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Priority area

This contribution outlines the current scenario in the rural telecom market in India and role of BDT in giving necessary fillip to the development of this segment of telecom market. This paper highlights India’s efforts to bridge the digital divide, using right policies, to empower the masses.
Programme proposal

Information sharing (symposia, workshops, publications, studies)
Description of the proposal
India recommends that for connecting the unconnected, the sharing of information and experience is very important. This can be achieved, besides other efforts, by increased information sharing during BDT workshops in the region. 

During the last five years, the country has seen a phenomenal spurt in the growth telephone subscribers. The total subscribers as on March 2009 are 430 million as compared to just 8 million in Mar 94 and The mobile industry is adding more than 10 million mobile subscribers every month. In order to sustain this growth ratio, the telecom service providers along with the equipment/handset vendors are eyeing the rural markets as the next frontier.

As of December 2008, the urban teledensity (No of telephones per 100 persons) was 81.30 as against the rural teledensity of only 12.62. The year wise growth in teledensity is shown in Table 1.

Table 1: Rural vs Urban Teledensity

Teledensity Details (Phones per 100)
	Sr
No
	Month
	Year
	Teledensity

	
	
	
	Rural
	Urban
	Overall

	1
	March
	2004
	1.70
	21.30
	7.58

	2
	March
	2005
	1.74
	26.20
	9.08

	3
	March
	2006
	1.86
	37.99
	12.70

	4
	March
	2007
	5.78
	47.24
	18.22

	5
	March
	2008
	9.34
	63.67
	25.64

	6
	March
	2009
	15
	87
	36.98


There is a strong evidence to show that telephones have a high correlation with Gross Domestic Product (GDP) per capita. Surveys and studies have revealed that access to information and communication technologies allows the benefits of information availability, business opportunities and social connections that translate into brighter education and economic opportunities. Communication is still a challenge in villages and remote places, while urban India witnesses a telecom revolution. The fruits of telecom liberalization have still not reached the rural masses. 

In a market where profit margins are shrinking, setting up of telecom infrastructure in rural areas is not very lucrative. The service providers expect some kind of customized and friendly policies for rural telephony, and also want to be compensated by the Regulator and the government for operating in rural areas.  The crux of the problem is not so much that low revenues make a poor business case but because the investments needed are high. Rural markets are, therefore, not high on the business radar of operators. The Universal Service Obligation Fund (USOF) subsidy in India has also not spurred the investments in rural areas to the desired level. As the telephony for rural markets is very crucial, facilitating environment has to be created so that the operators are encouraged and convinced for making investments in such areas.

Role of universal service obligation fund in India: 

The Universal Service Obligation Fund (USOF) has been established with the fundamental objective of providing access to basic telecommunication services to people in the rural and remote areas, at affordable and reasonable prices. The Fund is to be utilized exclusively for meeting the Universal Service Obligation and the balance to the credit of the Fund will not lapse at the end of the financial year. Credits to the Fund shall be through Parliamentary approvals. The Rules for administration of the Fund known as Indian Telegraph (Amendment) Rules, 2004 were notified on 26.03.2004. 

The resources for implementation of USO are raised through a Universal Service Levy (USL) which has presently been fixed at 5% of the Adjusted Gross Revenue (AGR) of all Telecom Service Providers except the pure value added service providers like Internet, Voice Mail, E-Mail service providers etc. In addition, the Central Govt. may also give grants and loans.

The following schemes have been successfully launched to connect the rural India:

1. Public Access: 92.5 percent villages have been provided Village Public Telephones (VPT). Remaining 67,000 to be covered by November 2009.

2. Individual Access: USOF support has been extended to nine million rural households.

3. Shared Mobile Infrastructure Scheme: About 4,000 towers have been set up, to be shared by three service providers for rural mobile coverage. Target is to erect 7,800 towers by November 2009.

4. Rural Broadband: To provide 860,000 broadband connections at 512 kbps always-on speed.

5. Future schemes: To provide wireless broadband and build OFC infrastructure in rural India.

Regional initiatives related to the proposal
India has noted that the problems of extending telecommunications facilities to rural/remote areas are more or less common in the developing world. It is very pertinent that there is a frequent sharing of knowledge and experience among the member states so that the process of connecting the unconnected can be completed in the earliest time frame. BDT may plan a number of workshops in this region focussing on relevant technologies and service offering methods to enable this task. India appreciates that given the financial constraints, the job at hand for BDT to meet this requirement will be difficult, however, not impossible.
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