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CHAPTER 1 

INTRODUCTION 

 

 

“It is high time that the ideal of success should be replaced by ideal of service.” 

----- Albert Einstein  

 

1.1    RELEVANCE OF SERVICES SECTOR IN ECONOMY 

Services constitute the tertiary sector in an economy, including all activities that are neither 

related to agriculture nor manufacturing. The emergence of services sector can be traced back 

to post World War-II era, when it started assuming greater significance in rebuilding the 

world economies that were devastated due to the collapse of manufacturing sector. 

Eventually, this phenomenon led to a change in the basic structure of economies with services 

becoming the dominant component. However, with the passage of time, newer services were 

developed leading to their simultaneous commercialization and professionalization. As a 

result, the services sector became the back-bone of every economy. According to the Indian 

Economic Survey 2010-11, UN National Accounts Statistics in its report published on 4
th

 

February 2011, has also mentioned that the services sector with an overall share of 64.2 

percent in world GDP in 2009 (Table 1.1), has been playing a dominant role in the world 

order, especially in high-income countries which have transited to services-led growth. 

From education to entertainment, finance, fast-food, travel, telephone, advertisement to 

market research, maintenance services, retailing etc. services are widely used by people and 



 

organizations today. More so with the advancements in new tech

telecommunication, information based technologies and continuous innovations in performing 

business functions; a radical change has taken place in the living

needs and requirements of people.  

Table 1.1: Performance in Services Growth of Top 12 Countries

Country 

Rank* 

Overall 

GDP 

Services 

GDP 

USA 1 1 

JAPAN 2 2 

CHINA 3 3 

GERMANY 4 4 

FRANCE 5 5 

UK 6 6 

ITALY 7 7 

BRAZIL 8 8 

SPAIN 9 9 

CANADA 10 10 

INDIA 11 12 

RUSSIA 12 11 

WORLD   

Source: Indian Economic Survey 2010-11

* Ranks are based on GDP at current prices

In response to this, the corporate sector has been developing multi

the best to the society leading to a phenomenal growth of services sector. This fact holds truth 

in Indian context also, where GDP of 
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: Performance in Services Growth of Top 12 Countries 

Share of Services 

(% of GDP) 

2009 

Services Growth 

Rate (%) 2009 

Estimated 

 (2000

Services 

76.5 -3.1 

71.0 -5.6 

39.1 9.4 

66.6 -1.4 

71.1 -1.1 

70.5 -3.3 

66.6 -2.0 

57.3 2.6 

63.6 -1.0 

65.5 -0.2 

52.0 

    55.2** 

6.8 

54.0 -5.1 

64.2 -1.6 

11 

Ranks are based on GDP at current prices ** In 2009-10 as per CSO, India. 
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with a growth rate of 8.6% gets a contribution of around 55.2% from a very dynamic and 

substantial services sector that had an expected growth rate of around 10% for the year 2010-

11 (Indian Economic Survey, 2010-11). While referring to Table1.1, India with a services 

sector share of 52% in national GDP in 2009 and 55.2% in 2009-10 has been compared with 

the other 11 countries, which have recorded the highest overall GDP. The comparison clearly 

indicates that China’s share of services in its national GDP at 39.2 per cent has been lowest 

among all. However, in terms of services growth rate, China (CAGR: 10.5 per cent) followed 

by India (CAGR: 8.9 per cent) have emerged as the two fastest growing economies among the 

top 12 countries. Further, in the global crisis year of 2009, when most of the countries  have 

recorded negative growth in services, only China(9.4 per cent), India (6.8 per cent), and Brazil 

(2.6 per cent) registered positive growth. Further analyzing the services sector, it has been 

seen that telecommunication, as a service, has emerged as the sunrise sector in almost all the 

economies. It is so because globally, the focus is shifting towards the telecom sector, 

especially in recent years, due to the enormous growth of Information Technology and its 

significant impact on the rest of the economy. 

 

1.2    TELECOMMUNICATION SERVICES: IMPORTANCE AND 

   EVOLUTION 

Telecommunication refers to the transmission of information, over significant distances, for 

the purpose of communication. In earlier times, telecommunication involved the use of visual 

signals, such as beacons, smoke, semaphore telegraphs, signal flags, and optical heliographs, 

or audio messages via coded drumbeats, lung-blown horns, or sent by loud whistles. In the 

modern age of electricity and electronics, telecommunication now also includes the use of 

electrical devices such as telegraphs, telephones, and teletypes, the use of radio and 
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microwave communications, as well as fiber optics and their associated electronics, plus the 

use of the orbiting satellites and the internet. 

Due to such a wide spectrum of mediums being used for telecommunications globally, the 

industry has been estimated to be about US$4 trillion sector in 2010. It is one of the major 

employment providers in the world, with nearly 1 million employees in the United States of 

America alone (Plunkett, 2010). Besides being the major employment provider, the cellular 

industry has impacted the economies at both structural as well as economic level so much so 

that it has emerged as the complex new industry with advanced technologies, organizational 

and human capabilities to deliver the services to final user on the one hand and on the other 

with large multiplier effects in terms of investments, income and employment. Even, it is to 

further mention that many aspects of production and distribution systems have changed since 

the advent of mobiles contributing towards the enhanced productivity. It has shrunk 

boundaries of the world. Moreover, roaming the world with an access to information and 

communication has been possible due to mobile telephony, developments in its technology 

and the global standards. Various agencies have estimated the global wireless subscriber base 

in 2010 to be around 5.3 billion users (The World Fact Book, 2011). Without such 

developments, globalization as a phenomenon would not have taken place as fast as it has 

over the recent years.  

From this, it can be inferred that the mobile communication has been a key factor for 

economic growth and social change. Hence, it can be said that in the present scenario where 

every economy depends heavily upon communication technologies and the internet based 

industries, telecommunication has emerged as one of the important services. A similar trend 

has been observed in Indian services sector, where telecommunication services have recorded 

a phenomenal growth, which is evident from the fact that the Indian telecom sector has grown 
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contributor to this growth as the number of wireless connections rose from 3.57 million in 

March 2001 to 729.58 million by the end of November 2010. Further, t

FDI inflows of around

accounted for 8% of total inflows during the same period (Indian Economic Survey

As far as, the emergence of mobile telephony as a service is concerned, t

wireless and cellular communication started in 

began. The first service named Mobile Telephone Service (MTS) was launched by AT&T in 

America on 17
th

 June, 1946. The next four decades saw a rather sluggish growth and 

development in mobile telephony primarily due t

cautiousness of businesses and most importantly the government regulations. 

many innovations took place and by early 90’s

technology became easily 

a spectacular growth in global telecom industry that was 

While referring to the wireless revolution, cellular telephony has been 

contributors in the growth of such services.

partition of a geographic area into small “cells”. Each cell is covered by a

site where antennas, radio transmitters and receivers 

in the mobile network. They

(mobile terminals), within its area. The set of cells forms the radio access network, and the 

radio frequencies are used 

exchanged between a mobile terminal and regular phone networks, or the internet, are 
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