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 Indian telecom industry on the road to revival  

Telecommunication Sector Analysis 

 

Executive Summary 

The Indian tele-density has grown at a brisk pace in the past couple of years, making 

India the world’s second largest telecom network. Since the last couple of quarters, the 

Average Revenue Per User (ARPU) has also grown at a steady rate, led by tariff hikes 

by all the three major telecom operators, as witnessed in November 2021. While the 

ARPU and Minutes of Usage (MOU) have grown at a steady rate, Brickwork Ratings 

(BWR) expects that it would further increase by 28-29% and 16-18% respectively in 

FY23. The increase in the ARPU and MOU will improve the viability of the industry and 

help telcos better manage their debt repayments. In addition, the increase in online 

activities due to the work-from-home scenario has encouraged individuals to choose 

4G networks over 2G and 3G. 

 

With revenue and the ARPU increasing due to an increase in data usage and tariff 

hikes and the recent reliefs announced, telecom operators are now more likely to 

participate in the auction for Fifth-generation (5G) wireless spectrums expected 

towards end-H1CY22. Players are waiting for the Telecom Regulatory Authority of India 

(TRAI) to submit its recommendations on the rules and regulations (expected in a 

couple of months) before the bidding launch. The launch of 5G would not only be good 

for this industry, but also help other industries such as manufacturing and construction 

in bringing in more automation in their processes.  

 

The relief package for the telecom sector by the government has allowed telecom 

operators to bring in fresh capital and help in managing debt obligations in their books. 

Although with the introduction of 5G, the debt amount in companies' balance sheets 

would increase, revenues are also expected to increase proportionately, basis which 

BWR expects the EBITDA to show positive growth in FY22 and FY23. 
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Telecom industry revenue to witness healthy growth in FY22 and 

FY23, led by tariff hikes and increasing data usage 

The telecom sector for the past few years has been saddled with debt due to 

complications such as the Adjusted Gross Revenue (AGR) case verdict, which brought 

in a huge immediate liability on the books of telecom operators. While the pandemic 

had a bad influence on the other sectors, surprisingly, it turned out to be a boon for the 

telecom sector as corporates were dependent on telecom operators for the smooth 

running of their operations. This eventually helped in steady growth in the sectors’ key 

metrics such as the ARPU and MOU. Among the three leading players of the fiercely 

competitive Indian telecom sector, while Vodafone Idea (VI) lost 8% of its total 

subscriber base from Q3FY21 to Q3FY22, Bharti Airtel and Reliance Jio gained 6% 

and 2%, respectively, during the same period. 

 

Trend in Revenue of Telecom Operators 

 

P-Projected 

Source: Telecom Regulatory Authority of India, BWR Research 

 

However, the difficult situation for the sector may ease in future as BWR expects tariff 

hikes and a continued increase in data usage to result in increased revenue by 6-8% 

in FY22. In addition, the subscriber shift towards the 4G network is imminent due to 

higher need on account of work and education being done from home, which will in 

turn, lead to an increase in the companies’ total revenues. The wireless data usage on 

average increased by 37% y-o-y in Q2FY22. 
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The telecom sector is one that has 
witnessed growth during the 
pandemic, with an increase in data 
usage due to the work-from-home 
scenario. Increased data usage, 
coupled with recent tariff hikes, 
would be the driving force for the 
increase in revenue in the next 
fiscal. 
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Trend in Wireless Data Usage   

 

Source: Telecom Regulatory Authority of India, BWR Research 

 

 

Industry ARPU and MOU to see robust growth going forward 

The telecom sector, after a long period, recorded the highest ARPU growth in Q4FY20 

at a rate of 15% from the previous quarter.  However, this was the initial stage of the 

lockdown, when corporates and educational institutions had just started operating 

online, and impact was only witnessed in the last part of the quarter. The situation has 

been positive since then for telecom companies as the increase in online activities has 

led to increase in data usage. In Q2FY22, the ARPU for wireless service grew by 3% 

from the previous quarter. With the increase in the ARPU, the Gross Revenue (GR) 

and AGR increased by 3% and 4%, respectively, in Q2FY22. BWR expects the ARPU 

to increase by 24-25% in FY22, backed by an increase in the customer preference for 

4G network, steady growth in data usage due to an increase in online activities and the 

recent tariff hikes. Additionally, the improvement in the AGR indicates improved 

revenues for the government since the telecom operators pay a portion (8%) of the 

AGR revenues as license fees.  
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The ARPU of the telecom sector 
has also seen steady growth 
during the pandemic period, with 
the customer preference shifting 
towards 4G for working from 
remote locations. 
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Trend in Telecom Industry ARPU   

 

P-Projected 

Source: Telecom Regulatory Authority of India, BWR Research 

 

While the ARPU is evidently the key indicator for the telecom industry, the MOU is the 

second in line. The MOU is a measure of a customer's total usage time for their phone 

in a day, year or month. Similar to the ARPU, the overall MOU also grew by 2% in 

Q2FY22 after witnessing a downfall in Q1FY22. The downfall in revenue for the quarter 

was mainly due to the decrease in the sale of smartphones and increase in lockdown 

restrictions during the second wave. BWR expects the MOU to increase by 15-20% in 

FY23.  

 

Trend in Telecom Industry MOU 

 

P-Projected 

Source: Telecom Regulatory Authority of India, BWR Research 

-26%

-13%

15%

23% 24% - 25%
28% - 29%

-30%

-20%

-10%

0%

10%

20%

30%

40%

0.00

20.00

40.00

60.00

80.00

100.00

120.00

140.00

160.00

180.00

FY18 FY19 FY20 FY21 FY22 (P) FY23 (P)

ARPU (Rs Per Month) Growth (y-o-y)

29%

34%

10%
9%

13% - 15%

16% - 18%

0%

5%

10%

15%

20%

25%

30%

35%

40%

0

200

400

600

800

1000

1200

FY18 FY19 FY20 FY21 FY22 (P) FY23 (P)

MOU (per Subscriber per month) Growth (y-o-y)

 
While the recent tariff hikes have 
been the main driving force for the 
ARPU increase, it could have a 
negative impact on low-income 
groups such as farmers, NGOs 
and educational institutions. 
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Increase in tariff will help bring in more stability for telecom 

operators  

The recent hike in tariff plans by 20-22% would help improve the sector’s viability. The 

telecom sector in India is dominated by three major players and is highly competitive in 

nature, thus making price hikes an uncommon event. However, the recent tariff hikes 

would help increase the APRU of the telecom operator, deal with the financial crisis 

and enable investment for the 5G network.  

 

However, the flipside is that price hikes may hinder the movement of subscribers to 4G 

from 2G. Around 44% of the telecom subscribers are from rural areas, and hence, price 

hikes could discourage the increased usage of the telecom services. In addition, due 

to the pandemic, educational institutions and NGOs largely depend on telecom 

operators for reach, which may not be as much after the lockdown is lifted, which is 

imminent with increased vaccine coverage. 

 

Access Service Provider-wise Market Share in Terms of Wireless Subscribers as 

on 31 October 2021 

 

Source: Telecom Regulatory Authority of India, BWR Research 

 

Introduction of 5G to pave the way for 'Digital India'  

While the launch of 5G would usher in a new era for the country, the bidding has been 

delayed for more than one and a half years due to a high reserve price, as well as the 

operators not having sufficient financial bandwidth to be able to bid for the spectrums. 

The main reason for the telecom companies' reluctance in the initial stages was due to 

significant capital investment requirements. Telcos were already facing financial stress 

due to two reasons, namely, the jump in the existing liabilities in their balance sheet 

over the last two years and a lower ARPU due to severe competitive pressures. 
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However, with tariff hikes and the government’s relief measures, telecom companies 

are expected to be better placed to participate in the 5G bidding process. The operators 

have already entered tie-ups with various vendors and have set-up their 5G trial sites. 

Leading telcos have built trial sites for 5G in 13 major cities of the country, namely, 

Gurugram, Bangalore, Kolkata, Mumbai, Chandigarh, Delhi, Jamnagar, Ahmedabad, 

Chennai, Hyderabad, Lucknow, Pune and Gandhinagar. 

 

The government, in May 2021, had initially allotted six months for the trial process, 

which was later extended by another six months on the appeal of the telcos. While the 

trials are done and telecom operators are ready, the regulatory part is pending. The 

government has figured spectrum bands of frequency 526-698 MHz, 700 MHz, 800 

MHz, 900 MHz, 1800 MHz, 2100 MHz, 2300 MHz, 2500 MHz, 3300-3670 MHz and 

24.25-28.5 GHz for public, as well as private 5G networks. However, the government 

expects to launch the bidding of the 5G network in April-May of 2022 after providing 

further clarity on the spectrum prices, spectrum bands and other terms and conditions. 

BWR expects that the launch of the 5G network would help in achieving its ‘Digital India’ 

vision. The introduction of 5G networks in the country would enhance Internet speed 

and assist in automating the manufacturing and logistic processes. 

 

Telecom industry profitability to improve in FY22, expected to rise 

further in FY23  

BWR expects the EBITDA margins of the telcos to improve in FY22 on account of tariff 

hikes and increased data usage. The tariff hikes of 20-22% in November 2021 would 

lead to an increase in FY22 revenues, the full effect of which would be seen in FY23. 

The costs for telecom operators are also expected to reduce, given the revision in the 

definition of the AGR and other reliefs announced by the government. The Department 

of Telecommunications has already released bank guarantees of Rs 9,200 crore 

deposited earlier by the telecom operators, thereby improving the liquidity available to 

them and reducing finance costs. This, coupled with the increase in revenue, would 

help boost the sector’s overall profitability. 

 

 

 

 

 

 

 

 

 

 
Telecom operators have been 
reluctant to bid for 5G; however, 
this would be a new beginning for 
the country in terms of 
digitalisation and innovation. The 
automation process could be 
adopted smoothly. 
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Trend in EBITDA margins 

 

P-Projected 

Source: Telecom Regulatory Authority of India, BWR Research 

 

BWR expects the EBITDA margins of telecom operators to improve further in FY23 

owing to the expectation of another tariff hike, coupled with the successful and timely 

roll-out of 5G. The launch of the 5G network in FY23 would result in some of the 

subscribers shifting from the 4G to 5G network, thereby creating a positive impact on 

the ARPU, resulting in better operating margins. 
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Annexure - Government’s Recent Initiatives and BWR’s Assessment 

 

  
 

Government initiatives to help telecom sector to grow with a positive 

momentum  

The telecom industry players had been facing a tough situation during the past 

couple of years due to the AGR cases. The leading telecom operators were 

supposed to pay approximately Rs 92,000 crore to the Center as license fee and 

Rs 41,000 crore as spectrum usage fee. The players appealed to court for 

recalculations of the AGR amounts. However, the appeal was dismissed and the 

government brought in fresh relief packages for the telecom operators.  

 

Relief Package for telecom players 

On 15th September 2021, the government announced slew of measures to provide 

relief to the beleaguered sector including  

 Four year moratorium on annual payments for dues arising out of the AGR 

and payment of spectrum purchased in past auctions with interest rate 

stipulated in the respective auction 

 Also, an option has been provided to telecom operators to pay interest 

amount due from deferred AGR payment by issuing equity shares to the 

government 

 Non-telecom revenue will be excluded 

 Bank guarantee requirements have been reduced to 80% against License 

Fee and only one bank guarantee will be sufficient 

 Instead of MCLR plus 4%, from 1st October, 2021 for delay in payments of 

License Fee / Spectrum Usage Charge, telecom operators would only have 

to pay interest rate of SBI’s MCLR plus 2% 

 Spectrum tenure for future auctions would be increased from 20 to 30 years 

and after 10 years of the spectrum acquisition, spectrum will be allowed to 

be surrendered  

 The government also removed both Spectrum Usage Charge (SUC) for 

future acquisition and additional SUC of 0.5% for spectrum sharing so as 

to encourage it 

 To promote investment in the telecom sector, under automatic route 100% 

Foreign Direct Investment (FDI) has been permitted 

 

 

BWR views 

Though the four-year moratorium does not waive off the existing debt in the books 

of the telecom operators, it provides them with breathing time to improve their 

financial position. The government had given the option to telecom companies to 

convert their dues arising from deferred interest payments for AGR into equity. This 

would help in increasing the liquidity of the companies and allow companies to bring 

in fresh capital. Vodafone Idea accepted the offer and the government would 

become a major stakeholder in Vodafone Idea. In addition, the relief packages 

would help in minimizing the additional debt in books of the telecom operators. BWR 

expects that initiatives taken by the government will have positive implications on 

the telecom sector and help the players in reducing the debt. 
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