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GROWTH AND DEVELOPMENT OF TELECOM SECTOR IN INDIA: AN OVERVIEW 
 

Dr. N. VIJAYAKUMAR 

HEAD 
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SRIRAM COLLEGE OF ARTS & SCIENCE 

PERUMALPATTU 

 
ABSTRACT 

After the implementation of the Federal Financial Integration Scheme on 1st April, 1950, the administration of the entire network of telegraphs and telephone 

systems of the nation, including those that previously existed in the former princely state became a major adventure. India had around 84000 telephone lines for 

its population of 350 million at the time of its independence in 1947. India is the fastest growing economy post its liberalization and globalization activism and 

Asia’s third largest economy behind Japan and China. India’s telecom density is not so high as compared to the western market. These liberalization measures 

introduced in the telecom sector were expected to boost the investors’ confidence, bring greater competition for the benefits of subscribers and develop modern 

telecommunication network in the country at a faster pace. The rapid growth in Indian telecom industry has been contributing to India’s GDP at large. After 

independence the growth in telecom sector in public sector was fair and well planned. 

 

KEYWORDS 
Indian telecom sector, growth & development, market share. 

 

INTRODUCTION  
elecom is an essential infrastructure for economic development and hence for the improvement of the quality of human life. The use of telephone is in 

different activities like social and economic, and gathering information and knowledge. From these the highest use goes to social activities. It is used for 

saving time and expenditure in social and financial contexts. In India people are interested in owning mobile phones. The mobile telephone connection is 

costly when compared with land phone connections, as the initial capital cost of handset purchase is more. Salaried and business people who are having compar-

atively high economic status were the most intensive users of mobiles. In the absence of cheaper fixed line services mostly in rural areas, there are increased use 

of WLL phones and mobile phones. But in such cases there arise problems in the case of range also. As the desired inter locator is reached through telephony, and 

the telephone is likely to be the quick way for communication, telephone has a considerable advantage over other communication channel in emergencies. Sim-

plicity in access makes telephony more particular in the case of priority requirement for all socio-economic groups.  

The telecom services have been very much useful for promotion of employment. They create number of job opportunities in this new field. By the use of internet, 

doctors are getting consultancy from all over the world. One can interact with another and can receive important tips about a particular case from the experience 

of the other doctor. With the help of Telephone, producers and the middle men are able to gather information about the availability of raw material, market price 

and finished products. Telephone is considered as the means for obtaining and sharing information. Public Telephone facilities are useful to the poor also. It can 

replace the need to travel or postal costs. High level of use of telephone for Social networking implies that most of the rural areas are in need of subsidised access. 

Wider access to internet service is possible through the expansion of telecommunications connectivity. Households in most contexts tend to spend, on average, 

between 2 per cent and 4 per cent of house hold income on telecommunications. The use of telephone for the acquisition of information and knowledge was very 

low till the introduction of availability of internet through phones.  

Most of the developing countries are facing the growth phase of telecom sector, because of the technology changes in accordance with the local geography. At 

the primary stage the numbers of mobile phone connections are lower than the number of land phone connections in developing countries. After 1995 most of 

the developing countries are facing rapid growth in the cell phone penetration. While considering the technological development in the telecom sector, India is 

late starter. India is the fourth largest telecom market in Asia after China, Japan and South Korea. The Indian telecom network is the 8th largest in the world and 

the second largest among the developing economies. 

 

OBJECTIVES 
The objectives of the research study are:- 

1. To identify the present trends in the Indian Telecom Industry and its growth 

2. To review the Government Telecom policies. 

3. To study the future growth opportunities in the Indian Telecom Industry. 

 

METHODOLOGY 
It is based on secondary data collected from the Department of Telecommunication, Telecom Regulatory Authority of India, Ministry of Communication, the 

reports from Government of India and other sources. In order to study the specified objectives, statistical tool like year-wise Percentage of market share of different 

service provider, annual growth rate and percentage were calculated. 

 

REVIEW OF LITERATURE 
Dr.R.Srivastava, Dr. JatinBhangle, K.J.Somaiya, in their work on “Role of Competition in Growing Markets: Telecom Sector”. This paper studies the booming service 

sector. The focus is on the cellular service providers in the country. In this topic suggests ‘the role of competition in growing markets’ an industry, which is in the 

growth stage, has been identified. The theory of product life cycle is explained with emphasis on the growth stage. It then studies the marketing strategies adopted 

by the major players like Bharti, Reliance, Orange, Tatas etc. It also tries to show how in the product life cycle the various service providers are trying to fit in their 

products and services. 

Dr.S.K.Sinha, Ajay Wagh in his work on The Indian telecom sector has emerged as the fastest growing telecom market in the world. With more affordable services, 

increased penetration and a supportive government along with regular fall in tariffs in the sector has brought significant changes in number of consumers and 

usage of cellular telecom services. However, with galloping achievements, there are few challenges too, to be overcome by the Indian telecom industry to ride 

high on the next growth wave 

Shankar (2006) This article examines the emergence of innovation and value creation for enhancing customers' experience, as a result of increasing competition 

in the Indian telecom industry during the late 1990s and early 2000s. The report provides a detailed account of the evolution of the Indian telecom industry. It 

traces various developments in the industry before, during and after the liberalization of the Indian telecom sector. It also provides information about the increas-

ing popularity of cellular services, which led to the emergence of several private telecom operators like Bharati Tele Ventures, Hutchison Telecom, Idea Cellular 

Ltd, Reliance Telecom Ltd, etc. 

Gamie (2008), undertook a research to explore the challenges of reaching low-income customers in developing markets. The whole study is just one interview 

based in which Anderson is asking question from Gurdeep Singh Operations Director with Hutchison Essar India. Now that discussion concludes that managers 

T 
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need to go beyond traditional approaches to serving the poor, and innovate by taking into account the unique institutional context of developing markets. In most 

cases, MNOs have served the poorest consumers through shared-use models such as Grameen Phone's Village phone concept in Bangladesh, due to the commonly 

held belief that reaching these consumers is difficult due to two key challenges – affordability and availability. 

 

DISCUSSION 
This study has been conducted to depict the history and evolution, present trends and future opportunities in the Telecom Industry of India. Here, the researcher 

has also discussed about the various Government Telecom Policies that govern this industry. 

DEPARTMENT OF TELECOMMUNICATIONS (DOT)  
In the year 1985, the DOT was set up to provide domestic and long distance telephone services. The telecom services have been recognized the world-over as an 

important tool for socio-economic development of a nation and hence telecom infrastructure is treated as a crucial factor to realize the socio-economic objective 

in India. Accordingly, the DOT has been formulating development policies and projects for the accelerated growth of the telecommunication services. The Depart-

ment is also responsible for frequency management in the field of radio connection in close co-ordination with the international bodies. It also enforces wireless 

regulatory measures by monitoring wireless transmission of all uses in the country. The DOT has been the premier telecom service provider in India with its 

presents through the length and breadth of the country. The Department in 1986 reorganized the Telecommunication circles with the SSAs as basic units. It was 

implemented in a phased manner. With a view to deciding matters of policy, a separate telecom Board, named the Telecom Commission, was also setup. The 

telecom commission was constituted in 1989. The Telecom commission was set up by the government of India with necessary executive, administrative and 

financial powers to deal with various aspects of Telecommunications. The Commission has the DOT Secretary as its Chairman with Member (Services), Member 

(Technology), and Member (Finance) as its fulltime members. The part time members are Secretary (IT), Secretary (Finance), secretary (Planning Commission), 

Secretary (DOE), Secretary (Industries), and Secretary (IP & P). But this again composed mainly of the officers of the DOT. In 1999, modification was brought to the 

policy. The DOT has a Public Grievances cell at Sanchar Bhavan, New Delhi, which receives various types of complaints related to telecom services and takes these 

up with the concerned service provider for redressal. 

TELECOM REGULATORY AUTHORITY OF INDIA (TRAI)  
In the year 1997, the government setup the TRAI to provide a comprehensive telecom service in the country. With the entry of private sector in the provision of 

telecommunication services a need was felt to have an independent regulatory body. This requirement was indicated in the guide lines issued for entry of private 

sector in basic telecom service. Accordingly, TRAI was established in the year 1997 in pursuance of TRAI (ordinance) 1997, which was later replaced by an Act of 

Parliament to regulate the telecommunication services. The desired objectives of bringing about functional clarity, strengthening the regulatory frame work and 

the dispute settlement mechanism have been attained by bringing about a clear distinction between the regulatory and recommendatory functions of TRAI, by 

making it mandatory for Government to seek recommendations of TRAI in respect of specified matters and by the setting up of separate dispute settlement 

mechanism. 

BHARATH SANCHAR NIGAM LIMITED (BSNL)  
After finalization of various financial and HRD aspects, the business of running telecom operations throughout the country except in the metros of New Delhi and 

Mumbai, the service providing functions of the Department of Telecom Services (DTS) and DTO were transferred to the newly created company BSNL. The two 

newly carved out service providing Departments from the DOT, namely the Department of Telecom Services (DTS) and Department of Telecom Operations (DTO) 

were corporatized ahead of schedule and a Public sector company “Bharath Sanchar Nigam Ltd. (BSNL)” was given all the service providing functions performed 

by these two Departments w.e.f. October 1, 2000 and began its existence as a fresh entity. The creation of BSNL was expected to provide a level playing field, in 

all areas of telecom services, between government operators and private operators.  

With the corporatization of the two service providing Departments Viz. DTS and DTO in to a PSU “BSNL”, the role of Telecom commission has been changed. After 

shedding the direct responsibility of service providing functions of the DOT, Telecom commission was responsible for policy formulation, licensing, wireless spec-

trum management, administrative monitoring of PSUs, research and development and standardization, validation of equipment etc.  

Some of the other development activities of telecom sector are the following; 
Opening up of National Long Distance Services  
As per the new Telecom Policy (NTP), 1999, the Government has opened the National Long Distance Service beyond the service area to the private operators 

without any restriction on the number of operators w.e.f 13th August, 2000. The government has also issued guidelines for providing Licenses to Infrastructure 

Provider– II (IP–II) for the purpose of leasing/ renting out/ Selling end- to–end band width. No formal license is required for providing assets such as Dark Fibres, 

Right of way, Duct Space and Tower. They are only required to be registered as IP–I. 

Telecom Dispute Settlement and Appellate Tribunal (TDSAT) 
A separate dispute settlement body known as “Telecom Dispute Settlement and Appellate Tribunal” to adjudicate any dispute between a licensor and licensee, 

between two or more service providers, between a service provider and a group of subscribers, and to hear and dispose of appeals against any decision or order 

to TRAI, has been formally constituted with the appointment of chairperson and two members. The tribunal has become operational and started hearing cases. 

Strengthening of the Unit for Telecom- Economic Analysis  
The Telecom Commission created a Policy planning cell in the Economic Research unit to prepare discussion papers, policy papers on national and international 

issues relating to the telecom sector. The Economic Research Unit (ERU) in the Department of Telecommunications which is a multi–disciplinary unit consisting of 

economists, statisticians, engineers and financial experts, provides various inputs on technoeconomic issues relating to telecom policy formulation and planning. 

The ERU compiles and disseminates various data on techno- economic parameters relating to telecom sector. The unit provides telephone demand projections 

for basic services to the Telecom commission and all the circle heads. The projections cover the demand at the all India level, each telecom circle and metro 

telecom districts and all the stations with equipped capacity of 200 lines and above. It studies the trends in the investment by the private sector to provide various 

telecom services. The ERU also carries out various techno-economic studies on specific issues relating to telecommunications, apart from sponsoring studies on 

specific aspects. Accordingly, it has carried out technoeconomic studies on tariff related issues, call distribution pattern etc. and prepared a number of reports and 

policy papers. It has prepared Indian Telecommunication statistics during the period under report. The material for the pre- Budget Economic Survey on Telecom-

munication was also prepared. The Annual Report of the Department of Telecommunication is also co-ordinated and brought out by the unit.  

Manufacture of Telecom Equipment’s 
India is a major manufacturer of a wide range of telecom equipments. The total production of telecom equipments and cables in terms of value has increased 

from Rs. 3985 crores in 1992–93 to Rs. 8,300 crores in 1996-97 which further increased to Rs. 10760 crores during 1999- 2000. The Indian telecom equipment 

industry‟s revenues fell marginally to Rs. 1,13,188 crores in 2011-2012 from 1,14,133 crores in 2010-2011.  

Export of Telecom Equipments& Services  
India has been recognized as a key supplier of products and technologies for rural telecom by international organization Viz and ITV. Vigorous efforts are being 

made to increase the exports of telecom equipments and services. 

Virtual Private Net work (VPN)  
VPN is a private data network that provides connectivity within closed user groups Via public telecommunication infrastructure. Competition is likely to heat up in 

the VPN segment as DOT has relaxed the norms for private players.  

Public Telephones 
The Opening up of Public Telephone (PTS) at various places like Bus station, Railway station, thickly populated areas and business areas were occurred so as to 

satisfy the requirements of ordinary people. In the areas where the density of telephones was very low, PTS were opened. But the introduction of Mobile phones 

has decreased the use of PTS. At the initial stage the PTS were only within the hands of DOT, as a monopoly. But the liberalization policies and the subsequent 
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privatisation policies have paved the way for the installation of PTS of private companies also. The installation of electronic exchanges with dynamic locking system 

have prevailed upon the prospective subscribers to use the STD and ISD facilities of their own and the use of PTS for STD /ISD facilities became very rare.  

Reduction of Excess Staff  
DOT provides basic service by drawing a pair of copper cables for each connection. But such cables become faulty in rainy seasons. Underground cables have 

comparatively less fault rate, excluding these seasonal changes, than the over head lines. But at the time of over head lines, the required number of permanent 

line staff and mass doors, was more. In the case of underground cables comparatively less permanent employees are required. In this case the digging jobs are 

done by petty contractors but the technologies like WLL and mobile, the initial investment is heavy.  

World-wide Interoperability for Micro-wave Access (WiMAX) 
WiMAX has been one of the most significant developments in wireless communication in the recent past. Since this mode of communication provides network 

access in inaccessible locations at a speed of more than 4 Mbps, it is expected to be a major factor in driving telecom services in India especially Wireless services. 

Thus it will lead to the increased use of telecom services, internet, Value Added Service (VAS) and enterprise services, WiMAX is expected to accelerate economic 

growth and assist in providing better education, health care and entertainment services. Aircel is the pioneer in WiMAX technology in India. The state owned 

player, BSNL, aims to connect 74,000 villages through WiMAX. 

Mobile Number Portability 
It is a standard where a customer wishing to port his/her number, is required to contact the donor to obtain a Port Authorisation Code (PAC) which he/she then 

has to give to the recipient. Once having received the PAC the recipient continues the port process by contacting the donor. This form of porting is also known as 

„Donor-Led‟ and has been criticised by some industry analysts as being inefficient. It has also been observed that it may act as a customer deterrent as well as 

allowing the donor an opportunity of „winning- back‟ the customer. This might lead to distortion of competition, especially in the markets with new entrants that 

are yet to achieve scalability of operation. To reduce their network deployment costs, many service providers are considering infrastructure sharing. It is considered 

having the advantages like improved service quality, increased affordability for customers, faster roll out of services in rural and remote areas, significant reduction 

in initial set up costs, lower operating costs for service providers and increased environmental aesthetics.  

Value Added Services 
VAS in telecommunication industry refers to non-core services, the core or basic services being standard voice calls and fax transmission including bearer services. 

The value added services are characterised as (a) not a form of core of basic service but adds value in total service offering; (b) standards alone in terms of 

profitability and also stimulates incremental demand for core or basic services; (c) can sometimes be provided as stand alone; (d) do not cannibalize core or basic 

service; (e) can be add-on to core or basic service and as such can be sold at premium price; and may provide operational synergy with core or basic services. A 

value added service may demonstrate one or more of these characteristics and not necessarily all of them. 

 

INDIAN TELECOM SECTOR: AN OVERVIEW 
Communications Sector has assumed the position of an essential infrastructure for socioeconomic development in an increasingly knowledge-intensive world. The 

reach of telecom services to all regions of the country has become an integral part of an innovative and technologically-driven society. Studies have shown positive 

correlation of the Internet and Mobile Services on growth of the GDP of a country. As a result of sustained efforts made by the Government over the years, the 

Indian Telecom Sector has grown exponentially and has become the second largest network in the world, next only to China. 

PRESENT STATUS 
Present status of the Telecommunication sector (as on December 31, 2016) 

• Indian telecom network is the second largest in the world after china, in terms of the number of telephone connections  

• The country has 1124.41 million telephone connections, including 1099.97 million wireless telephone connections.  

• Overall tele-density in the country is 87.85%.  

• Urban tele-density is 164.13% whereas rural tele-density is 52.97%.  

• The share of wireless telephones in total telephones is 97.83%. 

• The share of private sector in total telephones is 89.58%.  

• Number of Broadband connections is 218.43 million at the end of December, 2016. 

Wire line vs. Wireless 
While wireless voice and data services has continued to grow, with some support from landline also, in facilitating high speed data services. Landline telephone 

connections now stand at 24.44 million while the number of wireless telephone connections has grown to 1099.97 million at the end of November, 2016. As a 

result, the share of wireless telephones increased to 97.83% of total services. The ever-expanding demand for wireless services has propelled the telecom sector 

to mobilise considerable resources to create such ecosystem. 

Public Vs. Private 
Another noteworthy feature of the Indian Telecom Sector is the continuous rise in the number of subscribers in the private sector. At the end of November, 2016, 

the total number of telephone connections provided by the private sector stood at 1007.27 million and number of telephone connections provided by the public 

sector stood at 117.14 million. The share of private sector in the total number of connections was 89.58% at the end of November, 2016, as compared to public 

sector share of 10.42% during the same period. In present scenario, the private sector has a dominant position in Telecom Sector. 

FOREIGN DIRECT INVESTMENT POLICY IN TELECOM SECTOR 
Telecom Sector is considered to be one of the most attractive sectors for Foreign Direct Investment (FDI) in the country. The Foreign Direct Investment (FDI) in all 

telecom services is currently allowed up-to 100% (automatic route) as per the current FDI policy, subject to observance of licensing and security conditions by 

licensee as well as investors as notified by the Department of Telecommunications (DoT) from time to time. 

 
TABLE 1 

Sr. 

No 

 sector/activity  FDI 

cap/ 

Equity 

Entry route 

1 Telecom services (including Telecom infrastructure Providers category-i) all telecom services including Telecom infrastruc-

ture Providers category-i, viz. Basic, cellular, unified access services, unified license (access services), unified license, na-

tional/ international long Distance, commercial V-sat, Public mobile Radio Trunked services (PMRTS), global mobile Per-

sonal communications services (GMPCS), all types of isP licences, Voice mail/ audiotex/ ums, Resale of iPlc, mobile number 

Portability services, infrastructure Provider category – i (providing dark fibre, right of way, duct space, tower) except other 

service Providers. 

 100 % Automatic up 

to 49% 

Beyond 49% 

Through FIPB 

route 

2 manufacture of Telecom Equipments  100% Automatic 

Source: DIPP (Department of Industrial Policy and Promotion) 
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FIG. 1: FOREIGN DIRECT INVESTMENT 

 
PROMOTION OF DOMESTIC MANUFACTURING OF TELECOM EQUIPMENTS 
The government has taken key measures for the promotion of domestic manufacturing and export of telecom Equipments: 

� 5% Basic Customs Duty (BCD) on perform of Silica has been imposed in budget 2016-17 to give a fillip to the domestic manufacturing of this telecom item 

which is used in the manufacture of optical cable.  

� The Government has included the exporters of telecom products for availing the benefits under Interest Equalisation Scheme on Pre & Post Shipment Rupee 

Export Credit, announced on November 18, 2015 (to be effective from 1st April 2015), subject to the compliance with minimum value addition criterion 

issued by Department of Telecommunications vide notification dated 31.12.2016. 

As per DGCIS data, the import of telecom equipments including mobile phones, parts and telecom cables during 2015-16 stands at `102,571 crores. Import during 

the period April – September, 2016 stands at `50,249 crores. The Export of Telecom equipments including mobile phones, parts and telecom cables during 2015-

16 is `8,490 crores and from Apr’16 to Sept’16 is `4,883 crores. 

INTERNATIONAL COOPERATION (IC) 
The IC Division deals with activities of prime importance relating to WTO negotiations, Bilateral and multilateral agreements relating to telecommunications, 

Telecom Equipment and Services Export Promotion Council (TEPC), Telecommunications Standards Development Society of India (TSDSI), Telecom Centres of 

Excellence (TCOE India), Exhibitions/ Conferences and seminars relating to telecom. The year 2016-17 (April-December) was marked by several important activities 

in field of International Cooperation, which are broadly categorised as under: 

i. India Telecom 2016  

ii. Participation in RCEP (Regional Comprehensive Economic Partnership) on Telecom Services (SWG-TEL) meetings  

iii. Telecom Equipment & Services Export Promotion Council (TEPC) 

iv. Telecommunications Standards Development Society of India (TSDSI) 

v. Telecom Centre of Excellence (TCOE), India (TCOE India). 

 

CHALLENGES 
Even though the Indian telecommunications sector has come a long way since the time of liberalization and promises growth, there are a number of issues which 

still pose a challenge to its progress. Two critical issues are:  

� High capital investments  

� Well-established players who have a nationwide network 

� License fee 

� Continuously evolving technology  

� Declining Average Revenue Per User  

� Lack of Telecom Infrastructure 

� A wide variety of choices available to customers both in fixed as well as mobile telephony has resulted in increased bargaining power for the customers. 

 

FUTURE GROWTH OPPORTUNITIES IN THE INDIAN TELECOM INDUSTRY 
The Indian Telecom Industry has been considered as an essential tool for the socio- economic development and for growth of GDP in the country. The Indian 

mobile economy is growing rapidly. The Government had raised the FDI limit from 74% to 100% during August 2013 which has made the telecom industry one of 

the fastest growing and a top five employment opportunity generator in the country. The increase in FDI has been done to ensure continuous flow of investments 

in the industry to expand the reach of mobile operators.  

The Indian Telecom industry has undergone a progressive shift from voice services to data services, thereby creating a new direction for the future of this industry. 

The Ministry of Communication and IT is planning to extend basic mobile coverage, including voice calling, in far flung areas of eight north eastern states, creating 

a more inclusive telecom network across the country. This industry is expected to provide more than 4.1 million jobs in the coming five years. Therefore, this will 

be favourable to professionals who aspire to pursue their career in this industry. The Indian Government has also decided to expand the basic telecom services in 

the rural areas for increasing rural tele-density in future. 

The Indian Telecom industry has been growing at an average of 35% a year for close to two decades which is beneficial to the country. The industry has touched 

the lives of millions of Indians and will continue to remain a significant growth driver in the future also. 

 

CONCLUSION 
It can be concluded that the growth and development of Telecom sector of India has made it a key contributor in India’s economic and social up gradation. Every 

functional division and service provider of Telecom Sector of the country is trying to provide world class telecom infrastructure in its area of operation to give 

services to its customers and so, helping the country to progress in the global scenario. 
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