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28th February 2006

Press Release

The Hon’ble Finance Minister, Shri P.Chidambaram presented his budget, which from the view of the telecom service industry can be termed as a “status quo” budget.  The telecom sector was expecting some relief from the high incidence of taxes and levies, but this has not found any support in this budget.
This sector has the lowest Average Revenue Per User (ARPU) in the whole world which has been falling for the last many years.  At the same time, it contributes taxes and levies, to the tune of 17 to 21% + G.S.T.  The regulatory levies and taxes are not so high in other developing countries.  AUSPI expected reduction of these levies in order to benefit the end customers and hence increase penetration, as also to improve the competitiveness of the Indian economy.
Unfortunately, the telecom sector has been further burdened with an increase in service tax to 12%.  This increase in service tax will enhance the corresponding tariffs.  Telecom is a flourishing industry which contributes about 30% of the country’s service tax and the industry very much expected relief in this direction.  The industry also expected a reduction in the revenue share license fee for the telecom sector to 6%, which has been supported by the DoT. However, this has not been forthcoming in this budget. 
Even though the USO Fund has gathered more than Rs. 5000 crore as levies obtained from telecom service providers, the allocation in this budget is merely Rs. 1500 crores.  Rest of the amount has been kept with the Government of India.  The telecom industry expected the entire amount collected as levy for USO fund to be utilized for the development of rural communication thereby reducing the digital divide.

Telecom service industry is adding a phenomenal rate of 5 million subscribers per month and contributing substantially to the growth of the economy, but has not received due acknowledgement of its role in this budget. Some of the major areas of concern on which the sector was eagerly looking for support are:
· Reduction in the revenue share license fee for service providers to a flat rate of 6% including USO fund. It is pertinent to point out that long distance operators who have very little deployment of infrastructure and have no rollout obligation pay only 6% revenue share license fee. But, the access providers who provide service and access to the customers and deploy all infrastructures in addition to the rollout obligation pay a higher revenue share upto 10%. The access provider is the only one who directly responsible for the rural connectivity and growth of the teledensity
· Exclusion of non telecom revenues from the definition of Adjusted Gross Revenue (AGR)

The budget has not been responsive to the industry’s needs and this could impact the exponential growth hitherto witnessed by this sector.

S.C.KHANNA

SECRETARY GENERAL
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