieve at-least 40 words/minute) 

· Language skills (written & spoken English)

· Basic numeric & commercial ability 

· Communication skills

· Behavioral skills & Office etiquettes

· Basics on Quality Assurance
· Trails / Mock tests

· Voice Accent 

Additionally, on-process training on most of these points was imparted to ensure that the skill set is continuously raised and maintained - to meet the client’s quality standards; and it included:

· Good Knowledge of BPO jobs/services
· Quality standards to maintain

· Records Maintenance 

With the manpower selected, deployed and trained, the next step to follow was to start processing BPO Jobs.

5)  Processing BPO Jobs
For the BPO Piloting project, keeping in mind the skill-set availability at rural location and training cost involved, it was considered best to start with low-end BPO jobs. The two broad categories of BPO jobs taken-up during piloting and underway are Data based jobs (carried out by BPOers) and Voice based jobs (carried out by CCoper). 

Data-based Jobs:
· Data Entry & Processing (For Govt./Pvt. Clients)

· Text & Data Editing (using online application software of client)

· Digitization (Converting text, images to electronic form)
· Translation from English to Hindi and vice-versa

· Banking & Insurance Claims processing (Life/Non-life/Health/Auto etc.)
Voice based Jobs:
· Regional Call-center

· Sales/Technical Support

· Product/Services Information

· Complaint Handling

· Tele-Marketing
Reasons behind why these low-end jobs have been taken up initially are-

· Easy availability of manpower at rural end for the low-end jobs, which requires low skill-set.
· Low manpower cost can help sustain the current operations easily, though the margins are thin for such jobs. 

· The hardware requirement for low end jobs minimizes the investment cost.

· Training cost at Telecenters/BPO units will be very low for such jobs. 

Data-based jobs currently being offered at the RBC include Data Entry, Data Editing, and Digitalization jobs; for a total of three clients including one foreign. 
Voice-based jobs being processed include services/technical support to Telecenters of Drishtee’s Network, product/technical support for Sugar-cane Farmers (as per contract signed with State Government of Bihar), Telesales of insurance products for MetLife Company, and other call-center services; for a total of six clients, including two foreign.  

Once the rural BPOers skill-set improves and the stakeholders (entrepreneurs and clients) gain confidence, slowly the high-end jobs can be pursued.
The major challenges for the above data-based or voice-based jobs were, translating the customer needs into suitable documented Quality processes and related Training needs and its implementation, so as to provide quality services in a cost-effective manner.
6)
Records Maintenance & Data Backup

Based on the activities being undertaken for BPO Operations the necessary records are being maintained for analysis on productivity, effectiveness, challenges/problems faced to help find solutions for sustainability. Necessary formats and monitoring tools were designed during this phase to supervise and keep the project under control as-well-as to help develop the sustainability model. 

For Data-Backup and Data-security, arrangements made at the RBC to protect the data from possible damages. Daily back-up of data is taken and stored on an external server installed for the purpose. Necessary security measures, as practicable for the location, are taken to protect data from damage/loss; thus guaranteeing data security for clients and proper storing of the work of BPOers and CCopers. 

Numerous challenges and problems were faced during Phase I of implementation stages/activities, which the project team collectively solved in consultation with the top management and subject matter experts, so as to pave the path for project progress and keep it on track. Some of the major challenges and problems faced have been highlighted separately at the end of this chapter.

Once the RBC was operational and able to stand on its own, the next step was to link the pilot TCs to the RBC, in accordance with the organizational model of providing BPO services through rural Telecenters.

2.6 Phase II: Activities 
Phase II (Nov. 2007 to Mar. 2008) activities primarily aimed at –

(1) Selecting/Linking 3 nos. TCs to RBC for pilot-testing rural BPO services through 

      telecenters and understanding the business dynamics; and 

(2) From piloting experience, to help develop the framework and sustainable 
     business model for scaling-up and replication, in other parts. 

Phase II of piloting explored the capacity of 3 TCs to deliver BPO services, and the learning and findings form this phase also contributed in defining issues to analyze for scaling-up with sustainability, which will be discussed in subsequent chapters of this report. The section details the activities related to piloting of BPO services involving the pilot telecenters.

1)  Selecting Pilot Telecenters - to link to RBC
Selecting the suitable telecenters (TCs) for piloting purpose, from Drishtee’s existing telecenter network, was an important task as it needed to consider certain criteria for selection. Below is the general criteria used for selection of the pilot telecenters:
· Location: It was considered best to link TCs located nearby the RBC, so that it could be closely monitored and tested during piloting.  
· Time of Establishment: The TCs that are in operation since long and have proven expertise in managing the center with service offerings to community will be the most suitable. 

· Technological Infrastructure: At least 2 PCs with good internet connectivity was the requirement for TCs to be linked in this phase.

· Economic Performance: TCs preferred which shows higher/continuous revenue earnings, a sign of confidence for Drishtee when looking for partners to embark on a new project.

· Rural Talent Pool: Youth population with computer literates at the telecenter location are important factors, as the training needs for these literates will be less compared to others. So telecenter offering computer education as a service was preferred than others, as it can easily hire and train the BPOers from their passed out students.
· Willingness of TC owner: Willingness of TCs to participate for piloting is required. Hence, after short listing the TCs that fits the purpose, Drishtee had conversations with TC owners to evaluate their willingness and only after receiving positive responses the linking was carried out.

Based on above criteria, the 3 nos. telecenters were selected for pilot testing which are situated within 35 Km. radius from Saurath; the nearest one being 8 Km. at Mangrauni-S village, other one 22 Km. away at Satgarha, and the farthest one at Babubarhi approx. 35 Km away. All ready with necessary infrastructure for BPO operations and having at-least 2 PCs with internet connectivity. Out of these, Babubarhi TC had to hire a small generator set for back-up power due to poor grid-supply condition in the village; others could manage with the grid supply and power back-up equipment.
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       Drishtee Telecenter at Mangrauni (S)

Another Drishtee Telecenter at Babubarhi
2) Technological Requirements for TCs
Generally, the three most common technical challenges facing telecenters in rural areas are – lack of reliable electrical power, lack of affordable and reliable connectivity, and difficulties associated with maintaining equipment in working order. The lack of a reliable power source often turns into lost opportunities for revenue for telecenters and resulting loss of profitability.

Thus, prior to linking the pilot telecenters for BPO service delivery, it was ensured that these TCs meet the minimum infrastructural set-up requirements, which was set as follows:
· Premises of approx. 120 sq. ft. able to accommodate 3 BPOers also. 


All the pilot rural TCs selected had this space.

· PCs (2 minimum), Printer (1) & required software

· Grid Supply connection, UPS System & Power back-up facility 

· Internet & Telephone connectivity 

· GPRS for accessing Internet with speeds up to 114 Kbs.

· Furniture, lights, seating arrangement, etc.

3)  Training & Capacity Building of TCs

After selecting the 3 TCs, training was provided to TC Owner and its BPOers for 2 weeks, for building capacity to process BPO jobs; mainly on data-entry in formats and data-editing jobs. Initially, it was difficult for TC owners to grasp the concept and jobs/services related to BPO, but once understood it was easy for the trainer to train them on required skill-set. Since these telecenters are offering computer education to rural youth as a service, imparting training was not that difficult, especially for low-end jobs. 

Accuracy and Speed are the key factors in data-based BPO jobs. Hence, sample jobs were provided to TCs for practice and improving productivity. Training and Practice sessions for TCs continued for a month and there-after these TCs were able to deliver sample jobs with an accuracy level of 75-80%, reaching 95% accuracy level within two months; which is acceptable for TCs to get linked to RBC. With quality assurance systems in place at TCs and RBC, accuracy will get raised to desired level for clients in final delivery. The quality guidelines prepared for TCs on BPO jobs are important and it was ensured that they understood it. 

Skill-base and productivity level of BPOers at the TCs are critical to the project’s success, as they greatly influence earning potential of all stake-holders. Therefore, selecting and properly training the TC owners and the BPOers plays a vital role in making the Rural BPO Model a success.

Based on the learning and challenges faced in building capacity of the new recruits/BPOers, Drishtee has been able to finalize the training contents and sample jobs for practice and mock tests, for future telecenters which will get linked while scaling up. 

4) Linking TCs & Rolling out BPO Services 
Once the infrastructure and BPOers skill-set at the TC level was scaled-up to match the requirements for Rural BPO Services delivery, the TCs got linked to RBC (in Nov. 2007) and started processing BPO jobs. RBC allocates jobs to TCs, depending on their capability and delivery performance. For each job, quality guidelines and delivery schedules were also sent to TCs. For quality assurance, the first level quality checks are performed at TC level and the final quality check at RBC, based on the quality guidelines fixed for the job.

Since quality and productivity are the key drivers of business, plans for quality assurance and operations were defined and adhered to meet client’s expectation. The operational and quality team is gradually climbing up the productivity and value chain in-terms of the nature of jobs (data-based and voice-based) being handled each month at RBC. With time the BPOers at TC level are also improving their accuracy level and speed on BPO jobs. Today, the integrated system involving Telecenters is working in harmony with RBC to process BPO jobs and meet client’s deliverable requirements. 

Business Development was a challenge during phase I and so it was for Phase II. As the RBC is new, without much credentials for BPO services and located in a backward area, the volume of jobs being procured for RBC and TCs are not sufficient to make TCs work at full capacity. Currently, the TC owners carrying out BPO jobs hire local BPOers based on the work volume being received from RBC. Certain measures have been taken by Drishtee to overcome this challenge, which is discussed separately in next chapter.

In addition to linking the TCs and exploring their feasibility for providing BPO services, Phase II also included activities of research and analysis based on facts from business dynamics and learnings from piloting. The result of these activities is a comprehensive framework to scale-up managing sustainability, in the form of tools and models, which will be shared and discussed further ahead in this report.

2.7 Challenges faced during Piloting  
Piloting experience remains incomplete unless the challenges faced are not mentioned and shared here. The challenges faced can be divided into two categories:

(1) Challenges faced during piloting which is discussed here below, and  

(2) Challenges that lie ahead while scaling-up, discussed separately in chapter-3.

The Table 2.3 below summarizes the major challenges faced during piloting and measures taken to overcome those.

Table 2.3: Major Challenges faced during Piloting Phases  
	MAJOR CHALLENGES
	SPECIFIC PROBLEM
	METHODOLOGY TO OVERCOME

	Technical Infrastructure

(BPO Center)
	Internet Connectivity: (at RBC)

-Poor Speed 

-Frequent interruptions 

-Poor Customer Support Service for VSAT. No technical support provided


	- Installation of VSAT Connection

- Strengthen RBC Technical Team

- Installation of ISDN system 



	
	Electricity:

-Voltage Fluctuations / Low Voltage

-Poor grid-supply/ Frequent Interruptions
	-Installation of 10 KVA Diesel Generator (at RBC), as back-up power source.

	
	Telephone:

- Poor connection
	-Switched to other telephone provider with better service (BSNL to Reliance)

	Employable Skill-Set Availability  


	BPOers selected presented:

Before Implementation:

-Low levels of English

-Poor typing speed and accuracy

-Poor communication skills

-Poor voice and accent quality

-Low discipline and motivation

-High drop-out rate during training
	Designed Training Methodology (Pre-Process), which includes:

-Computer Skills

-Typing Skills (Speed & Accuracy)

-English Skills 

-Communication Skills 

-Behavioral & Motivational  Skills 

-Voice & Accent Development

	
	BPOers selected presented:

During Implementation:

-Low productivity

-Absence of office etiquette


	-Designed Training Methodology (On-Process), which includes:

-Reinforcement of Pre-process Training, Soft Skills and Basics on Quality Assurance

-Imparted exercises on building confidence & 

-Implemented activities to build Team Culture among BPOers (Team Meetings, Group celebrations, sport events, etc.)

	Quality Output


	-Final product not satisfactory to client’s expectations

-TC owners not grasping BPO concepts/ jobs
	-Designed training modules specific for Quality Assurance

-Implemented quality/inspection programs



	Business Development


	-Difficulty to procure BPO jobs for newly set-up BPO system
	-Strengthened Business. Dev. Team at Head Office & Marketing strategy.

-Designed Promotional & Communication materials.

- Looking for Commercial Partner to tie-up for business development/marketing for rural BPO jobs.

-Explored new avenues to present the model to NGOs-Development Sector. (IDCA Conference in Delhi, January; IDRC Workshop in Bangkok, April)


Technological challenges were higher at the RBC, as the infrastructure had to be built from scratch, whereas in TCs the existing infrastructure just needed up-scaling. Challenges on Human resources and Quality output were also more difficult at RBC, given greater numbers and lower skill-set of BPOers against TC owners. 

Among the challenges discussed, the two major challenges are (1) Business Development to feed the integrated networked system with substantial BPO work volume at fairly good margin, and (2) Building Skill-base of BPOers at rural telecenters level (decentralized mode) for desired quality output and confidence level building.
Business Development is a challenge to face at HO, for which strategies have been built and action initiated, yet it will require more work to overcome in the future so as run the integrated system in full capacity. For this, additional avenues have been explored, such as communicating the Rural BPO services model to general public and organizations from development sector through media, publications and participating in workshops; as in the IDCA Conference on Transforming Development to Alleviate Poverty and Climate Change held on Delhi on January 10th, 2008, where Drishtee presented the BPO services model in the Sustainable Livelihoods Session, which included representatives from Byrraju Foundation (Implementers of rural BPO – GramIT), Development Alternatives, Rural YES and Sehgal Foundation, among others.
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             Satyam Mishra (Drishtee), presenting the Rural BPO Model at IDCA Conference, Jan. 2008
Summarizing Facts on Piloting initiative

The piloting project ‘Rural BPO through Telecenters’ at Saurath, needed a project management approach and a suitable implementation strategy to make it operational. The task was colossal and so were the challenges (technical, administrative, human resources, time and resources management), which needed timely solution to keep the project progress on track. Today, the integrated system involving 3 telecenters is working in harmony with RBC to process BPO jobs and meet client’s deliverable requirements. 

The challenges faced during piloting not only helped to understand the various issues coupled with business dynamics; but also reinforced institutional capabilities with systems and procedures to expand further through rural telecenters. The challenges faced have been shared here which can help individuals/organizations who would like to take up such initiative in their region or country; the challenges may remain same or there may be some more depending on the characteristics of the region and on telecenters capabilities.

The telecenter-entrepreneurs find it an opportunity for their village to get linked for BPO operations: It has helped in creating income/livelihood generation for local educated youths, especially those who have been trained on computer skills from their telecenter/service kiosk; channeling income generation opportunities to a rural community through telecenter. 

Piloting showed that the Rural BPO Model is flexible, scalable and helps providing income generation opportunities to rural educated youth and village entrepreneurs; both at RBC and TC level in villages. The model holds the potentiality to enhance income/employment opportunities in rural areas through telecenters, strengthen the telecenter movement in rural India and generating social impact by improving skill-base and self-esteem of rural youths, reduce migration to cities and bring educated women in rural areas back to work-force. 
The challenge remains in scaling up; from selecting telecenters to enhancing skill-base of BPOers to technological issues in rural areas to business development. But the challenge has to be faced to propagate the BPO wave deep into the villages to channelize economic opportunities to rural community through telecenters and contribute to the socio-economic growth in rural areas. 
CHAPTER - 3
PILOTING OUTCOMES:

Accomplishment, Learning, Impact & Sustainability
The Rural BPO Piloting project, just completed, has accomplished the target set: 

(i) making operational the Regional BPO Center integrated with 3 nos. Telecenters for delivering BPO services, (ii) channeling economic opportunities to a locality that would not otherwise have access, (iii) gained insights to help develop a sustainable business model for rolling out BPO services through telecenters, and (iv) developed tools/instruments for scaling-up and replication in other parts of rural India. The valuable insights and knowledge acquired by Drishtee from this piloting is being shared through this report so that others can also benefit from it.

The challenge during piloting was not only to set up the Regional/Rural BPO Center and deliver services through the Rural BPO Model that was piloted, but to test its viability and ensure that the integrated system involving rural telecenters is Scalable, Sustainable, and helps to meet the following short-term and long-term Goals: 

· Create local employment through rural telecenters;

· Enhance skill-base of rural workforce for BPO jobs;

· Contribute to socio-economic growth of rural community; and

· Add value to national economy.

This chapter will highlight and discuss major outcomes and learning from piloting phase, starting with accomplishments and impact, followed by learning from piloting, concluding with challenges that lie ahead; and how these challenges will be accounted for while scaling-up through telecenters and looking for sustainability.

3.1 Project Accomplishments & Impact

The Rural BPO Piloting initiative, undertaken at Saurath, has initiated a change process through rural telecenters - changing lives of ambitious rural educated youths by building their skill-base for BPO services and channeling economic opportunities to a locality that would not otherwise have access; an initiative that is contributing to the social and economic growth in rural areas. This initiative has not only accomplished the objectives set, but has also generated additional impacts. This section will highlight the accomplishments and impacts of the project during piloting phase.

Accomplishments
The Rural BPO Model that was conceptualized has been put into practice. All the 3 layers (HO, RBC & TCs) of the organizational model have been successfully implemented involving 3 pilot rural telecenters (from Madhubani/Bihar) – functioning and delivering the BPO Services to clients since May’07, on data-based and voice-based services. 

The piloting project has provided employment opportunities to a wide array of people in rural areas. A total of 22 local youths were trained on IT/BPO skills and of which 8 nos. deployed as BPOers/CCopers (earlier unemployed) at RBC to earn from BPO services; thus Creating income/livelihood generation opportunities for rural youths, who otherwise would have moved out of the district in search of job. They have started earning on an entrepreneurial basis; currently on an average they earn INR. 3500/- per month, working single shift (8 hrs x 25 days/month). 

Today, with 3 TCs linked, the piloting initiative has been able to provide employment/income opportunities to 19 nos. local youths (8 nos. BPOers and 11 nos. staff at RBC/HO), plus income opportunities to 5 BPOers through 3 TCs in remote villages, as-well-as additional earning to TC owners. It has also provided indirect benefit to families who are into auxiliary services and providing support to the RBC. 


Looking at this achievement and its wide publicity in villages, now more numbers of local educated youth are interested to take up this career and attending training classes at Saurath BPO Center (RBC) for future batch(es); 10 new BPOers are expected to complete training and join the RBC at the end of May’08.
In terms of on-the-job efficiency, the BPO operations and quality team is gradually climbing up the productivity and value chain in-terms of the nature of jobs (data-based and voice-based jobs) being handled each month at the center. The learning from piloting has helped Drishtee Team to design and finalize the Training modules for BPOers and Starter-Kit for TCs to scale-up in other rural parts.

Finally, the learning and insights gained from piloting phase coupled with research and analysis, helped to develop an Outreach/Expansion Plan, the Sustainable Business Model, and other Tools & Instruments for scaling up with sustainability; as a part of comprehensive framework for up-scaling through telecenters in Drishtee’s network and Mission 2007 partner’s networks, in rural India.

The progress/achievements with respect to the project objectives has been summarized and presented below in Table 3.1.

Table 3.1: Progress/Accomplishments with respect to Project Objectives

	Project Objectives
	Progress / Achievements 

	1) Conceptualize, Implement and Test the 
     viability of BPO service through  

     telecenters in rural areas 

    - for enhancing rural economy and 

    - for creating employment opportunities  

      for the rural youth.
	· Rural BPO Model concept put into practice at Saurath
- established the ‘Proof of Concept’.

· Capacity building exercises undertaken for enhancing BPOers productivity and quality output.

· Increased self-confidence  & Changing lives of ambitious rural educated youths.

· Rural BPO services (data based & voice based) rolled out for Clients and in progress, since May’07.

· Created income/livelihood generation opportunities for rural youths at Saurath and TC villages (24 persons) & indirectly benefiting many.
· Further new batches planned and being trained.

· 3 Telecenters linked to RBC for BPO services and created employment opportunities in villages. 

· Training Manual & Implementation Guidebook prepared that helps BPOers/Telecenters.

· Information sharing & Dissemination on Rural BPO Services - through media, channel partners, Drishteekon magazine and Conferences.

· Discussions held with Consultants/Experts to get a better perspective of project implementation and business development.


	2)  To develop a sustainable business 
     model  for rolling out BPO services 
     in Drishtee Telecenters network


	· Sustainable Business Model finalized.
· Necessary plans and packaged documents preparation finalized for rolling out BPO services through Drishtee Telecenters.


	3) To develop a comprehensive framework of up-scaling rural BPO services in Mission 2007 Telecenters network.


	· Framework for Expansion/Outreach Plan, as a part of roadmap for up-scaling prepared. 
· Important Tools/Models and Packaged Documents prepared for up-scaling BPO services through Telecenters of partner organization.
· The next step is to initiate action as per outreach plan and using packaged docs/tools to scale-up in Drishtee network as-well-as offer it to selected few Mission 2007 Partner’s Telecenters network in near future.



Impacts
In addition to above mentioned accomplishments, the socio-economic impacts of the project can be summarized as follows:

· Increased self-confidence of rural youths by providing livelihood opportunities, near home; preventing their migration out of the district in search of job.

· With the spread of its popularity, there is an increased interest of local educated youth (male and female) to take up this career and improve their life standards. 35 people are now attending training classes at Saurath BPO Center to qualify for future batch(es).

· Income opportunities have also been indirectly created for people in Saurath, those acting as providers of auxiliary services to the RBC and staff. Thus, members of local community have increased income opportunities as a result of RBC been set-up in the village.
· Rural women find opportunity to join the BPO work force, after a long time of sub-utilization of their capacities, to learn the skills and earn from it, near home. The best example of this is Asha Jha, a Call-Center operator at Saurath BPO Center (see box).

· TC owners have been able to directly help their community by providing employment/income opportunities to computer literates in their villages, increasing the positive aspect of rural telecenters and generating initiatives to bridge the urban-rural divide. 



The above facts and figures, on achievements and impact of pilot project, showcase that the project has been successful to meet its objectives and has benefited economically and socially the rural community in different areas; a change process has been initiated in rural community through this piloting, which has the capacity to escalate further when more telecenters get linked to the RBC, in the subsequent phase of scaling-up.

3.2 Learning from Piloting Phase

Piloting initiative generally helps to learn, improve processes, understand impact, and scale-up. Also to share the experience/knowledge gained and help individuals/organizations who would like to embark on similar project, in near future. Some of the major learning/findings by Drishtee Team from this Piloting project have been summarized below.

· The model tested during piloting proved to be viable technically, financially and socially; with substantial cost advantage over urban part in its overall operations and with a scope for channeling economic opportunities to rural community, through telecenters. 
· The Rural BPO Piloting initiative with a social mission proved to be a complex exercise that required addressing a variety of issues such as infrastructure, technology/applications, institutions/service providers, local skill-set, capacity building, social objectives - to leverage ICTs for creating BPO jobs in rural areas.

· Rural BPO offers lower infrastructure set-up and manpower cost, and lower rates of attrition compared to urban BPO. Considering all operations and for the type of jobs handled, it works out at-least 35 – 40 percent cheaper than urban BPO. Employee churn is quite low as compared to 35-45 percent in restless urban BPO/Call-centers. 

· The model built on an entrepreneurial philosophy for rural BPOers/Telecenters showed in that it has the potential for higher motivation, faster learning and higher individual earnings. This was visible from the motivated spirit of BPOers to learn, excel and meet customer’s requirement. 
· But the poor quality of education standards in rural domain asks for patience and improved training as-well-as efforts for skill enhancement of the BPOers, before they can be absorbed into the work force; unknown rural BPO learning curve. 

For initiating such rural BPO services, one of the major challenges is building the skill-base of rural youth who lack the employability skills even for low-end BPO jobs; a major factor to be accounted for in the success of the project and its sustainability. 

· For a new rural BPO set-up and not having substantial credentials, the other major challenge is the business development exercises to get sufficient work from established clients, so as to feed continuously the whole system and run it at full capacity utilization coupled with good margins – required for sustainability and early break-even. 

· One of the most crippling problems faced in rural parts of India includes poor grid-supply and connectivity issues. Since the model relies on the operational capabilities of number of rural telecenters, this would call for individual power backup and good internet connectivity to ensure continuity of business operations, especially for those on-line jobs.
· Though the 3 telecenters selected from Drishtee’s network for piloting went well; one important finding emerged during piloting is that there has to be a mechanism to ‘identify/select suitable Telecenters from potential rural locations’ for integrating to RBC and delivering BPO services at desired quality level.

· Considering availability of good power-supply and connectivity, our analysis shows important factors that lead to sustainability for rural BPO Operation are – 

· Volume of BPO Jobs and Capacity utilization,

· Adequate Revenue Sharing among Stake-holders,
· Better Productivity and Quality performance (against benchmark)

Hence Capacity Building for each part of the process chain and its management is crucial for sustainability, particularly when starting with low-end jobs that has thin margin.
· Such rural BPO initiatives through telecenters can provide income/livelihood generation opportunity to rural women and disabled, as they cannot move to cities owing to limitations, family restrictions and other responsibilities.

With the above learning and insights gained during piloting, additional learning from further research/analysis include elements that have been developed to ease the path to scale up with sustainability, which will be shared further ahead  in this report.

3.3 Challenges that Lie Ahead – for Scaling-up & Sustainability  

The Rural BPO Piloting project, just completed, has been successful in achieving the milestones planned and has also initiated a change process; the rural BPO wave initiated through this piloting, involving telecenters, has to propagate further deep to spread out its benefits to rural communities. 

But scaling-up and managing sustainability, through decentralized telecenters, demands anticipation of major challenges that lie ahead and to get ready beforehand with suitable solutions. 

During piloting phases, some issues were identified that influence sustainability and scale-up, such as training and capacity building, quality assurance, managing decentralized telecenters and business development. These issues and challenges are of paramount importance for sustainability and scale-up, and need to be suitably addressed while building the comprehensive framework for scaling-up and managing sustainability for BPO Services through telecenters. This will be discussed in detail in next chapter.

Following are some of the major challenges that are anticipated, while scaling-up, in near future.

1)  Building skill-base of BPOers at rural telecenter level (decentralized mode) for desired quality output and confidence level building, considering poor employability skills availability at village level even for low-end BPO Jobs – is a key factor in successful scaling-up and for sustainability. 

Suitable training manual and mock testing programs have been designed to take care of this challenge in the decentralized network.

2) 
Poor Infrastructural facilities (power and connectivity problem), in rural India, may hinder the timely completion of jobs at rural telecenters level. This requires proper selection of rural locations with telecenters suitable for rural BPO services rollout – for which a research tool has been developed for evaluating the viability of the rural location/telecenter.
3) 
The model has been built on an entrepreneurial philosophy with individual control; hence all networked telecenters may or may not exhibit same level of efficiency. Also there could be a possibility of some telecenters pulling out at odd times or not able to complete in time. 
The above two, necessitates a contingency Back-up plan at RBC or regional hub - to take care of any such fluctuations of load at odd times.

4) Business development remains one of the most challenging issues, to feed continuously the whole integrated ecosystem with substantial BPO work and at fairly good margin – for better capacity utilization and early break-even. Envisaging the future business requirement and work-load, actions to develop a suitable strategy and strengthening business development team beforehand is outmost important.

Among these, the two major challenges are (1) Business Development to feed the integrated networked system with substantial BPO work volume at fairly good margin, and (2) Building Skill-base of BPOers at rural Telecenters level (decentralized mode) for desired quality output and confidence level building.
Apart from above, some other challenges and problems may emerge while scaling-up; learning from the challenges helps to design better solutions for improving overall system effectiveness and hence sustainability.

The last two chapters of this report discussed the implementation methodology, challenges and learning from piloting phase. Also with the learning and insights gained from piloting on business dynamics and sustainability issues, and TCs linked to the RBC for rolling out BPO services, the stage is set to plan for scaling-up and link additional numbers of TCs to the system.

The learning and insights gained during piloting, coupled with the analysis and research work undertaken, has helped Drishtee to develop the required tools and business model for scaling up with sustainability; as a part of the comprehensive framework for up-scaling through telecenters in Drishtee’s network and Mission 2007 partner’s networks, in rural India.

During the phase-II piloting, based on the learning and facts gathered, Drishtee carried out research and analysis work, which resulted in tools and models for scaling up with sustainability; as a part of the comprehensive framework for up-scaling through telecenters in Drishtee’s network and Mission 2007 partner’s networks, in rural India. These tools and models will be the subject of discussion in the following chapter, as they are important elements in the quest of scaling up and managing sustainability.
CHAPTER - 4
MOVING FORWARD: 

Scaling Up and Managing Sustainability
The Rural BPO Piloting initiative undertaken at Saurath has proved TCs belonging to Drishtee’s network are capable of providing BPO services, the model developed is viable and the project has a wide scope for generating socio-economic change - as shown by the impact it has generated so far in Saurath and villages of selected TCs – helping accelerate community development and social mission through telecenters.
Looking at the presence of large telecenter network in rural India, one finds there is an opportunity to scale-up the ‘Rural BPO Model’ through Telecenters and propagate the ‘BPO Wave’. Scaling up the model to large number of telecenters opens up channels for economic opportunities to rural community through their local telecenter, helps to strengthen telecenters sustainability and to generate socio-economic impact in large number of villages.

Moving from pilot to large-scale implementation, however, will require significant adaptations to organizational/business models and operations to function effectively and manage sustainability during scale-up. While Scaling-up process seeks ‘to bring more socio-economic benefits to more rural youths/community over a wider geographical area through telecenters’, the financial Sustainability evaluates all the ‘revenues that are required to sustain operations’ and seeks to ‘generate a return on investment for the stake-holders whose money is used to fund the start-up costs’. 

Scaling-up and Sustainability have strong relationship in the Rural BPO model, as one of the critical factors for sustainability is achieving sufficient scale over time. During piloting phases, some issues were identified that influence sustainability and scale-up, such as training and capacity building, quality assurance, managing decentralized telecenters and business development. These issues have been suitably addressed while building the comprehensive framework for scaling-up and managing sustainability of Rural BPO Services through telecenters. 
The broad questions that have been addressed here for scaling-up and managing sustainability are - What is the relationship between sustainability and scale? What is the business or organizational model that ensures both sustainability and impact? What are the share-holders earnings in the entrepreneurship-based business model? What is the impact on sustainability or share-holders earnings over time due to the variations in business volume and revenue rates under the pessimistic and optimistic scenarios? 
The framework developed for scale-up of Rural BPO Services through telecenters, in rural India, has twin goals of socio-economic development of rural community by scaling-up BPO services through telecenters and the sustainability of the entire system (including stake-holders share) through the entrepreneurship business model. 
The learning and insights gained, during piloting, coupled with the analysis and research work undertaken has helped Drishtee to develop the required tools and business model for building a comprehensive frame-work to scale-up and understand sustainability of the integrated system involving telecenters. These tools and business model are as follows:-

1) Rural BPO Model  (for linking urban clients to rural workforce)
2) Outreach/Expansion Plan (for scaling up BPO service through telecenters)
3) Viability Evaluation Model (for capacity evaluation of telecenter/location)
4) Starter Kit  for Telecenter  (for building capacity of telecenter to upgrade/link)
5) Sustainable Business Model (for stake-holder’s share and earning potential)
The remainder of this chapter discusses the tools/models, mentioned above, which serve as mechanisms to successfully develop a framework for scaling-up and managing sustainability involving telecenters, the phase to follow after piloting.

4.1 Rural BPO Services Model

Drishtee’s Rural BPO Services model, as explained in chapter 2 (refer figure 2.1), has a three-tier implementation framework: 

· At the first/bottom level are local Telecenters (TCs) – run by village entrepreneurs, who hire and train the BPO Entrepreneurs, engaged on a self-employment basis, to carry out the BPO jobs at TC. 
· At the second/middle level is the Regional/Rural BPO Center (RBC) - Drishtee owned: It is linked to telecenters (TCs) for job allotment and quality assurance of BPO jobs and to Head Office for final deliverables. 

· At the third/top level is the Head Office/Central Hub - at national level:  It is linked to the RBCs and responsible for scale-up, overall management of RBCs, liaison with Clients, business development, and other control functions.

Operations, business management, technical troubleshooting, and service delivery are the day-to-day tasks of these 3 levels of units.  The common thread is that the network of rural BPO model are about telecenter people working together to make their centers more effective, sustainable, and valuable to the communities they serve.

The model assumes at-least 95% quality level to clients, taking into account the 2 levels of quality checks in place; first-level at Telecenter (TC) and second level at Regional BPO Center (RBC). 

As noted earlier, the skill-base and productivity level of BPO Entrepreneurs (BPOers) is critical to the success of BPO services through telecenters as-well-as to help raise earning potential of all the stake-holders; so selecting and properly training the TC owners and the BPOers plays a vital role in making the Rural BPO Model a success. 

4.2 Outreach/Expansion Plan

As a part of the framework for scaling up and replicating the piloted model, in other parts of rural India, there is a need for an extensive Outreach Plan. Drishtee has drawn one such outreach plan (for near future), covering suitable geographical areas/states in rural India, such as Assam, Bihar, Uttar Pradesh, Haryana and Tamil Nadu - to spread out the rural BPO services through the existing telecenter network of Drishtee and Partner Organizations. 

At the core of scaling-up process with sustainability are the Planning Issues, Technology Issues and Training & Capacity Building Issues, which have been considered in working out the outreach plan.

The steps/salient points of this outreach plan (for near future) are as follows:-
1) Understand the existing telecenters capability as-well-as the employability skills availability at village level suitable for rural BPO jobs at/around telecenter locations.

2) Add 30-33 Telecenters every year and link/integrate it to the respective RBC (regional business center), depending on the geographical area/states and regional languages; each telecenter providing employment opportunity to 3 local BPOers.

3) Finalize the selection criteria for identifying telecenters/partners who has the capability to undertake such BPO activities and can be linked to the RBC (Regional BPO Center): the research tool ‘Viability Evaluation Model’ was developed for this purpose and briefed separately in next section. 
4) The Outreach Process to be:


5) Good Partnership for outreach – a Social Partner for funding/investing in scaling-up and capacity building/infrastructure development, and/or a Commercial Partner to tie-up for business development/marketing for rural BPO jobs.

6) Strengthen the Business Development team to search for better revenue earning rate jobs and market - both domestic and overseas. Design Promo-materials for widening the local and overseas market. 
7) Finalize and communicate the sustainable business model to all stake-holders for providing rural BPO services through telecenters, based on following assumptions 

Revenue Model Assumptions 

· 33  Telecenters coming on-line per year
· 1 QA Node at RBC to manage 3 Telecenters (TCs)
· 8 Hours of BPOer Work per Day x 25 days per month

· BPOers Productivity raises from 70% to 95% within 3 months of joining

· Revenue Sharing Ratio : Drishtee : Telecenter = 40% : 60%
(details covered under sustainable business model) 

8) Prepare, finalize and offer the packaged documents/tools to Partners/Telecenters, (including Mission 2007 Partners) for joining in rural BPO services delivery, as per the organizational/business model; with onus of marketing and quality assurance to be kept with Drishtee. This package shall contain the following elements –

· Sustainable Business Model 

· Telecenter’s Infrastructural requirements

· Training Manual (guidelines on IT and BPO Skills)

· QA Guidelines (general guidelines to adhere quality)

· Sample jobs (to understand and test skills)

· Legal Documents (as contract)
9) Strengthen further the internal capabilities at existing Saurath Regional BPO Centre (RBC) and implement the outreach plan for scaling-up, in next one year.

10) Set-up the next RBC in another geographical area/state or roll-out 2nd shift in existing Saurath RBC, after 1 or 1.5 years, for scaling up further as per plan.

The above outreach/expansion plan may require fine-tuning, based on the progress, learning and challenges faced while moving forward, beyond piloting.

4.3 Viability Evaluation Model (VEM)
As mentioned in the outreach plan, a research/diagnostic tool is required to evaluate the potentiality of rural telecenter and its location, so as to understand its readiness and suitability for inclusion/integration in Drishtee’s Rural BPO Network (ecosystem) for rolling out BPO services effectively. 

For this purpose, Drishtee has developed a well-researched tool ‘Viability Evaluation Model’ based on certain key parameters/factors - to measure the sustainability and viability of potential rural sites with its telecenters; ranking them on a scale of 1 to 10, 10 being the most viable/profitable. Seven broad heads of key factors used: Rural Dynamics (worth 1.6 points on the scale), Rural Talent Pool (worth 1.6 points), Rural Infrastructure (worth 1.6 points), Rural Telecom Infrastructure (worth 1.4 points), Rural Telecenter (worth 1.6 points), Rural Orderliness (worth 1.2 points), and Govt. Policies (worth 1.0 points).
Though all the parameter heads are significant, but among them Rural Dynamics, Rural Talent Pool, Rural Infrastructure and Rural Telecenter are the key drivers and contributors towards business viability for rural BPO involving telecenters. Hence more weight-ages have been assigned to these parameter heads as compared to others.

The research tool (VEM) helps to select those rural telecenters (from Drishtee or Partner’s network) that meets the minimum eligibility criteria set through this model. The viability evaluation model (VEM) is detailed below at Table 4.1. 

The outcome of viability evaluation model (VEM) is in the form of composite index score which helps to measure the feasibility and classify the rural location (along-with its telecenter) as unsustainable (if below 5), sustainable (between 5 to 8), or viable/profitable (if above 8). 

	     1           2            3           4
	      5             6             7
	      8         9           10


         Unsustainable                                  Sustainable                       Viable/Profitable
Table 4.1: The Viability Evaluation Model – Parameters with weights assigned

	SN
	Parameters 
	UoM
	Max.

Weight
	Wt. Proportion

	
	Rural Dynamics (Wt = 1.6)

	1
	Rural Youth Population  (18-35 yrs) - 
	Nos./GP
	0.3
	Directly

	2
	Literacy Rate (GP - Total %)
	Lit % /GP
	0.4
	Directly

	3
	Per Capita Income  (GP)
	Rs. per person
	0.3
	Directly

	4
	Entrepreneurship in community
	Subjective
	0.2
	Directly

	5
	Telecenters/Cyber-cafes existence
	Nos./Block
	0.2
	Directly

	6
	Existence of Banks and MFI (Block) 
	Nos./Block
	0.2
	Directly

	
	
	      Sub-total  =
	1.6

	
	                                                         Min. Eligibility Score =
	0.8

	
	Rural Talent Pool (Wt = 1.6)

	7
	Educational Institute (in GP)
	
	

	
	- Higher Sec. Schools/College
	Nos./GP
	0.2
	Directly

	
	- High Schools
	Nos./GP
	0.2
	Directly

	
	- Computer Institutes
	Nos./GP
	0.3
	Directly

	8
	Computer Literates
	Nos./GP
	0.4
	Directly

	9
	Graduates/Post-graduates
	Nos./GP
	0.3
	Directly

	10
	NGOs helping Comp. Literacy / Skill dev
	Nos./ Block
	0.2
	Directly

	
	
	      Sub-total  =
	1.6

	
	                                                          Min. Eligibility Score =
	0.8

	
	Rural Infrastructure (Wt = 1.6)

	11
	Rural Electrification (GP)
	% HHs
	0.4
	Directly

	12
	Rural Telephone Connection (GP)
	% HHs
	0.3
	Directly

	13
	Electricity Availability Hours (GP)
	Hrs/24 Hrs
	0.5
	Directly

	14
	Road Condition & Transportation facility
	Subjective
	0.2
	Directly

	15
	Distance from District HQ/ Town
	Km.
	0.2
	Inversely

	
	
	      Sub-total  =
	1.6

	
	                                                          Min. Eligibility Score =
	0.8

	
	
	

	
	Rural Telecom Infrastructure (Wt = 1.4)

	16
	No. of Telecom Service Providers
	 Nos.
	0.4
	Directly

	17
	Internet Connectivity Speed
	 kbps
	0.6
	Directly

	18
	Existence of VSAT Connection nearby
	Yes/No
	0.4
	Directly

	
	
	      Sub-total  =
	1.4

	
	                                                          Min. Eligibility Score =
	0.7

	
	Rural Telecenter  (Wt = 1.6)
	

	19
	Telecenter’s Existence in GP
	No. of months
	0.3
	Directly

	20
	Avg. Monthly Profit from TC
	Rs./Month
	0.2
	Directly

	21
	Availability of PCs & Infrastructure
	Nos
	0.5
	Directly

	22
	Computer Education (as services)
	Yes / No
	0.3
	Directly

	23
	DTP or Data-Entry job (as services)
	Yes / No
	0.3
	Directly

	
	
	      Sub-total  =
	1.6

	
	                                                          Min. Eligibility Score =
	0.7

	
	
	

	
	Rural Orderliness  (Wt = 1.2)

	24
	Law & Order Situation in District
	Subjective
	0.4
	Directly

	25
	Bandh/Strike prone area
	Subjective
	0.3
	Inversely

	26
	Natural Disaster  (Type & Severity)
	Subjective
	0.5
	Inversely

	
	
	      Sub-total  =
	1.2

	
	                                                          Min. Eligibility Score =
	0.7

	
	Govt. Policies  (Wt = 1.0)

	27
	ITES sector as Thrust Area in State
	 Yes/No
	0.4
	Directly

	28
	Incentives/subsidies for ITES sector
	 Yes/No
	0.2
	Directly

	29
	Business savvy Govt.
	Subjective
	0.4
	Directly

	
	
	      Sub-total  =
	1.0

	
	                                                          Min. Eligibility Score =
	0.5

	
	
	

	
	                                Collective Min. Score for Eligibility = 
	5.5 (on a scale of 10)


This tool when applied on a rural location or village evaluates the governing factors/parameters under the above heads and sums up to generate a Composite Index Value which determines or decides the BPO Viability Segmentation of the rural location along-with its telecenter into - Unsustainable, Sustainable, Viable/Profitable - for rural BPO business initiatives.
A brief explanation on each of the above broad heads of key parameters, selected under Viability Model (VEM), is presented below - to help understand why these parameters were included in the model.

A) Rural Dynamics 

Rural dynamics play a major role in helping to understand the general characteristic of the rural location and support available for BPO initiatives; specifically of its people and economy.  Socio-economic factors like youth population, literacy rate and ICT penetration help in providing employable manpower for BPO business at rural end, and economic factors like per capita income and availability of financial institutions demonstrates the economic potential to support entrepreneurial initiatives. And the presence of telecenters, at rural location, directly contributes to the rural BPO business feasibility in terms of skilled manpower and basic infrastructure availability for rural BPO.

B)  Rural Talent Pool 

Educational institutions and availability of rural talent pool plays a key role in the manpower supply dynamics for rural BPO. As this parameter directly impacts the business viability for rural BPO, hence it has been assigned a higher weight-age. 

Computer literates are the most suitable manpower for BPO services, and also as the training needs for these literates will be less compared to others. Availability of such literates in the area adds higher success rate to business feasibility; hence the sub-parameters computer literates, computer institute and professional institute have been assigned more weights than others in this group, for evaluating the location’s viability.

C) Rural Infrastructure

Rural infrastructure plays a significant role in the development and also towards viability of rural BPO initiatives. The sub-parameters considered under this head are the public utilities, like electricity, basic telecom, roads, proximity to town, etc., which provides basic support to rural BPO initiatives and helps growth. Better the rural infrastructure readiness, higher the scope for viability of rural BPO initiative through telecenters.

D) Rural Telecom Infrastructure 

Rural Tele-infrastructure strength and business potentiality of a location is proportional to the number of telecom service providers and the connectivity quality. Parameters considered under this group probe deeper into technological requirements needed for understanding the viability issues for rural locations/telecenters to provide BPO services effectively. The sub-parameters considered here are all important and impacts feasibility for rural BPO through its RBCs and telecenters. 

E) Rural Telecenter

The foundation of current Rural BPO Services model is the rural telecenters. The presence of telecenters directly contributes to the rural BPO business feasibility. Clientele of telecenters and its survival as a business unit indicates the business feasibility in terms of skilled manpower and basic infrastructure availability for rural BPO. 

A telecenter is equipped with basic infrastructure like computers, internet connectivity, scanner, printer and other hardware required for a rural BPO initiative. Availability of existing infrastructure reduces the overall investment cost and thus it impacts on rural BPO feasibility. 

F) Rural Orderliness

Orderliness is defined as the ability of the location for sustained operations without any major disturbances, which helps better growth opportunities for BPO business as-well-as for individual; this includes Govt. effectiveness in enforcing law and order, bandhs and strikes, proneness to recurring natural disasters like floods, droughts, and also existence of organized crime gangs etc. 

Rural BPO services and business feasibility, involving telecenters/entrepreneurs, at any location can get highly affected by this parameter. Hence Rural Orderliness is considered as an important parameter influencing rural BPO feasibility, and carries a suitable weight of 12 percent.

G) Government Policies

Pro-industry guidelines and state policies help to generate an environment of confidence among investors. An integrated and stable set of policies from the respective state governments can help in reducing bottlenecks, encourage entrepreneurship and facilitate business growth; this in-turn leads to rapid development of social and physical infrastructure and hence encouraging also rural BPO initiatives through telecenters. This parameter is more an additional/preferred point rather than an essential factor, therefore its maximum weight and minimum eligibility score are the lowest of all the parameter heads.

Thus, the viability evaluation model (VEM), mentioned above, serves as a guideline for organizations as-well-as for entrepreneurs, who wish to commence BPO initiative in rural locations through telecenters. The outcome of viability model in the form of composite index score helps to evaluate the feasibility/potentiality of a rural location for rural BPO initiative and classify it as unsustainable, sustainable, viable or profitable. 

Apart from evaluating the viability of the rural location/telecenter, the individual parameters/factors provide a direction about the prevailing socio-economic and infrastructural readiness for any such initiative. Thus it is necessary that an informed decision should be taken on the feasibility of such initiatives at the rural location/telecenter, based on the strength of individual factors and overall model score; helping to scale-up smoothly and achieve sustainability quickly.

4.4 Starter Kit for Telecenters  
For the new telecenters to get well integrated and deliver the desired quality output is a challenge, as new BPOers lack the desired employability skill-set for BPO jobs nor can they quickly grasp notions of BPO services. Hence, training and capacity building of BPOers at new telecenter is of paramount importance for standardization, managing quality and sustainability; a challenge to manage it cost-effectively for the decentralized telecenters.

Foreseeing from piloting that this could be a major challenge while scaling up, Drishtee has designed a Starter Kit for new telecenters - to facilitate on understanding, building capacity, training and skill-base enhancement for the BPO jobs/services, prior to its integration with the ecosystem. This initial phase of capacity building of new telecenters is of 2-3 months before it gets linked to the network.

The Starter Kit, designed for new telecenters, is an important guide for initiation as-well-as for maintaining the desired standard for quality and productivity. The Starter Kit contains the following elements:
a) Infrastructural requirements (at telecenter)
b) Training Manual (on IT and BPO Skills)
c) QA Guidelines (general guidelines to adhere quality)

d) Sample jobs (to understand and test skills)
The objectives behind the starter kit are – providing an initial idea to TC owner on BPO business/services, technical requirements to face technological challenges inherent to rural areas, and most importantly to build capacity of TCs and enhance skill-level of the BPOers in providing BPO services; thus contributing to achieving sustainability while scaling-up.

4.5 Sustainable Business Model 

Moving from pilot to large-scale implementation requires significant adaptations to business models and operations to function effectively at scale and be cost effective. As mentioned, while Scaling-up process seeks ‘to bring more socio-economic benefits to more rural youths/community over a wider geographical area through telecenters’, Financial Sustainability is ‘Integrated system’s ability to generate enough revenues to cover its expenses and sustain operations’ - generating  return on investment for the stake-holders whose money is used to fund the start-up costs/operations. This section will try to understand the financial sustainability of the scale-up effort, as per the outreach plan, for Rural BPO Services through telecenters.

Having identified the rural telecenters (TCs) to scale-up, provided them the Starter Kit for building capacity and then linking it to the integrated system for rendering rural BPO services, the next step is to understand the financial sustainability of the total system while scaling-up over a time horizon. The major questions that are addressed here for scaling-up and managing sustainability are – what are the major considerations for the business plan? What is the relationship between sustainability and scale? How much capital investment is required to start-up? What is the management and operations budget/expenses while scaling up? Cash flows over time-horizon? Overall estimate of financial sustainability i.e. whether it can sustain itself in the long run? – with an eye to break-even points, operating capital required to survive the start-up phase, average income/profit or return on investment to stake-holders, and the sensitivity analysis or tests for different business scenarios. 

SBM and its purpose
To help answering these questions, Drishtee has designed a business model/plan which will be referred here onwards as ‘Sustainable Business Model’ (SBM). The SBM is the business model designed by Drishtee for financial planning and analysis of the scale-up project of Rural BPO services through telecenters. The purpose of this business planning process is simply to reduce risk, and to bring the discipline of systematic thinking into a process that has a healthy component of optimism and social commitment/impact as-well-as to communicate the business model to stake-holders including telecenter owners. The results from the SBM will provide implementers with important data required for analysis and decision-making on scaling-up, and for stakeholders to help understand their investments and return on it. 

Use of Spreadsheet
The standard tool for carrying out the financial analysis is a spreadsheet, which Drishtee has used here for SBM, to itemize all the costs and revenues, consider all the assumptions that change over time, and basis for estimating the values. It then aggregates the results into a multiyear time span, to arrive at results on potential for sustainability or profit, the revenues and cash flows over time-horizon, the break-even points, etc. Financial planning is a recursive process that is done repeatedly and making adjustments according to issues emerging from the implementation of assumptions taken, and so was the case for Drishtee when designing the Sustainable Business Model (SBM).

Main Considerations
In Drishtee’s SBM, the main considerations for determining financial sustainability are the followings:

· Targets for scaling up over time, as per the outreach plan - TCs getting linked and stakeholders (QA Nodes & BPOers),

· Capacity utilization and Wage rates

· Clients type and their mix

· Revenue split/sharing among stakeholders

· Current and expected costs and revenues

The following sections present the summary of the Sustainable Business Model (SBM) including Major Assumptions, Results & Findings and Sensitivity Analysis; to help understand the financial sustainability and social impact of the scale-up effort, based on the model adopted.

A) Major Assumptions:

The main assumptions considered in the Rural BPO Business Model for sustainability analysis are the followings:

1) Time Horizon:
A time-horizon of 4 years (16 Quarters) has been considered, which is moderate, and also because by the end of the 4th year the maximum capacity of RBC (Rural BPO Center) working in 2 shifts is fully utilized as per the growth assumptions; Thereafter, needing a capital investment for a second RBC with same infrastructure and manpower base as the first one.

2) Growth Assumptions & Capacity Utilization:

The business model assumes the following growth projection and max. capacity utilization, for scaling-up, as per the outreach plan. 

· 33  Telecenters coming on-line per year (15 in Qtr1, 18 in Qtr3)
· 132 TCs gets linked to RBC after 4 years

In Rural BPO Center:

· 11 QA Nodes per year at RBC (5 in Q1, 6 in Q3)

· 1 QA Node at RBC to manage 3 TCs i.e. 9 BPOers job
· 1 Reserve QA Node for every 10 QA Nodes (preferred)
· 8 hrs of work per shift x 25 days a month. Double shift when required.

In Telecenters:

· 3 BPOers per Telecenter (TC)

· 8 hours of work per shift x 25 days a month, work in single shift,

· BPOers Productivity = 70% in Qtr 1 (Q1), 80% in Qtr 2 (Q2), and
95% in Qtr 3 (Q3) and onwards.
Max. 6 months time is considered for BPOers to attain the required skills/productivity level. 

3) BPOers (operators) Earnings:

Primary and secondary research reveals that for low-end BPO jobs/services the average wage in rural India ranges between INR. 1,800 – 3,500 per month.
Therefore, the wage considered in the business model for operators (BPOers-BPO/Data Entry Operators; CCoper– Call-center Operator; QA Node– Quality Assurance person) are:

BPOers    = INR. 3.600/month  @ INR. 18 per job-hour  (Paid by TC Owner)

CCoper    = INR. 4.000/month  @ INR. 20 per job-hour  (Paid by Drishtee)

QA Nodes= INR. 5.000/month  @ INR. 25 per job-hour  (Paid by Drishtee)  
4) Clients Mix & Job Rates:

The assumptions on client-mix and job-rates are based on secondary data collected from various sources. For low end jobs (like data entry/digitization work) the revenue earning rates in domestic BPO market (India) ranges between Rs. 40 – 50 per job-hour, where-as from foreign clients (US or UK based) it can fetch a higher rate of approx. USD 2 (Rs. 80 per job-hour).

A scenario with the best possible mix of clients (optimistic scenario) is considered in the SBM for analysis. Other scenarios (intermediate and pessimistic) and their analysis will be presented at the end of the section, in sensitivity analysis.


Clients-Mix & Job Rates (optimistic) – 

Domestic Clients = 35% share (of total jobs) @ Rs. 45 per job-hour

Foreign Clients    = 65% share (of total jobs) @ Rs. 70 per job-hour

Resultant Revenue Rate (weighted) = Rs. 61 per job-hour

 5) Revenue Sharing Ratio:

The revenue split among major stake-holders considered in the business model is based on our research and learning during piloting and is as mentioned below.

Drishtee: Telecenter Owner = 40%:60%  

6) Manpower Required at start: 
· At the Home Office: 

     For Marketing, Quality Assurance and Management. 

COO (1) Business Development Manager (1), Business Development Executive (1),    Quality Manager (1), Quality Executive (1), Training Manager (1), Accountant (1).

      Note: At the beginning of the 2nd year there will be added (1) Business Dev. Exec. 

               and (1) Quality Executive at the Home Office.
· At the Rural BPO Center: 

      For Quality Assurance and Operations.

     Center Manager (1), Quality/Training Supervisor (1 per shift), Accountant (1), 

      Administrative Assistant (1), Electrician (2), Attendant (2), Security Person (1).

7) Annual Inflation/Adjustments:
Important cost-elements have been subjected to adjustments due to annual inflation factor, considering the current Indian Inflation rate of 5%p.a on expenses like operators earnings, revenue rate, electricity rate, internet charges, rent charges, etc.; for salaries of management staff the adjustment factor considered is 10% p.a. following current policies of Drishtee.
B) Results & Findings:  

This section presents financial results of the SBM after calculations, with assumptions previously mentioned. Results will be generally given for Drishtee (HO & RBC) and 1 Telecenter, to better understand the impact of scaling up on each stake-holder/ entrepreneur.  

All financial figures are in INR. (USD 1 = INR 42 approx.)
1.  Start-up Capital Expenses (CapEx) 
Based on the SBM assumptions, the below table shows Initial CapEx (in Q1) for RBC and one TC.                                                                                                    
                   (Financial Figures in INR)
	RURAL BPO CENTER (RBC)
	TELECENTER (1 No.)

	Item
	Cost
	Item
	Cost

	Connectivity (VSAT-ISDN) and DG Set 
	90,000
	Personal Computers (3)
	45,000

	UPS, Furniture, Lights, etc. 
	125,000
	
	

	Equipments for - Staff (3), QA Nodes (16) & CCoper (4)
	367,000
	Other Equipment
	21,000

	Total CapEX
	582,000
	Total CapEx
	66,000


RBC: CapEx required for start-up and considers investment for PCs (23 nos.), VSAT, DG Set (back-up power), UPS, ISDN line, etc., in phased manner, so that it can take care of linking 132 TCs upto the end of 4 years. RBC is set-up on a rented space having 550 Sq.Ft. Refer section 2.5 (chapter-2) of the report, for detailed technical requirements to set-up the RBC. 
TC: In existing telecenter (as considered in the model), CapEx includes investment for PCs (for 3 BPOers), and equipments for back-up and connectivity (UPS system, GPRS). Out of the 3 PCs required, if the TC has any or goes for second-hand PCs then the CapEx requirement will be less. 

2. Average Operational Expenses (OpEx) 
OpEx includes Manpower, Financial Charges (against loan), Depreciation, and Admin. Expenses (for Internet, Electricity, Rent, Overheads, Travel & Communications, Maintenance, etc.). Manpower Expenses are based on assumptions mentioned above. TC owner pays wages of BPOers (3). The OpEx per Qtr (averaged out on total 4 years) are shown at below table for HO, RBC and one TC. Manpower expenses, as a percentage of total OpEx, constitutes respectively 68% in HO, 53% for RBC and 66% for TC.
                      (Financial Figures in INR)
	
	HO
	RBC
	TC (1)

	Avg. OpEx ( INR/Qtr)
	1,326,913
	991,992
	53,033


   3.   Investment/Funding Requirements
Initial investment requirement for each unit worked out from Total CapEx plus Operational deficits until the Break-Even point (Q5-Drishtee, Q2-TC Owner). Fund requirement for investments and proposed sources of funding is as presented below. 

                     (Financial Figures in INR)
	
	Drishtee ( HO & RBC )
	   TC Owner (1)

	Investment Required 
	2,602,950
	66,000

	Loan Amount
	1,301,475
	49,500

	Equity/Own Resources
	1,301,475
	16,500

	Loan as % of Inv. Required
	50%
	75%


   4.   Loan Considerations
Drishtee and TC Owner each ask for a loan for initial investments from financial institution as per the interest rates and repayment considerations mentioned in below table. TC owner pays higher interest rate (18%) because of smaller loan amount and may not have past credit history. 

Considering, Drishtee receives loan with 1 year of moratorium period, thus pays only interest for first 4 quarters, and starting from Q5 pays back equated quarterly repayments @ INR 191,315 for 8 quarters, ending at  Q12. Drishtee uses loan for capital expenses (INR 762,000) and a portion of operational expenses (INR 539,475) in quarter 1.
TC owner seeks loan for INR 49,500 (75% of total CapEx) for 12 quarters (3 years), and making equated quarterly payments of INR 5,342 from quarter 1, for capital and interest repayment. 

	
	Drishtee
	TC Owner (1)

	Loan Principal  (INR)
	1,301,475
	49,500

	Interest Rate (p.a.)
	15%
	18%

	Equated Quarterly Repayments (INR)
	191,315
	5,342

	Loan Period (Qtr)
	12 Qtr (3 years) 
with 1 year moratorium
	12 Qtr (3 years) 

No moratorium

	Last Quarter of Re-Payment
	Q12 
	Q12 


     5.   Revenue Stream for entire System


Avg. monthly revenues, year-wise, for entire ecosystem considering all operations (Data and Voice) are as given in table below. Drishtee revenue share is 100% in voice-based jobs and 40% in data-based job, as TC Owner earns 60% from data-based jobs delivered. Revenue increases considerably with time when more TCs gets linked, as shown in below table for year 3 and year 4.


                      (Financial Figures in INR)
	
	In Year 1 
	In Year 2
	In Year 3
	In Year 4

	#TCs linked (by year end)
	33
	66
	99
	132

	Total System - Avg. Rev./Month 
	818,775
	2,127,313
	3,543,573
	5,054,466

	Drishtee - Avg. Rev./Month
	349,110
	873,605
	1,465,057
	2,071,796

	TC Owner (1) – Avg. Rev./Month
	18,743
	21,995
	23,095
	24,249


6.   Net Profit/Loss  
Table below shows the Net Profit/Loss (after paying taxes) per Qtr. for each stake-holder (Drishtee & TC Owner). Figures provided are for selected quarters (Q) only, to better understand the financial perspective of stake-holders on the 4-year time-span. Drishtee pays tax (34% on Operational Profit) and TC owner does not pay tax, as not applicable when profit is less than INR 10,000 per month (i.e. INR 30,000 per qtr). Tax is country specific and considered here in Indian context.

          
                  (Financial Figures in INR)
	Agent
	Year 1 – End 

Q4 
	Year 2 – End

Q8 
	Year 3 – End

Q12 
	Year 4 - End

Q16

	Drishtee – Net Profit/Qtr
	-114,442
	613,379
	1,387,432
	2,453,675

	TC Owner(1)- Net Profit/Qtr
	12,276
	13,003
	13,712
	19,737


Thus, Rural BPO is financially sustainable as evident from the above table; showing net profit from 2nd year for Drishtee and from 1st year for TC. Drishtee’s revenue earnings depend on number of TCs getting linked per year; thus profits increase when more TCs are linked, as in year 3 and year 4.

TC owner maintains similar profits per quarter until 3rd year, and on completion of loan repayment (in Q12) its net profit significantly improves. TC Owner’s net profit is after paying all the expenses, including wages of BPOers.

The graphs below show net profit/loss for Drishtee and TC owner for the 16 Quarters of analysis, as well as the Break-Even Point.
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        Fig 4.1: Net Profit/Loss for Drishtee – 16 Quarters

Net profit for Drishtee is higher in Q7 than Q8 because of less tax paid in Q7 due to cumulative losses until that point (operational profit is same for Q7 and Q8).
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TC Owner - Net Profit/Loss per Quarter


Fig. 4.2: Operational or Net Profit/Loss for TC Owner 

      7.   Break Even Point (Quarter) 
If a Break-Even point exists and initial investment can be recovered, then the project is financially sustainable. As per calculations in the SBM, the Break- Even point for Drishtee and TC owner are at Qtr 5 and Qtr 2 respectively:
                                    (Financial Figures in INR)
	Agent
	Quarter
	Net Revenues at B.E. Quarter

	Drishtee
	Q5
	2,224,908

	TC Owner
	Q2
	52,920


TC owner reaches the Break-Even point early due to higher revenue share among stake-holders. Hence, Rural BPO is financially sustainable as there is (i) early break-even for each stake-holder, (ii) net-profit there after, and (iii) also they can repay the loan in time.

      8.   Analysis of Performance 

Table below shows performance on key financial indicators for selected Quarters (i.e at end of year 1 to 4) as-well-as for total 4 years period, for Drishtee and TC Owner (1).

	Agent
	Q4 
	Q8 
	Q12 
	Q16

	Drishtee - % Op. Profit
	0%
	26%
	44%
	56%

	Drishtee - % Net  Profit
	0%
	20%
	29%
	37%

	Drishtee – ROI (%)
	0
	80%
	182%
	322%

	TC Owner - % Net  Profit
	20%
	20%
	20%
	27%

	TC Owner – ROI (%)
	19%
	20%
	21%
	30%


                        Note: ROI = Return on Investment

To summarize, based on the assumptions made for optimistic scenario, Rural BPO through Telecenters is not only financially sustainable, but also yields good profits and return on investments for both the stake-holders. In the last quarter, the percent net profits are nearly similar for both stake-holders, but the ROI is much higher for Drishtee than TC Owner as it benefits from low Capital Expenses when scaling-up through telecenters. Drishtee’s return/earnings will be used for training, research, business development, monitoring, and improving the effectiveness of the integrated system. 
C)    SENSITIVITY ANALYSIS:
Sensitivity analysis is carried out to analyze how sensitive key results are to the changes in variables (considered in assumptions for SBM). Tests with different scenarios allows for further understanding the risk and for creating strategies against eventual situations, such as low business/jobs volume, decrease in rates by competitors, and client-mix variation from optimal scenario. 

Given below are the variables/parameters used in tests for sensitivity analysis, followed by the results under different scenarios.

     1.  Parameters/Variables considered for Analysis:

· Volume of Jobs:( in job-hours per day)
Working at full capacity         = BPOers work 8 hrs / day

Working at semi-full capacity = BPOers work 6 hrs / day

· Mix of Clients:
Optimistic Scenario     - Foreign : Domestic = 65% : 35%

Intermediate Scenario - Foreign : Domestic = 50% : 50%

Pessimistic Scenario    - Foreign : Domestic = 45% : 55%
· Revenue Sharing:

Drishtee : TC Owner = 40% : 60%

Drishtee : TC Owner = 38% : 62%

· Change in Revenue Rate:

Changes in revenue rate by INR 1.

     2.  Results:


Results from sensitivity analysis have been shown separately for Drishtee and TC owner (1), for the followings:

· Break Even Point

· Revenues at Break Even Quarter

· Average Net Profit per Month

· Return on Investment (ROI) after 4 years

Tables below show the results for sensitivity analysis, starting with Drishtee and followed by results for TC owner, under each of the scenario, while (a) working at full capacity and (b) semi-full capacity. Also, showing, the effect on average profit due to increase/decrease in revenue earning rate by INR 1.

(All financial figures are in INR).
Results of Sensitivity Analysis – for Drishtee (DF)
a) Working at full capacity (BPOers work 8Hrs/day)        

                  (Financial Figures in INR)
	Scenarios / Client Mix
	Pessimistic 
	Intermediate
	Optimistic 

	Rev. Allocation (DF-TC)
	38 : 62
	40 : 60
	38 : 62
	40 : 60
	38 : 62
	40 : 60

	Break even Quarter
	Q7
	Q7
	Q7
	Q7
	Q7
	Q5

	Revenues at B.E. (INR /Q)
	2,646,402
	2,779,718
	2,702,691
	2,838,969
	2,871,557
	2,224,908

	Avg. Net Profit / Month
	169,506
	204,032
	184,084
	219,377
	228,678
	269,671

	ROI (After 4 Years)
	10.68
	12.85
	11.60
	13.82
	14.40
	16.99


Note: Profit includes Data & Voice Operations; DF = Drishtee; TC = TC Owner
Rural BPO is financially sustainable for all scenarios: For Drishtee, the Break-Even point is reached in Qtr. 7 (Q7) except for most optimistic scenario (Q5). There is good amount of Profits and the ROI indicator also shows better return for Drishtee. 
b) Working at semi-full capacity (BPOers work 6Hrs/day)
                 (Financial Figures in INR)
	Scenarios – Client Mix
	Pessimistic 
	Intermediate
	Optimistic 

	Rev. Allocation (DF-TC)
	38 : 62
	40 : 60
	38 : 62
	40 : 60
	38 : 62
	40 : 60

	Break even Quarter
	Q9
	Q9
	Q9
	Q9
	Q9
	Q7

	Revenues at B.E. (INR /Q)
	2,686,229
	2,815,075
	2,740,630
	2,872,340
	2,903,836
	2,290,893

	Avg. Net Profit / Month
	10,736
	44,981
	26,846
	59,227
	66,344
	101,209

	ROI (After 4 Years)
	0.68
	2.83
	1.69
	3.73
	4.18
	6.38


In semi-full capacity (with insufficient BPO Jobs), financial sustainability is possible but with lower profits. Break even moves to Qtr.9 (Q9) except for most optimistic scenario (Q7), and Profits are significantly reduced than that working at full-capacity.
Results of Sensitivity Analysis – for TC Owner  
a) TC Owner - Working at full capacity (BPOers work 8Hrs/day)
          (Financial Figures in INR)
	Scenarios - Client Mix
	Pessimistic 
	Intermediate
	Optimistic 

	Rev. Allocation (DF-TC)
	38 : 62
	40 : 60
	38 : 62
	40 : 60
	38 : 62
	40 : 60

	Break even Quarter
	Q3
	Q3
	Q2
	Q3
	Q2
	Q2

	Revenues at B.E. (INR /Q)
	59,636
	57,313
	51,336
	58,995
	54,684
	52,920

	Avg. Net Profit / Month
	3,219
	2,545
	3,684
	2,995
	5,077
	4,343

	ROI (After 4 Years)
	2.34
	1.85
	2.68
	2.18
	3.69
	3.16


DF = Drishtee; TC = TC Owner

Even for TC, the Rural BPO is financially sustainable for all scenarios. TC Owner has Break-Even within the first 9 months (Q2 to Q3). Average Net Profit per Month is attractive enough for TC owner to add rural BPO as a service: they have good return on their investment and also providing income opportunity to rural youths (BPOers). 

b) TC Owner - Working at semi-full capacity (BPOers work 6Hrs/day)
          (Financial Figures in INR)
	Scenarios - Client Mix
	Pessimistic 
	Intermediate
	Optimistic 

	Rev. Allocation (DF-TC)
	38 : 62
	40 : 60
	38 : 62
	40 : 60
	38 : 62
	40 : 60

	Break even Quarter
	Q3
	Q3
	Q3
	Q3
	Q3
	Q3

	Revenues at B.E. (INR /Q)
	44,727
	43,284
	45,721
	44,426
	48,703
	47,132

	Avg. Net Profit / Month
	904
	399
	1,253
	736
	2,297
	1,747

	ROI (After 4 Years)
	0.66
	0.29
	0.91
	0.54
	1.67
	1.27


DF = Drishtee; TC = TC Owner

While working at semi-full capacity, the situation is delicate for TC owner. Break even happens after 9 months (Q3) for all scenarios. Avg. net profit per month is significantly reduced than that at full-capacity utilization under all scenarios. TC owner can only get his investment returned in optimistic scenarios.

Sensitivity Analysis with Change in Revenue Rate - Drishtee & TC Owner 
Revenue earning rate is another key factor for financial sustainability, as it impacts the bottom-line. Sensitivity analysis was carried out to understand the impact on profits due to incremental change (by INR 1) in revenue earning rate, for Drishtee and TC Owner. The tables below show the impact on net profits for Drishtee and TC Owner under different Revenue Sharing ratios and while working at full or semi-full capacity condition.  

a)  Working at full capacity (BPOers work 8 Hrs/day)

 
                 (Financial Figures in INR)
	Avg. Change in Monthly Profit/Loss with Changes of INR 1 in Revenue Rate 

	For All Scenarios (Optimistic, Intermediate, Pessimistic)

	Rev. Sharing/Allocation (DF-TC)
	38 : 62
	40 : 60

	Change in Monthly Profit – Drishtee
	11,945
	12,992

	Change in Monthly Profit - TC Owner 
	372
	360


b)  Working at semi-full capacity (BPOers work 6 Hrs/day)
                 (Financial Figures in INR)
	Avg. Change in Monthly Profit/Loss with Changes of INR 1 in Revenue Rate 

	For All Scenarios (Optimistic, Intermediate, Pessimistic)

	Rev. Sharing/Allocation (DF-TC)
	38 : 62
	40 : 60

	Change in Monthly Profit – Drishtee
	10,867
	9,863

	Change in Monthly Profit - TC Owner 
	279
	270


Sensitivity analysis again shows TC owner is more sensible to changes in revenue rate. In an optimistic scenario, with 40:60 revenue sharing/allocation and working at full capacity, a change in revenue rate by INR 1 results in 5% change in average Monthly Profit for Drishtee and 10% change in profit for TC Owner.

Key Points for Sustainability

Rural BPO Business Model is financially sustainable in all the scenarios with good profits and return on investment (ROI), particularly while working at near full-capacity utilization and in intermediate to optimistic scenario. The Break-Even point for Drishtee and TC owner are reached at Qtr 5 and Qtr 2 respectively for optimistic scenario, and it shifts to Q7-Q9 and Q3 respectively in other/adverse scenarios.
Thus, the key points in achieving sustainability are - good business/jobs volume, better client mix with good margin, near-full capacity utilization (above 75%) and maintaining high productivity levels. 
CHAPTER - 5
CONCLUSION
5.1 Conclusion
The Rural BPO Piloting project, just completed, has accomplished the target set: (i) making operational the Regional BPO Center integrated with 3 nos. Telecenters for delivering BPO services, (ii) channeling economic opportunities to locality that would not otherwise have access, (iii) gained insights to help develop a sustainable business model for rolling out BPO services through telecenters, and (iv) developed tools/instruments for scaling-up and replication in other parts of rural India. 

To set-up and make operational the rural BPO at Saurath and linking it to telecenters was a colossal task, and so were the challenges; each problem needed a timely solution to keep the project on track and the achievement in the short run has been significant. The valuable insights and knowledge acquired from this piloting on business dynamics and challenges faced have been shared in this report so that others can also benefit from it.

The Rural BPO model piloted, at Saurath, proved to be viable technically, financially and socially; with substantial cost advantage over urban part in its overall operations and holding capacity to create income/employment opportunities for rural youths. While the telecenter based BPO Model offers enormous benefits ranging from low manpower cost and low infrastructural investment to better employment opportunities at village level and also socio-economic growth of rural community, the challenge is to scale this model to a large number of villages and manage sustainability. 

But there are inherent challenges for telecenters in rural areas, like un-reliable electrical power, poor connectivity, low skill-base, and difficulties associated in maintaining hardware; which needs attention while selecting the potential telecenters/location. 

The two major challenges in scaling-up are (1) Business Development to feed the integrated networked system with substantial BPO work volume at fairly good margin, and (2) Building Skill-base of BPOers at rural telecenters level (decentralized mode) for desired quality output and confidence level building. Both are also the key factors for attaining financial sustainability, as evident from the results of Sustainable Busines Model presented.
The learning and insights gained from piloting phase, coupled with the analysis and research work undertaken, helped Drishtee to develop an Outreach/Expansion Plan, the Sustainable Business Model, and other Tools & Instruments for scaling up with sustainability; as a part of comprehensive framework for up-scaling through telecenters in Drishtee’s network and Mission 2007 partner’s networks, in rural India. These tools/models provide strength to Drishtee BPO Team to effectively scale-up in other parts of rural India, beyond piloting. It can also be of immense value and help to others who would like to initiate/expand outsourcing business through rural telecenters.  

Sensivity Analysis carried out on our Sustainable Business Model shows that the important factors that lead to sustainability for rural BPO operation through decentralized telecenters are – 

· Volume of BPO Jobs and BPO Center’s Capacity utilization,
· Optimum mix of domestic and overseas clients/jobs
· Adequate Revenue Sharing among Stake-holders,
· Better Productivity and Quality performance (against benchmark)

Hence Capacity Building for each part of the process chain and its management is crucial for sustainability, particularly when starting with low-end jobs that has thin margin.
Road Ahead
The comprehensive framework discussed in this report, as a part of the road-map for scaling-up and replication of rural BPO services, clearly defines the expansion plan, selection criteria of telecenters, implementation guidelines, the business model, and includes the required packaged documents for partners/stakeholders. The expansion plan together with the tools/packaged documents will help to identify, integrate, build capacity and support the telecenters  for rolling out rural BPO services in Drishtee network as-well-as from selected few Mission 2007 Partner’s network, in near future.

As per the comprehensive framework, Drishtee would now like to scale-up the model, first in Drishtee’s telecenter network, stabilize the integrated system for some time, and then offer it to selected Mission 2007 Partners for linking their telecenters; providing a significant business opportunity for the stake-holders with social goals and catapulting the pace of rural development in the country under a wholly different paradigm.

__________________
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Case Study: Babubarhi Telecenter





Chandra Kishor Thakur, Owner of Pilot Telecenter at Babubarhi village (35 km away from Saurath) who participated in this piloting project, states that such service offerings from his telecenter has two-folded advantages: An additional income to telecenter by providing BPO services and more importantly opening up employment opportunity in the village for local computer literates, especially those who received computer training from the telecenter itself.





Telecenter is becoming a common place for the rural community to learn computer skills and work to earn; bringing rural youths into BPO fold and channeling economic opportunities to remote villages.





Case Study: Asha Jha, Saurath BPO Center





Asha Jha, a 37 yrs old rural women, mother of two children, who never thought that after 20 years of her marriage and without prior work experience, she will one day sit in front of computer with a head-phone and help distant customers through call-center services; an opportunity which BPO Piloting at Saurath has provided her by reshaping her career and building capacity. 





She is obliged to Drishtee Foundation and RBC management that have helped her to learn the skills and earn from it, near home – opportunity to help support her family.  More importantly, she has gained respect in her community, increased her self-esteem and is now more capable to take decisions on her own. 





Today, looking at her, other educated rural women are coming forward to learn and earn - breaking the old stigma of social restriction to come out of home and work; a social impact that was not visible earlier in remote village.








“I have developed my skills and have built the confidence to face any type of challenging work since I started working at the Saurath Rural BPO Center. It has also raised my standard of living” 





– Surendra Kumar Thakur, Rural BPO Operator, Saurath.
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