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The Indian telecom sector has always been highly price elastic and hence the 
primary focus has always been to get the customer on board first and work on his 
usage later. However in the last 6 – 8 quarters, with the entry of new telecom 
players and the resultant tariff war, there has been a downward shift in ARPU 
which has considerably slowed down the sector. Having said that, since mid-2010, 
there has been a significant improvement and the industry is back on the growth 
trajectory. The challenge for the industry is to tap the non-voice revenues, (which 
are relatively low in comparison to the western world) and have it compensate for 
the drop in voice ARPU.  

 

 

 

 
For most Indians, the first brush with telephony was through a mobile phone. 
Similarly, for a large part of India, the first brush with Internet will also be through 
a mobile phone and more importantly, at a very low cost. Mobile Value added 
services (M-VAS) and M-Commerce will fuel the growth of the telecom sector. 
Today M-VAS contributes 13% to the total revenues (which is low in comparison to 
the western world) while m-commerce is on the threshold of becoming a reality. In 
the recent years, the mobile phone has evolved as a lifestyle enabling tool for the 
customer. With the launch of 3G, customers can experience a whole gamut of 
value-added services like m-entertainment, m-commerce, m-banking, m-health 
and much more which are expected to boost the ARPU in the future. 

 
 
The average worldwide contribution of M-VAS and M-Commerce is in the band of 
20 – 25% of total revenues. In India, given their current low contribution, the 
potential for growth is immense. There has been a huge latent demand for m-
Entertainment like music, sports, social networking etc., services like e-mail, 
internet browsing, frame relay services, video conferencing, electronic data 
interchange, and voice mail from India’s youth and all telecom players – operators 
and VAS vendors - are actively striving to create an ecosystem for the customer. 
The digitization of entertainment will broaden the revenue stream for all players in 
the future. For instance, the mobile Industry sells more music than all conventional 
music vendors put together. Similarly, we expect m-commerce to play a large role 
in the future and as soon there is clarity on the regulatory front, it will emerge as 
an industry within an industry. Phone Banking will become a reality and facilitate 
growth across sectors, especially in rural market where banks will be able to meet 
their goal of financial inclusion without high investment / set-up cost. 

 

 

GIVEN THE FACT THAT 
AVERAGE REVENUE PER 
USER (ARPU) IN INDIA IS 
LOWEST IN 
COMPARISON TO THE 
REST OF THE WORLD 
AND IS FURTHER 
EXPECTED TO DECLINE, 
WILL THIS HAMPER THE 
GROWTH OF INDIAN 
CELLULAR INDUSTRY? 

 
 
 
WHAT OTHER REVENUE 
STREAMS CAN BE 
TAPPED TO INCREASE 
THE ARPU IN THE 
INDIAN TELECOM 
SECTOR? 

 

 

 

HOW SIGNIFICANT ARE 
THE ROLES OF M-VAS 
AND E-COMMERCE IN 
THE GROWTH OF THE 
INDIAN TELECOM 
SECTOR IN THE FUTURE? 

 



 

HOW HAS THE MOBILE 
NUMBER PORTABILITY 
(MNP) FARED SO FAR? 
CAN IT PROVE TO BE 
THE REAL GAME 
CHANGER FOR 
OPERATORS IN THE 
LONG RUN? 

 

SINCE THE 
INTRODUCTION OF 3G, 
MANY ANALYSTS HAVE 
PREDICTED A 
PARADIGM SHIFT FROM 
2G TO 3G WHILE SOME 
EXPECT A MUTED 
RESPONSE AND 
FORESEE IT AS A MERE 
EXTENSION OF SERVICES 
OFFERED TO THE 
CUSTOMERS. WHAT 
ROLE WILL 3G PLAY AND 
WILL THE OPERATORS 
BE ABLE TO JUSTIFY THE 
CAPITAL INTENSIVE 
INVESTMENTS IN VIEW 
IN TERMS OF ITS 
PROFITABILITY? 
 
 
IN VIEW OF THE 
NOMINAL PRESENCE OF 
SMALL AND NEW 
PLAYERS, WHAT STEPS 
POLICY MAKERS 
SHOULD TAKE TO LEVEL 
THE FIELD? 
 
 
WHAT ARE THE MOST 
LIKELY CHALLENGES 
THAT CELLULAR 
OPERATORS WILL FACE 
IN THE NEXT 12 – 18 
MONTHS? 

 

MNP offers choice to the customers in terms of changing his operator and thereby 
have access to better services. However, it is not perceived to be a game changer. 
Since its pan-India launch on 20th Jan, MNP has seen a muted response and the 
percentage of customers who have opted to switch operators (under MNP) is less 
than 1.0% of the total mobile base. The primary reason is that the churn rate is 
already very high as 85 – 90% of the subscribers are pre-paid customers and are 
unaffected by number stickiness.  

 
 
3G is the next generation telephony which will drive the growth of the telecom 
sector in the near future. It offers capability for high speed data transfer which will 
enable faster downloads banking, advertising, m-commerce and many such 
activities. Currently, telecom operators are in the process of deploying 3G in urban 
and semi-urban areas and will slowly graduate to rural areas. The adoption of 3G 
will be a gradual process as the entire ecosystem needs to be set up. The 3G 
network rollout by operators needs to be backed by reasonably priced handsets, 
applications surrounding 3G network, m-commerce activities and good service. So 
the entire ecosystem has to work together to ensure that the customer has an 
enriched experience. Also since the final 3G auction price was way beyond the 
Industry expectations, generating margins may take some time. 

 

 

 

 

 

As long as the policies are transparent, fair and uniform to all operators, the entire 
sector can work towards higher growth and prosperity. There is some unrest in the 
telecom sector due to the issuance of new licenses but with the recent 
developments surrounding the sector, we expect to see the emergence of a level 
playing field in due course of time. 

 

 

The next 12 – 18 months are very crucial as there are lots of uncertainties. Firstly, 
the introduction and adoption of new technologies – like 3G, BWA & LTE is going to 
pose a challenge. Secondly, the likelihood of continuing intense tariff war in the 
short run (before the consolidation finally happens) is going to be a limiting factor.  

 



 

 

HOW WOULD THE 
TELECOM SECTOR 
PERFORM IN THE NEXT 
3 – 5 YEARS 
CONSIDERING HIGH 
TELE-DENSITY IN URBAN 
SECTOR? 

Telecom fuels the economic growth and feeds off it. Hence, there is a positive 
relationship between tele-density and GDP of the country. A sound connectivity 
helps people connect with each other and leads to economic prosperity. As long as 
there are no disruptions or unfavourable measures taken by the regulatory body, the 
Indian Telecom sector would continue to be on the growth trajectory for the next 
several years. 

 

SNAPSHOT 
• According to International Telecommunication 

Union, the worldwide Tele-Density currently is 
77% with 5.3 Billion subscribers. 

 
• As on January 2011, The Indian Tele-Density has 

reached 67.67% with 806.12 million subscribers, 
ranking India second position after China with 
1050 million subscribers.1 

 
• According to Boston Consulting Group, the Indian 

telecom market is currently worth around USD $ 
32 Billion and is expected to grow to USD $ 100 
Billion by year 2015. 

 
• The Top 5 telecom players represent 76% of the 

total cellular market share. In addition all new 
entrants are struggling to maintain not even 5% of 
the total cellular subscribers 

 
• The wireless telephony represents 93% whereas 

the wired telephony represents a mere 7% of the 
total Indian telephony.  

 
• The Visitor Location Register (VLR) or the active 

subscribers are around 71% with 572 million 
cellular subscribers. 

 
• Indian Telecom Sector has witnessed 

compounded annual growth rate of over 40% in 
system size over the last three years. 

 
• The much hyped Mobile Number Portability has failed to be a game changer and has recorded less than 1% 

attrition rate since its launch. According to Gartner, only 3- 5% of cellular subscriber will avail MNP in a 
longer period of horizon. 

 
• The urban tele-density is around 150% while rural tele-density is around 31%. 
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INVESTMENT ENVIRONMENT: The growth momentum in the domestic telecom industry is likely to sustain. 
Improving telecom infrastructure, rising disposable incomes declining tariffs, increasing demand, growing 
attraction for mobile phones and greater availability of handsets at lower prices are expected to drive the growth 
of the telecom sector. Indian government needs to set out a stable policy framework to attract long term 
investment in telecommunications. That requires a stable licensing structure, consistent policy decisions and a 
predictable framework for regulatory intervention. Policies are needed which will attract long-term investors 
who will make the commitments and investments required to create world class telecommunications networks 
and services that will deliver global competitiveness for all citizens of India. 
 
RURAL MARKET: Indian telecom sector is highly competitive and fragmented industry, which has resulted in high 
usage at extraordinarily low prices. These low prices are only currently enjoyed by urban and semi urban 
population whereas a vast section of the rural sector is still cut off from the benefits of telecom services. Also, 
almost all cellular operators focused only on urban centres which they felt more profitable. However, the 
mindset of cellular operators is gradually changing with the realization that there is still appropriate amount of 
money in rural market. As cellular operators expand into rural areas, operators will also see a decline in ARPU 
and most likely to collaborate by sharing infrastructure and outsourcing their network management to 
equipment vendors. The biggest hurdle for the Indian Operators is the ongoing spectrum issue. Thus, Indian 
telecom industry is being starved of spectrum and the private sector is being drained of capital. This could have 
an impact on expansion plans and the quality of services because of inadequate investment or upgrading of the 
networks. If the government is able to follow strict policies for misuse or wastage of spectrum, then it will be able 
to bridge the technological gap between the urban and rural sector. 
 
3G TECHNOLOGY: The growth of mobile internet across Asia is being largely driven by competition and has been 
boosted by the advent of 3G services.  It plays a vital role in expanding access to essential communication and 
value added information services such as entertainment, software and most importantly data services. To stay 
competitive in the global economy, countries are adopting 3G to improve their overall level of tele-density 
including broadband internet penetration. The launch of 3G services will not only lead to introduction of new VAS 
applications but also give a boost to initiatives such as e-commerce, banking, education, tele-medicine and many 
more. However, the transition from 2G to 3G will be a gradual process and will appeal to a niche market initially. 
According to CRISIL research, 3G mobile subscribers in India will reach 90 million and the annual 3G device sales 
will reach 81.3 million by year 2013.  
 
 

 

 

THE ROAD AHEAD 



 

 LOWER MARGINS: The Indian telecom industry has been stagnating in terms of profitability due to 
overcapacity, lower entry barriers, higher investments in licensing, spectrum and infrastructure, lower tariffs 
and nil product differentiation. The ARPU has been steadily declining and majority of the revenues are 
generated from voice calls. The telecom operators are channelising their sources towards Mobile Value Added 
Service and 3G, which would generate greater revenues and would stabilize ARPU in due course of time. 
 

 

ABOUT EXECUTIVE ACCESS 
Executive Access India was setup in 1995 and is today one of the most prominent global executive search firms 
in India. We cover 9 industry practices and have till date executed more than 1400 search mandates at 
leadership levels. Our client list is a health mix of Fortune 500 companies as well as most respected Indian 
corporates. Although a firm with global capability and coverage we are still boutique at heart because we 
understand the need to be nimble and innovative.  

Our core strength is undoubtedly our knowledge base and a team of efficient and experienced consultants with 
in-depth understanding of their chosen sectors. We are the pioneers of the “Accountability Clause” in the 
Indian retained search and have always striven to align our business model with the needs of our clients. 

  

Our services include the following 

 
• Executive Search 
 
• Leadership and Board Consulting           
 
• Executive Intelligence 
 
• Capital Introduction Services  
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