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Executive Summary

Background
The Last Mile Initiative (LMI) project in Peru has established a microtelco (a small telecommunication company) operating in the Jauja province, covering a mix of rural and urban districts.
  As the project was still in its early implementation phase in November 2005, an evaluation team comprised of staff from the Instituto de Estudios Peruanos and the Annenberg School of Communication was tasked with conducting an impact assessment of this LMI project.   

Household Survey

In December 2005, the IEP/ASC evaluation team conducted a household survey in the districts to be covered by the LMI project in Peru in the Jauja province (See  Findings.  As a result of the sampling method utilized, the sample of respondent was primarily comprised of  male heads of households and only 2.5% were under 25 years of age.   In other words, the sampling method utilized focused on the household ability to pay, and failed to adequately represent important subgroups of the population such as women and youth.  

Focus Groups

In order to complement the household survey information and obtain additional information about underrepresented groups, the evaluation team conducted a series of focus groups in the districts to be covered by the LMI project in Peru.  A total of 10 focus groups were conducted by IEP staff in February 2006.  
The 10 focus groups covered groups of men and women in the following age categories (15-19), (24-30) and (35-50) both in rural and urban areas.  Each group was made up of between 6 and 9 individuals. 
Findings

The findings of the focus groups confirmed in many ways what had been observed through the household survey and provided additional details about variations according to age and gender.  The findings are summarized below based on the discussion topics addressed by the focus groups:

· Levels of communication and integration between districts with respect to the provincial, departmental and national capitals

The population of Jauja is well integrated in provincial, regional and even national terms.  Compared to many other areas of Peru, there is limited demand for communication services related to physical isolation.  This applies to all sub-groups within the population and confirms the findings of the household survey.


· Uses of means of communication

Overall, there is a diversified use strategy regarding traditional means of communication such as radio, television and newspapers.  Radio is preferred over television in rural areas and the reverse it true in urban areas.  Newspapers or magazines  are used mostly by adult men.  Urban women between 15 and 19 almost never read the newspapers. 
· Main uses of telephone (public telephones and mobile phones)

The supply of telephone services in the area is scarce compared to the main Peruvian urban centers, though it is large compared with other rural areas of the country.  There is no fixed telephone service (with the exception of limited service provided by the microtelco operator on a pilot basis).  Most respondents do not use the telephone daily, especially in rural areas.  

A small number of public telephones are installed in the area.  The quality of service is a significant problem, especially with the Gilat telephones.  The public phones are typically located in grocery stores and therefore their access is dependent on the grocery stores’ opening hours.  Other problems arise with difficulties in receiving incoming calls and having to pay for them. These factors suggest that the microtelco operator may fulfill a significant service deficit associated with public telephony.

In the more wealthy urban areas, mobile telephony is filling the gap.  Prepaid cards allow mobile phone owners to control spending, which on average is approximately S/. 30 per month (US$9).  In many cases, the mobile phone is a family strategy to compensate for the lack of proper basic telephony and the handset is generally left at home and used mainly to receive calls.  

This suggests that the adequate price point for the telephony services of the microtelco operator (in more urban areas where more people have access to mobile phones), may be lower than the proposed S/. 50.   
In rural areas, the use of basic telephony is not frequent.  It is used in cases of emergency and on an irregular basis.  In urban areas, the telephone is used more frequently but not daily.   In addition, people in urban areas have increased access to mobile phones.  Young women from 24-30 years old use mobile phones most often.  


· Uses of the Internet

Internet services started in the area three years ago.  Most young people began to use it at school or in some other institution whereas adults learned from younger people, usually a relative or a friend.  Young people began to use the Internet to communicate with relatives or friends or to search for information related to their studies. 
Adults , in particular men, do not perceive these benefits.  The quality of service is perceived as satisfactory.  Although people have to travel to Jauja for internet access, they tend not to see this as an obstacle as they travel to Jauja on a regular basis for other reasons.  
The household survey had shown that there was little interest in the Internet among respondent (who were mostly older men).   The purpose of the focus groups with younger individuals and women was to determine whether sub-groups within the population had higher levels of interest and /or greater awareness of the benefits of the Internet.  The focus groups showed that younger people (both men and women) showed much more familiarity with and ability to use the Internet, whether to locate information, to study, to chat with friends, or, in the case of young men in particular, to play videogames and download videos. 
80% of urban women ages 15-19 use the internet daily and the others use it on a weekly basis.  20% of urban women ages 24-30 use the internet daily and 80% use it weekly.


· Possible advantages and disadvantages that people perceive from the entity responsible for telephony and Internet services, differentiating between private sector and the government
Participants in the focus groups favored a large operator that would be able to make adequate investments in equipment maintenance and network expansion but also understood some of the advantages of a local operator.  They also emphasized the role of the local government in supervising service operations, stimulating demand and the availability of related services such as training.

· Opinions about costs of Internet and basic telephony services as proposed by the LMI operator (micro-telco) in relation to benefits they would bring to local participants
Three rates were proposed for services offered by the micro-telco:  


· fixed telephony for S/. 50  a month (US$15) plus an installation fee of S/. 150 (US$45)
· Internet service for S/. 70 a month (US$22) plus an installation fee of S/. 150 (US$45);
 

· Combined service (fixed telephony + internet) for S/. 100 a month (US$30) plus an installation fee of S/. 150 (US$45).

Most of the participants considered the rate for fixed telephony too high since it is far more than what they spend for public telephony per month.

All men between 15 and 19 said that they could not afford basic telephony, Internet service, or the combined package.  

Women between 15 and 19 seemed to feel that the rates were reasonable but mentioned that they would have to consult with their parents because they did not know the exact monthly family income.  


Young people think it is not necessary to have basic telephony and Internet at home and instead suggest the installation of public Internet cabins. 

Only the group of 24-30 year olds in urban areas would consider paying the rate for internet service.  They are the group spending the most money on internet access.

Rural women between the ages of 24 and 30 agree that they have little ability to pay the suggested rates.  Urban women in the same age group are a little more positive about their ability to pay for basic telephony and internet services. 

Both men and women between 24 and 30 said that they might consider the combined services but would need special promotions such as payment in installments.  

Men from 35 to 50 years old favor basic telephony over Internet as they lack an understanding of the advantages and benefits the latter could bring to their lives.  60% of the men in this age group in urban areas say they can pay up to S/. 50 for basic telephony per month.  

In short:
In terms of willingness to pay for Internet services, demand projections reveal more limited expectations than in the case of fixed telephony.  Internet access is generally associated with public access, and the current supply is considered adequate both in terms of prices and coverage.  The rates proposed by the microtelco were considered not affordable by most participants, and intermediary solutions such as Internet cabins in each district or community (other than Jauja) were often mentioned.    This is consistent with the community-oriented use of existing media such as TV and the post office. Although some urban residents manifested interest at the proposed rates, the low level of computer ownership and related skills suggest that this potential demand would not be easily realized. 

· Potential benefits that these services would bring to the different aspects of participants’ life (family, studies, business, etc.)


Rural residents’ expectations in terms of telecommunication focus on improved public telephony while urban residents favor mobile phones.  For both rural and urban residents, expansion of services is expected to facilitate communication with relatives and business contacts.  With respect to the internet, young people expect many benefits related to virtual learning, access to health information, strengthening of business networks, and of course communication and entertainment.  Adults (especially men), have more limited expectations – and in some cases have a negative attitude towards the Internet, seeing as purely an entertainment medium. 



Related Documents & Web sites
· LMI Impact Assessment Initiative (Activity page on DOT-COM website)
· Baseline Household Survey – Full Report (Feb. 2006)

· Baseline Household Survey – Executive Summary 

· Baseline Household Survey – Survey Instrument
· DOT-COMments article (February 2006)

· Baseline Focus Group – Full Report (April 2006)

� The microtelco became operational in March and was officially inaugurated in mid-April 2006. 
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