




vulnerable sectors. The results of the second a�orda-
bility indicator allow us to quantify what we call the 
a�ordability gap, or the di�erence between the cost 
of the service and the 5 percent threshold for spen-
ding on telecommunications services for each 
income decile. In Brazil (Figure 3), for example, high 
tari�s result in a wide gap between tari�s and poten-
tial users’ ability to pay. In this case, 90 percent of the 
population must spend more than 5 percent of its 
income to acquire the basket of mobile telephony 
services (the horizontal line represents the cost of the 
basket). This explains the low use of such services, 
despite high penetration.

Conclusions

Overall, mobile telephony tari�s in Latin America are 
signi�cantly higher than in the OECD countries and 
other emerging markets. In the expanded sample of 
62 countries, eight out of 10 markets with the highest 
tari�s (in PPP dollars) are in Latin America (six out of 
10 in current dollars). This means the average mobile 
telephony user in Latin America must make a greater 
e�ort to acquire the same basket of mobile 
telephony services.

There are various reasons for this phenomenon. The 
main ones include: 1) the high concentration of 
mobile telephony markets in Latin America, especia-
lly at the regional level; 2) the lack of clear policies for 
interconnection among operators; and 3) the heavy 
tax burden on this service in most countries in the 
region. High tari�s result in low a�ordability of servi-
ces for users at the bottom of the pyramid. The only 
country in the region in which mobile telephony 
services can be considered a�ordable for low-
income users is Costa Rica. In the rest, the cost greatly 
exceeds the threshold of 5 percent of income, which 
is usually considered the ability to pay threshold for 
potential users of telecommunications services.

Because of low a�ordability, the high penetration of 
mobile telephony in the region contrasts with low 
levels of use and persistent gaps in universal access 
among low-income sectors. The average user in Latin 
America and the Caribbean uses the service less than 
in other regions (116 minutes per month), even less 
than the average in Africa (129 minutes) and far less 
than the average user in the Asia-Paci�c region (290 
minutes).
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The results of this study highlight the signi�cant 
a�ordability gap that restricts the use of mobile 
telephony among most of the region’s inhabitants, 
and the need for continued e�orts to reinforce com-
petition in the market. Recommendations include 
implementation of number portability, freeing up 
more of the radio spectrum, reserving frequencies 
for new operators, encouraging sharing of infrastruc-
ture, and establishing interconnection policies that 
encourage tari� reductions in the medium term. It is 
also important to review the heavy tax burden that 
a�ects mobile telephony in the region, because it not 
only distorts consumers’ decisions, but is also regres-
sive, taxing a service on which low-income users are 
more dependent.

1 The study uses as a measure of comparison the low-usage 
basket of mobile services developed by the OECD. The full 
report discusses the limitations of this methodology.

2 Although some speci�c studies suggest that low income users 
are willing to spend 8 percent or more of their monthly income 
on mobile telephony services, the most representative data for 
the region, taken from national spending surveys, suggest that 
when the cost of the service exceeds the 5 percent of income 
threshold, use decreases signi�cantly.
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