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General Studies-2; Topic: Government policies and interventions for development in 
various sectors and issues arising out of their design and implementation; 

Indian Telecom Sector 

1) Introduction 

• India’s growth this century has been fuelled by telecommunications. 

• The connectivity revolution has powered India’s information technology and helped hundreds of 
millions of young Indians improve their prospects. 

• If India is to become the sort of entrepreneurial superstar, then the telecom sector is going to be 
central to that plan. 

2) Telecom Sector 

• India is currently the world’s second-largest telecommunications market and has registered strong 
growth in the past decade and half. 

• The liberal and reformist policies of the Government of India have been instrumental along with 
strong consumer demand in the rapid growth in the Indian telecom sector. 

• The deregulation of FDI norms has made the sector one of the fastest growing and a top five 
employment opportunity generator in the country. 

3) Present Status 

• Telecom sector is under immense financial 
stress, as admitted by all stakeholders. 

• The troubles of today are rooted in the fast-
paced growth of yesterday. 

• The industry is burdened with debt of ₹7 lakh 
crore. 

• India is faced with the prospect of a telecom 
monopoly or duopoly. 

• In addition to corporate taxes, the 
government’s telecom revenue includes GST 
spectrum auction, revenue share as licence 
fees, amounting to about 30% of customer bill. 

• Indian telecom operators, which offer the 
cheapest mobile data services in the world, pay 
more for airwaves than any of their global 
counterparts. 

• In the quarter ending June 2019 Bharti Airtel reported a loss for the first time ever. 

• Long-running dispute between the sector and the state on how to calculate the government’s share 
of revenue. 

• The Supreme Court has now ordered the companies to pay the government not just the dues but a 
hefty penalty -- as well interest on both. 

4) Spectrum Allocation 

• High spectrum-related debt on telcos’ books because of over-bidding for spectrum. 

• One of the big reasons for the high spectrum debt is a flaw in the earlier auctioning process. 
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• Telcos were forced to bid for spectrum just to continue their operations, and ended up going 
overboard while bidding for this so-called survival spectrum. 

• The government’s revenue from sale of spectrum has also been hit in recent years. 

• When the competitive intensity of the sector was at its peak, the government did not auction any 
spectrum in 2017-18 and 2018-19. 

5) Way Forward 

• Telcos are the backbone of digital services and a crucial stakeholder for the country to unlock the 
$5 trillion GDP dream by 2024. 

• Without government offering relief, there will be a domino effect on the larger digital value chain. 

• The government needs to act, just like it did in 1999. 

• They could offer the operators payment of principal in instalments and waive off interest and 
penalties. 

• It is critical for the nation to have multiple players compete in telecom services. 

•  If India is to reap the benefit of being fully digital, government’s taxes and earnings from telecom 
should be limited. 

• The government should not look at the telecom sector primarily as a revenue-earner. 

• The money could be better spent by operators to improve today’s average service-quality. 

• This would help telecom reach the remotest parts of the country and the service needs to continue 
to be affordable. 

• Prices for 5G spectrum need to be critically looked at. 

• An equilibrium needs to be established between government revenue and overall growth. 
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