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1. Deterioration in Quality of Service of telcos over last few quarters 
 

Given the importance of telecom services for the users, the quality of services is a crucial factor. There is low tolerance for poor quality, which in the face of high 

competitive intensity translates into low customer stickiness. Over the last few quarters, the quality of service of telecom operators (telcos) has come under the scanner. 

With increasing instances of call drops, the government had asked the telcos to improve their quality of service.   

 

There are numerous metrics to evaluate the quality of service (referred to as QoS metrics) which are tracked by Telecom Regulatory Authority of India (TRAI) on a quarterly 

basis. Each metric has a specific benchmark, breaching of which can invite penalties from the TRAI. The metrics cover a wide gamut of a telco’s activities related to network 

such as network availability, connection establishment, and connection maintenance; and those related to customer service such as metering and billing, response time to 

customer for assistance, and termination of service.  

 

Some key metrics used to track call quality of telcos are - call drop rates, base transceiver station (BTS) downtime, and worst affected BTS during downtime. Call drop rate 

is defined as the number of calls dropped in a month in a circle as a percentage of total calls in the circle. BTS downtime indicates the total downtime (in hours) of all the 

BTSs in a particular circle during a month, as a percentage of total availability hours of all the BTSs in the circle in the month. Worst affected BTS due to downtime indicates 

the number of BTSs having accumulated downtime of more than 24 hours in a month as a percentage of total BTSs in the area. The TRAI mandated benchmark for each of 

these metrics for a telco is less than 2%. The graphs below depict the percentage of licensees which have not met the benchmark over the past few quarters. 

 
Figure 1: Percentage of Licencees Not Meeting QoS Benchmark for 2G Services 

 

Figure 2: Percentage of Licencees Not Meeting QoS Benchmark for 3G Services 

 
Source: TRAI performance indicator reports, ICRA research                                                       (The TRAI quarterly reports are available till September 2015 only)                        

 
It can be seen that there has been a steady deterioration in service quality parameters from September 2013 onwards. While there is a minor improvement since 

December 2014, the parameters remain significantly weaker than those seen till September 2013. While numerous reasons have been attributed to the decline in QoS, 

ICRA is of the opinion that the prominent reasons are – (a) expanding data volumes, which have exerted pressure on the overall network requirement, and (b) slowdown of 

capital expenditure by telcos (both maintenance and growth capex, including tower addition). ICRA also notes that QoS can also be improved to an extent by adding 

tenancies on existing towers, especially in densely populated areas, where mobile traffic and not the coverage is causing poor quality.   

0% 

2% 

4% 

6% 

8% 

Mar-13 Sep-13 Mar-14 Sep-14 Mar-15 Sep-15 

BTS accumulated downtime Call drop rate Worst affected BTS due to downtime 

0% 

5% 

10% 

15% 

Mar-13 Sep-13 Mar-14 Sep-14 Mar-15 Sep-15 

BTS accumulated downtime Worst affected BTS due to downtime 



F                               Telecom Sector: Update 
 

 
ICRA LIMITED 3 

 

2. Strong growth in data usage exerting pressure on network 
 

A key reason for deterioration in service quality is the growth in total mobile traffic. Mobile traffic has two components – voice and data. While the voice traffic has 

continued to register a steady growth across telcos over the past three years, following the roll-out of data services by all telcos, attractive data tariffs, and increasing 

penetration of smartphones, data traffic in the country has witnessed a very sharp growth. For the ICRA Sample of Bharti Airtel Limited, Vodafone India Limited, Idea 

Cellular Limited, and Reliance Communications Limited, the total voice traffic (measured as total minutes carried on the network) has grown by 24% from 607 billion 

minutes in Q2 FY2013 to 751 billion minutes in Q2 FY2016. Additionally, there has been a strong growth in the data traffic with data volume growing by 586% from 43.1 

billion MBs in Q2 FY2013 to 359.4 billion MBs in Q2 FY2016. However, the spectrum holding of the telcos in ICRA Sample (in 800 MHz, 900 MHz, 1800 MHz and 2100 MHz 

bands) has increased only by 47% from 833.3 MHz as on September 30, 2012 to 1222.65 MHz as on September 30, 2015 leading to pressure on network. ICRA has analysed 

the trend quantum of minutes and quantum of data carried per MHz of spectrum held for each telco in the ICRA Sample
1
.  

 

Figure 3: Quarterly Billion Minutes Carried per MHz of Spectrum Held 

 

Figure 4: Quarterly Billion MBs Carried per MHz of Spectrum Held 

 
Source: ICRA research                                                                                         

 

With the total mobile traffic outpacing the increase in spectrum holding, for most of the telcos, both voice and data traffic per MHz of spectrum held have witnessed an 

increase
2
 over the past six years. For the ICRA Sample, the minutes (in billion) serviced per MHz of spectrum in a quarter has grown from 0.54 in June 2010 to 0.61 in 

 
 
 

 
                                                           

1
 The more exact analysis should be based on spectrum that is put to use. However, in the absence of data, this analysis is based on the spectrum that is held.  

2
 The increase in minutes volume per MHz for Idea in early 2012 is on account of cancellation of some licenses by honorable Supreme Court of India. 
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September 2015, notwithstanding the decline seen in this metric due to addition of spectrum. Similarily, over the same period, data (in billion MBs) serviced per MHz of 

spectrum has increased from a negligible level to 0.29.  

 

The trend of increasing traffic per MHz of spectrum does not necessarily mean network congestion, it primarily highlights the significantly higher utilisation of spectrum. 

The companies in the ICRA sample have been buying spectrum steadily over the last few years which explains the decline in utilisation witnessed in March 2014 and March 

2015 (especialy for Airtel). However, addition of spectrum does not automatically translate into higher capacity as capital expenditure has to be incurred to put the 

spectrum into use. Thus the extent of capital expenditure incurred by the telcos is another important determinant of the network capacity, apart from the spectrum 

holding.  

 
3. Capital expenditure trend leads the QoS trend; some improvement in capex intensity in FY2015 and FY2016 
 

While the telcos have been able to garner more spectrum to cater to the increasing mobile traffic , the industry has not incurred a corresponding amount of capex to 

maintain adequate service standards. A metric to judge the capex intensity is the ratio of capex incurred to the revenue generated in any year. In India, the trend in QoS 

parameters has followed the capex intensity trend for the industry. The capex across telcos witnessed a slowdown during FY2013 and FY2014 which resulted in 

deterioration in QoS parameters from September 2013 onwards. During FY2013 and FY2014, the capex to sales ratio for the ICRA Sample was 13% and 12% respectively. In 

FY2015 and H1 FY2016, the capex to sales ratio of the ICRA Sample improved to 16% and further to 17% respectively. Thus, two consecutive periods of increasing capex 

intensity has arrested the deterioration in QoS parameters, which have remained stable since around December 2014 (refer Figure 1 and Figure 2). ICRA notes that FY2012 

and FY2013 were periods of high competitive intensity and relatively high regulatory uncertainty which constrained the capex by the telcos. In addition, the industry’s 

ability to undertake capex over the last five years has been impacted by the need to deploy funds towards spectrum acquisition. Despite the pick-up in capex intensity over 

the last two years, it remains lower than the average of 20-22% for most major telcos internationally as shown in graph below.  

 

Figure 5: Capex as % of Sales for Various Telcos 

 
Source: ICRA research                                                                                         
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Considering the demographics and the phase of the prevailing mobile technology, the Indian market currently resembles China and thus the metrics of Chinese operators 

are more comparable. Capex to sales for the Chinese operators has been significantly higher than Indian operatos, averaging more than 30%. In recent years, the capex by 

Chinese operators has been towards building of infrastructure for high speed data (3G and 4G services). 

 

4. Spectrum acquisition witnessing significant fund deployment 
 

Ever since the Supreme Court ordered the cancellation of 122 telecom licences in February 2012 and ruled that auction should be the preferred mode of allocation of 

national resources such as telecom spectrum, spectrum auctions have become a regular industry feature. Over the last six years, the telecom industry has witnessed five 

rounds of spectrum auctions in which total spectrum worth around Rs. 2,90,000 crore has been sold. Table 1 presents a snapshot of the spectrum auctions so far.  

 

Table 1: History of Spectrum Auctions in India 

 Spectrum on Offer Spectrum Sold Major Participants Total Outlay 

Sep-2010 2100 MHz – 355 MHz 

2300 MHz – 880 MHz 

2100 MHz – 465 MHz 

2300 MHz – 1320 MHz 

All existing telcos + new 

entrants 

Rs. 1,06,262 crore 

Nov-2012 800 MHz – 95 MHz 

1800 MHz – 295 MHz 

800 MHz – nil 

1800 MHz – 127.5 MHz 

Telewings, Idea,   

Vodafone, Videocon 

Rs. 9,408 crore 

Mar-2013 800 MHz – 95 MHz 

900 MHz – 46 MHz 

1800 MHz – 57.5 MHz 

800 MHz – 30 MHz 

900 MHz - nil 

1800 MHz – nil 

Sistema  Rs. 3,640 crore 

Feb-2014 900 MHz – 46 MHz 

1800 MHz – 385 MHz 

900 MHz – 46 MHz 

1800 MHz – 307.2 MHz 

Bharti, Vodafone,  

Idea, RJio, Telewings  

Rs. 61,163 crore 

Mar-2015 800 MHz – 108.75 MHz 

900 MHz – 177.8 MHz 

1800 MHz – 99.2 MHz 

2100 MHz – 85 MHz 

800 MHz – 86.25 MHz 

900 MHz – 168 MHz 

1800 MHz – 93.8 MHz 

2100 MHz – 70.0 MHz 

Bharti, Vodafone,  

Idea, RJio, Tata 

Teleservices, Aircel 

Rs. 1,09,875 crore 

Source: ICRA research 

 
The recent spectrum acquisitions have largely been necessitated by the impending expiries of the spectrum acquired by the telcos nearly 20 years back, as a matter of 

business continuity for the entities. Thus the industry had to spend considerable sums towards spectrum acquisition. This development coincided with need of the industry 

to expand their data-related spectrum holding in order to meet the burgeoning demand, resulting in a substantial portion of the telcos’ capex being utilised for spectrum 

acquisition over the last 3 years.  

 

For the ICRA Sample, the total spectrum acquisition value over the last five years stood at Rs. 1,83,493 crore (forms 63% of the total spectrum spend of the industry), of 

which Rs. 84,484 crore has been paid, the remaining is to be paid in subsequent years as per the deferred payment plan allowed by the Department of 

Telecommunications (DoT). On the other hand, the total capex undertaken by the ICRA Sample over the last five years stood at Rs. 1,08,768 crore. Thus cash outflows for 

spectrum acquisition comprised 44% of the total capex for these large players.  
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Figure 6: Capex for Indian Telcos (Rs. Crore) 

 
Source: ICRA research                                                                                         

 

5. Outlook 
 

The spectrum auctions are expected to remain a regular industry feature and ICRA expects telcos to continue to amass spectrum over the near term  in order to drive the 

growing demand in data services, which is still at a nascent stage in the country. A sizeable auction is proposed in mid-2016, in which the DoT also proposes to auction 

spectrum in the 700 MHz band which would be efficient for data services. In the medium term, the telcos would look to strengthen their holding in this band. At the same 

time, the network capex would have to improve for the industry as performance on QoS parameters is critical. The telcos cannot afford poor customer experience in data 

services which is expected to be a major growth driver for the industry. Most of the telcos have already increased capex and are guiding higher capex going forward; for 

instance, Bharti has indicated around Rs. 60,000 crore capex for the next three years, while Idea has indicated Rs. 7,000 crore for FY2017 following capex of Rs. 15,200 

crore for Bharti and Rs. 7,700 crore for Idea for FY2016. The need for spectrum acquisition along with higher capex would result in a signficant funding requirement for the 

industry. Nevertheless, ICRA expects that service quality would improve from current levels going forward following the higher capex.  
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