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RSM/COAI/2020/035                                                                                                                                    

 

February 26, 2020 

 

    Sh. Anshu Prakash, IAS, 

Secretary, DoT & Chairman, (DCC),      

Department of Telecommunications, 

Sanchar Bhawan, 20 Ashoka Road,  

New Delhi – 110001 

 

Subject: Urgent Support from the Government to Address the Current Health 

of the Telecom Sector 

 

Dear Sir, 

 

1. India is the world’s second-largest telecommunications market with a subscriber base of 1.15 

billion. India’s growing mobile economy now constitutes about 98% of all telephone subscriptions. 

The mobile industry has witnessed exponential growth over the last few years driven by affordable 

tariffs and expanding 3G and 4G coverage.   India is now the global leader in monthly data 

consumption, with average consumption per subscriber per month increasing 133 times from 62 

MB in 2014 to 8.74 GB (Source: DoT Annual Report 2018-19). 

 

2. The telecom Industry has invested over INR 10.44 lakh crores1 in setting up world class mobile 

networks over the last 20 years and has committed around INR 3.68 Lakh crores2 in spectrum 

through auctions since 2010. However, the revenues and profitability have declined significantly.  

The debt burden is well over INR 7Lakh Crores, and there is still significant investment required 

in the future.  

 

3. The industry stress is well acknowledged by all stakeholders including the government. With the 

recent AGR judgement, the situation has become even more critical.  

 

4. The industry therefore requests support from the government to take steps to make the telecom 

sector sustainable.  

                                                 
1 Source: Parliament question, COAI Analysis 
2 Source: DoT 
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5. We suggest below some key steps to facilitate reduction of financial stress in the industry 

and its transformation to a healthy state: 

 

a. AGR related payments: Although a complex process, telecom companies have made 

provisional assessment of AGR dues basis SC judgement. As individual companies are 

stretching to make as much payment as is possible in a stressed financial situation, the following 

credit due to us from the government, if adjusted can help companies meet AGR payment :- 

 

i. We request the Government to allow set-off of GST credits lying with the government.  

 

ii. Further, after the GST set-off, the payment of balance amount of interest, penalty, and 

interest on penalty be allowed in a staggered manner. It is requested that a moratorium of 3 

years be provided, as we expect that it will take at least that much time to recover the health 

of the sector, followed by a payment tenure of 15 years at a simple interest of 6%.  

 

iii. The amounts payable under the SC judgement, after mutual discussion maybe frozen to 

avoid recurring claim of interest, penalty and interest on penalty.  

 

iv. In the alternative, the government may consider granting loan equal to the AGR amount at 

6% rate of interest (as being reported in media) so that the AGR liability maybe discharged 

immediately. 

 

b. Reduce License fee from 8% to 3%    

 

i. Indian Telecom sector remains one of the most heavily taxed sectors when compared to 

taxes, levies and surcharges levied on telecom service providers in South Asia and ASEAN 

countries, with around 29% to 32% of revenues payable to exchequer in the form of levies & 

taxes like License fees, SUC, etc.  

 

ii. It is vital to ensure that the telecom industry remains financially strong. There is thus an 

immediate need to rationalize the regulatory cost burden on the telecom sector. The NDCP 

2018 taking cognizance of this, made a mention for reduction of levies and fees including 

License Fee, SUC and rationalization of Universal Service levy (Page12 of NDCP 

Document). 
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iii. Given the current stress in sector, and the accumulated funds of over Rs 50,000 crores 

(Source: USOF) collected in the USO Fund, it is requested that License Fee be 

immediately reduced to 3%.  

 

c. Reduce SUC: Since the spectrum is being auctioned, prices determined through market driven 

mechanism the effective rate of the SUC should be reduced by 3% for all the TSP’s i.e. the 

weighted average SUC rate arrived based on respective SUC rates of the auctioned spectrum 

and the administrative spectrum should be reduced by 3% for all the TSPs in each service area, 

after removal of existing SUC floor of 3% of AGR. Further, a nominal rate of SUC, say 0.5-1% 

of AGR, should be prescribed for forthcoming auctions for recovering only the administrative 

cost.  

 

d. Immediate implementation of Floor Price:  

 

i. There is financial stress in the telecom sector and this is well acknowledged by all 

stakeholders, including the Government and the regulator. However, when benchmarked 

with other global players (comparison as given below), it is evident the Indian APRU is the 

lowest in the world. 

  

Table A: ARPU comparison with other countries 
 

 

 

  

 

 

 

 

 
Source: TSP data as reported to TRAI 

 

ii. The situation is similar when we look at Price/GB as a comparison with other countries. Given 

data is the key driver for Digital India and a digital economy, it is important to also consider 

the following metric: 

 

 

  

 

 

 

Country ARPU 

 Rs./mth 

India   - Current ARPU Range 108-128 

China 504 

Brazil 405 

Russia 333 
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Table B: Data price Comparison with other countries 

 

 

  

  

 

 

 

 

 

 

 

 

 
Source: TSP data as reported to TRAI 

 

iii. Although delayed, TRAI has now initiated a consultation process on floor pricing. Our 

proposal is that a floor price needs to be made effective immediately (say from 1st April, 

2020). We believe, despite introduction of the floor price, ARPU in Indian will remain 

extremely competitive. Significant investments are required to achieve the vision of a five 

trillion dollar economy. Therefore, floor pricing is imperative to ensure the sector is 

sustainable, and in a position to bear the deferred spectrum and AGR dues, while 

continuing to invest in world class networks and services. 

 

e. GST Waiver on sovereign payments: Internationally it is a common practice to not charge 

GST on sovereign payments. There is nearly Rs 40,000 Crs of Input GST stuck for telecom 

sector.  Thus, to prevent future GST blockage, it is requested that GST on AGR payments, LF, 

SUC and spectrum instalments (for Oct ’16 auction only) be waived off.  

 

f. Review of need for Bank Guarantees (BGs)  

 

i. Banks are currently unwilling to take any risk w.r.t. telecom sector and are constantly asking 

TSPs to reduce their exposures by refusing to issue new BGs or even to renew the Bank 

Guarantees. There is a need to give a clear message to banks that government is there to 

support the sector. 

 

ii. As for FBGs to secure payment of LF, these are paid quarterly and the only reason for an 

operator not to pay the same is because they cannot sustain operations. Hence, the 

requirement of FBGs for securing LF payments should be done away with. This would also 

Country Rs/GB 

India   9 - 17 

China 84 

USA 489 

Brazil 160 

Germany 350 

France 207 

Philippines 48 

Indonesia 42 

Russia 46 



                                                                      

5 

 

reduce a lot of administrative work. However, if DoT is still of the opinion that FBGs are still 

required, then it should at least be reduced to one quarters License Fee  

 

Request: 

 

These are few suggestions which we request for consideration by the Government on a priority basis 

for restoring the health of the Telecom sector. We believe that with the necessary and timely support 

of the government, the industry will rise from its current financial woes and play a strong role in 

contributing to achieve the objective of Digital India, achieve the targets envisaged in NDCP 2018 and 

in catalysing the national goal of achieving a Five Trillion Dollar Economy. 

 

We would be obliged if DoT and the government could kindly and positively consider our various 

submissions made through this letter. 

 

Thanking You, 

 

Yours faithfully, 

 

Rajan S. Mathews  

Director General  
 

Encl: A/a                                                             
 

Cc: 

1. Hon’ble Minister for Communications, Electronics & Information Technology and Law & 

Justice, Government of India, Sanchar Bhawan, New Delhi 

2. Hon’ble Finance Minister, Government of India, North Block, New Delhi 

3. Principal Secretary, Prime Minister’s Office, South Block, New Delhi  

4. Principal Advisor, Prime Minister’s Office, South Block, New Delhi 

5. Cabinet Secretary, Government of India, Rashtrapati Bhawan, New Delhi 

6. Secretary, Department for Promotion of Industry and Internal Trade, Udyog Bhawan, New 

Delhi 

7. Secretary , Department of Economic Affairs, North Block, New Delhi 

8. Secretary, Department of Electronics and Information Technology, CGO Complex, New 

Delhi 

9. CEO, Niti Aayog,  Sansad Marg, New Delhi 

10. Member (Finance) / Member (Technology) / Member (Services), Sanchar Bhawan, New Delhi 

11. Additional Secretary (Telecom), Sanchar Bhawan, New Delhi 


