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Overview 
 

A. Telecom sector in India 

India has a few telecom service providers, namely: 

i. Bharti Airtel 

ii. VodaIdea 

iii. Reliance Jio Infocom Ltd (RJIL) 

iv. BSNL  

Out of the above, only BSNL is a state-owned network operator, while the private tele-

companies dominate the market. The telecom sector in India shows the characteristics 

of an oligopoly market. This translates into having a high level of competition for market 

share.  

Table 1.A.1 

Name Subscribers (millions) Market Share 

Bharti Airtel 283.7 29.5% 

VodaIdea 279.8 29.1% 

RJIL 398.3 41.4% 

Total 961.8 100% 

 

 

The operators experience intense price competition, a characteristic again attributable 

to the market type. To demonstrate the same, below is a table showing a 28-day 1.5GB 

tariff pre-paid plan for each of the major telecom operators. 

Table 1.A.2 

Name Tariff (Rs.) 

Bharti Airtel 249  

VodaIdea 249   

RJIL 199  
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B. Key Operational Parameters 

Telecom operators rely on their subscriber base for data consumption. Higher the data 

consumed on a per capita basis, the more the revenue generated. This implies that 

revenue is a function of the size of the subscriber base and their data consumption. The 

table 1.A.1 contains the subscriber distribution of the key player in the Indian telecom 

sector. Concerning data consumption, a statement from the annual report of FY20 of 

RJIL, ‘the industry data traffic of more than 7.5 Exabytes per month’.  

As per data in the Ericsson Mobility Report 2019, mobile data in India is expected to 

grow 3X during CY 2019-25E, with mobile broadband subscriptions expected to double 

during the same period. 

Another key parameter is the tower. Towers are a part of the passive network 

infrastructure in telecommunication. The quality of the signal is attributable to the 

towers, the more the better. 

Table 1.B.1 

Name Towers 

Bharti Infratel and Indus Towers 95,372 

RJIL 1,75,000  

Total 2,70,372 

 

C. Key Financial Parameters 

Revenue generated per user (ARPU) and its growth rate form the grounds on which the 

performance of the service providers is determined along with its ability to generate 

future revenues. The table below shows the average industry ARPU computed based on 

key industry players.  

Table 1.C.1 

Name  ARPU as on Q1FY21 (Rs.) 

Bharti Airtel 157 

VodaIdea 108 

RJIL 140 

Average Industry ARPU 135 

   

Profit Margin plays a vital role in the decision-making process of all the stakeholders, to 

estimate the average return. The industry shows the following profit margin. 

Table 1.C.2 

Name  EBITDA Margin 

Bharti Airtel 44.3% 

VodaIdea 33% 

RJIL 40% 
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D. Peer Mapping 

As highlighted in the report earlier, the leading industry network providers are Bharti 

Airtel, VodaIdea, and RJIL. The companies are engaged in an acute pricing environment 

due to the sector characteristic. The same is depicted in table 1.A.2. These prices prevail 

to maintain their respective market share (Table 1.A.1).  

Since the Indian telecom market has reached its saturation, at ~90%, the tele-companies 

ensure to provide high-quality network and customer care services, to preserve their 

subscriber base. The network qualities are graded on their speed, coverage, and latency. 

Below are the top three tele-companies with the highest speed operating in the Mumbai 

Metropolitan Region (MMR). The data pertains to the period: 01-01-2020 to 30-06-2020.  
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   [Source: https://myspeed.trai.gov.in/] 

       The coverage in MMR by the leading operators for the said period is depicted in the maps below. 

Bharti Airtel 

 

VodaIdea 

 

 

 

 

https://myspeed.trai.gov.in/
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Reliance Jio Infocom Ltd 

 

 [Source: https://myspeed.trai.gov.in/] 

E. Growth Drivers 

 

 

i. The rise in Data Consumption 

Developments in technology have sequentially led to a rise in data transmission and 

consumption.  

A statement from the annual report of RJIL FY16, ‘The world is increasingly moving 

from ‘Orality’ (audio) and written content to ‘Visuality’ (video). The inference drawn 

from this implies that there is potential growth in data consumption due to the 

behavioural shift of subscribers. Such behaviour can also be seen in the ‘binging’ 

habits of the subscribers on several OTT platforms. An article in Economic Times 

reveals that an Indian spends 70 minutes daily on an average on these OTT 

platforms. 

Increased reliance on wireless all-IP devices and appliances (Televisions, 

automobiles, printers, kitchen-ware, etcetera), has simultaneously surged the data 

consumption by subscribers.  

ii. 5th Generation Network  

5G is the 5th generation of telecommunication. The roll-out of 5G will open up new 

sources of revenues for the operators. It is capable of significantly upgrading the 

Data Consumption 5G Population

https://myspeed.trai.gov.in/
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existing internet speed, for example, 5G has a minimum peak download speed of 20 

Gbps while 4G sits at just 1 Gbps. There has been a rise in the number of devices 

working on the internet, like automobiles, video games, appliances, etc. Since 

spectrum is a limited resource, the increased number of devices crowds the 4G 

network spectrum, resulting in a lag or disturbance in some cases if the data is too 

large the network fails. A 5G network will use a different spectrum with greater 

bandwidth, overcoming the demerits of 4G. It is sufficient to support multiple 

devices without causing a lag or the breakdown of the network. It is designed to 

service all kinds of devices enabling the Internet-of-Things (IoT), Augmented and 

Mixed Reality, robotics, drones, and more. 

iii. Population 

The telecom sector has a positive correlation with the growth in population. The 

population growth rate in 2020 stands at 0.99%. As visible in the chart below, over 

the year the share of the population is dominated by the 15-60 years-of-age group, 

which is the most active age group of telecommunication and data consumption. 

This validates that there will be a consistent demand for data transmission and 

consumption which will be in line with the growth rate.  

 

[Source: https://www.statista.com/statistics/271315/age-distribution-in-india/] 

F. Porter’s 5 Forces 

The Indian telecom sector is an oligopoly market. This factor is to be considered while 

determining Porter’s five forces. 

 

i.Threat of New 
Entrants - HIGH

Treat of Substitues 
- HIGH

Competition 
Intensity - HIGH

Bargaining Power 
of the Consumers 

- HIGH

Bargaining Power 
of the Suppliers -

LOW

https://www.statista.com/statistics/271315/age-distribution-in-india/
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i. Threat of New Entrants - HIGH 

The Indian telecommunication market has high barriers to entry. If firms manage to 

enter the market, the business type demands time and acute strategies in 

establishing a brand. On a successful establishment, it is reasonably difficult to 

sustain a profitable business. It is a capital-intensive sector, as it requires setting up 

towers, fiber wireline networks and data centers. All of these restrict free entry into 

the market. Moreover, continuous regulatory and statutory intervention adds to the 

same. 

ii. Threat of Substitutes - HIGH 

The tele-companies are in a position to provide very close substitutes to the 

subscribers. The service may vary in terms of quality – speed, coverage and latency, 

however, each network is capable of carrying out the same function as the other. 

iii. Competition Intensity - HIGH 

As the character of the oligopoly market holds, there are only a few players in the 

market. This stands true for the Indian telecommunication sector as well, resulting in 

an intense price and market share competition among the network operators. 

Consequentially, these operators concentrate on marketing and customer service. 

iv. Bargaining Power of Consumers – HIGH 

Due to relatively elevated levels of competition, the consumers have an upper hand 

in bargaining a favorable price, better network quality and enhanced customer 

service. 

v. Bargaining Power of Suppliers - LOW 

Suppliers experience low bargaining ability. Because of the market pattern, they are 

designated to make capital investments, rollout consumer preferable prices, 

continuously offer schemes and offers and consistent consumer engagement. 

G. Tail/Head winds 

 

 

i. Tail Winds 

a) Rollout of 5G 

The launch of 5G network will open up new avenues of income for the 

operators. 5G enables faster and more efficient data transmission. It can support 

multiple devices and carry larger data with the same limited spectrum, all while 

Tail Winds
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reducing disturbance and latency, designed to provide upgraded service now, 

not only to the individual subscribers but also to houses and enterprises.  

Some of the applications of 5G include but are not limited to Infrastructure as a 

Service (IaaS), Platform as a Service (PaaS), Big Data, Augmented Reality/Virtual 

Reality (AR/VR), Internet of Things (IoT), Blockchain, Artificial Intelligence (AI), 

Machine Learning (ML), edge computing, speech/natural language, super-

computing, computer vision, robotics and drones. 

b) Increased per Capita Data Consumption 

The recent trends suggest the subscribers have shifted from ‘audio’ to ‘visual’ 

form of traction and communication. Video will be the new voice for most in the 

new evolved network industry’. One major reason of escalated per capita data 

consumption.  

An increased reliance on wireless all-IP devices and appliances (Televisions, 

automobiles, printers, kitchen-ware, etcetera), has simultaneously surged the 

data consumption by subscribers. 

ii. Head Winds 

a) Capital Expenditure  

The sector depends heavily on tremendous capital expenditure. The expenditure 

pertains to building a network infrastructure with fiber cables, towers and data 

centers.  

The sector is on its way to launch 5G networks, this digital upgradation demands 

building of efficient network infrastructure. The 5G network provides speed 

which implies that the underlying electromagnetic wave is a has a very high 

frequency and a low coverage wave. Due to this, it requires multiple data 

centers, in a smaller radius, to support such high-frequency wave in which the 

5G data transmission takes place. The infrastructure requires to be more 

clustered and backed by a smart operating system. 

b) Regulatory Requirements & Obligations 

It is necessary for the operators to obtain a license from the government, to 

carry out the telecommunication business. Such an obligation pertains to a 

license fee which is due to the government.  

The network operators/license holders require ownership of the spectrum to be 

able to facilitate its service. Spectrum is considered government property and 

has to part take in an auction to receive the entitlement of the spectrum. Post 

which they are required to pay the government spectrum usage charges (SUC). 

The license holders are also called for their aggregate gross revenue (AGR). This 

refers to the part of the revenue they owe to the sovereign government, 

generated by carrying out their network operations. 
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Opinion 
 

The Telecom sector is a highly competitive space with substantial regulatory involvement, tariff 

wars and is capital intensive. Entry, establishment and sustaining in the sector requires detailed 

and strategic plan. The companies who have managed to enter this market are very few and the 

ones who have managed to sustain are fewer.  

There were 1195 million mobile users in India as of September 2019 according to TRAI. The 

sector had achieved a total tele-density penetration of 90.52 per 100 users. Wherein the urban 

tele-density is at 160.63, marginal decline from 160.78 in September 2018 with a subscriber base 

of 677.95 million. The rural tele-density stands at 60 with a subscriber base of 517.3 million for 

the same period.  

Trends in Telephone Subscribers and Tele-density in India 

 

[Source: TRAI https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf] 

Visibly, there isn’t much scope of revenue growth for the telecom companies in India, in general 

and in the urban divide, in particular. Clearly the tele-companies need to expand into new 

sources of revenue to maintain a sustainable growth rate for the near and long term. Now, the 

potential revenue growth options are: 

1. Expansion in other countries 

2. Greater penetration of in the rural areas  

3. Expanding to wireline internet broadband services 

4. Rollout of 5G services 

Successful tapping of any of the above four, would have material impact on the revenues of the 

companies. However, not all of them are viable options.  

Considering expansion in other countries, it requires a much larger capital compared to a similar 

consideration in the country of operation, for obtaining the license, biding for spectrum bands 

and building suitable network infrastructure. Moreover, for research, marketing and establishing 

physical stores in the target country will demand time, human resource and additional capital. 

https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf
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Following such a strategy would be time consuming and result in high financially leveraged 

balance sheet and continued uncertainty of the foreign government policies and regulations. 

 

As stated earlier, the rural divide experiences a tele-density of ~60 with a subscriber base of 

517.3 million as on quarter ended September 2019. Leaving a scope of 40% penetration in the 

rural market, achievement of which would sum to a larger rural subscriber base compared to its 

urban counterpart. Out of the said number of subscribers only 247.6 million are internet 

subscribers, nearly half of its urban counterpart. This translates into more than a 100% growth 

rate opportunity in the internet/broadband service aspect. Adoption of this strategy, would give 

a decent revenue growth, since its driven by growth in two important drivers of revenue – tele 

and internet services, to the service operator. 

Concentrating on internet subscribers, the parameter of the third revenue generation option, 

they are broadly two kind: wireless and wired. As we established earlier, on a general level India 

has bleak scope of growth in terms of revenue generated from tele-services. However, internet 

broadband services have not reached saturation. 

Out of a total of 1195 million tele subscribers 98.2% are wireless mobile subscribers, meaning 

1173.5 million subscribers are mobile phone users. From the total of wireless internet 

subscribers, majority are mobile wireless subscribers, 96.7%. Which gives us the potential of 

1134 million wireless internet subscribers who are just mobile phone users. Since only 665 

million wireless internet subscribers have been tapped, gives the sector an opportunity of 70.5% 

growth. 

Composition of Internet Subscription 

 

[Source: TRAI https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf] 

Wired internet broadband services are subscribed to by just 22.26 million customers. Mere, 

3.2% of the total internet subscribers. A statement from the annual report of Reliance Jio 

Infocom Ltd FY19, ‘Given the trend in mobile broadband consumption wherein close to 70% of 

data is consumed indoors, need for high-speed fiber-optic connectivity at homes and enterprise 

is well established.’, explains the demand of wired broadband services. There is a scope of 

increasing the share of wired broadband service subscribers in the total broadband subscribers 

all while maintaining, if not increasing, the absolute value of wireless internet subscribers. It can 

be achieved by increasing the total number of internet/broadband subscribers. 

https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf
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Snapshot of Internet/Broadband Subscribers in India 

 

[Source: TRAI https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf] 

The limitation of the previous strategy is that the increase in the subscriber base is limited to the 

total population, after which the increase in the base will be equivalent to the growth rate of the 

population. The population growth rate stands at 0.99% in the current year. Such a rate is 

insufficient to provide sustainable returns to the stakeholders.   

5G is the 5th generation of telecommunication. The roll-out of 5G will open up new sources of 

revenues for the operators. It is designed to service all kinds of devices enabling the Internet-of-

Things (IoT), Augmented and Mixed Reality, robotics, drones, and more. Adoption and rollout of 

5G will potentially accelerate the total data consumption and hence boost the total revenue and 

ARPU. Several headwinds follow. As stated before, there is a need for a particular kind of 

network architecture to facilitate the 5G network. Building, testing and establishing such a 

network architecture needs time, capital, knowledge and strategy. 

 

 

[Source: https://www.huawei.com/en/publications/communicate/81/5g-will-amp-up-

connections] 

In conclusion, the sector has immense growth potential with the successful availability of 5G, the 

fulfilment of the demand for wireline networks and penetration in the unorganized sector of the 

market. With the highest growth potential underlying in the commencement of 5G network 

followed by the other two.  

 

https://trai.gov.in/sites/default/files/PR_No.04of2020.pdf
https://www.huawei.com/en/publications/communicate/81/5g-will-amp-up-connections
https://www.huawei.com/en/publications/communicate/81/5g-will-amp-up-connections
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