
I AM pleased with the efforts
of weekly �Technology Times�
towards publishing a special
report on the occasion of
Pakistan Day on March 23, 2012.

The preceding years have
been a landmark in terms of
phenomenal growth of telecom
sector of the country. PTA as
the regulator of the sector has
successfully maintain a positive
trend in the industr y.
Deregulation of the telecom
sector has brought into its fold
an array of leading international
telecom players into the Pakistani
market providing not only a
valuable source of FDI;
generating economic activity in
the country but also a range of
affordable telecom services to
the general public.

T h e  e x p o n e n t i a l
development in the country's
telecom sector has been
a ck n ow l e d g e d  a t  t h e
international level. The mobile
sector of the country is a
particular success story. Today
the number of mobile subscriber
has crossed 114 million.

At present, focus of PTA and
the industry is on Value Added

Services (VAS) for the
consumers.  Mobile commerce
is a value addition with utmost
consumer convenience wherein
users can avail banking facilities
t h r o u g h  m o b i l e
communication. PTA is also very
keen in facilitating development
of killer applications and
localized contents. It has pursued
telecom industry to launch
number of projects to encourage
young entrepreneurs. PTA
would facilitate all stake holders
in this regard.

I strongly believe Pakistan�s
telecom market has a lot of
potential to offer to international
players particularly in the field
of wireless technology and
provision of cost effective
broadband facilities to the
people. The Authority plans to
introduce new technologies such
as 3G services in the country
this year that would further add
to the provision of state of the
art value added services to our
mobile consumers.

As a regulator I want to assure
that the Authority would
continue with its endeavors to
sustain a level playing field for
all telecom investors. The
Authority also reiterates its
commitment to encourage
healthy competition with an aim
of introducing cutting edge
telecom technologies in the
country. We also stand by our
goal of protecting consumer
interests and directing the fruits
of a thriving telecom industry
to the people of Pakistan.

I congratulate the whole
nation on 72nd Pakistan
Resolution Day.

By Aamir Attaa

Pakistan�s economy re-
mained stressed in the first half
of the financial year 2010-11
(July-Dec). This downtime
didn�t occur only because of
global trends, but mainly due
to unprecedented floods that
had damaged one-fourth of the
country�s agriculture land last

year.
The catastrophe resulted in-

to high oil pricing, damages to
private and public infrastruc-
ture, energy shortage, and
above all � the damage to tele-
com equipment in the field.

However, an unexpected
good performance by the ser-
vices sector provided support
to GDP growth and the gov-
ernment somehow managed
growing macroeconomic imbal-
ances in the economy.

State Bank of Pakistan con-
tinued tight monetary policy
to contain the inflationary im-
pact and the only positive ac-
tivity as a consequence to the
floods was the strength of ex-
ternal sector, where large in-
flow of aid and remittances
played a positive role to eco-
nomic recovery.

Highlights
� Total telecom teledensity

reached 65.2 per cent
� Telecom revenues reported

in 1st half of the FY2011
were over Rs. 180 billion
compared to Rs. 167 billion
earned during the same pe-

riod last year.
� Cellular mobile sector

shares 67 per cent of the
total telecom revenues,
whereas fixed line services
share is 26 per cent of total
revenue generation of tele-
com sector.

� The share of mobile opera-
tors in total revenue of mobile
services is according to sub-

scriber share of each operator
� In the first half of the

FY2011 the total contribu-
tion to national exchequer
by Telecom sector was Rs.
56.3 billion which was Rs.
49 billion during same peri-
od last year, showing growth
of 15 per cent.

� FDI and investments in tele-
com sector showed notable
decline.

Teledensity
In contrast to the Pakistan

economic situation the growth
of telecom sector remained pos-
itive, though the growth rate

hasn�t been the same that we
witnessed in recent years � in
fact it has been at its lowest
pace during the reported peri-
od, but the good thing is that
direction has been positive.

The total teledensity growth
kept oscillating between highs
and lows till the end of the
year.

Total teledensity (including

mobile, fixed and WLL servic-
es) stood at 65.2 per cent. The
teledensity growth in the first
half of the year (Jan to June
2010) was 0.9 per cent whereas
in the second half of the year
(July-Dec10) the growth was
1.7 per cent, showing more
stability and resilience as com-
pared to the first half of the
year.

Total teledensity of the
country grew by more than
2.67 per cent in the last one
year.

Telecom Financials
Although the telecom sector

has been experiencing decreas-
ing ARPUs, exorbitant adver-
tisement budgets, power crisis,
and negative net profits, aggres-
sive competition, market satu-
ration and decreasing exchange
rates, the financial health of
the sector remained stable and
didn�t take a down turn.

The telecom revenues re-
ported in 1st half of the
FY2011 were over Rs. 180 bil-
lion which were 167 billion in
the same period of FY 2009-
10. The revenue growth during
the reported period kept mov-
ing between highs and lows
where in July-Sep 2010 it was
-3 per cent whereas in Oct-Dec
2010 it was 4 per cent.

The cellular mobile sector
is a driving force in terms of
revenue in the telecom sector
where it counts 67 per cent of
the total telecom revenue
whereas fixed line services
share is 26 per cent of total
revenue generation of telecom
sector.

The share of mobile opera-
tors in total revenue of mobile
services is according to sub-
scriber share of each operator,
where Mobilink has maximum
share in total revenue followed
by Telenor and Ufone.

Amid high telecom usage,
the contribution of telecom
sector to national exchequer
through taxes, duties and reg-
ulatory charges kept growing.
The sector has been contribut-
ing over Rs. 100 billion each
year since last few years.

At the end of FY2010 the
total contribution was over Rs.
109 billion of which almost 50
per cent came from GST.

In the first half of the
FY2011 the total contribution
to national exchequer was Rs.
56.3 billion which was almost
Rs. 49 billion in the first half
of FY2010 showing growth of
15 per cent since last year. It
is therefore expected that by
end of FY2011 the total contri-
bution to national exchequer
would be higher than the last
year�s contribution.

According to an estimate,
telecom sector contributes
more than 90 per cent share
in total taxes by the services
sector of Pakistan which is be-
ing diverted to provinces under

Economic indicators of Pakistan
telecom industry

Tapping Pakistan�s
telecom potential

By Yasir Ameen

THE TELECOM sector is
one of the most potential sec-
tors which has the capacity to
attract billion dollar of foreign
direct investment (FDI) in the
coming years besides manifold
growth in businesses and em-
ployment opportunities in the
country.

Thanks to the emerging
technology trends in the world
that keep open the room of
improvement in the communi-
cation side by side the window
of opportunity for stakeholders
to invest in the business to earn
better revenues in the un-
tapped and populated market
of Pakistan.

The telecom sector has ex-
panded its services rapidly in
many parts of the country
over the period of past one
decade. It is still in the evolv-
ing stage to deploy its services
in many un-served small cities
and villages and companies
are plan to increase their op-
eration areas in maximum lo-
cations to get handsome num-
ber of customers of their
different services.

The year 2011-12 started with
handsome FDI inflows in the
telecom sector as it stood at $15
million in July, State Bank of

Pakistan (SBP) reported.
In the 2005-08, the telecom

sector attracted $5.086 billion
in the country which is consid-
ered a boom period of telecom
industry as cellular and wireless
operators con-
tinued to invest
a huge capital
on infrastructure
e x p a n s i o n ,
ma in tenance
and marketing.

In 2005-06
the telecom sec-
tor FDI landed
recorded $1.905
billion that is the
highest share of
54 per cent in
overall FDI.

However, the
FDI in the tele-
com sector fell
by 79 per cent in
the closing fi-
nancial year of
2010-11, stand-
ing at merely
$79.1 million
FDI in the clos-
ing fiscal year 2010-11 with its
lowest ever share of 5 per cent
in the overall annual FDI.

Analysts predicted that FDI
in the telecom sector is likely
to rebound its growth in the
coming years the way it record-

ed a huge investment in flow
during the recent years owing
to development and advance-
ment in cellular phone and
broadband sectors.

Value added services such

as 3G and mobile-banking will
be major areas for telecom op-
erators, banks and content ser-
vices providers to invest million
of dollars to launch the latest
technology in Pakistan. Agri-
culture as a primary sector of

the economy also encompasses
a huge potential to offer mobile
agriculture services to farmers
and food production compa-
nies.

The federal government has

set a colossal revenue target of
Rs 75 billion from the telecom
sector through the auction of
3G license to cellular operators
in the financial year 2011-12.

The target of Rs. 75 billion
will be achievable easily if the

government drafts and imple-
ments the 3G policy with the
auction of three licenses in
cellular sector. Though the li-
cense will be auctioned follow-
ing the completion of policy,

the minimum amount should
not be at least $293 million,
which is slightly higher than
the license fee paid by cellular
operators for GSM network.

Therefore, the government

Telecom sector remains a
potential window for FDI
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23RD MARCH is an  impor-
tant date for us as it was the day
the resolution for the Country
to be created was presented.

We at Relacom Pakistan feel
proud to be representing
Pakistan in the International
market. Being a part of the
communication buildup for
the Nation, Relacom has been
engaged in construction, uplift
and development of the
communication sector for the
last 8 years in Pakistan. But
just before we start celebrating
this auspicious day we all need
to sit back and ponder whether
we have been able to pay back
this great Country of ours.

At these difficult times we
all need to stand together and
face the challenges with zeal
and passion. The work for
building this nation has not
completed but has merely
started and we are still a long
way from making this place
what Jinnah had dreamt of.

May Lord help us make our
Countr y  the  way  our
forefathers had wished it to be
when they presented the
resolution of IR of Pakistan.



By S A J Shirazi

BILLIONS OF people are us-
ing mobile phone and hand-
held wireless devices worldwide.
Global shipments of mobile
phones (and other wireless de-
vices) have surpassed shipments
of laptops and desktop comput-
ers earlier this year. Result: over
67 per cent of the world�s pop-
ulation owns a mobile phone,
making it the largest consumed
electronic device in human his-
tory. People have come to em-
brace the mobile devices as an

extension to their everyday lives.
This growth has given pace to
mobi l e  commerce  (m -
commerce) environment. In the
fast age when time is short and
the value attached to conve-
nience is high, the logic behind
growth of m-commerce is the
need for finding easy ways for
financial transactions to get
cash, pay bills or shop for goods
and services anywhere, anytime
just by touching buttons.

Rapid convergence of the
internet and cellular technolo-
gies streams is acceleration m-
commerce. Industry estimates
are that by 2015, users around
the world are expected to spend
about $119 billion on purchase
of goods and services via mobile
phones. In Pakistan, moving
from an environment, which

acts as a communication tool,
and forcing that same device to
become a transactional tool has
been very slow so far. In order
to make mobile commerce a
viable option in our economy,
financial services are already
offering limited mobile banking
so that the customers can use
their handheld devices to access
their accounts to pay their bills
and buy things. But sadly, most
Pakistanis do not have bank
accounts (in 2009, only 14 per
cent of the adult population
had an access to formal banking

services) let alone access to in-
ternationally accepted credit
and debit cards.

The lack of credit and debit
cards or, in general, electronic
payment systems has been par-
tially responsible for the slow
start of m-commerce here.
While the number of credit and
debit cards holder Pakistanis is
on the rise, widely available elec-
tronic payment mechanism
through mobile phone is an
alternative and more conve-
nient. What is revolutionary is
mobile banking for those who
do not have formal bank ac-
counts or whose banks do not
issue debit or credit cards. With
mobile banking, users can get
a sort of virtual bank account
or wallet, which they can use to
receive and send money, pay

bills and buy goods and services.
Common mobile phone users
are already familiar with branch-
less banking and alternate de-
livery channels.

In an agricultural country
where there is a lot of rural-
urban migration and where
most Pakistani still have roots
back in the �village� and need
to send money home regularly,
having an economical, safe and
efficient way to transfer cash via
mobile phone is a big facility.
As mobile payment systems be-
come prevalent, the people re-

ceiving the cash on their mobile
phones will use this same cash
to pay for goods and services
without having to change the
cash back into physical cash.
Gradually, there will be limited
need to carry around physical
cash and we shall see Pakistan
moving more into m-commerce.
An open, transparent and ro-
bust mobile banking regulatory
framework would not only assist
the population at large but
would also be bridging the abil-
ity to measure undocumented
economy of Pakistan.

Two sectors that are already
making the most of financial
transactions through mobile
phones are the utility companies
and fundraising. Bill payment
was one of the first mobile bank-
ing services in Pakistan. Anoth-

er beneficiary is fundraising,
which was at its best during the
floods of 2010.Personal scout-
ing reveals that many mobile
phone users rely on their devices
for searching, browsing and
gathering information, and not
necessarily for making purchas-
es. Mobile consumerism is still
very much a work in progress.
Businesses need to incorporate
the mobile channel into their
marketing plans. Knowing the
limitation of a small screen,
websites should be made easy
to use and optimised taking
into account these physical con-
straints. Savvy marketers know
how to use that mobile phone
numbers advantageously.

The idea is not to be intru-
sive but informative. Any tactics
that invites engagement through
the mobile channel is a viable
strategy. As a next step cellular
operators and banks in Pakistan
could team up to create a single
m-commerce system to let cus-
tomers pay for goods using their
mobile phones, and to let busi-
nesses offer goods and services
to customers as it is being suc-
cessfully practiced elsewhere.
Such arrangement can change
how people do business in m-
commerce environment by of-
fering the possibility of an entire
new level of financial flexibility.
This will benefit the whole econ-
omy, allowing users to manage
their money and make pay-
ments using their handsets,
helping marketers to reach their
customers on the move, and
helping banks provide their cli-
ents with an easy and conve-
nient way of using cash. Clearly,
the explosion of applications
and services is upon us.

To compete in a marketplace
dominated by wireless devices,
businesses must devise effective
m-commerce strategies. Build-
ing successful strategies begins
by recognising the local users�
base that can drive m-
commerce. Will m-commerce
become the next great business
avenue? We will know soon
enough.
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Commerce anywhere, anytime

will chase its colossal revenues
target easily while attraction
billion dollars additional invest-
ment in the telecom sector in
the current financial year.

It is estimated that an oper-
ator shifts its technology on 3G
on a limited scale or in metrop-
olis will have to invest one bil-
lion dollars for the license and
infrastructure as well. This trans-
lates into Rs 90 billion invest-
ment on the network, which
means Rs 270 billion will be
spent by three operators in the
next two fiscal years.

But if the PTA could not
auction three licenses or merely
two operators opt for network
swap for 3G or 4G, as the li-
cense will be technology neutral,
then it will be a difficult task to
achieve the revenue target.

The 3G is catalyst to attract
billion dollars investment in the
country with widespread cre-
ation of economic and employ-
ment opportunities in the ICT
sector despite the fact that the
technology will remain limited
for users living in the metros.

The broadband sector has a
potential to attract million dol-
lars investment in the upcoming
months due to massive expan-
sion of their service network
and physical infrastructure in
the big untapped market.

Moreover FDI may land
through various potential sec-
tors including LDI operators,
MVNO, class value service pro-
viders such as vehicle trackers,
satellite and wireless commu-
nication services.

The ICT has become indis-
pensable for various applica-
tions and operations in large to
small scale business whether in
the private sector or public sec-
tor entities. This leads investors
to spend money on technology
up-gradation and installation
time to time in accordance with
the demand of the trend in
global and local prospective.

PTA in its report �Vision
2020� estimated that telecom
investments in Pakistan will be
landed more than $2.4 billion
by 2020. The PTA �Vision
2020� document says that dur-
ing the next ten years, im-
proved quality of telecom
systems and services would be-

come a critical determinant of
competitiveness in ICT. The
growth and development of
ICTs today has led to their
wide diffusion and application,
thus escalating their economic
and social impact across the
countries.

The next ten years would
bring in a ubiquitous personal-
ized communication lifestyle
where any service can run on
any device, on any network and
in any location over a broadband
connection. Only 0.47 per cent

of our population has attained
subscription to broadband.
Broadband 2.0 networks will
eventually replace the current
broadband networks, it added.

The mobile subscribers�
base is expected to be widened
to 161 million, hence approxi-
mately 89 per cent of the total
population by 2020.

All these estimates will be
true if the government provides
a conducive environment for
investors and existing telecom
companies to enhance their

business spending, operations
and services to all over the coun-
try with advanced technologies.

The government should
form an investor friendly regu-
latory framework for telecom
operators to convince them
towards advanced migration
of technology and services such
as 3G and mobile banking.

There is a need to slash tax-
es and duties on the services
coupled with license fee for
various services.
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18 t h  A m e n d m e n t .
Similarly, the share of

GST in total contribution
from telecom sector is also
very impressive where al-
most 50 per cent of total
contribution comes from
GST collection. Only in
the 1st half of FY 2010-
11, total GST collection
is Rs. 23 billion which
was Rs. 21 billion in the
same period of FY 2010.

The GST collection in
telecom services mainly
comes from mobile sector
and its share in total GST
collection is 86 per cent fol-
lowed by basic services as 11
per cent. The Activation Tax
contribution to national exche-

quer stands at Rs. 3 billion at
the end of the first half of
FY2010-11, which was Rs. 4
billion in the same period last
year.

Main reason for drop in the
activation tax is due to market
maturity, there is time for the
government to abolish this tax
on operators to further
strengthen its growth whereas
in order to increase GST the
government needs to reduce
the existing 19.5 per cent rate,
so that usage could be en-
hanced, which would result in
better  GST col lect ion.

Foreign Direct Investment
The overall inflow of For-

eign Direct Investment in the
country showed a negative
trend during the last few years
and same is the case in Pakistan
telecom sector where FDI has
reduced up to some extent in
the last two years, however, no
drastic reduction has been wit-
nessed.

FDI in the telecom sector
of Pakistan showed about 17
per cent decline in quarter end-
ing December 2010 on com-
pared to previous quarter.  In

case of telecom the FDI is
showing some major reduction
since early 2010.

At the end of FY 2010 the

total FDI in telecom sector was
$374 million which was $815
million in 2009. Similarly, the
FDI in telecom was $112 mil-
lion in the first half of FY 2011,
where as it was 181 million in
the same period of FY2010. It
is predicted that the total FDI
in telecom for FY2011 would
be less than FY2010.

Investment in Telecom Sector
Telecom sector now moving

towards maturity and satura-
tion is experienced in metro-
politan cities � hence the in-
vestment in the sector is
decreasing.

Although in FY 2010 the
investment situation was not
alarming, However, investment
figures for first two quarters of
FY 2010-11 are not very encour-
aging. A total of $270 million
have been invested during Jul-
Dec 2010 in telecom sector in
Pakistan which is 36 per cent
less then the investment made
first six months of 2010 which
stands at $423 million.

While comparing figures of
first quarters of FY 2011 with
FY 2010 there is a drop of 65
per cent in total investment
made in telecom sector of Pa-
kistan.

Total telecom imports

The total telecom imports
showed negative trend in quar-
ter ending December 2010
where total imports declined
about 3.2 per cent in one quar-

ter. However, this decline
was observed due to de-
cline in cellular mobile
handsets where as the
other equipment imports
increased in the same
quarter by about 11.3 per
cent in the same period.

Last year, the govern-
ment of Pakistan had
imposed customs duty
and regulatory duty @ Rs.
750 per mobile handset
that curtailed the import
of mobile handsets,
however, the government
abolished the regulatory

duty @ Rs. 250/ per handset
and reduced the custom duty
from Rs. 500 to Rs. 250/ per
mobile handset that resulted
into surge in the import of
mobile handsets in Pakistan.

The imports of handset au-
tomatically increased right after
the reduction in import duty
and increase in total imports
were witnessed in the reported
period.

Total imports of $388 mil-
lion were recorded in the 1st
half of FY 2010-11, as com-
pared to $329 million in the
same period of FY 2009-10.

While looking at the quarter

wise situation, it can be ob-
served that total imports are
almost the same during the first
two quarters of FY 2010-11.

A closer analysis of the first
two quarters of
FY 2010-11 in
comparison with
prev ious  two
quarters reveal
that the industry
imported other
telecom appara-
tus worth of $300
million during
Jul-Dec 10 of the
F Y 2 0 1 0 - 1 1
whereas it was
$259 million in
the same period
of FY 2009-10.
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