
 

Telecom Industry Brief 

Overview 

Telecom continues to be one of the fastest growing sectors of the Indian economy, becoming a strong 
contributor to India’s overall GDP. The industry has witnessed developments such as rollout of newer 
circles by operators, successful auction of 3G and BWA spectrum, growing push by telecom operators 
to rollout network in semi-rural areas and increased focus on the value added services market. 

Attractiveness of the industry in the last few years has attracted new players and currently there are 
more than 15 players in the industry. The result has been very low Average Revenue per User (ARPU) 
(INR 40-50 per month) and insignificant revenue share for new players (2%of industry). Given the high 
entry cost already incurred and the intense competition the cash flow of these entrants isn’t expected to 
be positive in the near future. For industry overall, Revenue per Minute (RPM) and Minutes of Usage 
(MoU) have declined by 17% and 15% over years. 

Recent rollout of 3G services and MNP implementation are considered to change the industry 
significantly.  3G subscriber base in Indian as of March 2011 is approximately 12 Million and continues 
to grow which is expected to increase the ARPU of the industry.  3G services are expected to increase 
industry EBITDA margins by 5-7%. MNP implementation has led to a churn rate of 5-6% which 
coupled with 3G services will lead of better efficiency in service delivery.  

 
State of Industry 

The telecom sector has grown at a rapid pace of 47% for the last 4 years. Current subscriber base as on 
March 2011 stood at 811 Million users with 71.1% of the total base constituting active1 subscribers. 
India currently has wireless tele-density of 66.4% as of February 2011. However, the same falls to 47.2% 
considering active subscribers only. This wide gap can be attributed largely to the multiple-SIM card 
phenomenon and non-uniform subscriber reporting practices adopted by the operators and high churn 
rate in urban areas.  

The subscribers are currently divided geographically based on subscriber base and revenue potential 
into 4 categories – Metros, A, B & C and 22 circles with Metros having highest revenue potential. 

Telecom Circle Type Cities / States 

Metro Cities of Delhi, Mumbai, Kolkata and Chennai 

A States of Maharshtra, Gujarat, Andhra Pradesh, Karnataka and Tamil Nadu 

B States of Kerala, Punjab, Haryana, Uttar Pradesh, Rajasthan and Madhya Pradesh 

C States of Himachal, Bihar, Orissa, Assam, Kashmir, Arunachal Pradesh, Meghalaya, Tripura, Nagaland, Mizoram, 
Manipur and Sikkim 

Another basis of division is between urban & rural population. A slew of new operator launches 
together with increased thrust on the relatively underpenetrated circles by existing operators has 
prompted the telecom companies to fine-tune their focus on rural areas and it has translated into a 
strong performance in these circles. As a result, rural tele-density has risen from 18 per cent in 
September 2009 to 33 per cent in February 2011.  

Region Subscriber Base (MM) Tele-density 

Urban 538 150% 

Rural 273 33% 

                                                           
1 The Telecom Regulatory Authority of India (TRAI) started reporting the active subscriber base details based on the data recorded by the 
visitor location register (VLR). VLR is a temporary database of the subscribers who have roamed into the particular area which it serves. It 
provides details on active customers at any given point of time, excluding switched off and out of coverage area customers. 



 

The extended phase of hyper-competition in the wireless space had led to consistent deterioration in 
key operating metrics like ARPU, MoU and RPMs. The net RPMs have fallen by about 24 per cent in 
the last 6 quarters to reach Rs 0.29/min as of September 2010. The Net ARPU saw a fall of 30 per cent 
on a y-o-y basis as on September 2010.This has resulted in decline in the revenue and profitability 
growth rate. The wireless segment constitutes about 70 per cent of the overall revenues. Over the last 2 
years, the growth rate has plunged to 3-4 per cent from the earlier average of about 20 per 
cent. However, despite the subscriber market share for big players have seen some decline, the revenue 
market share continues to remain strong for players like Airtel & Vodafone. 

 
Player Profiles 

The telecom industry is dominated by big players like Bharti Airtel, Reliance, Vodafone & BSNL. 
However new entrants like Idea, Tata, Aircel are also making their mark with further competition 
increased by smaller players like Uninor, S Tel, HFCL, Loop. Some key metrics for major telecom 
players are as shown 
 

Company 
No. of Subscribers Subscriber Market Share 

March 2011 
Active Subscribers 

March 2011 
ARPU  

(Oct-Dec 2010) 
Revenue Market Share 

(Oct-Dec 2010) 

Industry 811.5 - 573.5 139 - 

Bharti Airtel 162.2 20% 147.2 212 31% 

Reliance 135.7 17% 87.0 86 10% 

Vodafone 134.6 17% 106.9 178 21% 

BSNL+MTNL 97.3 12% 50.9 
 

8% 

Tata Teleservices 89.1 11% 44.6 103 8% 

Idea 89.5 11% 83.3 171 13% 

Aircel 54.8 7% 30.5 98 5% 

Uninor 22.8 3% 11.5 55 1% 

Others 25.5 3% 11.6 - 2% 
     * Source: Crisil Research 

INR MM Operating Income PAT PAT% ROCE D/E 

Bharti Airtel 4,18,991 93,615 22.30% 23.30% 0.3 

Reliance 2,19,227 44,850 20.50% 7.60% 1.4 

BSNL 2,79,134 -18,226 -6.50% -1.90% 0.02 

MTNL 37,655 261,04 -69.30% -27.30% - 

Tata Teleservices 22,466 -3,180 -14.20% 1.70% -2.5 

Idea 1,24,049 9,711 7.80% 9.40% 0.8 
   * Source: Crisil Research 

 
Recent Developments 

3G Auctions 
The industry witnessed auctioning of 3G spectrum in India in May 2010 for INR 677 Billion. The main 
drivers for exuberance on 3G spectrum was driven by the pressure on the existing 3G network, 3G 
spectral efficiency and a need to get a differentiating factor to high end customers. 
 

INR MM Bharti Reliance Vodafone Tata Group Idea Aircel S Tel 

Circles 13 13 9 9 11 13 3 

Bid Amount 1,22,295 85,850 1,16,179 58,643 57,686 64,995 3,377 

Revenue share from circles won 70% 54% 68% 42% 83% 93% 100% 

Subscriber share from circles won 65% 49% 60% 48% 77% 90% 100% 
     * Source: Crisil Research 
 
3G subscriber base in Indian as of March 2011 is approximately 12 Million of which Airtel, BSNL & 
Vodafone achieved 2 Million subscribers, MTNL & Idea 1 Million and Aircel 0.5 Million. 
 
 
 



 

Mobile Number Portability 
January 20, 2011 saw the rollout of Mobile Number Portability in India which is likely to cause churn in 
the industry leading operators to become more efficient in service delivery. Since rollout, the current 
industry churn rate is 4-5% which is expected to smoothen out to 1% in the next 12 months. Within the 
first month of rollout, the country saw 2 Million numbers being ported. The biggest gainers were 
Vodafone with 0.2 MM subscribers ported in, Idea & Airtel with 0.15 MM subscribers. The biggest loser 
has been BSNL.  
 
Outlook 

The sector has witnessed a commendable growth over the past 4 years having 13% of the global 
subscriber base and has been a success story in International markets. However with 15 operators in 
the market and intense pricing competition the way for operators ahead is challenging to continue the 
same growth story. With the urban tele-density crossing 100 percent, the market has been showing 
signs of maturity, especially in case of the uptake of voice-based services. The urban markets may 
continue to add more users; however, usage of multiple SIMs, multiple tariff corrections and swelling 
competition continues to exert immense pressure on the operator margins. Rural India is the key target 
market likely to drive the next round of growth, particularly for voice-based services. 3G and BWA are 
expected to reinvigorate the maturing urban markets and help the telcos to achieve margin 
enhancement.  

The 2G profitability is expected to dip by 3-4% over the next 2 years due to deterioration of operating 
metrics and high costs due to MNP implementation and high competition costs. For the incumbents, 
EBITDA breakeven is unlikely before 4-6 years given the poor ARPU figures. The growth in 
profitability is expected to be led by 3G services which is expected to provide 5-7% EBITDA advantage 
to players. The subscriber base for 3G is expected to be 100 Million by FY16. Growth momentum in 
mobile subscriber additions is expected to remain robust in the medium term primarily led by growth 
in rural regions. The growth is expected to gradually slow down touching 1,230 Million subscribers in 
FY15-16. MNP is expected to increase competition in the short term, however in the long run it will not 
impact the revenues to a large extent. 

Given the intense competition, declining margins and lack of infrastructure, there is great need being 
seen for consolidation in the Telecom Industry. Consolidation is expected to improve operating metrics 
like MoU & RPM due to reduction in multiple-Sim phenomenon and cost rationalization. Post 
consolidation the revenue growth is expected to be a healthy 15%.  

In terms of investments INR 1,800 billion is expected to be invested in next 4 years with the growth to 
be driven by rural roll-out, 3G & BWA. The number of towers is expected to increase from 0.31 MM to 
0.44 MM by FY14 and base stations to increase from 0.5 MM to 1 MM.  
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Abbreviations 
1. RPM – Revenue per Minute 
2. MoU – Minutes of Usage 
3. ARPU – Average Revenue per User 
4. BWA – Broadband Wireless Access 
5. MNP – Mobile Number Portability 


