Economic slowdown, insurgency hit cellular sector hard 
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ISLAMABAD, April 21: After several years of exponential growth in the cellular sector, Pakistan’s mobile market was now slowing down owing mainly to unstable and weakening macroeconomic indicators and especially extra tax burden. 

The worsening security situation in the country and the unrest in the NWFP had also hit the cellular business hard. 

Nonetheless, following competition levels, market share was an authentic parameter that showed how some companies lost their market power in relation to others that gained it. 

Despite a market leader, Mobilink had lost eight per cent market share since 2007. Today the company owns 31 per cent of total subscribers in the market, followed by Telenor and Ufone. Besides other reasons, subscriber loss to Mobilink was attributed to government policy of blocking unverified SIMs. 

While Ufone was maintaining its share for almost a year, Telenor had been growing its subscriber’s base. Telenor’s market share shot up from 19 per cent to 21 per cent in December 2008. 

According to Pakistan Telecommunication Authority’s Quarterly Review December 2008, Zong had been penetrating the local market quite aggressively with its share jumping from mere 2 per cent to 6 per cent in 2008. 

The Review attributed this jump mainly to Zong’s aggressive marketing and attractive packages targeting the youth of the country. 

Warid dropped its share in the market in relation to previous reported period, although the company had been gaining subscribers. 

Instaphone that had shut down its operations, in a recent court hearing lost a case against the PTA and was directed to pay its outstanding dues before May 6. 

Commenting on the present cellular sector, PTA’s review highlighted that the country’s mobile market had been expanding exceptionally fast. 

Today more than 90 per cent of Pakistan’s total population was covered by one or the other mobile operator. 

While all mobile operators were trying to increase their service area to every possible village and town, it had been becoming increasingly difficult for the companies to penetrate certain areas. 

Worsening security situations in certain areas of NWFP and Balochistan were prime reasons hindering cellular penetration. 

Regarding market revenues, the review highlighted that although the cellular market suffered lower profits during 2nd and 3rd quarter of 2008, the sector generated Rs54 billion. 

Mobilink, Telenor and Warid revenues showed negative trend, attributing decline to increased taxes, increased network costs and inflation in the market. 

According to PTA’s review, with worsening market conditions, Mobilink was cutting back its investments in Pakistan. 

Total investment made in the last quarter was $511 million of which highest contributor was Telenor with $233 million. 

