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Plan ot presentation

m A look at telecom access and use at the bottom of

the pyramid in Developing Asia
B Perceived benefits from direct access
m Where 1s the next billion
m Food for thought
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Methodology

Quantitative Qualitative

Random sample 8,660 F-to- 6 Focus Group
I interviews; in 5 countries Discussions per
(India 4,000) 50% diary

country (30)

C:
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Bottom of the Pyram:d detined

m Many definitions of poverty, here SEC D and E;
between ages 18-60

: : Stri S :
Pakistan India I anka Philippines Thailand
Population (million) 165 1,095 20 89 64
Target population o 260 gk A1 15

of study (million)

*excluding FANA/FATA — Tribal Areas; **excluding N&E Provinces
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Bottom of the Pyramid
everyone has access, but not
ownership
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Overall access 1s very high

m Used phone in the last 3 months

South Asia South East Asia
Sri : .
Phils.  Thailand
Pakistan lLanka e E—
Used phone
in last 3 98% 94%, 92% 93% 95%

months
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Overall access 1s very high*

Time it takes to reach the nearest phone

100%

80%

60%
O Urban

O Rural

40%

2
20%
2

0% T T T T
less less less less less less less
than 3 than5 than 10 than 15 than 30 than 45 than 60

minutes to reach nearest phone

Most at BOP can get to a phone in less than 1 hour
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Ownership and GDP per capita (USD, PPP)

90% 9,000
80.70%
80% 76% + 8,000
E 70% /// 7,000 %
0 % ’ ~
© 03.60% 59.00% 60% / 0O
> 60% 6,000 ¢
- __/ )
© 50% | 5,000 <
— % =
S 40% " 38 00% 1 4,000 &
= L1 o
S 30% 9304 //" e 23% 22700 1 3:000 s
© 200 % uo% 12,000 &
x 9% . a
10% > + 1,000 ©
0% 0
Pakistan India Sri Lanka Philippines Thailand
—10wn a mobile ——10wn a fixed phone
1 Own nothing (but use something) —e— Per Capita GDP PPP (US $)
e A A A . . C A Ch .
Ot2 DE phone 5 ) y ) 30
betr 100 pop 0 ° y
ource: Na eonlatory agencie d 200 00 004 4 5 R
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So, mainly use public phones*

Main telecom mode used in last 3 months at BOP

O Public phones

m Relative/friend's phone

m Neighbor's phone

m Own (household) fixed
phone

g Household member's
mobile
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1 Own mobile

In India at BOP over 70% use public phones




Bottom of the Pyram:id

some do own phones
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Why own a (mobile) phone?*

Primary reason for choosing to own a mobile (SEC D & E)

1%

3% 4%

18% 16%
20%

7% 4%
6%

11%
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Pakistan India Sri Lanka Philippines Thailand

‘ O Convenience: accessibile at any time ESo | don't depend on others E For privacy Oltis cheaper O Other

Convenience is key; privacy 1s more of a concern for higher income countries
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India: most are recent owners

100%
90%
80%
70% @ Thailand
60% O Pakistan
50% O India
40%
30%
20%
10%

O% T T T T T
before 2001 2002 2003 2004 2005 2006
2001 (Q1&2)

mobile connection in year X
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Year during which mobile connection was obtained
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Both 1in urban and rural areas

When mobile connections were obtained

100%

80% -

60%

40% -

20% -
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before 2001 2001 2002 2003 2004 2005 2006*

Year during which mobile connection was obtained * Q1 & Q2
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Coverage more important in rural

India; tariff in urban India

Reasons for selecting primary mobile service provider:
India (SEC DE)

Wider coverage
35% T

30% -
25%
A handset is offered with the connection Can get conencted quickly

) Better customer service
No other options

0

Availability of easy payment schemes M M Range of services offered

== Urban

/ | Rural
Interested in a particular Better voice clarity

package

Low connection charges Reputation of the company

Cheap incoming rates in general “Cheap outgoing rates in general
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Bottom of Pyramid

value-conscious. strategic.
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BOP 1s prepaid, mobile*

Pakistan Sri Lanka Philippines Thailand

Pre Paid 99% 95% 92% 99% 96%0

To control expenditure; no monthly rental charge
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Missed call alert: a universal strategy

Use of 'strategies' to minimise call costs (by owners)

Make calls at off-peak hours
70%

60%
50%
40% |

30%

Fixed to fixed calls only \\\ 20% _ [se of missed calls

o 10%
09

India with very low
/ | prices; less missed

/ calls
Mobile to mobile calls only Use phone as an incoming device only

Sri Lanka Pakistan India Philippines == Thailand
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Philippines: SMS capital of the world*

Use of SMS
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Pakistan India SriLanka  Philippines  Thailand

Lack of local-language capabilities on handsets? Meaningful
information?
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Bottom of Pyram:id
telephone brings benefits
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Economic benefits from direct access

m [ncome generation through the sale ot

telecom setrvices; Grameen model. . .

m [nd

irect

m Use of a phone by an auto-rickshaw driver

® Obtaining agricultural price info by farmer

m Cost savings made by making a call as opposed to

taking a bus ride into town



www.lirneasia.net

FEtticiency of daily activities

B BOP sees the benefit

Efficiency of daily activities

Pakistan (4.17) 2’4h§|7l;3¢nd

Sri Lanka (3.98) |'Phi|ippine

\

s (4.40)

1 2 3 4 )
worsened slightly no change somewhat improved
worsened improved
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Efficiency = income benefit?

m India BOP perceives economic benefit

m [arge transactions costs avoided?

Ability to earn or save

Pakistan (3.80)
Philippines

Thailand (3.56)
Sri Lanka (3.19)

worsened slightly no change somewhat improved
worsened improved
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Seen both in services and agriculture

O India
O Sri Lanka
O Pakistan

S
D
>
o
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Q
S

Agriculture / Employedin  Labourer/ Trader/ Self Employed in
Farming an office Industrial Employed service
w orker sector

Saving travel time and costs, checking price information, sale of minutes?
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But, sense of security is main benefit

m Ability to act in an emergency 1s key

Ability to act in emergency
Philippines (4.63)

Sri Lanka (4.58)
Pakistan (4.48)

3 4

worsened slightly no change somewnhat improved

1 2




Bottom of the Pyram:id

most don’t own phones...



www.lirneasia.net

Why not own a phoner™

Reasons for not owning a phone

2%

8% 7%
15%

16%
19%
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Pakistan India Sri Lanka  Philippines Thailand

O | cannot afford it & Don't need one & Other

Affordability is the key barrier to phone ownership
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Next Billion
addressable market goes below
USD100 a month income
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Current

m 2.5 billion phones as at September 2006

® 500 million in last 12 months

m General expectation
= 3 billion by 2008 (500 m in 1 to 1 "2 years?)
m 50% Asia Pacific (including China)
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The next billion?*

Non-ownerswho plan to buy a phone in the next two years

53% 53%

% of non-owners

Pakistan India Sri Lanka Philippines Thailand

O plan to buy a phone in the next tw o years

South Asia South-east Asia

Pakistan Sri Lanka Philippines Thailand

Vertical growth, millions (HH
obtaining additional connections)

4 0.3 3 0.1

Horizontal growth, millions
(non-owners joining market)

Possible new connections at
BOP, millions, next 2 years
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Growth mainly mobile*

Type of phone prospective owners would buy

9% 7%

m Not decided yet

@ Mobile

O Fixed phone

23%

8%

Pakistan Sri Lanka Philippines

Better value proposition in India (also Phils and Pakistan)?
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Fixed phones growth since liberalization
(India post NTP 1999)

10 :ndia/\
CAGR—9.5W
5 ;/
/ﬂ'
—
o = o @ o @< .60 v N oo o oo “H N @ o < .o
L L “h e T S S e L o R o B o B
c © © © © 4 © © ©o @©o @ ©o @ @6@H e e, =~
g F 2 8 222 2 2 2 5 5 8 8§ B
e I - =T~ R~



www.lirneasia.net

Mobile phone growth since liberalization

(India post NTP 1999)
50 T

0 -~

y /

Pakistan _
20 CAGR =109% srifanka

CAGR = 30.0%
India /
CAGR = 87.8%
10 p/_o_/
0

Year 0
Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7
Year 8
Year 9
Year 10
Year 11
Year 12
Year 13
Year 14
Year 15
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Initial cost of getting a phone

m 30% expect to pay USD 25 for handset

Expected cost of anew phone by non-owners

Pakistan

India

Sri Lanka

Philippines

O above USD176
O uUSD146-175
O uUSD116-145
@ USD86-115

O USD56-85

O USD26-55

O below USD25
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Need + affordability =2 Demand*

Initial cost that prospective owner can afford

Pakistan India Sri Lanka Philippines

@ Less than USD 10 g USD 10 - 30 @mUSD 31 - 50 @m USD 51 - 70 @ More than USD 71

Almost 45% willing to put down USD 10. Initial cost do not match affordability; the
mismatch between need and affordability has to be addressed. Re-look at installment
plan?
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Second-hand phones?*

Use of second-hand mobile handsets

O Brand New
& Second Hand

Pakistan India Sri Lanka Philippines Thailand

Pakistan Sri L.anka Philippines Thailand
Second-hand ) 54 45 66

Many spend more than monthly income to initially purchase brand-new handset; heavy Filipino
mobile use aided by use of second-hand phones?

Low-cost handsets (e.g Ultra-low-cost handsef) will have good potential
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Usage costs™

m Most expect monthly charges to be below USD5

Monthly charges: expected vs. affordable

@ More than USD 20
@mUSD 11 - 15
mUsSD 5-10

@ Less than USD 5
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affordable
expected
affordable
expected
affordable
expected
affordable
expected

Pakistan Sri Lanka Philippines

Expectations and affordability are aligned
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Is a phone possible on USD2 a day?*

Income distribution of prospective owners

9%
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Pakistan India Sri Lanka Philippines

@ Below USD50 @USD51-150 @USD151-500

The addressable market does not stop at USD100 per month;
it goes down further.




Usage patterns
OWners + NoN-owners
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BOP usage is low; [ndia*

No of calls (in and out) per 2 week period

Average 1 call a day; But when personal income

USD 150-250/mo =2 4 calls/day
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Source: Diary

0
calls

1-5
Calls

6 -10
Calls

11 -
15

16 -
20

21 -
30

31 -
50

51
and
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0%

17%

21%

11%
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No hanging on the phone...*

Average call durations of diary respondents

Pakistan
India

Sri Lanka
Philipines
Thailand

L2
'
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Y
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About 5 About 10 >15
minutes minutes minutes

<1 minute 2-3
minutes

Duration of the call

'Diany Industry MOU s are far higher. This data is for all; owners and
' non owners.
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BOP in summary

m Almost everyone has access to a phone, but very
low ownership

m Benefits of ownership (direct access) are known

m Perceived as improving efficiency and income in India

m Next Billion: atfordability is a key barrier

® 150m at the BOP in IN, PK, LK, PH, TH in next 2 years
® The addressable market does goes below USD100 a month

® Individual use is still very low; Internet far far away
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To think about...

m Telecom operators

m [ everage benefits of direct access
m Security, friends & family
m Particularly in India: cost saving + income enhancing
m [ncrease awareness on efficiency = economic gain
m Convergence; collaborate on meaningful content
m SMS based services vs. Bollywood movies
® [nnovations to enable cheaper calls

m c.g. any-amount prepaid balance top-ups
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To think about...

m Handset manufacturers
m Affordable handsets with local language SMS
capability
m Ultra low-cost phones with “warranty’?

m [nstallments?
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Long way to go in rural India...

India Teledensity
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Source: TRAI



“...7f we stop thinking of the poor as a
burden and start recognizing them as value
CONSCIONS consumers, a whole new world of

opportunity will open up”
C.K. Prahalad. The Fortune at the BOP.
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Harsha de Silva desilva@lirne.net
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