Pakistan’s telecom transformation, 2002-07

Rohan Samarajiva*
Pakistan’s recent telecom developments constitute a South Asian success story.   From two million in 2002, the number of active mobile SIMs increased to 79 million by end 2007.  This is a compound annual growth rate of 115 per cent a year, one of the highest in the world, and the highest in South Asia for that period.  This article documents the achievements of the Pakistan telecom sector in 2002-07.  The period covers the tenure of Major General Shahzada Alam Malik (retd.), who stepped down as the Chairman of the Pakistan Telecom Authority in July 2008. 

Leadership matters.   It is not the only thing, but without it, reforms do not happen and performance suffers.

If a country’s telecom sector does well, the main contributions come from the business-process innovations of suppliers and the creativity of consumers.   However, they can contribute only if the government and the regulatory agency remove the road blocks, described in our 2008 book, ICT infrastructure in emerging Asia:  Policy and regulatory roadblocks (Sage and IDRC, 2008; http://lirneasia.net/projects/ict-infrastructure-in-emerging-asia).  Absent good leadership, regulatory agencies become roadblocks, not facilitators.      

Connectivity

Pakistan overtook both India (in 2005) and Sri Lanka (in 2007) in mobile SIMS/100 people (Figure 1).
Figure 1:  Mobile SIMs/100, 2002-07, PK compared with South Asian peers
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Source:  ITU (2008; http://www.itu.int/ITU-D/icteye/Indicators/Indicators.aspx)
Some argue that many of the SIMs that have been issued are not primary connections.   The over-issuance of SIMs is not a problem unique to Pakistan.  All mobile statistics are, in our opinion, inflated.   As security-related precautions kick in, the problem should be contained.   While the raw numbers may have to be adjusted, the fact of rapid growth cannot be disputed.

Pakistan is not a small country, with a population of 154 million.  It is also the least densely populated of the four countries being compared, with a population/sq. km of 192, versus Sri Lanka (316) India (348) and Bangladesh (985).   Generally this is considered to pose additional difficulties in increasing connectivity.   

Its per-capita GDP is considerably lower than that of Sri Lanka, suggesting that its connectivity should be below that of Sri Lanka (if one still takes the Jipp Curve seriously).  But it is not, except with regard to overall access paths (fixed plus mobile connections, as shown in Figure 2), where Sri Lanka was at 55.58 at end 2007, compared to Pakistan’s 51.12.  This is a substantial narrowing of the gap from 2002, when Sri Lanka had 9.58 access paths/100, compared to Pakistan’s 3.65.

Figure 2:  Access paths/100, 2002-07, PK compared with South Asian peers
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  Source:  ITU (2008; http://www.itu.int/ITU-D/icteye/Indicators/Indicators.aspx)

How was this good performance achieved?   Foreign Direct Investment (FDI) into the sector increased massively under Chairman Malik’s leadership, as shown in Figure 3.  From a negligible USD 6.04 million in 2002, it increased to USD 1905.06m in 2006 (over 50 percent of total FDI coming into the country) and USD 1824.25m in 2007 (close to 40 percent of the total).  The major reforms in Pakistan took effect in 2004, with the adoption of the licensing framework developed with assistance from the Toronto law firm of McCarthy Tétrault and the conduct of mobile license auctions.  Mobile growth rocketed up from that point, as did FDI.

Figure 3:  FDI in the principal sectors in Pakistan, 2002-07
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Source:  State Bank of Pakistan (2008; http://www.sbp.org.pk/ecodata/NIFP_Arch/index.asp)
Note:  FDI for the power sector in 2004 was USD -14.24 million.
When FDI increases overall, credit is due to the government.  But when it shows a marked increase in an infrastructure sector regulated by a sector-specific regulator, part of the credit has to go to the regulatory environment in that sector.  LIRNEasia’s TRE survey (http://lirneasia.net/projects/2008-2010/telecom-regulatory-environment) conducted in 2006 (the 2008 survey is underway and the results are not yet out), showed that Pakistan’s mobile TRE was favorably perceived by many informed stakeholders (Figure 4); it was the highest among the five countries where the research was conducted: India, Sri Lanka, Indonesia and the Philippines, in addition to Pakistan.  For this, we can give credit to the PTA, which was responsible for all the dimensions except universal service (where it played a role as well).   As the leader of the PTA during that period, Chairman Malik is entitled to considerable credit as well.

Figure 4: Mobile sector aggregate TRE scores, PK, IN, LK, ID, PH compared
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Source:  LIRNEasia (2008; http://lirneasia.net/projects/2008-2010/telecom-regulatory-environment)

Affordability

It is not enough to talk about connectivity; are the people of Pakistan able to use the connections that they now have?

LIRNEasia does not have time-series data on mobile prices for 2002-07.  However, our latest comparative data (March 2008; http://lirneasia.net/wp-content/uploads/2008/07/mobile-benchmarks-mar-08.pdf) show that Pakistan has the lowest mobile prices for low, medium and high users on a purchasing-power-parity adjusted basis in South Asia, and by extension, the world.  Our calculation includes connection charges, pro-rated over time, rental, and usage charges for different amounts of calls and SMSes.  The call and SMS volumes are based on South Asian weighted averages, while some of the ratios (e.g., on-net vs. off-net calls) are taken from the OECD [Organization for Economic Cooperation and Development], where the methodology originates.
Figure 5:  South Asia, prepaid mobile basket comparisons, low users, PPP adjusted
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Source:  LIRNEasia (2008, March; http://lirneasia.net/wp-content/uploads/2008/07/mobile-benchmarks-mar-08.pdf) 
Figure 6:  South Asia, prepaid mobile basket comparisons, medium users, PPP adjusted
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Source:  LIRNEasia (2008, March; http://lirneasia.net/wp-content/uploads/2008/07/mobile-benchmarks-mar-08.pdf) 

Figure 7:  South Asia, prepaid mobile basket comparisons, high users, PPP adjusted
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Source:  LIRNEasia (2008, March; http://lirneasia.net/wp-content/uploads/2008/07/mobile-benchmarks-mar-08.pdf) 

In conclusion
Major General Malik can depart with a happy heart.  The reforms that he championed and helped get implemented have borne good results for the people of Pakistan.   

As an organization committed to the creation of a policy and regulatory environment conducive to greater ICT use by the people of the Asia Pacific, we thank Chairman Malik and his team for bringing Pakistan to the forefront of sector developments.   We salute his leadership.   The reforms of 2004 unleashed competitive energies that can connect more people to each other and to the potential of Information and Communication Technologies, absent any new roadblocks.   Knowing that Major General Malik leaves behind an energetic and empowered PTA under the leadership of the new Chairman, Dr Muhammed Yaseen, a contributor to the PTA’s good performance for several years, we are confident that the sector will continue to flourish.  
* 	Executive Director of the regional ICT policy and regulation think tank, LIRNEasia (www.lirneasia.net).  Previously, he served as Director General of Telecommunications of Sri Lanka and assisted the Government of Sri Lanka liberalize the country’s international telecom market.   
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