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The need to improve rural India’s
performance

Teleuse@BOP: a five-country study by
LIRNEasia with AC Nielsen

Access@BOP

BOP is value-conscious and strategic
The next billion

What is to be done?




The need to improve rural

India’s performance
—



India Is doing well

N

Six million plus new connections a
month

. . . But can do much better
. . . Must do better



Gap between rural & urban iIs
widening
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W Total 1.28 1.56 1.94 2.33 2.86 3.58 4.29 511 7.04 9.08 12.86
@ Urban 3.95 4,76 5.78 6.87 8.23 10.37 12.2 14.32 21.3 26.2 37.99
O Rural 0.29 0.34 0.43 0.52 0.68 0.93 1.21 1.49 1.7 1.74 1.86
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Sustained high-growth

|

Rural connectivity



The bottom of the pyramid

L ———
Untapped potential at the BOP

Emerging markets are ‘where the action iIs’
B The next billion...




Teleuse@BOP: a five-country study

LIRNEasia research



Teleuse@BOP
———————————————————————————)

~9,000 sample survey In five countries

B India, Pakistan, Sri Lanka, Philippines &
Thailand

Understand telecom use at the BOP (=
SEC Groups D &E) in Developing Asia

Representative of target population
BSEC D&E, ages 18-60




Bottom of the Pyramid defined

[0 Many definitions of poverty,
but this study uses SEC D
and E; between ages 18-60

[0 SEC does not take into
account income, but it is SECA,B&C

closely related to income
levels SECD & E

7 *x

*excluding FANA/FATA — Tribal Areas; **excluding N&E Provinces

Population (million)

4
Target population of 15

study (million)



Country profiles
————————————————————————————————————)

South Asia South East Asia

: , Sri T :
Pakistan India Lanka Philippines | Thailand

165 1,095 19.6 89 64

Population o - o b o
million million million million million

GNI per capita (2005),

USD (Atlas) 690 720 1,160 1,300 2,750

GNI per capita (2005),

USD (PPP) 2350 CZ1510) 4,520 5,300 8,440

Population below Poverty 3204 2504 23% 40% 10%

Llne (est. 2001) (est. 2001) (est. 2005) (est. 2001) (est. 2004)

- - 4.16 4.58 9.50 4.07 10.25
Fixed teledensity (2006) (2006 Q4) (2006 01) (2006 Q4) (2005 Q4) (2005 Q4)

25.22 8.82 27.1 41.30 46.45
(2006 Q4) (2006 Q1) (2006 Q4) (2005 Q4) (2005 Q4)

7.5 50.6 0.3 7.8 8.4

million million million million million
Notes: India on an April — March reporting period ; Pakistan on a July — June reporting period; Other countries follow Jan — Dec (calendar year)
reporting periods. Sources: India-COAIl, TRAI; Thailand—Company Reports; Pakistan—PTA; Philippines—NTC; Sri Lanka- TRC; 2000 onwards from
company reports; World Bank (2006); CIA Fact Book (2005)

N

Mobile teledensity (2006)

Internet Users




Quantitative sample
SAVELE
Sri Philippine :
D I I L

TOP
(SEC A, B & 685 800 250 120 pdele 2055
C)
BOP

1125 3200 800 e110) 10]0) 6605
(SEC D & E)

[1 BOP segment is representative of the BOP population
B Diary respondents also representative of BOP

[0 Small (non-representative sample) taken of SEC
groups A, B & C




Access@BOP
—

Everyone has access, but not ownership



Overall access is very high

Most have used a phone in the last 3 months

South Asia South East Asia

Pakistan| India S” phil. | Thailand
La nka

-

Accessibility

(% of those
randomly
approached (all
SEC groups) who
have used a
phone in the
preceding 3




Most non-owners can reach a phone

within minutes
e ————————————————————————————————————)

Time it takes to reach nearest phone

100%

—
-
o
0 80% -
L 70% -
< 60% -
»
o 50% -
= 20% B >60 minutes
2 ’ W 45-60 minutes
8 30% - B 30-45 minutes
S 20% - Il 15-30 minutes
) .
10% @ 10-15 minutes
0% ‘ ‘ ‘ ‘ [ 5-10 minutes
Pakistan India SriLanka Philippines  Thailand [13-5 minutes
1< 3 minutes

Around 60% at BOP in all countries can get to a phone

in less than 5 minutes




Phones are closer in Urban India
0

Time to nearest phone: urban vs. rural: India

100% -
90% -
More than an hour
% 80% - u
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- 70% - _
© I Betw een 30 - 45 minutes
2 60% - _
g @ Betw een 15 - 30 minutes
= 50% - _
= O Betw een 10 - 15 minutes
. 40% - ,
o O Between 5 - 10 minutes
< 30% - _
° [0 Betw een 3 - 5 minutes
© 20% _
© OLess than 2 - 3 minutes
10%
0%
Urban Rural
India




Urban-rural differences
L ————————————————— )

Time to nearest phone
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Urban-rural Differences in time to phone in Pakistan & India




Additional transport cost incurred to

reach a phone?
L ————————

Yes - Transport costincurred to make a
call among non-owners in rural
B Urban: 4% India (US cents)
90% -
& 80% - 40
@) 0 7% m>40c
2 20% | m 36 - 40c
» 60% - 26% m31-35¢c
Q 26 - 30c
S 50% - =
o 200 12% m21 - 25c
= 0 0116 - 20c
- 30% 4 011 - 15¢
o\g 20% - 36% 0> 10c
10% -
0%

Rural India



Additional transport cost incurred to

reach a phone
e ——————————————————)

Ru ra| | ndia Transport cost incurred to make a
callamong non-owners in rural
better than Pakistan (US cents)

rural Pakistan

100%

90% -
S 80% m> 40c
‘i‘% 20% | W36 - 40c
@ 26 - 30c
g 50% - =
= m21 - 25¢
1 0 |
c 40% 016 - 20c
s 30% O 11 - 15c
- :
20% - >1
o\o 0% 9% O>10c
10% | 7%
0% S

Rural Pakistan



% at bottom of pyramid

But ownership is low

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Ownership and GDP per capita (USD, PPP)

80.70%

63.60%

59.00%

38.00%

Pakistan India Sri Lanka Philippines Thailand

——10wn a mobile 1 0wn a fixed phone
1 Own nothing (but use something) —e— Per Capita GDP PPP (US $)

22.70% |

GDP per capita, USD (PPP)



So, mainly use public phones

Most frequently used mode

100%

90%
80% -

% at BOP

70%
60% -
50% -
40% -
30% -
20% -

10%

O Public phone

O Relative / friend's phone

E Neighbours phone
OHousehold fixed phone

O Mobile of another household

member

E Own mobile

0%

Pakistan

India

Sri Lanka

Philippines

Thailand

O Public phone

35%

71%

30%

8%

7%

O Relative / friend's phone

10%

1%

12%

14%

6%

O Neighbours phone

8%

7%

14%

7%

1%

O Household fixed phone

14%

9%

21%

4%

8%

E Mobile of another household
member

E Own mobile

12%

21%

4%

9%

6%

17%

11%

56%

5%

73%

Many at BOP in South Asia use public phones




Urban-rural differences

% of BOP

% of BOP
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Urban Rural
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Sri Lanka
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Mobiles used more often by males at

BOP In South Asia
e 0

Most frequently used phone: Own mobile

80%

70%

60%

50%

m Male
40%
W Female

% at BOP

30%
20%

10%

0%

Pakistan India Sri Lanka Philiphines  Thailand



Females more reliant on others’

phones at BOP in PK and IN
s —

Most frequently used phone: Someone else's phone
(neighbor, friend, family, work)

80%
70% -
1:4

60% -
a s0% |
m m Male
S mFemale
o\o

Pakistan India Sri Lanka Philiphines  Thailand



Public phones equally used by IN

females and males at BOP
e 9

Most frequently used phone: Public phone

80%

71%70%

70% -
60%

50% -

m Male
40% -
W Female

% at BOP

30% -

20% -

10% | 7% 7% 7% 6%

0% -

Pakistan India Sri Lanka Philiphines  Thailand



BOP 1s value-conscious

and strateqgic
—



BOP Is prepaid, mobile

To control expenditure; no monthly
rental charge; lower basket cost in IN

Sri
Lanka

Philippin | Thailan
es d

Pre Paid 92%

Post Paid 8%




BOP makes/receives around 1 call

per day In S Asia
e —

Average number of calls (incoming + outgoing) for a month

90
80 -
70
60 -
50
40
30 -
20 -
10 -

0 -

Philippines | Thailand

Average # of

calls for a

month 34.2 35.1 23.2 15.6 80.3
(in+out)

[ outgoing

[ Incoming

mean number of calls




Calls are short
L ———————————————————————— )

Average call durations

60%
50% -
o 40% - Pal.<|stan
= India
© 30% - w Sri Lanka
\2 e Philipines
0/
< 20% Thailand
10%
0%
<1 minute 2-3 About 5 About 10 >15
minutes minutes minutes minutes
Duration of the call

Calls are mostly local, and mostly to ‘keep in touch’
Source: Diary




‘Cost cutting’ via SMS, esp. In

Philippines, but not India
@

Use of SMS
100%
100%

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

% of mobile owners who use SMS

P akistan India Sri Lanka Philippines Thailand



Bharti Dialog
Charge per
minute

SD U
Outgoing off
Charge per SMS

Ratio to SMS

0-7
net
Outgoing off 1.3
net/fixed i




‘Cost cutting’ via missed calls, IN
less than PH

Use of 'strategies’' to minimise call costs

Make calls at off-peak hours
70%

60%

50% +

40%
30% Jr
Fixed to fixed calls only \\\‘ 20% §r - Use of missed calls

Use phone as anincoming device

Mobile to mobile calls only only

— Pakistan India = Sri Lanka Philippines == Thailand




The unconnected
—

...the next billion



Key barrier to ownership is affordability
L ——————————————————————————)

Reasons for not owning a phone

2%

100% +
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% -

% of non-owners at BOP

Pakistan India SriLanka  Philippines Thailand

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




Affordability more of a problem iIn

urban S Asia; need may be higher
e ————————————— ——)

Cannot afford to own a phone

% of non-owners at BOP

90%

80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% -

85%

9% 78%

Pakistan India

Sri Lanka

0Q.2.0/
Ou70

Philippines Thailand

O Urban
O Rural




The expected cost of getting

connected...
L ————————————— )

Expected cost of anew phone by non-owners

100%

90%
o g0 m>USD 176
2 70u W USD 146-175

D 116-14

o 60% W USD 116-145
3 @ USD 86-115
S 50%
S o m USD 56-85
5 X O USD 26-55
S 30%
5 O<USD 25
S 20%

10%

0% ‘ ‘

Pakistan India Sri Lanka Philippines



...compared to what can be afforded
e ®

Initial cost that prospective owner can afford
100% -

90% -

80% -

70% -
60% -

50%

40% -

30% -

20%

10% -

% of prospective owners at the BOP

0%

Indian BOP expects initial cost to be as high as USD25

but many can only afford USD10

OLess than USD 10 QUSD 10 - 30 gUSD 31 - 50 g USD 51 - 70 @ More than USD 71




Expectations & affordability are
more in-line re monthly charges

% of non-owners at BOP

L —————————————

Expected monthly charges by non-owners

100%
90% -

80%

70%

60%

50%

40%
30% -

20%
10% -

0%

l above USD20
H USD16-20

b USD11-15

0 USD5-10

[ below USD5

Pakistan

India

SriLanka Philippines




% of prospective owners at the BOP

—

Monthly charges that prospective owners can afford

90%

80% -
mUSD 16 - 20

70% - mUSD 11 - 15
60% - OguUsSD>5-10
O Less than USD 5

50%

40% -
30% |
20% -
10%

0%

Pakistan India Sri Lanka Philippines



Second hand mobile handsets

bought at half the price
Sl w e —

Handsets: brand new vs. second-hand

o 100% USD 160
O i -
2 90% e +USD140 ©
g 80% - e
O oo 50 +USD120 g
— 0 0 0 <
S 6ou > 72% 2% 66%| | uspioo =
= > 2
o  50% | _—] fusDgo 2
= Q
8 40% | — | 1 uspe0 o
S oy — 100, L usp4 &

0 % 0 0 )
= 10% - 56% 28% 28% 34%| | usp 20 E

0% ‘ ‘ USD 0
Pakistan India SriLanka  Philippines Thailand
[ using second-hand [ using brand new

== ave.price paid for second hand ==>=ave. price paid for brand new




Adding up to the next billion?

Non-owners who plan to buy a phone in the nexttwo years .
60%

53% 53%

50%

40%

30%

20%

% of non-owners

10%

0%
Pakistan India Sri Lanka Philippines Thailand

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

Philippines | Thailand

Vertical growth, millions
(HH obtaining additional
connections)

Horizontal growth, millions

(non-owners joining 26 1 7 1
market)

Possible new

connections at BOP, 101 1 10 1
millions, next 2 years




As many rural Indians plan to get

connected as urban Indians
—————o

Those who plan to buy a phone in the next two years: Urban vs. rural

90% 8304
80%
70% |
60% |  53% 520 55% g0
50% -
40% -
30% |
20% |
10%

0% -

O Urban
O Rural

% of non-owners at BOP

Pakistan India Sri Lanka Philippines Thailand



Prospective owners are heavier
users

Average number of
calls (out + in) for the
month

Not
planning

Planning to obtain
to obtain phone

phone

Pakistan
ncia
St Lanka

Source: Diary




Most would use phone for keeping in

touch & emergency communication
L ——————————————————————————— )

What respondent would use the phone for if given one at an affordable
rate

90% ga%

80% -

@ To keep in touch with family and

70% - friends

60% - O Only in an emergency

50% -

@ For networking
40% -
@ To enhance my income

% of respondents

30% -

20% - @@ Other

10% -

0% -
Pakistan India Sri Lanka Philippines

However Indian BOP state they would use it for increasing their network

and enhancing their incomes



Growth mainly mobile
——————————————————————————————————

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Type of phone prospective owners would buy

O Not decided yet
m Mobile
m Fixed phone

Pakistan India Sri Lanka Philippines




Affection for fixed higher in rural

India . . .
L ——————————————————————————— )

Type of phone prospective owner will
obtain

100% +
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% -

m Not decided yet
m Mobile

m Fixed

% of prospective owners at BOP

Urban Rural

Similar pattern seen in Pakistan, Sri Lanka

and Thailand




What i1s to be done?
—



Mostly, reduce entry costs at the

BOP
9

[1 Telecom operators

B |Leverage benefits of direct access: security, keeping in
touch

B Improve coverage
Ll Infrastructure sharing is the right way to go

B Solve the connection/use charge problem: installment
plans?

B Collaborate on meaningful content and applications for
BOP

[e.g., SMS-based remittances
[l Handset manufacturers
® Ultra low-cost phones with warranty

B Affordable, functional handsets (e.g., with local
language SMS capability)



Mostly, reduce entry costs for the

BOP
N

] Policy makers/regulators
B Sustain competitive conditions
[lIndia has lowest HHI concentration ratios
B Improve regulatory environment on all fronts

LJUniversal service and spectrum management seen as
most problematic by stakeholders responding to TRE
questionnaire

B Encourage well-functioning second-hand market (e.g.,
Pakistan)

[JExclude stolen sets by mandating equipment
registration

B Rethink tax regimes: move away from taxing handsets

B Accelerate USO Fund disbursements and infrastructure
sharing to increase rural coverage

B India can show the world how to do it



INn sum...

e 9

BOP uses telecom, frugally but
Intelligently

Many plan to get connected

Industry as well as policy makers have
roles to play




samarajiva@lirne.net
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