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Mobile Phone Charges GDP Growth

While the usage of the device has moved beyond voice call, growth is linked to cellphone penetration

RAJESH SHUKLA

Over the last few decades, the

~ «Indian economy has wit-

nessed a significant fransfor-

“ smation. From being primarily
1-an agricultural economy, the

T ¥ services sector has overtaken
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y and has become the leading
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- rcontributor to growth. Within
Kl the services sector, the com-

a ]' 2 ‘,'munication sector has grown
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“'at an astonishing 25.7% from
- 2000-01 to 2008-09. Even during

' the financial crisis years of

2 d

- 2008-09, while other sectors

slowed down, the communica-
tion sector continued its for-

ward march. While communi-

cation sector comprises of

 many verticals, the impor-

tance and role of telecom sub-
sector and services is well-
known. Rising per-capita in-
comes, introduction of affor-
dable handsets and lowest call

- rates have all led to an explo-

sion in the subscriber base
with roughly 700 million mo-
bile subscribers belonging to
all population strata.
Longitudinal analysis estab-
lished a causal relationship
between higher mobile tele-
density in Indian states and

higher economic growth
(Kathuria et al, 2009). Find-
ings reveal that every 10% in-
crease in mobile penetration
rateleadstoal.2% increase in
GDP. Furthermore, the re-
sults suggested that there are
important network effects
thatmagnify theeconomicim-
pact of mobiles on develop-
ment when the level of mobile
penetration exceeds a critical
mass of around 25%. In states
with penetration levels above
25%, the growth dividend is
estimatedtobe higherat1.3%.
The analysis of the usage
patterns for cellphones finds
in part marked differences be-
tween the countries. Al-
though the median number of
years owning a cellphone is
lowest for India (two years) —
it is between five and eight
years for the other countries
— study participants from
this country.are among the
heaviest users of cellphones,
both for talking and other pur-
poses (such as SMS or email).
When participants from In-
dia were asked, “On an aver-
age workday; how often do you
use your cellphone for talking
to somebody on the phone?”
the median number of celiph-
ones callsforIndiais 10, which
is more twice as often as for
the US (Wiedemann et al,
2010). Weekend use of cellpho-
nes for talking is more frequ-
ent than workday use in all
countries except Japan, but
still, the study participants

from India and now also from
the US are the most frequent
users. Participants from the
US are also among the most
frequent users of cellphones
for talking as well as other
purposes, while for other
countries, there are differenc-
es with regard to the purpose
of usinga cellphone. Only par-
ticipants from Brazil, Germa-
ny and the Netherlands are
consistently among the less
frequent users of cellphones.

More recently, in January
2011, NCAER Centre for Mac-
ro Consumer Research
(NCAER-CMCR) has under-
takenasurvey-basedresearch
using questionnaire and a se-
ries of focused group discus-
sions (FGDs) in four rural-ur-
ban clusters— Delhi, Kolkata,
Chennai and Lucknow — to
determine the economic and
social impact of cellphones.

Participants in the survey
belong to various socio-eco-
nomic groups including agri-
culturalists, private salaried
employees, self-employed (for
example, rental car business),
students with temporary oc-
cupations (such as salesmen
and surveyors) and unemp-
loyed youth.

None of the participants in
various FGDs felt that income
wasamain criterionfor deter-
mining the usage of mobile
phones. Neither did they beli-
eve that ownership was res-
tricted to a particular occupa-
tion or gender or educational

level, implying that mobile
ownership cut across econom-
ic, social and demographic
categorisation.

A striking feature that came
out during the FGDs was the
ownership of multiple SIMs,
especially among the younger
age group. It is interesting to
note that the individuals were
well aware of the competing
service providers and their
offers. In fact, one of the rea-
sons for multiple ownership
was precisely to take advan-
tage of cost differentials
among service providers.

The key benefits of owning
mobiles that the various gro-
ups recorded were: communi-
cation with family members
and relatives at affordable
prices. The costof travel, espe-
cially the time taken to reach
these places, has largely re-
duced due to this easy commu-
nication. Coordination with
family members when some-
body is out on work becomes
easierr Smooth running of
business operations in terms
of ordering supplies, taking
orders or bookings from cli-
ents, etc, have greatly reduced
time for operational aspects,
especially for logistics, and
have increased the clientele.
For example, self-employed
people such as tea and food
stall owners and chemists
mentioned that they could
contact their suppliers, and
their clients, in turn, could
contact them on cellphone,

making the operation larger
and easier to coordinate.

In contrast, the younger lot
used the mobile as an enter-
tainment device by using MP3
player orlisteningto FMradio
for music and fun, and using
the camera. However, only
20% of the participants played
games on the mobile. It was al-
sointerestingtonote that they
were extremely interested in
knowing if there were any fa-
cilities through the mobile
phones that could save their
time in doing activities such
as paying bills or .accessing
their bank accounts, etc.

The data also reveals that us-
ers who reported an improved
network with friends and rela-
tives due to mobiles are much
more likely to receive help in
anemergency. A vast majority
of the respondents reported
that mobiles are the most pre-
ferred medium for receiving
information. This is signifi-
cant in rural areas where dis-
tribution of social security
benefits and information on
government programmes are
plagued with poor delivery
and asymmetric information.

The pervasiveness and imp-
act of mobiles was emphasis-
ed during the FGDs when par-
ticipants regularly expressed
how “It would not be possible
to slip into a life without mo-
bile” and how mobiles had be-
come “A way of life”.
(Theauthor is director at
NCAER-CMCR)
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