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This paper looks at telecom use at the bottom of the pyramid, or BOP, in emerging Asia,
where much of the ‘next billion subscribers’ are expected to come from. It explores the
potential for new customers and issues of affordability at the BOP. The findings reveal
potential for more than 140 million new connections at the BOP in Pakistan, India, Sri
Lanka, the Philippines and Thailand alone, with almost two thirds being mobile
connections; this will have major implications for the uptake of emerging mobile
applications. This paper also looks at the benefits, as perceived by current owners, of
phone ownership at the BOP, as well as the ‘gendered’ use of telecom at the BOP,
revealing a gender divide in India, Pakistan and to a small extent in Sri Lanka too. The
policy implications of the findings are briefly examined.
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The enormous potential at the ‘bottom of the pyramid’ or BOP (Prahalad 2004) has been
much talked about. In the telecommunications sector, companies are beginning to
understand this burgeoning market, and are adapting products and business models to
better serve its needs. In the telecom sector, ‘any-amount’ electronic top-ups on prepaid
mobiles are one such example, akin to the ‘sachet’ strategy adopted by many in the fast
moving consumer goods industry in developing countries (Kishore 2003).

The Asia-Pacific region is one of the world’s fastest growing telecom markets. It is widely
accepted that the ‘next billion subscribers’ will come from emerging markets, particularly
India, China and other emerging Asian countries. Given that South Asia contains the
largest number of poor people, it is therefore implicit that many of these new subscribers
will come from the BOP in Asia, especially South Asia.

This paper reports the key findings from “Teleuse@BOP”, a five-country study of the use
of telecom services at the BOP in emerging Asia. The paper will provide a deeper
understanding of the use of telecom services at the BOP, particularly among the vast
majority who do not own their own phones but are considering ownership. This study,
anchored on C.K. Prahalad’s argument that there is indeed “fortune at the bottom of the
pyramid” (Prahalad 2004), looked at the use of telephones among the lower socio-
economic strata or BOP within each country. The study revealed a combined potential
for close to 140 million new telephone connections at the BOP between mid-2006 and
mid-2008 in the five countries studied alone; most of these will be mobile connections.
This will have knock-on impacts on the uptake of emerging technologies becoming
available through mobile and SMS platforms, such as SMS-based remittances, voting
and banking.

This paper is divided into several sections: Section 2 looks briefly at the methodology
used in the study; Section 3 looks at the key findings of the study in four areas; Section 4
briefly considers some of the policy implications for serving the ‘next billion’ in these
markets; and Section 5 presents conclusions.

This paper is based on a study conducted in mid-2006 in five emerging Asian countries,
namely Pakistan, India, Sri Lanka, the Philippines and Thailand. The BOP was defined
as Socio-Economic Classification (SEC) groups D and E, in accordance with the
classification system commonly used in market research which classifies people as
belonging to groups A (the highest) to E (the lowest) based on the education and
occupational status of the chief wage earner of the household. A small sample of SEC
groups A, B and C were also taken in each country for comparison.

Telephone users, the target group of the study, were defined as those who had used a
phone (their own or someone else’s, paid for or free of charge) during the preceding
three months. Male and female telecom users between the ages of 18 and 60 from rural
and urban locations were studied.

Quantitative and qualitative research was undertaken. The quantitative module
consisted of more than 8,600 face-to-face interviews using a structured questionnaire,
and a diary placed to accurately record usage patterns among half of the sample.



Households were selected randomly, and within selected households, respondents were
selected randomly. The sample was designed to represent the BOP in each country so
that the findings could be projected back to this segment in each country.

A multi-stage stratified cluster sampling by probability proportionate to size (PPS)
technique was used to select the target number of urban and rural centres. After
determining the number of centres to be selected from each cell (strata in respective
provinces), urban and rural areas were selected again using PPS on a constant
population interval on geographically ordered centres within each cell.! In each selected
centre, a common place such as a road, park, hospital, etc. was designated the starting
point for contacting households.? Only one respondent was selected from each
household using the KISH grid (random number chart) to ensure random selection.
Within each country, data was weighted by gender, province group/zone and SEC group
(A, B, and C vs. D and E) to correct over- or under-sampling in certain areas and socio-
economic groups.® An overview of the sample size and composition is given in Table 1.

Table 1 — Quantitative sample overview

Country Population Sample Size Error margin

SECAB,C |SECD,E |Total at 95% ClI
Pakistan 166 million 731 1,081 1,812 3.0%
India 1 billion 652 3,348 4,000 1.5%
Sri Lanka 16 million (excl. 2 prov.) 596 481 1,077 3.0%
Philippines 87 million 92 1,008 1,100 3.0%
Thailand 65 million 348 352 700 7.0%
Total sample size: 8, 689

The qualitative module consisted of six extended focus group discussions (EGDs)* in
each country to enrich the findings of the quantitative survey. Each had an average of
eight respondents, including telecom users as well as non-users.> All groups were
conducted in the local language(s).

This section looks at some of the key findings that have emerged from this study. It
begins with overall levels of access and ownership among telecom users at the BOP,
then focuses on those who did not own their own phone and their prospects of getting
connected. The next subsection looks at the perceived benefits that accrue to phone
owners, pointing out why ownership is important and why access alone is not enough.
Finally, the last sub-section looks at the key findings relating to the ‘gendered’ use of
telecom at the BOP, in terms of both access and use.

! For this purpose, the cumulative population of all geographically ordered centres was calculated within urban and rural
areas of each province. To find out the sampling interval the total population of these centres was divided by the required
number of cities to be sampled from that cell. To select the first centre, a random number was generated. The centre
where that random number fell was the first selected centre. By adding the sampling interval to that random number, the
next centre was selected and so on.

2 Around each starting point, a maximum of ten interviews were conducted. The number of starting points was determined
in accordance with the total number of interviews to be conducted in each center.

% As a result of weighting by SEC in some countries the SEC A, B, and C weighted sample size becomes larger than the
SEC D and E weighted sample size where the former group forms a higher proportion of the country’s population.

* EGDs are longer than an average focus group — three hours or so as opposed to one and a half to two hours. The
advantage is that respondents are not rushed in an EGD.

® Someone who has not used any form of telecommunication during preceding three months.




3.1 Access and ownership: Has universal access been achieved?

The Asia-Pacific region is one of the world’s fastest growing telecom markets. While the
GSM Association claims that the next billion subscribers will come from developing
countries, a 2006 study by Informa Telecoms & Media forecasted that 45% of the global
growth by the end of 2006 would come from the Asia Pacific. Of this, 25% was expected
to come from India, Pakistan, the Philippines and Thailand — four of the five countries
considered in this study (DigiTimes 2006). Similarly, a recent report by Pyramid
Research estimates that globally, between 2006 and 2010 the number of subscriptions
will grow by 1.4 billion, raising the total base of mobile subscribers from 2.8 to 4.2 billion.
Of this, it is estimated that 87% will come from emerging Asian countries, with India
contributing the largest share, 294 million new connections (Arathoon 2007).

The current study revealed that access to a phone is extremely high in the countries
studied: of all those contacted through the random selection process, more than 90% in
all five countries had used a phone at least once during the preceding three months (see
Table 2). More specifically, more than 90% had made or received a call from any phone
in the last three months; this was the criteria for participating in the study. If for example
98% of the population of Pakistan has used a phone in the last three months, then it can
be inferred that the percentage of those at the BOP who have used a phone in the last
three months will also be high.®

Table 2 — Access to a phone

South Asia Southeast Asia
Pakistan India SriLanka  Philippines Thailand
Accessibility
(used a phone in the 98% 94% 92% 93% 95%
preceding 3 months)
Source: Outer sample

This finding is in sharp contrast to the much quoted claim that “half the world’'s
population have never made a phone call”,” which Kelly rightly states seems to be a
claim that has been “frozen in time” (2005, p.26). This is, however, more in line with ITU
estimates that about one fifth of the world’s population do not have access to

telecommunication (Kelly, 2005).

As Figure 1 shows, there are large contrasts in the primary access modes used at the
BOP between the South Asian and Southeast Asian countries. Phone ownership was
less prevalent in the former, resulting in a higher reliance on shared access modes
(either private or public), while in the latter, ownership (specifically of mobiles) is more
prevalent, and shared access modes were used less frequently at the BOP. ‘Ownership’
of mobiles was considered at an individual level, while ownership of fixed phones was
considered at a household level.

Among non-owners at the BOP in the five countries, the majority can get to a phone in
less than 10 minutes (see Figure 2).

® The separate numbers for the BOP are not available.
” See for example,
http://www.unrisd.org/unrisd/website/newsview.nsf/0/34329FCA3B21925D80256B7B003DCF2A?OpenDocument



Figure 1 — Primary access mode (most frequently used) atthe B OP (%)
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Figure 2 — The time it takes non-owners to reach the nearestp  hone

100% . . - ! — ]

80% —

% — W >60 minutes
% B 45-60 minutes
-(C:U 60% | — E— B 30-45 minutes
% — @ 15-30 minutes
c
2 @ 10-15 minutes
o
& 40% — )
S ] 0 5-10 minutes
{=
5 0 3-5 minutes
O\o | .

20% 0 < 3 minutes

0%

Pakistan India Sri Lanka Philippines Thailand

Based on these findings, it could be inferred that universal access has almost, if not fully,
been achieved in these countries. Even so, while this is a significant achievement, this is
not the end of the game. While users at the BOP seem to have access to many different
modes of telecommunication (personal mobile phones, household fixed phones, public
phones, neighbours’ phones, relatives’ and friends’ phones, etc.), as discussed earlier,
ownership patterns vary significantly across the region, with the South Asian countries
lagging far behind.

3.2 Potential subscribers at the BOP: The next bill ion?

Among those at the BOP who did not own a phone at the time of study, many indicated
that they were planning to buy a phone within the coming two years, i.e., between mid-
2006 and mid-2008, as Table 3 shows. The findings indicate that there are close to 140
million people at the BOP in the five countries covered by this study who could
theoretically become new telephone owners by mid-2008. This estimate is not
inconsistent with the estimates of the GSM Association and others who believe a large
proportion of new growth worldwide will occur in these five countries. Although these
prospective customers may already be contributing to the revenues of operators



(through the use of other peoples’ phones), it is estimated that in Sri Lanka, for example,
people would make almost twice as many calls if they obtained a mobile phone, and
more than twice as many if they obtained a fixed phone. However, several issues
pertaining to making phone instruments affordable at the BOP will need to be addressed
in order to capture this potential. As depicted in Table 3, the expected volume in South
Asia will be far greater than that of Southeast Asia.

Table 3 — Projected ownership growth at the BOP

South Asia Southeast Asia
Sri
Pakistan India Lanka | Philippines | Thailand

Plan to buy a phone between mid-

2006 and mid-2008 (% of BOP) 53% 38% 53% 42% 38%
Projected horizontal growth (non-
owners joining market), millions 26.0 79.7 1.3 6.5 1.3

Projected vertical growth (current
owners getting additional

connections), millions 7.3 3.6 0.3 11.9 2.8
Projected new connections at BOP,
millions 33.3 83.4 1.7 18.4 4.0

Projected total new connections at
the BOP across all five countries,
millions 140.7

Most of these new customers will have monthly household incomes of less than USD 5
per day, although a considerable number in India will come from households that earn
less than USD 2 per day. With the exception of Sri Lanka, the majority of respondents
planning to get connected said they intended to invest in mobile connections (see Table
4), which could amount to almost 100 million of the new connections. Given that more
than 90% of current mobile owners at the BOP in all five countries are prepaid
subscribers, it is likely that a large proportion of these new mobile connections will also
be prepaid.

Table 4 — Type of phone prospective owner would buy

South Asia Southeast Asia °
Pakistan India Sri Lanka Philippines
Fixed 23% 29% 52% 8%
Mobile 68% 67% 40% 91%
Have not decided yet 9% 4% 7% 1%

The question then remains, how do we convert non-owners into owners, to allow them to
avail of the benefits of access? This subsection looks at the potential new subscribers
and the barriers to ownership, as identified by current non-owners at the BOP in the five
countries.

Among non-owners, the key barrier to ownership is affordability, with more than 70% of
non-owners in each country rating non-affordability as the top reason for not owning a
phone. Although overall the BOP (owners plus non-owners) can afford to use a phone,’
the majority cannot afford to own one; they have to be content with using someone

® Thailand was dropped from this analysis because the base was too small to analyze at a disaggregated level
*The BOP (owners plus non-owners) rate the cost of using telecom services (on a five-point scale) as “somewhat
affordable” to “affordable”.




else’s. Surprisingly, affordability is also an issue for non-owners at the ‘top’ and ‘middle’
of the pyramid (SEC groups A, B and C).

In terms of getting connected, there appears to be a significant gap between the
expected cost and what the BOP can afford. While those at the BOP expected a
telephone to cost a certain amount, the amount they can afford to pay does not
necessarily reflect the ability to purchase a unit at the expected price, as seen in Table
5. This is true in the case of all four countries examined in the table.

Table 5 — Initial cost of obtaining a phone: Expectations vs. affordability
South Asia Southeast Asia *°
Pakistan | India | Sri Lanka Philippines

Amount that prospective owner expects a new phone ¢ onnection to cost

Below USD 25 79% 78% 10% 10%
USD 26-55 18% 18% 21% 39%
USD 56-85 2% 3% 29% 28%
USD 86-115 1% 0% 22% 18%
Over USD 116 0% 0% 19% 7%
Amount that prospective owner can afford to pay to obtain a new phone connection
Below USD 5 94% 97% 69% 70%
USD 5-10 5% 2% 26% 29%
USD 11-15 0% 0% 3% 0%
USD 16-20 1% 0% 1% 0%

Perhaps this cost barrier is a significant reason why about one third of the BOP mobile
owners surveyed were using second-hand handsets, as seen in Figure 3. The average
price paid for such recycled phones is about half that of brand-new ones. Although the
study did not consider the smuggled phone phenomenon (where import duties and
sometimes even government taxes are avoided), the industry believes a significant
proportion of mobile instruments in particular are brought into countries through such
illegal means, thus making them cheaper than official selling prices.

Figure 3 — Use of brand-new and second-hand handsets and price paid for same
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When it came to the cost of staying connected, i.e., average monthly expenditures,
expectations and affordability were better aligned than with respect to the initial costs,
seen earlier. Around 90% of non-owners in India and Pakistan expect monthly
expenditure on telecom usage to be less than USD 5, and around 30% in Sri Lanka and
40% in the Philippines expect their monthly expenditure to be between USD 5 and USD
10. Non-owners at the BOP can afford to pay less than USD 5 per month in Pakistan
and India and less than USD 10 in Sri Lanka and the Philippines. These numbers are
broadly comparable to the monthly ARPU (average revenue per user) figures for prepaid
connections —which form the majority of mobile connections — of around USD 5.

3.3 Why is ownership important? Perceived benefits of access to telecom

The previous subsections showed that although many at the BOP do not own their own
phones, most have some kind of access. So why is this not enough? Why is ownership
important? Many studies over time have concluded that access to telecom has a fairly
strong impact on economic growth and development. At a macro level, Hardy (1980),
Cronin et al. (1991, 1993), Parker and Hudson (1995), and Roller and Waverman (2001)
provide evidence for links between telecommunications and economic growth and
development in the developed world. More recently, Waverman et al. (2005) provide
evidence for such links in the developing world, demonstrating that in developing
countries, for every additional 10-percentage-point increase in mobile penetration,
annual GDP growth increases by 0.6%. These are just a few examples of such studies.
A wealth of anecdotal evidence is available to demonstrate income benefits on an
individual level, but few of these findings have been empirically reinforced at this micro-
level — although theoretically the benefits are large.*? This study also looked at the
benefits of having direct access (i.e., owning a phone) as perceived by the owners
themselves. The benefits were assessed on a five-point scale, in terms of the impact
that direct access has had on the following aspects of their life:

i. efficiency of daily activities

ii. financial (the ability to earn more using the phone or save a certain expense
that would have been incurred without the phone)

iii. family and social relations

iv. ability to act in emergencies

The mean responses are provided in Table 6.

Table 6 — Mean responses on the perceived impact of directte  lecom access

South Asia Southeast Asia
Pakistan India Sri Lanka Philippines Thailand
Efficiency of daily activities 4.17 3.90 3.98 4.40 4.37
Ability to earn or save 3.80 3.97 3.19 4.07 3.56
Family and social relations 4.30 4.14 4.35 4.45 4.66
Ability to act in an emergency 4.48 4.28 4.58 4.63 4.83
1 = worsened; 2 = slightly worsened; 3 = no change; 4 = somewhat improved; 5 = improved

" For example, as at June 2006, the prepaid ARPU for India was USD 6.34 per month (INR286) (TRAI 2006; p.24), and
the prepaid ARPU for the largest mobile operator in Sri Lanka as at end 2005 was USD 4.43 (LKR 452) per month (Dialog
Telekom 2006)

2souter et al. (2005) provide one such example.



Across the five countries, respondents at the BOP reported that the efficiency of their
daily activities has “somewhat improved” due to access to telephones. People highly
value contactability at any time, as well as at any location in the case of mobile phones.
Contactability through phones was seen as one of the key reasons driving people to
obtain mobile connections. Some findings that emerged from the Pakistani qualitative
studies (discussed in greater detail in the following section) showed that the male
participants felt that mobiles have reduced the dependence of females on them in
running general home errands and contacting loved ones.

When it comes to financial benefits (perceived, that is), there are mixed feelings at the
BOP. The highest negative responses were seen in Sri Lanka, with a quarter of Sri
Lankans at the BOP feeling that direct access has in fact worsened their ability to earn
or save. There appears to be a ‘disconnect’ in people’s perceptions between efficiency
gains (e.g. saving travel time and cost) and financial gains, which initially seems fairly
counterintuitive. There are a number of possible reasons for this, which will not be
explored in depth in this paper.*®

However, this is not to discount the body of research which demonstrates links between
access to telecom services and income improvements, or the reports of farmers and
fishers checking prices before they sell their goods. In India, Pakistan and the
Philippines, for example, more than 60% of those engaged in agriculture feel that access
to telecom improves both the efficiency of their daily activities as well as their ability to
earn or save more. This goes to show that not only the cost but also the availability of
relevant information (such as agricultural prices via phone and SMS) can play an
important role in allowing people at the BOP to financially benefit from access to
telephones.

Phone owners by and large testify that access to a phone can enhance their family and
social relations. The qualitative findings reinforced this sentiment, with many citing the
importance of phones in maintaining relationships and feeling connected to loved ones
and the outside world. This finding concurs with much of the existing research in the
developing world (Souter et al. 2005; Vodafone 2005; Zainudeen et al. 2006) as well as
the developed world (Keller 1977; Noble 1987).*

The biggest and most widespread impact of access to telephones at the BOP is in
creating a sense of security, due to the ability to act in an emergency. Benefits can also
be seen in disaster management, through all stages from warning to response to
recovery (Samarajiva et al. 2005).

3 This issue is dealt with in a separate paper, presented at the Centre for Poverty Analysis Annual Symposium on Poverty

Research in Sri Lanka, 6-7 December 2007, Colombo, available at http://www.lirneasia.net/wp-

content/uploads/2007/04/lirneasia_teleuse_cepa_-mar07_v30.pdf. Some of the possible reasons are as follows:

. The phone is rarely used for business purposes at the BOP (seen in the current study, as well as other studies in
Asia and Africa).
A significant barter economy which exists at the BOP leads the lines between economic transactions and social
communications to become blurred.
There is a limited group within society who make direct earnings by using a phone, i.e., those who sell minutes and
those who use the phone to sell their product or service; these are the people who are most likely to see a
connection between the telephone and their earnings, if any.

- The high cost of service outweighs the perceived benefits, if any.

!4 Cited in Wei and Lo 2006, p. 56
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3.4 Uneven access? The gendered use of telephones a  t the BOP

Much of the existing literature suggests the existence of a ‘gender divide’ in terms of
access to information and communication technologies (ICTs), particularly in developing
countries. Further literature, based primarily on small-sample studies in affluent
developed countries, suggests that there are significant differences in the ways in which
men and women use ICTs. For instance, women are said to use telephones for longer-
duration calls and to use them primarily for what can be broadly termed ‘relationship
maintenance’, or keeping in touch. Men presumably make fewer calls, spend less time
on the phone, and use the phone primarily for ‘instrumental’ purposes — essentially, to
attain an objective (see for example Moyal 1992; Fischer 1992; Rakow 1992; Smoreda
and Licoppe 2000).

The findings of this study show that a significant gender divide in access to telephones
exists in Pakistan and India, and to a lesser extent in Sri Lanka, but is generally absent
in the Philippines and Thailand. From Table 7, it is evident that women had less access
to mobile phones (individually owned) than fixed phones (household owned) in the South
Asian countries studied. At first glance, it appears that Pakistan exhibited the most
severe divide in mobile access. However, when the ratios of male to female use are
considered, it appears that Pakistan and India suffered equally large gender divides, but
at different levels of penetration. There were 2.7 males for every female who used their
own mobile as the most frequently used phone in both countries.

Table 7 — Access to a phone at the BOP: Primary phone used by males versus females (%)

Pakistan India Sri Lanka Philippines  Thailand
Fixed phone Male 11 9 19 3 4
(household owned) | Female 16 10 23 4 12
Mobile phone Male 30 12 22 56 76
(individually Female 11 5 12 55 70
owned)
Public access Male 45 71 31 7 7
phones Female 24 70 26 7 6
Other peoples’ Male 13 8 27 34 13
phones (other Female 48 16 39 33 12
household
members,
neighbours,
friends, relatives,
workplace)

The divide was present to a lesser degree in Sri Lanka (with a male:female ratio of
1.8:1), and hardly present at all in the Philippines and Thailand (1:1 and 1.1:1,
respectively). With regard to public access phones, there was a significant gender
disparity in Pakistan, with only 24% of female respondents compared to 45% of male
respondents accessing this kind of phone (a ratio of 1.9:1). Access to public phones in
the other four countries was equitable, with ratios of close to 1:1. Similar patterns were
also seen in the higher socio-economic groups.

The Pakistani case is possibly exacerbated by specific cultural and social contexts.
However, these findings seem to suggest a link between the magnitude of the gender
divide and overall penetration levels in a country. This implies that as economic growth
and development take place and overall penetration levels increase, the gender divide

11




will narrow. This is intuitive: as incomes grow, and households are able to afford more
than one phone, women’s access will also improve in this regard. However, the evidence
of a divide of the same magnitude in the higher socio-economic groups in the same
countries seems to suggest that this narrowing will not take place in the short or perhaps
even medium term in the affected countries. Therefore, policy-makers should make
efforts to speed up this process through policies which will enable wider telephone
uptake, especially of mobiles, given the potential offered by new mobile-based
applications such as mobile banking, mobile remittance services, SMS voting, etc.
Further study using time-series data could shed more light on this theory.

This study challenges some of the findings of studies which claim that women’s and
men’s use is fundamentally different. Women'’s use of telephones at the BOP in India,
Sri Lanka, the Philippines and Thailand does not seem to differ much from men’s in
terms of the level of usage (number of calls and duration of calls). Pakistani women
appear to make fewer calls, but for longer durations; this may have to do with the limited
access to phones that was seen earlier. When it came to purposes of phone usage,
Pakistani and Filipino women did use the phone for relationship purposes more than
men, as claimed by the existing literature. However, Indian, Sri Lankan and Thai women
did not use the phone more than men for relationship maintenance, thus challenging the
literature. These findings also held true in the more affluent socio-economic groups,
which implies that even among those with greater spending power and higher levels of
phone usage, there are no apparent differences between men and women at different
‘levels’ of the economic pyramid within these emerging Asian countries. This then
suggests that emerging Asian telecom users are fundamentally different from those in
developed countries, not just at the BOP, but perhaps also in the remainder of the
economic pyramid.

This section briefly examines the policy implications arising from the findings described
in the preceding sections.

There is vast potential for telephone uptake in the region, especially South Asia.
However, the biggest barrier to greater ownership seems to be affordability. While most
at the BOP can afford to use a telephone, many cannot afford to own their own. The
guestion is, how do we push out the affordability frontier and convert these non-owners
into owners? How can we make a phone affordable for those on incomes of USD 2 a
day in India?

The answer lies partly with policy-makers, partly with industry and partly with the market
itself. The challenge for policy-makers and the industry is to facilitate the ownership of
phones at such a low disposable income, hitherto not considered by conventional
wisdom. Affordability barriers such as mobile-specific taxes and the relatively high cost
of handsets (although prices are going down) need to be overcome if we are to find a
sustainable solution to the problem. Further, steps should be taken to ensure that the
design of such taxes does not hinder growth of fixed and mobile subscribers at the BOP
in any significant way.™ The key is for the government to create an enabling
environment for the private sector to act in.

!5 LIRNEasia recently played a significant role in mitigating the worst of a proposed flat rate tax on SIM cards and further
taxing mobile use in Sri Lanka. LIRNEasia research was used to illustrate why the Sri Lankan government’s proposed
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Operators can help to widen the set of potential income benefits of ownership, perhaps
through the provision of useful ‘content’ through telephones, such as agricultural prices,
etc. They could even promote reseller models, similar to the Grameen model,*® which
can stimulate demand for minutes as well as further improve access.

Given the right conditions, the market will adapt and innovate to find its own solutions to
the problems of affordability. A testament to this is the popularity of the ‘missed call’ or
‘beeping’ phenomenon, found to be used among more than one third of users at the
BOP in Pakistan, India, Sri Lanka and Thailand, and about two thirds of those in the
Philippines.

On the gender front, it is evident that since public/shared access is the primary form of
ICT access in the five countries studied, addressing the gender divide in these markets
will involve significant repercussions on the design and implementation of such public
access phones and telecentres. Of particular concern is the case of Pakistan, where
telecentres and other public-funded ICT access operations provide little or no benefit to
women due to the prevailing social norms and conditions in the country. Such public
access points need to be made more female-friendly, perhaps by having them operated
by females, or having certain days or times when only women are permitted to use them.

A more sustainable solution would be to push mobile uptake in a big way. If resources
are allocated toward encouraging the private sector to expand investment in
infrastructure for mobile telephony, overall penetration will increase, and perhaps as the
research seems to suggest, the ‘divide’ will narrow. This will have knock-on impacts on
the uptake by women of other mobile-based services such as SMS. These services can
be of great value, for example in sending and receiving remittances through electronic
payment facilities on mobiles and SMS voting, and are gaining importance in today’'s
context.

YO#

This study finds that alImost everyone at the BOP in Pakistan, India, Sri Lanka, the
Philippines and Thailand has access to telecommunication services, either through their
own phone or someone else’s. However, the gap between those who use telecom
services and those who actually own a telecom device is extensive, indicating vast
potential for marketing telephones in the region. This potential could be as high as 140
million new connections in the next two years, of which almost 100 million will be mobile
connections. This means 100 million potential new users of emerging technologies
based on mobile platforms, such as SMS-based remittance services, SMS voting,
mobile banking, etc. Such technologies would perhaps improve the economic value that
BOP owners derive from telephones. It is therefore imperative to tackle the key barrier to
ownership, namely affordability, in order to facilitate these 140 million new connections
and more.

In conclusion, there is great potential for expanding ownership, and thus the benefits of
telecom access, at the bottom of the socio-economic pyramid. However, efforts on the
part of multiple stakeholders are required. Numerous issues in policy, content and user

plan to levy a flat rate 50-rupee tax per SIM card at purchase plus a 7.5% mobile levy on top of the general taxes would
disproportionately affect BOP mobile users.
'8see Knight-John et al. (2005)
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perceptions need to be overcome to improve the impacts of telephones on poverty
alleviation. These issues will have to be tackled by both policy-makers and telephone
operators alike using their own comparative advantages to arrive at a win-win solution
for all.
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