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INTROUCTION 

KEY WORS:  MNC, developing economies, entry mode, institutions, telecom market 
 
ABRIVIATIONS 
 ARPU- average revenue per user                    KSF- Key Success Factors                

 MNC- Multinational Corporation                  GPRS -General Packet Radio Service 

 EU- European Union                                      PTA- Pakistan telecommunication authority 

WTO- World Trade Organization                  PTCL- Pakistan Telecom Company limited 

PTA- Pakistan telecommunication authority    

WLL- wireless local loop                                    CDMA- Code Division Multiple Access 

LL- local loop                                                      ISP- internet service providers 

FDI- foreign direct investment                        GDP- gross domestic product 

LDI- long distance international                      3G- 3rd generation mobile communications 

GSM- global system for mobile communication   VOIP- voice over internet protocol 

 

1.1    BACKGROUND 

The motive behind writing this report is to unfold the strategies and findings, a MNC can exploit 

to initially enter and later on establishing itself on targeted telecommunication sector of 

Pakistan.  In this era of hyper competition, national and multinational organizations continue to 

face challenges to succeed in a globally integrated world. In doing so these organizations 

uncover more challenging dimensions of their business models, which are necessary in order to 

stay competitive in developing economies like Pakistan. 

If we study the contemporary investment and strategic management, it is quite obvious that over 

past few decades developing economies are the most favorable destinations for MNCs to invest 

and establish operations as compared to saturated developed economies. But entering and 

competing in these developing economies like Pakistan is not a smooth sailing, it posses great 

threats along with the opportunities of abnormal profits. 

First steps towards entering these mass developing economies is to analyze the state of economy 

of targeted country (Pakistan). The analysis includes telecom market analysis and its two major 
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components customers and competitors. And this analysis is based on microeconomic, meso-

economic and macroeconomic scenario. Microeconomic variables include the current situation 

within telecommunication sector. Where as meso and macro levels demonstrate the current 

situation in telecommunication sector, economic, political, and social and business environment 

of the host country. Among the prominent features of developing economies (Pakistan) are 

complex and very turbulent, instable and unreliable political and economic environment 

accompanied by poor legal system and totally different cultural taboos and norms. Despite all 

these passive variables, there are still lots of opportunities for MNCs in these markets because 

of size of these untapped markets and relaxations given by the governments of these developing 

economies to foreign investors. Furthermore, exploring into emerging economies can provide 

MNCs with access to a fast-growing population that is potentially the most exciting growth 

opportunity of the future (Hart and Christensen, 2002). But the important and crucial question is 

“when” and “how” to enter these markets and after successfully entering tailor making the 

strategies in order to compete and gain competitive advantage.  This also addresses the main 

research problem of my report.    

 

1.2   RESEARCH PROBLEM 

Keeping in view the above mentioned description for a MNC in order to enter a developing 

economy, we can chalk out our main research problem 

       

 

 

To facilitate the answer of my fundamental research question, I had constituted three sub 

problems. Answers of these sub-problems will help to knit together the entire research finding 

sequence of the report. These questions include: 

� 1. What are the most prominent theoretical frameworks describing strategies and 

theories on entry mode in developing economies? 

� 2. How competitive is telecom market in terms of industry, customers and competitors? 

� 3. How MNC can establish operations in target market (telecom) in Pakistan? 

 

1.3    OBJECTIVES 

How a multinational company operating in the telecom industry can successfully 

enter and establish in Pakistani telecom sector? 
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The main objective behind writing this thesis report is to discover the appropriate entry modes 

strategies for an MNC to successfully enter and establish operations in targeted 

telecommunication sector of Pakistan.  To achieve this objective I will analyze the external 

micro- economic (sector specific) and macro-economic (legal, social, economic) environment of 

targeted country with the help of institutional framework accompanied by resource based view 

of the firm. 

Moving further, the next phase in answering our research questions will be to perform market 

analysis in the form of product (telecom) industry analysis and business environment for 

telecom. The process of analysis will be further prolonged with identifying and analyzing the 

main players of product market- customers, competitors. Finally, my aim will be to purpose a 

entry mode strategies for an MNC to enter and operate successfully in Pakistan. 

 

1.4   DEMARCATIONS OF THE STUDY 

Taking into consideration the limited time and resources, the boundaries of the research scope 

are narrowed to Investigation, into Pakistan’s internal and external environment for doing 

business. My particular focus will be on segments of Pakistani economy relating to 

telecommunication sector. (Institutional set up) and focusing on customers and competitors as 

major actors on the product market. And finally appropriate theoretical framework for market 

entry approach. 

 

1.5     OUTLINE OF THESIS 

Chapter 1 --� this chapter cover the introduction portion of the thesis report. 

Chapter 2--�   this chapter cover the literature review and theories discussed in it. 

Chapter 3-�  this chapter cover the empirical study portion and customer, Competitor`s     

                         empirical analysis. 

Chapter 4--� this chapter cover the recommendations based on theoretical and empirical 

                      conclusions.              

                                      

                                                          LITRATURE REVIEW  

Developing countries are different form developed or under-developed countries. Therefore  
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Development studies suggest additional tools, theories and strategies to cater this phenomenon.   

 In this chapter I present the theoretical concepts of my study. The described theories 

institutional and resource based are aim at structuring the most appropriate ground for analyzing 

the target market sector and developing key success factors before entering a new developing 

country market. I begin with institutional theory as the general framework for analyzing the 

external environment in targeted country (Pakistan) and sector (telecom). Then we proceed 

further with detailed theoretical frameworks for analyzing the major selected players in the 

telecom sector (customers and competitors). In ending half, two types of entry modes are 

presented as alternative ways for entering new markets. 

 

2.1 Problems of strategy research in emerging economies 

There are several specific problems in strategy research in emerging economies making it harder 

than in developed market-based countries. These include: 

� Lack of reliable and authentic data sources (commonly secondary data sources). 

� Lack of trust towards academic research and unwillingness to respond to commonly 

used data collection techniques. (questionnaires, interviews, telephonic surveys) 

�  Weakness of market-based economy (political, economic and social instability). 

 

2.2 Concept Definitions 

Emerging Economy 

There is not yet any established definition of “emerging economy” or “emerging market”. 

Nevertheless, there are three aspects of a country's economy that often underlie various 

definitions (Arnold and Quelch, 1998). First the absolute level of economic development, 

usually indicated by the average GDP per capita. Second is the relative pace of economic 

development, usually indicated by the GDP growth rate. Third is the system of market 

governance and, in particular, the extent and stability of a free-market system. 

The major difference between emerging or transitional economies and developed economies is 

the institutional framework in these countries. (Pang and Heath 1996) categorize three distinct 

characteristics of emerging economies formal institutional factors: 

� Lack of legal framework to protect property. 

� Lack of political stability and certainty. 
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�  Underdeveloped sectors of markets .i.e. labor, financial, business etc. 

Multinational Corporation 

Multinational Corporation (MNC) is a corporation or enterprise that manages production or 

delivers services in more than one country. Multinational corporations can have a powerful 

influence in domestic markets as well as the global economy. In today`s dynamic world MNCs 

are playing very important role in global competitive environment. 

2.3 INSTITUTIONAL THEORY  

Since the focus of my investigation concentrates on developing economy” Pakistan”, I have 

chosen to build my theoretical framework around literature that examines the institutional 

environment and international marketing within developing markets. 

The Institutional theory relies on institutions and their effects on environment and organizations 

surrounding them”. According to (North 1990) institutions are “the rules of the game in a 

society”, or more formally “the humanly devised constrains that shape human interaction”. 

(Scott 1995) defines institutions as “cognitive, normative and regulative structures and activities 

that provide stability and meanings to social behavior”. (Davis and North 1971) define 

“institutional framework” as “the set of fundamental political, social and legal ground rules that 

establishes the basis for production, exchange and distribution. Furthermore the role of 

institutions is to reduce information and transaction costs and establish a structure that facilitates 

interactions (Hoskisson et al 2000). 

These institutions emphasize on the influences of the systems surrounding organizations that 

shape social and organizational behavior (scott, 1995). Examination of these institutional forces 

has both economic orientation (clague 1997, coase 1998, and north 1990) which focuses on 

efficiency (north 1990, Williamson 1985) and sociological orientation which focuses on 

legitimacy (dimagio & powell 1983, scott 1985). Institutions also facilitate strategy, facilitating 

corporations to react to and play a more active role in institutional environment if they have an 

adaptive ability that allow them to move beyond institutional constraints (oliver 1991). Modern 

insights into institutional framework focus on the interaction of institutions and corporations 

resulting from market imperfections (haris, hunter & Lewis 1995). According to institutional 
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theory, Firms operate within a social framework of norms, values, and assumptions that 

constitutes appropriate economic behavior.  

According to (Peng, 2002) partial captives of social convention, individuals and organizations 

are assumed to be approval seeking, susceptible to social influence, and relatively intractable 

creatures of habit and tradition. Institutional frameworks signal which choices are acceptable to 

firms and thus help reduce uncertainty. Furthermore, (Peng 2002) argues that because of the 

strength of the market based institutional framework in developed economies, the concept is not 

given the appropriate importance in developed countries.(Hoskisson et al 2000) argue that 

institutional theory is best suited for describing market entry strategies in developing economies. 

.According to (Scott 1995) Institutional framework consists of both formal and informal 

constraints (North 1990). Formal constraints include political rules, juridical decisions, and 

economic constraints. Informal constraints include socially sanctioned norms of behavior which 

are embedded in culture and ideology. 

(North 1990) suggests that when formal constraints fail, informal constraints will come into play 

to reduce uncertainty and provide stability to organizations. This is an important point regarding 

emerging economies where formal institutions are usually weak. 

The effects of institutional constraints on strategy are studied by (Peng 1997), (Palmer, Jennings 

and Zhou 1993) and (Meyer and Nguyen 2005). Meyer and Nguyen argue that “the institutional 

perspective may not be a theory in itself, that would explain corporate strategies” but provides 

explanations to various questions of strategic management. However, it does provide crucial 

explanations for why transaction costs arise (Meyer, 2001), why resources are developed in a 

certain way (Peng, 2001, 2003), why there are differences in entrepreneurial strategies (Tan and 

Peng, 2002), what are diversification strategies in emerging economies (Khanna and Palepu, 

2000; Khanna and Rivkin, 2001) and how organizations evolve (Lewin et al., 1998; Rodrigues 

and Child, 2003). Furthermore (Peng 2002) develops an: 

“ institution-based view of business strategy”  which “ emphasizes dynamic relationship 

between institutions, organizations and considers strategic choices as an outcome of such 

relationship” (peng 2002). 

These strategic choices consist of both formal (legal, political, business) and informal (norms, 

behaviuors, attitude) constraints described in institutional framework. Strategic choices are not 

only driven by industry conditions (I/O theory of strategy) and firm’s resources, capabilities 
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(Resource-based view) but these also reflect the formal and informal constraints of the 

institutional framework. (peng 2002) 

 
                                                          Dynamic                                                  
                                                        Interaction 
                                            
 
        Formal &                                                                                                                                                          
 Informal constraints 
                                                                                                               Industry conditions 
                                                                                                                & firm base variables 
                                                                                                                                            
     
 
 

                                Source: Peng, M.W. (2000). Business strategies in Transition Economies: p. 45 
 
 

According to (Oliver1997) Economic choices are constrained not only by the technological, 

informational, and income limits that neoclassical models emphasize but by socially constructed 

limits that are distinctly human in origin, like norms, habits, and customs. The institutional view 

suggests that the motives of human behavior extend beyond economic optimization to social 

justification and social obligation (Zukin and DiMaggio, 1990). 

Moving one step ahead in exploring institutional framework, (Oliver 1997) argued that firms 

can shape the development of institutions rather than being only passively affected by them and 

even firms can create a competitive advantage of this skill. In organizational theory one 

argumentation is that, all the claimed institutional effects are only due to cultural differences. 

Thus, it is important to test the relationship of institutions and national cultures (Peng 2002). 

This can be learned by MNCs through institutional transitions. 

Institutions do not remain stagnant and isolated they goes though a process of steady and 

continuous development over a period of time. This is particularly true in developing economies 

where, due to internal and external environmental instabilities institutions change rapidly. Thus, 

institutional transitions are an important area in developing economies strategy research. 

Institutional transitions are defined as fundamental and comprehensive changes introduced to 

the formal and informal rules of the game that affect organizations as player (Peng, 2003).  

Organizations 

 

     Institutions 

Strategic choices 
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On the other hand, According to (Oliver 1992), large-scale, discontinuous institutional 

transitions can be termed deinstitutionalization, which means interruptions and discontinuity in 

working of an institutionalized organization. According to (Oliver 1992) Market-oriented 

institutional transitions vary in the extent to which they are incremental or discontinuous. In 

particular, periods of incremental changes tend to be disrupted by more discontinuous 

transformations.  

Normally the pace of demolishing old institution is not same as new ones to replace them. That 

leads to a systematic, periodic development and evolution which is full of uncertainties. here  

Specifically, "informal constraints rise to play a larger role in regulating economic exchanges in 

developing countries, and have considerable influence over both the behavior of individual 

managers and their firms, as well as the generation of new formal constraints"(Peng & Heath, 

1996). 

The role of institutions is to reduce uncertainty by establishing a structure to human interaction 

(north 1997). Furthermore, during institutional transitions, considerable changes and increase in 

costs are bound to happen, as new institutions emerge to replace old ones (Oliver, 1992). One of 

the unique challenges of deinstitutionalization is that existing organizational routines may 

become outdated and become obsolete {Greenwood & Hinings, 1996), as some emerging 

economies become more competitive. And networks and connections, previously thought to be 

compulsory for business success, no longer seem as important as before (Child & Tse, 2001; 

Guthrie, 1998; Johnson, McMillan, & Woodruff, 2000; Peng & Luo, 2000). 

 The concept of institutional transitions gave rise to two different strategies, (Peng, 2000; 

Powell, 1996). The first one may be considered as: 

 network-based strategy, emphasizing intangible assets embodied in managers' interpersonal 

ties and firms' inter-organizational relationships with various players (Powell, 1990). The 

second one may be regarded as: 

market-based strategy, concentrating on competitive resources and capabilities emphasized in 

traditional strategy research (e.g., quality, financing, human and marketing), which are 

independent of the firm's networks, relationships, and connections (Barney, 1991). In the 

context of developing economies, different authors have debated over which is the more 

appropriate strategy during institutional transitions. And (Peng 2003) presents a model to how 

companies’ strategic choices between network-based and market-based vary during institutional 
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transitions. Multinational corporations must decide on whether to adapt to local conditions by 

playing the networking game or to maintain their familiar state of operations by leveraging their 

global competitive resources (Boisot & Child, 1999). 

During the first phase of the transition when the formal institutional forces are very weak 

particularly in developing economies, most of the MNCs choose alliance or joint venture as an 

entry mode and rely on network-based strategy. These joint ventures also develop over time 

from "first generation" joint ventures into "second-generation" wholly owned subsidiaries 

(Peng, 2000) and many new entries through acquisitions (Meyer & Estrin, 2001). 

 In the second phase of the transition, when formal institutions are becoming stronger, most 

MNCs choose the market-based strategy and wholly owned subsidiaries and mergers/ 

acquisitions as entry mode.  

According to (Peng, 2003). Strategic choices change over time as some new, formal, market 

supporting institutions result in stronger pressures for firms to engage in market competition. In 

other words, these institutions, designed to support increasingly complex impersonal exchange, 

lead to decreasing marginal returns to the previous network- based strategy, compelling many 

firms to convert to a new market-centered strategy. (Juha Paananen 2007) 

Whether an MNC wants to enter a developing country depends on re-adjustment of its 

competitive position and forecasted strategy in accordance with market potential of targeted 

county. In order to achieve this thorough knowledge of local institutional structure and macro-

environmental variables of targeted country is required.  

 Institutional strength is also an important aspect to look at especially when taking into 

consideration the country's ability to use internal and external resources. The evaluation of 

domestic institutions provides valuable insights into the absorption capacity of the MNC. 

(Cohen and Levinthal 1990) first coined the term “absorption capacity� to describe the ability of 

a firm to recognize the value of new, external information, assimilate it, and apply it to 

commercial ends. In order to successfully adapt to the changing external environment, an 

organization has to constantly learn and as (Timlon 2005, p41) states “coping with change is a 

core issue of organizational learning�. Furthermore, (Van den Bosch, Volberda, & de Boer 

1999) and (Cohen and Levinthal`s 1990) argued that firms facing stable or turbulent 

environments tend to organize themselves differently and emphasize different ways of 

combining knowledge. And (Zahra and George 2000) make the similar point when they argue 
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that effective internal knowledge sharing and integration is the critical part of absorptive 

capacity. According to (Grant 2005) vital operational strategy is concerned with matching a 

firm’s resources and capabilities to the opportunities that arise in the external environment.  

 (Oliver 1997) further makes distinctions between institutional and resource based theory in 

terms of motivation and strategic choices: “institutional theory assumes that individuals are 

motivated to comply with external social pressures whereas the resource-based view assumes 

that individuals are motivated to optimize available economic choices” and in “institutional 

theory, firms make normatively rational choices that are shaped by the social context of the 

firm, whereas the resource-based view suggests that firms make economically rational choices 

that are shaped by the economic context of the firm”. 

According to (Oliver 1997) The basic premise of institutional theory is that firm`s tendencies 

toward conformity with predominant norms, traditions, and social influences in their internal 

and external environments lead to homogeneity among firms in their structures, activities and 

strategies, and that successful firms are those that gain support and legitimacy by conforming to 

social pressures. In contrast, the basic argument of the resource-based view is that rare, 

specialized, inimitable resources and resource market imperfections cause firm heterogeneity, 

and that successful firms are those that acquire and maintain valuable resources for sustainable 

competitive advantage (Oliver, 1997).    

              

                                 
 
               
 
                                         
                                   Formal constraint                informal constraints 
 
                                             Business/ economic                      norms 
                                                                    Political                                      behavior 
                                                                    Legal                                           attitude  

 
                                                                                       Social embededness 

 
                                                      Institutional transition  

                                   (Source: peng 2003) 

 
 

Institutional perspective 
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2.4 RESOURCE BASED VIEW 

In order to facilitate the institutional theory the resource based view has been used which is 

balancing instrument for institutional framework, its covers the weaknesses of institutional view 

as a complete and comprehensive theoretical concept. 

According to the theory, firms that control valuable, scarce, non-substitutable and inimitable 

resources can gain persistent competitive advantage (Barney and Arikan, 2001). The mix of 

these mentioned resources gives each organization its unique status and character that lead to a 

significant performance (Rugmann & Verbeke 2002) and later that leads to competitive 

advantage and core competencies. (Hamel, Gary, C.K. parahalad 1990). 

This view of strategy has a much defined role in strategic management that places it well ahead 

of other theories and models of strategic decision making. Traditional strategy models such as 

“porter`s five forces model” focuses on the company's external competitive environment. In 

contrast, the resource-based view emphasizes on relationship between the external market 

environment in which a company operates and its internal resources and capabilities, that lead a 

company ultimately to a competitive position in a very competitive developing economies. 

Moving on to resources and strategic advantage concepts in RBV we can say, In today’s 

dynamic & tightly knitted world, each organization has a collection of unique resources and 

capabilities that provides the basis for its strategy and the primary source of its returns. ( Barney 

1991, p101) referring to Daft (1983) says: "firm resources include all assets, capabilities, 

organizational processes, firm attributes, knowledge and skills of individual employees etc, 

controlled by  firm that enable the firm to conceive and implement strategies that  improves its 

efficiency and effectiveness (Daft,1983)." 

According to RBV perspective, sustainable competitive advantage can be achieved by 

continuously developing existing and creating new resources and capabilities in response to 

rapidly changing market conditions. But important thing is that, Individual resources may not 

yield to a competitive advantage. It is through the synergistic combination and integration of 

sets of resources to formulate competitive advantage 

According to (Barney 1991, p105-106) sustainable competitive advantage requires four key 

organization specific variables (lack of substitutes, rarity, value, imperfect imitability). Value 

and rarity means resources must be able of making organization different from others. ( human, 
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technical and marketing sources) . Imperfect immitigability refers to very difficult if not 

impossible duplication of above mentioned statement. Finally these resources must not be easily 

substituted by competitors. 

(Hoskisson et al 2000) argue that some resources and capabilities are the same for all economies 

(e.g. first-mover advantage) but others are especially important in the context of emerging 

economies. (London and Hart 2004) suggest that one such global capability for MNCs’ is 

‘social embeddedness’ or the ability to create competitive advantage based on a deep 

understanding of and integration with the local environment. Furthermore resources for 

competitive advantage in emerging economies are mostly intangible resources. 

Many competitive advantages in emerging economies are based on network relationships, 

alliances, close business-government ties and more importantly co-opetition, where firms 

become effective oligopolistic in domestic markets. And as the institutional context changes, the 

necessary changes in company`s asset, structures and orientations are immediately required. 

Therefore Opportunities as well as challenges created by this change in institutional context 

must be met with modified and new capabilities and resources. For instance, organizations in 

the past have had advantages based on exemptions given to foreign direct investments by local 

governments. Now they must change and evolve towards a business model that does not rely 

only on government lobbying or generic financial investments 

Resource based can be complimented by relatively new concept in strategic management 

knowledge based view. As many types of knowledge are scare, some knowledge forms are very 

difficult to transfer from person to person and organizations to organizations, some technical 

and complex forms of knowledge are also some time difficult to replicate (Robert,M,Grant 

2007). Further more knowledge management is very helping instrument in creating, developing, 

sustaining and delivering organizational capabilities.   

Finally we can say that emphasis on external resources and environment by institutional theory 

coupled with resource based view`s emphasis on excellence in internal resources leveraged by 

knowledge management can give an MNC a unique competitive position to enter and compete 

in a foreign market. 
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         A frame work for analyzing resources and capabilities based on resource based view 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

                                                  Knowledge based view of firm  

Source :( Robert, M, Grant 2007) 

 

2.5     MARKET ANALYSIS 

My market analysis will revolve around analysis of targeted market (telecom) and its two major 

forces of the targeted market (telecom). These two players can shape the environment of any 

market. Driving forces for both consumers and competitors differ form developed countries to 

developing markets. Firstly I will analyze the consumers on grounds like what motivates them, 

which things they keep in mind while making purchases, and what product features compel 

them to buy product in future. 

Competitors will be studied for their financial and product related strategies with help of grant` 

model and resourced based swot analysis for each competitor in a given product market. These 

are inevitable prerequisites for pinpointing the key success factors (KSF) for the given market 

(telecom). The KSF are the factors within telecom market which determine MNC`s ability to 

enter, establish, prosper and survive in telecom market.  

 

Develop implementable strategy: 

 (a) in relation to strengths----� how can these be 

exploited more effectively and fully? 

(b) in relation to weaknesses--� how can weaknesses be 

corrected through acquiring and developing resources and 

capabilities ? 

Appraise the firm`s resources and capabilities i terms of: 

(a) Strategic importance 

(b) Relative strengths 

Determine the link between resources and capabilities 

 Identify firm`s resources and capabilities 

strategy 

Potential for sustainable 

competitive advantage 

capabilities 

resources 
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2.5.1   CONSUMER ANALYSIS 

my consumer analysis is based on (peter, Olson and grunert 1999) five step model in association 

with (kotler`s 2009) relationship marketing concept. 

Starting with, Relationship between consumer behavior and strategy is very important element 

in marketing research process. To understand and analyze consumers we can divide them into 

two fundamental categories namely: household consumers, organizational consumers. 

Household/personal consumer is one who purchases goods and services for his own personal 

consumption or use. Organizational consumers are government agencies, business organization, 

non governmental organization (NGO), firms and different types of manufacturing companies 

who purchases the goods and services. Understanding needs and demands of these above 

mentioned  consumers is a critical aspect of strategy formulation, as this factor can easily effect 

company`s future profitability and share of market. Loosing customer is very easy as compared 

to retaining them. Strategic analysis of consumers depends on following integral elements which 

should be co-ordinate in aorganized manner for optimal result: 

Starting with, market segmentation which divides a particular sector (telecom) into segments of 

potential consumers to cater. This market or sector segmentation can be made keeping in view 

the following two factors namely: (peter, Olson and grunert 1999) 

� Demographic and geographic criteria, Geographic criteria includes: region, city, 

density, and climate. Demographic includes: age, life styles, gender, income, occupation, 

social classes, education and religion. 

� psychographic criteria, that includes attitudes, norms, involvement, benefits seeking 

attitude. 

Moving further how consumer perceived the particular product is the most crucial part of 

strategy making while analyzing consumers. The essential goal for any product is to understand 

the needs and demands of a particular customer. 

Consumers should be satisfied while consuming a particular product other wise they will switch 

to another product with similar features, satisfying the consumer is an essential element in 

competitive economies. This consumer satisfaction refers to the brand loyalty (Dick, Alan S. 

and kunal basu 1994), which is key tool in attracting the new customers in a particular market. 

Since we are assuming that our MNC is not present in targeted market so brand awareness is 
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more important on initial transition phase then comes brand loyalty at later phase of transition 

when MNC has established itself onto a targeted sector. 

Moving further in my consumer analysis, while entering a new  market pre and post planned 

analysis of promotional strategies for potential consumer is a essential ingredient to gain a 

healthy position in that market. These strategies should be aim to create brand loyalty and brand 

awareness as described above. Relevant and effective communication strategy is of utmost 

importance for an MNC to be successful in a new market. 

Coming to price factor, which can be a focal point of consumer analysis in developing, low 

income and price conscious economies. Consumers can be easily gain and lost on price factor in 

developing markets. Price factor also has major effect on competitors, as competitors strategies 

are immediately re-directed with change in organization`s own price strategy. In developing 

markets during buying decision making consumers basically compare two things, how much 

money they are paying and what benefits they are getting out of the price paid. Visible increase 

or decrease can easily stimulates a switching product or supplier behavior in consumers. 

Furthermore, timely, rightly and easy availability of offered product is also crucial thing.  

Availabilities refer to different terminologies namely form utility, time utility, place utility and 

possession utility. (Peter, Olson and grunert 1999). Time and place utility are of relevant 

importance for our consumer analysis. Time utility refers to availability of product when 

consumers want it, Ease to product reach leads consumer in a comfortable position. It will 

increase the re-purchase of the particular product in future. Place utility refers to easy access to 

product, Means of reaching out to products are not so developed in developing markets and 

market share can be easily lost if consumer has to struggle to find the place to buy the particular 

product. 

Finally I will link my consumer analysis with concept of relationship marketing. Relationship 

marketing is a prominent approach when an organization is entering and establishing itself in a 

new market and its aim is to attract, develop and retain consumers. “Relationship Marketing can 

be defined as; systematic approach to establish, develop and retain  relations with customers and 

other interested parties, in a way which creates mutual value and competitiveness” (Blomqvist 

et al, 2000, page 23). 
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The ultimate goal of this approach is to achieve competitive advantage by establishing long 

term, mutually beneficial relationship with potential and satisfied customers. That will result 

into more sales, more growth and more customer loyalty for organization.  

Effective relationship management requires re-structuring of organization`s relation with its 

surrounding environment (competitors, government, societal institutions), to be able to serve 

consumer`s needs and wants in a better way. The purpose of relationship marketing is to achieve 

a continuing profitability by adding a higher value in the relation to customer (Blomqvist et al, 

2000). 

Consumer analysis with relationship marketing 
 
 
                                                               
                                                              Which customer lies in product category? 
                                                             What customer traits are required for segmentation?  
 
 
                                                             What are customer’s current product preferences? 
                                                              What benefits customers want from product? 
 
 
      
                                                               What promotional strategies would appeal customers 
                                                                In a new market To buy product? 
 
 
 
                                                                             How important is price factor for customers? 
                                                               What effect price makes on customer buying behavior? 
 
 
                                                               How and where customer buys product? 
 
                                                                               
 
 Relationship marketing  
 

Source: (peter, Olson and grunert 1999) 

 

2.5.2   COMPETITOR´S ANALYSIS 

My competitors analysis is based on grant`s model for analyzing competitors, that will be 

further elaborated with kotler`s strength & weaknesses of competitors, assisted by resourced 

swot analysis for individual competitor in a given market. 
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Competitors are one of the main players in our market analysis for targeted sector (telecom).  As 

being a new entrant in targeted sector, the shape of MNC´s external environment is affected and 

influenced a great deal by surrounding competitors. With the help of competitor’s analysis we 

can asses how a competitor is likely to react to company`s strategies. 

According to grant (2005) an important phase in competitor`s analysis is competitor 

intelligence, that assists a great deal in understanding competitors regarding their strategic 

moves and reactions to change in external environment in targeted sector (telecom).  Therefore, 

a crucial aspect of a targeted sector (telecom) analysis is the competitor analysis conducted for 

every competitor separately. The model for analyzing competitors introduced by Grant (2005) 

consists of four steps and leads to the important moves a firm can make for understanding the 

competitor behavior in the industry. These four steps are namely:                                                                             

 competitor`s current strategies 

A group following the same strategy in a given targeted market is called strategic group (kotler 

2000), this strategic group can be defined as competitors in a given market. the success of any 

business operation depends on keeping a close eye on competitor`s activities, and far more 

important is understanding their current moves and strategies, As this assist company to 

determine its own strategic position. the best strategy for an organization to gather knowledge 

about its competitor`s moves is to communication with its surrounding environment (investors, 

media, annual reports, shareholders, company`s website).    

 Competitor´s objectives  

When a organization knows its competitors and their strategic stance, then its time to discover 

the fact what they are looking for in a given market. There are lot of factors which shape 

competitor`s objectives namely: expansion plans, size, history, current management and 

financial position (kotler 1999). A company can strengthen its competitive stance and gain 

sustainable competitive advantage by having comprehensive knowledge of competitor’s goals 

and objectives. Strategic analysis of competitor`s, leverages the company`s ability to predict the 

future moves of competitors and industry trends. This objective analysis can be conducted from 

product, financial and technological point of view. 

Competitor´s assumptions 

The most common assumptions a competitor assume are efficiency and effectiveness of its 

business operations and industry within which they operate. These assumptions lead to key 
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success factors for a competitor. These assumptions or believes, which are perceived as 

determinants for success in a particular industry are termed as “industry recipes” by (J.C. 

Spender 1989).  

 Competitor´s resources and capabilities  

the most crucial and important phase in competitor`s analysis is assessing competitor`s 

resources and capabilities. Analytical knowledge about these resources and capabilities will lead 

a company to gain a competitive advantage in a competitive market. Resources include 

technological, human, financial and strategic resources. Effective utilization of these resources 

and abundant availability will lead a company to be in a dominant position in a given market. A 

Comprehensive swot analysis will be conducted for each competitor operating in Pakistani 

telecom sector in the later part of report to determine their strengths and weaknesses in terms of 

resources, capabilities and strategies. 

Taking into consideration the fact that we are assuming that our MNC is not present in the 

sector (telecom) covered by this study. and has no knowledge about potential customers and 

competitors, we will follow this model in details for target sector (telecom) in order to better 

formulate character of the local competition. This will further continue by market analysis of 

telecom sector in empirical findings chapter of the report. 

 

2.6    Competitor`s strength & weaknesses analysis 

Finally, the ability of competitors to implement their strategies and achieve their goals largely 

depends upon their resources and capabilities. an organization must have comprehensive 

knowledge about the strength and weakness of its competitor’s resources and capabilities. The 

best way of assessing these strengths and weaknesses is by understanding competitor`s 

competitive position in the targeted market. An organization will have to keep in mind three 

factors when analyzing these competitor`s abilities (kotler 1999): 

� Market share: how large or small is the competitor` share in a targeted market. Or how 

influential a competitor`s is in terms of its market share in a targeted market. 

� Share of mind: how familiar a competitor is in consumer`s mind. And how much space 

it occupies in consumer`s mind set. This factor is also concerned with the issue that how 

often or quickly competitor`s name comes into consumer`s mind while purchasing the 

particular product product. 
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� Share of heart: it is concerned with product awareness and product loyalty. 

According to ( kotler 2000)  organizations with high share of mind and heart, ultimately 

increase their profitability and market share in a targeted market. Another way of incensing 

market share in a targeted market is by benchmarking the market leader competitors. 

I will leverage my competitor`s analysis with relatively new concept in strategic management 

the resource-based swot analysis (E.K.Valentin 2001) of the individual competitor, as this 

concept correlated with my literature review portion as well. This dimension of swot analysis 

eliminates the shallowness of results form traditional strength, weakness, opportunity, threat 

analysis. 

This concept concentrates on systematic, relevant and casual factors that afford more 

perspective, reliable and workable insights. (E,k,valentine 2001).  Resource-based swot analysis 

mainly rely on resourced based view of the firm (warnerfelt 1984, Conner 1991: amit & 

shoemaker 1993: peteraf 1993, hunt 2000), but it is mainly conceived from two well known 

complimentary concepts of strategic management namely porter`s five forces (1979, 1980) and 

brandenburger & Nalebuff`s value net concept (1995, 1996). 

From resourced base perspective every firm consist of rare compilation of resources that 

determines which external environmental variables posses’ threats and which ones creates 

opportunities for the firm. Furthermore the advantages and disadvantages of these resources can 

be regarded as strength and weaknesses for the given firm. 

Traditionally, Firms are heterogeneous in nature and their resources and capabilities are not 

perfectly movable, so due to the effect of external environmental variables some opportunities 

created by these resources and capabilities for a firm might be threats for other firms operating 

in the same market, as firms differ in their abilities to shape surrounding environments in their 

favor (hamel & prahald 1993).  

Finally firms can exploit these resources and capabilities in their favor to create and capture 

value. The created value can be further enhanced by interdependency of the players (firm, 

competitors, customers,) to create a win- win situation, leveraged by concept of co-opetition 

(brandenburger & Nalebuff 1996) which means the success of one firm can be linked with the 

success of its competitors in a same product market. This practice can be seen in international 

strategic alliances which is my proposed entry mode for MNC in the targeted market.    
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                                                                                     Source: (Grant 2005,  kotler 2000 and e.k. valentine 2001) 

 

2.7    MARKET ENTRY STRATEGIES 

This section explores the options that a MNC has when deciding to enter a foreign market. The 

flow of this theoretical part starts by elaborating the major entry modes with their subdivisions, 

continues with a framework that comprises the main factors affecting the entry mode and how 

they influence the decision.  

The entry modes have to be examined from various dimensions like internal and external 

factors, desired mode characteristics, transaction specific factors (S. Hollensen, 1998). Host 

country`s institutions have a major effect on entry mode of MNCs. Cultural differences between 
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host country and MNC´s home country have also a significant effect on performance. The 

different market entry modes could be summarized in the following major groups:  

� Indirect Exporting – piggybacking, trading companies, export management companies, 

domestic purchasing. 

� Direct Exporting – distributors, agents, direct marketing, franchising, and management 

contracts.  

� Cooperation strategies – joint ventures, strategic alliances. 

�  Direct Investment – own subsidiary, acquisition, assembly. 

Based on this premise, we need to comprehend what are the variables that influence the entry-

mode choice: and what are the specific factors involved in the variables that can impact on the 

MNC´s mode of entry choice. 

Though there are numerous variables that can impact the MNC´s mode of entry choice, but I 

will only focus on the major ones, namely, “environmental variables” and “firm specific 

variables”. Moreover, though a number of factors in these variables can be applied to influence 

variables and consequently entry mode choice, I will discuss the most evident and relevant ones 

to work out my research problem. 

 

2.7.1   Firm-specific variables 

The firm’s objectives 

 The objective can be looked as strategic motivation and goals. If a firm has established clear 

objectives before any oversea venture, it will provide direction for the MNC´s effort in terms of 

assessing global opportunities and resource allocation requirement (own sales subsidiary, the 

choice of market entry-mode). 

Control 

Control in this context means the MNC´s authority over operational and strategic decision-

making. For instance, it enables the MNC to control the product quality and to adapt its products 

to meet local needs, etc. The higher the control a firm pursers, the more resources it should 

contribute. 

Resource requirements.  
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The MNC´s resource refers to the financial, physical and human resources that it commits to its 

overseas markets. And the resource requirements from the MNC’s perspective depend on the 

entry-mode it would like to choose. 

Risk 

MNC always perceive entering foreign markets as a riskier venture than the domestic market, 

and the degree of a risk a MNC will accept depends on a number of factors, such as its corporate 

strategy, level of oversea experience, micro & macro economic factors, social and political 

factors etc. Since there are many different types of risks involved in the global marketing 

expansion, so I will group them into four broad categories as identified by Ghoshal. 

Macro-environmental risks  

They are beyond the control of the MNC and arise from unstable economic or political 

conditions. More uncertainties of the microenvironment in the host market, fewer resources the 

MNC will commit into that market. 

Policy risks 

These arise from government decisions, such as the repatriation of profits and the imposition of 

tariffs, taxes, market specific regulations etc. 

Operational risks 

These arise from the MNC’s own strategic actions in international markets, for instance, a MNC 

maybe launch a new product to an untested market. More uncertainties involved in the 

operations, more risks the firm will perceive. 

Competitive risks 

These arise from the competitor´s actions in both the domestic and international markets. For 

example, a competitor may launch a new product or service. More competitive risks there exist, 

lower resource the MNC is likely to commit to the specific market. 

Flexibility  

This refers to the ability of a MNC to change its entry mode quickly and with minimal cost 

when market conditions change in targeted market or country. 

Familiarity with global markets 

This refers to the MNC’s managerial experience of international markets. Less experience a 

MNC has higher degree of risks it will perceive. On the other side, more experience a MNC 

owns, more resource it will commit to the international markets. 
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Organizational size 

Organizational size will influence a MNC’s objectives in international markets, as well as being 

a good implication of its ability to access resources. 

 

2.7.2    Environmental variables 

Economic environment 

Market growth 

One of the major considerations of MNC in choosing an entry mode is whether there is a 

demand for its products-services. Country size and market growth rate are fairly good indicators 

of demand conditions. 

Intensity of competition 

 Greater the intensity of competition in host markets, there are more chances of MNC to likely 

favor the entry mode that involve low resource commitment. 

Market infrastructure 

This major factor has an impact on the entry-mode choice. If a market has a poorly developed 

physical infrastructure, such as distribution facilities, water, gas, electricity, drainage system, 

roads, availability of technical and skill manpower, transportation systems and so on- this will 

ultimately increase a MNC’s cost of entry. 

Production location 

On one side, MNC will enjoy the benefits from many advantages of selling in overseas markets, 

such as lower expenses and immediate market feedback, etc. But on the other side, if a MNC 

perceives a great distance between the home and host markets in terms of culture and business 

practices, then it should be very care while selecting the entry modes like direct investments. 

Production and country risk 

A MNC will perceive higher risks and uncertainties, when if a market’s political and economic 

environment is volatile and unpredictable.. 

Government policies and regulations 

This factor has a major impact on the MNC mode-of-entry options. For example, if the host 

government prohibits 100 percent ownership or place limits on ownership of strategically 

important industrial sectors such as telecommunication, transportation, etc. then strategy 

formulation plays a very vital and crucial role in this factor.The MNC’s product will determine 
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the level of service support required. If product requires post-sales service, this will also affect 

the choice of entry-mode. In other words, higher the post-sales service, the more resources the 

firm will have to commit to the specific markets. 

 

                   
 
                              
 
                Export modes              intermediate modes              hierarchal modes 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2.8   Summary 

Building my theoretical framework on institutional theory in collaboration with resource based 

view will be followed up by competitors and consumers analysis. I will focus on following the 

systematic step model of Grant for analyzing competitors facilitated by resource-based swot 

analysis of individual competitor. Furthermore, analyzing strategies, objectives, assumptions, 

resources and capabilities of competitors to formulate key success factors and have a detailed 

view of the nature of competition on the target market sector (telecom) through telecom market 

analysis. On the basis of the external institutional environment for MNC, competitor and 

customer analysis and establishment of key success factors we can predict the most suitable 

form of entry mode for MNCs entering and establishing in Pakistani telecom market. 

 

                                          METHODOLOGY  

The previously described chapter highlights the theoretical framework necessary to answer our 

main and sub research problems. Methodology chapter reveals the appropriate tools and 
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methods to gather and analyze the data for my research and empirical findings, in conjunction 

with quality and ethics in marketing research process. This chapter will start with my research 

approach. 

3.1 RESEARCH APROACH 

The choice of research approach depends on the nature of research conducted by an individual. 

According to (aaker, kumar, and day 2000) the research approaches can be divided into three 

main categories namely: exploratory, descriptive and casual approach.  

Keeping in view the parameters of my main research problem I will emphasize on exploratory 

research method, as it helps to explain the overall nature of the research problem, possible 

decision alternatives and relevant micro and macro variables to include in research process 

(aaker, kumar, and day 200).  Other reasons for opting exploratory research method are, because 

of its flexibility, unstructured data collection approach and qualitative nature, which is most 

suitable for my literature review and data collection techniques, primarily primary and 

secondary data methods. This research approach also help researchers to prioritize their research 

questions like in case of this report my first priority is to describe relevant theoretical 

framework, market analysis elaborated with competitors and customers analysis and 

subsequently suggestions about market entry approach. Finally this research approach will 

facilitate us to draw out a conclusions based on empirical findings and data collected. 

3.2 RESEARCH STRATEGY 

Since we have formulated our fundamental research question and supporting sub-research 

questions and had chalked out a research purpose and approach, now it’s the right time to figure 

out my research strategy for the thesis report. Research strategy outlines the path for answering 

the research questions established by the researchers (saunders et al 2000). According to (yin 

1994) there are five different research strategies that can be used to facilitate the research 

process namely: experiments, surveys, archival analysis, histories and case studies.  And (yin 

1994) further describes the reasons for selecting the appropriate strategy among these strategies 

depends upon: 

� Nature of the research questions (exploratory, qualitative and unstructured in my report) 
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� Extent of control researcher has over actual behavioral events 

� Degree of focus on contemporary as compared to historical events. 

 
 Research Strategy 

form of research 
question 

Requires control over 
behavioral events 

Focus on 
contemporary events 

Experiments How, why Yes yes 

Surveys Who, what, where, 
how many, how much 

No Yes 

Archival analysis Who, what, where, 
how, how many, how 

much 

No Yes/no 

History How, why No No 

Case study How, why No yes 

                           Source:( yin, p7 1994) 

Considering my exploratory research approach and depending on my research questions which 

include notions like” how”, “what”  and “who” I will follow a literature search/ archival 

analysis strategy which is a integral part of exploratory research. Other reasons for choosing this 

strategy is due to my focus on contemporary event (entering new market) and future prediction 

of certain outcomes (recommending the appropriate entry mode based on theoretical and 

empirical outcomes). My concluding argumentation in favor of this strategy option is the notion 

of “how” which according to above mentioned table leaves the research strategy open. And my 

data collection also relies primarily on secondary data as major source of data which includes 

literature search and archival analysis. 

                                              “LITERATURE SEARCH” 

According to (Churchill, lacobucci 2005) literature search includes three categories namely:  
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� conceptual literature, 

�  trade literature  

� Published statistics. 

And how a researcher can use one of the above mentioned techniques depends upon the nature 

of research question. Moving ahead conceptual literature can be gathered from well established 

and renowned theories in strategic management and marketing research and also form good 

quality sociology, economic and business journals. Trade literature can be gathered from 

published secondary data on a particular industry (telecom), company`s websites, trade journals, 

industry related articles and keeping track record of competitors and customers. Finally, 

statistical data can be gathered through various governmental and non-governmental resources. 

3.3      DATA COLLECTION METHODS 

Data collection is a vital step for answering the research questions in a logical way. Data 

collection should be according to nature of research being carried out. During the process of 

data collection the best choice for researcher during collecting data is, data should have more 

strength and fewer weaknesses relative to alternatives (aaker, kumar, and day 200). And 

normally this can be achieved by combining both primary and secondary sources of data. 

In my study I will mainly rely on secondary sources of data because of the nature of my 

research questions and research approach adaptation.  I will also use one primary data source for 

my study as second data source. My selected qualitative and exploratory research approach will 

be leveraged with this type of data selection.  

Primary data is usually a data source that does not exit prior to a particular research and it is 

normally collected for a specific research question. Most commonly used techniques for 

collecting primary data are namely: communication technique (interviews), observation 

technique (recording facts/ behaviors). Each technique has its own strengths and weaknesses 

depending on several variables namely: versatility, business logistics, data quality (Churchill, 

iacobucci 2000). My primary data source is “interviews” based on unstructured-undisguised 
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technique; this will allow me to keep my questions unstructured and open ended when they are 

asked to respondents. And this approach will keep purpose of my study coherent. 

Secondary data sources are already available sources and they pre-exit before conducting a 

research or finding solution to a particular problem. According to (Churchill, iacobucci 2000). 

There are two secondary data sources namely: internal source (internal records, customer 

feedback, and customer database), external source include (published data sources, online data 

bases, census data).  In my study I will primarily rely on secondary data because of its following 

advantages: 

� Normally this data type is very helpful in providing pre-exiting information to provide 

help and solutions to in hand problems. 

� Secondary data helps to facilitate the primary data, during thesis report my interviews 

will be validated and verified by use of secondary data sources.(different competitor`s 

annual reports, government statistics, newspapers, journals on telecommunication, 

magazines on telecom). 

�  Secondary data provide assistance in evaluating market entry decisions; it helps to 

assess future trends and developments in targeted sector (telecom). 

� Secondary data is also very useful in analyzing market potential, risks and cost of doing 

business in a particular country (Pakistan). 

� I will use secondary data as a guideline to determine my empirical and theoretical 

conclusions, as pre-existed and established theories will help me to determine the 

appropriate market entry mode. 

A more thorough description of above mentioned facts will be presented in the empirical study 

chapter. My aim is to identify potential of telecommunication sector, customers, and uncover 

how competitors associate themselves within telecom sector. I have collected secondary data in 

conjunction with different types of documents such as annual reports of all major competitors in 

Pakistani telecom market (PTCL, mobilink, u-fone, telenor, warid, telecard and zong), company 

presentations, financial and business newspapers of Pakistan, articles in telecom magazines of 

Pakistan and in international magazines, books on strategy analysis, different online resources, 

strategy and telecom journals, telecommunication regulatory authority in Pakistan (PTA) and 

various governmental and non-governmental authorities in Pakistan. these sources were used to 

uncover current trends on the targeted market, market potential, market risk and to discover 
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various possibilities that influence market entry (i.e. market conditions, how to do business and 

investment climate).             

                                  

 

                                    Data collection techniques 
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                       Source: (Churchill, Iacobucci 2000)       
                                                        
 
3.4     DATA ANALYSIS 
Data analysis refers to relating data to described theories and models of the thesis report. It 

determines the nature of relationship between data, identifies exceptions and suggest courses of 

action (Churchill, iacobucci p27, 2000). According to (Yin 1994) “play with the data” until a 

fruitful meaning comes out of it. 

My data analysis revolves around the premises of secondary data; there are two prominent 

secondary data analysis methods (aaker, kumar, day p123, 2007):  

� The first method analyze a country on two grounds:  analysis of stability of political and 

legal system of targeted country (Pakistan), second ground is level of economic and 

demographic mobility. 

� The second method analyzes a country on different macroeconomic variables. e.g.  

“Market growth, market intensity and market size” (business international publications 
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2008). The above mentioned methods will be covered by our market analysis of telecom 

market in empirical findings chapter. 

Next phase in data analysis is demand estimation of products (telecom related) in targeted 

market (telecommunication) in targeted country (Pakistan). This estimate will assist an MNC in 

taking decision about entering Pakistani telecom market and also helps to access the level of risk 

and uncertainty involve in targeted sector. 

There are four different data analysis types available to estimate demand while entering a new 

country (aaker, Kumar, day p124, 2007). 

� Led-leg analysis----this method uses time series data (yearly data). 

� Surrogate indicators—this method relates macro-economic variables to a particular 

sector (telecom). 

� Cross-sectional data--- data analysis of different countries to forcast the similar product 

trends in targeted country (Pakistan) and market (telecom). 

� Econometric forecasting model—this method combines the cross sectional approach and 

time series analysis on factors underlying sales for a given product market (telecom) for 

a number of countries to estimates certain parameters. Later this model will help to 

forcast the demand in targeted country. (aaker, kumar, day p124, 2007). 

Here we can adopt second data analysis method for demand estimation in targeted country and 

market, the surrogate indicators, as this method facilitates our theoretical frame work consisting 

of institutional theory. And this theory talks about macroeconomic variables relating to targeted 

sector (telecom). 

 

3.5      STANDERD OF RESEARCH 

The research process has to demonstrate a certain level of quality, validity and reliability. 

According to (yin, 1994) a research process is expected to present a logical set of statements. 

Yin presents four techniques to asses the quality of research being carried out namely: construct 

validity, internal validity, external validity and reliability test. 

 Starting with validity which refers to fact that the quality of measuring instrument is of what 

standard and whether or not a measuring instrument is doing the job it is suppose to do. 

Construct validity refers to accuracy and correctness of measures for the studied subject.  

According to (yin, 1994) there are two ways to increase the construct validity of the study: 
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� First one is by using multiple sources of evidence during data collection. (Primary & 

secondary data sources). 

� Second one is to establish a chain of evidences that can be achieved by creating a 

consistency, flow and a sequence during data collection process. The whole process can 

be supervised by designated supervisor for study. 

to validate my construct validity, I have followed first step of yin`s construct validity concept. 

This leads us to collect data from multiple sources which are mainly company websites, 

officials, internal reports, articles, research papers and industry variables. Second step was also 

followed in away regarding establishing a chain of evidences; the thesis report is being 

supervised and reviewed by a designated external source or a supervisor. 

Remaining within my exploratory research boundaries, internal validity deals with the creating 

Relationship between variables used in the study. During my research report data is collected 

from multiple sources like primary and secondary. During interwing process I had cross-

checked the information provided by the respondent with other senior hierarchical sources of the 

company. and further I verified my collected primary data with telecom related secondary data 

sources in Pakistani telecom market. I had also contacted the relevant players in market and 

related government bodies which also provided trusted information. my secondary data`s 

validity is verified by the reputation of the source it is being collected. In short, I assume my 

internal validity is high due to the above mentioned procedure I followed. 

External validity is concerned with application of research findings on other data analysis’s and 

researches, in short, how much a study can be generalized.  In my study`s case it might be 

difficult to obtain high level of external validity for primary data since people who are 

interviewed might be lying or providing wrong and misleading information. But coming to 

secondary data my proposed market entry approach, empirical findings regarding business 

environment of Pakistan and other described macro-economic variables can be applied or can be 

consulted while making entry into other sectors of Pakistan rather than targeted sector 

(telecom), so I can conclude that in case of primary data external validity is low and for 

secondary data external validity is high in my thesis report.  

Finally reliability test is concerned with getting the same result from same research by another 

researcher at another given time (saunders et al 2000). The concept of reliability can be used in 

my thesis report to reduce the risk of errors and biasness (yin 1994), that is a very common 
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symptom in targeted country (Pakistan). To increase reliability of my interviewing sources I 

took the written notes during the interviews which were cross checked with respondents. 

Reliability factor in secondary data is achieved through verifying the rating, quality, transparency and 

level of biasness/ un-biasness of the secondary data sources. 

                                           
                                           QUALITY OF RESEARCH 
 
 
 
 
 
                                                                                              
                                                                               Verification of credibility, biasness, Reliability 
                                                                                         of primary and secondary sources 
                                                                                
                                                                
                                                                       
                                                           Primary data                  low validity 
                                                           Secondary data             High validity 
                     
       
       Data collection from multiple sources 
       External check through supervisor    
 
 

3.6      ERROR IN RESEARCH 

The quality of research depends on proposed research design and the type of data collected 

according to the proposed research design (Kent, R. 2007). Being a researcher my primary 

concern was to combat and avoid the “design error”, as this error generates a series of other 

errors which ultimately affects the validity and reliability of the whole research. To reduce risk 

of methodological and analytical flaws in my research process, a watchful consideration was 

given to flow of literature review and its relevancy with other chapters of thesis report, and to 

data analysis in particular (market analysis, competitor and consumer analysis).  

 

                                
 
                                              
                                         Data Selection errors 

validity 

Internal external 

construct 

realibity 

Degin error in research process 
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                                                    Data analysis errors 
                                                    Administrative errors 

                                         Source: (aaker, Kumar, day 2004) 

 
 
3.7      SUMMARY OF METHODOLOGY 
 
Following figure is summary of methodological process of the thesis report. 
 
Purpose of research                                                                   
 
 
Research approach  

Research strategy  

 

Data collection methods 

                                                                                                 Company websites 
                                                                                                Articles, newspapers, journals 
                                                                                                Industry data, established theories 
                                                                                                Governmental institutions 
 

 

  

 

Data analysis 
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3.8      RESEARCH MODEL 
 
   
 
 
 
 
 
 
 
 
  
 
                                                               
                                                                  Methodology 
                                                                                            
                                                           Product market analysis 
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              How an MNC can enter the booming telecommunication sector of 
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EMPIRICAL STUDY 

In this section I will describe and analyze the empirical findings and its analysis regarding target 

country (Pakistan) and targeted market (telecom) . I will present the external environment of 

Pakistan and will describe the procedure that can be followed by an MNC to start business in 

Pakistan. This will enable me to answer my first two research questions. Moving further the 

analysis of product market (telecom) and its major actors competitors and customers with the 

help of gathered archival and secondary data will enables us to answer rest of research question 

in my research model.  

4.1 External environment for telecom market 

4.1.1      CONSTITUTIONAL & LEGAL ENVIRONMENT 

Pakistan is a federal republic with four provinces, capital territory (Islamabad) and territory 

consisting of tribal areas. Pakistan also administers Azad Kashmir and the Northern Areas, 

portions of the Jammu and Kashmir region. The constitution of the Islamic Republic of Pakistan 

of 1973 provides for Parliamentarian form of Government. The Prime Minister (elected by the 

National Assembly) is the head of Government and the President (collectively elected by the 

National Assembly, the Senate and the Provincial Assemblies) is the head of the federation. The 

National Assembly (also called lower house) and Senate (also called upper house) are the 

legislator institutions. (ministry of the law 2008) The National Assembly has 247 members who 

are elected from all provinces, the capital territory and tribal areas on the basis of population. 

The Senate derives equal representation from all the four provinces and has a total membership 

of 100. The Provisional Assemblies of the four Provinces elect 22 members each, of these 14 

are general seats and four are seats reserved for Ulema (religious scholars), professionals and 

technocrats, and four for women. The Federally Administered Tribal Areas (FATA) is 

represented by eight members, whereas the Federal Capital has four seats in the Upper House of 

Parliament. Pakistan’s legal system is based on English common law, adapted to the needs of an 

Islamic state. High Court and Supreme Court of Pakistan is the highest forum of judiciary at 
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provincial and national level, respectively. Additionally, the Shariah court is responsible for 

ensuring that the Country’s laws are as per Islamic rules and regulations. (Law ministry 2008) 

4.1.2    ECONOMIC ENVIRONMENT 

Pakistan is ranked as one of the fastest growing economies in Asia. And telecom market of 

pakistan remained the hottest sector of all in Pakistani economy in last couple of years. And it is 

still playing a key role in the country's economic growth. From Europe to Middle East, 

investment inflows are coming up in Pakistani telecom market. This is not just because of the 

telecom operators that came to Pakistan but also because of vendors which provide the basic 

infrastructure, technical support and equipment etc. for telecom companies. It can be seen that 

this sector is acting as a catalyst for future economic development of Pakistan, the share of 

telecom industry in provision of employment and development in rural sector is on the rise. As, 

the mobile industry has created 220,000 high-paying jobs in Pakistan and accounts for 5% of its 

Gross Domestic Product (GDP) and approximately 6% of the total taxes collected by the 

Central Board of Revenue. (Economic survey of Pakistan 2007) This contribution comprises 

17% of total public sector development program. On the other hand, revenue and tax collection 

through import and sales of millions of cell-phones across the country has also contributed 

towards improvement in revenues for the government. So the journey from monopolistic era to 

this competition age in telecom has proved to be fruitful in all aspects. Foreign investments, job 

creations, revenue growth and economic activities, everything is showing positive signs. The 

role of PTA (Pakistan telecommunication authority), Ministry of IT and governments should be 

appreciated in taking all the right steps at the right time which resulted into an investor friendly 

and consumer focused industry. This growth will continue at a higher pace and will further 

create jobs and revenue opportunities as the tele-density is still around 17%, it can go above 

80% likewise in other developed countries.  Furthermore, The IT and telecom industry is 

playing the leading role in driving Pakistan's economy to such a great level. Many heads of 

International organizations has appreciated the investor friendly policies and highly suitable 

business environment of the country. (Ministry of science & information technology 2007) This 

means more investment in coming years to telecom sector. Pakistan`s business environment has 

improved lately, it is visible by the evidence of considerable local and foreign investment in the 

telecoms sector in the last few years. Pakistan telecom authority scores very well for his role in 
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encouraging investment. Now telecom market is hugely competitive, offering huge potential for 

growth not only in the mobile market but also in high-speed internet, both fixed and wireless. But 

on the other hand the traditional political and economical instability does not offer very stable 

market; this is visible with very low GDP per capita, and from the telecoms point of view, low 

ARPU rates).  (state bank of Pakistan and economic survey of Pakistan 2007)  

Pakistan’s telecoms sector is performing very well and offers the foreign investor huge 

opportunities. The government having seen a number of operators enter and transforming 

Pakistan’s mobile market in recent years, now aims to offer incentives for the manufacturers of 

handsets and other telecoms equipment, to make Pakistan a popular manufacturing base, the one 

reason is heated mobile market and cheap Pakistani labor. (Pakistan telecom market 2007) 

Pakistani government is also very hopeful because of the fact that about one fifth of all mobile 

users in Pakistan change their handsets as often as three times a year and this will encourage 

manufacturers to take up this opportunity. A highly competitive market will attract a number of 

handset manufacturers to set up a base in Pakistan. And the market will continue to be competitive, 

as  long as the country’s operators will continue to invest in their networks and bring down their 

tariffs, and as long  as the  Pakistan telecom authority encourage competition through such 

measures as introducing MNP (mobile number portability) and other value added services.  

Pakistan is on the 'take off' position in terms of economic growth and excellence in the field of 

IT and telecommunications. One can expect further Development and Growth in this sector and 

great Economic activities in the future. As with 76 million mobile users and 30% penetration, 

Pakistan is now a leader in mobile usage in south Asia. 

 
Telecom business rakings for Pakistan 

  
  

Limits of potential         
returns 

 
Risks to realization of 

potential returns 

  

Country Telecoms 
market 

Country 
structure 

Independence 
of regulator 

Country 
risks 

Telecom 
ratings 

rank 

India 75 35.7 80 61.6 64.1 1 
Japan 44 63.3 90 87.2 62.1 2 

Singapore 37.5 93.3 80 66.1 61.9 3 
Malaysia 46.3 63.3 90 74.2 61.4 4 
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Taiwan 42 66.7 90 76.4 60.4 5 
Hong Kong 34 76.7 80 81.9 58.5 6 
South Korea 40 70 70 75.5 57.2 7 

China 71.5 31.7 40 70.6 56.9 8 
Australia 38 66.7 70 77.3 55.7 9 
Indonesia 50 66.7 60 43.2 54.6 10 
Pakistan 50 39.3 80 33.5 49.4 11 

Philippines 42.5 36.7 60 51.8 45.1 12 
Thailand 45 32.7 40 52.6 42.4 13 

Bangladesh 37.5 30 60 37.4 39 14 
Vietnam 22.5 35.7 60 59.1 36.8 15 

                                         
 Source: business monitors international 2008 

4.1.3      FINANCIAL ENVIRONMENT 

Pakistan has a diversified and modern financial system, which is completely integrated with the 

international financial markets. The main sources of finance can be classified as following: 

Banks 

The banking sector of Pakistan is very modern and organized. Most of the leading international 

banks have branches in the Country and local banks are also competing with them with quality 

services. Both foreign and national banks have invested heavily in infrastructure and 

information technology and thus are able to provide state of the art facilities to the customers. 

State Bank of Pakistan is the regulatory body for the banks, which has established its 

autonomous status. (state bank of Pakistan 2008) 

Non Banking Financial Companies (NBFCs) 

The NBFC sector of the Country is equally strong. The following classes of NBFCs are 

involved in extending credit facilities to both corporate and individual customers: 

· Leasing Companies           · Investment Banks 

· Modarabas                        · Venture Capital Companies 

Like foreign banks, many international NBFC also have branches in Pakistan. The Securities 

and Exchange Commission of Pakistan is the regulatory body for NBFCs. The NBFCs offer 

various debt facilities for medium to long-term including project financing, lease and sale, and 

lease-back of assets. 

Public offers through stock exchanges 
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Financing can be arranged through a public offer of debt and equity instruments. The Securities 

and Exchange Commission of Pakistan approves the public offer and the equity and debt 

instruments can be listed on all or any of the three stock exchanges in Pakistan. 

 

4.1.4      TECHNOLOGICAL ENVIRONMENT 

Operators have technology with which they can compete in the Pakistan and now operators are 

investing in their infrastructure to not only expand but also to upgrade their existing structure 

with the latest technology in the telecom market. (PTA, information technology ministry 2007). 

U-fone (subsidiary of PTCL) is the pioneer company who is providing Multi-media Messaging 

Services (MMS), General Packet Radio Service (GPRS), Virtual Private Network (VPN), 

Pocket Stocks, Conference Calling, Wallpapers Animated pictures, Polyphonic ring tones 

(WAP), and Voice Mail at low prices. Now other operators are also providing state of the art 

technology like Telenor (Norwegian telecom) is providing an additional feature that one can see 

TV channels on their cell which is a whole new concept in Pakistani market so far. Mobilink is 

soon shifting its entire network from 900 MHz to 1800 MHz. with this ability; Mobilink will be 

able in offering Value-Added Services like General Packet Radio Service (GPRS), Multi-media 

Messaging Services (MMS) and Virtual Private Network (VPN) etc. Recently introduced 

technology mobile number portability (MNP) will further make the make competitive. 

   

HOW CAN MNC START BUSINESS IN PAKISTAN 

This subsection will explore the process of starting a business in Pakistan by a local or foreign 

organization. And answer the third sub- research question of my research problem. 

 

5.1      LICENSE REQUIRMENTS  

Pakistan is ranked 89th in the world for the ease of dealing with licenses. In Pakistan, certain 

businesses have been declared specialized and in addition to corporate and tax requirements, a 

specific license is required to commence such businesses. Normal business lenience requires 

certain conditions e.g. minimum capital, qualification of directors, corporate structure and area 

of operations etc. to be complied with to obtain these licenses. However, the conditions for grant 

of license vary from business to business. (securities and exchange commission of Pakistan 

2008)  
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5.2    TYPES OF BUSINESS ORGANIZATIONS 

 After fulfilling all requirements of licenses, a business can be established in any of the 

following forms in Pakistan: (Securities and Exchange Commission of Pakistan 2008) 

Sole Proprietorship 

An individual may set up the business as sole proprietorship without any registration except 

with tax authorities. 

Partnership Firm 

A partnership firm can be established in Pakistan by executing a partnership deed on a stamp 

paper of Rs. 500/- and getting the same Notarized by the authorized Notary Public Magistrate. 

The Partnership Act, 1932 is the legal framework for partnership firms in Pakistan and a firm 

may or may not be registered with the Registrar of Firms. 

Companies 

The Companies Ordinance, 1984 and The Companies (General Provisions and Forms) Rules, 

1985 provide the legal framework for operations of companies in Pakistan and the Securities 

and Exchange Commission of Pakistan is the regulatory authority in this regard. In Pakistan, a 

company may be formed with or without limited liability and the Ordinance provides for the 

following categories of the companies: 

A. a company limited by shares               B. a company limited by guarantee 

C. an unlimited company 

Companies formed in any of the above categories can further be classified in two types: 

A. private companies                                     B. public companies 

 

5.3      LISTING OF COMPANIES & SECURITIES 

There are three stock exchanges in Pakistan, namely: Karachi stock exchange, Lahore stock 

exchange and Islamabad stock exchange. Karachi Stock Exchange is the biggest and most liquid 

exchange and has been declared as the “Best Performing Stock Market of The World For the 

year 2002”. All exchanges have their own regulations which are largely similar. The Securities 

and Exchange Commission of Pakistan grants the approval for the public offer and after such 

approval a company may obtain listing for its equity and/or debt securities according to the 

regulations of the Exchange.  (securities and exchange commission of Pakistan 2007) 
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5.4   FOREIGN INVESTOR  

In Pakistan a foreign investor may establish an independent business with any of above 

mentioned corporate structures. He can establish a sole proprietorship, can enter into partnership 

with any local person or foreigner and even can establish a company with or without 

participation of local shareholder(s) and director(s). If a foreign company wishes to establish a 

business in Pakistan as a part of its international operations, in addition to the described 

corporate structures it also has following choices: (central board of revenue 2008) 

� It can obtain registration with Board of Investment – Government of Pakistan for 

opening of a branch office, marketing office or liaison office. Regulations of the Board 

impose certain restriction on the operations of the enterprise. 

�  It can appoint an agent in Pakistan. Relevant provisions of the Contract Act, 1872 shall 

apply in such agency arrangements. 

� It can enter into joint venture with other business entities. Relevant provisions of 

Contract Act, 1872 and Partnership Act 1932 are applicable to these ventures. 

 

5.5     ACCOUNTING AND AUDITING 

The financial year for all business enterprises in Pakistan is from 1st July to 30th June of every 

year. All listed companies are required to issue their financial statements for the year ending on 

30th June, while other Companies may submit their financial statements to Securities and 

Exchange Commission of Pakistan (SECP), at the latest by the last day of immediately 

following December. All companies are required to get their financial statements audited by a 

Chartered Accountant who is a member of the Institute of Chartered Accountants of Pakistan 

(ICAP). However, a company that has share capital below three million rupees may get their 

financial statements audited by a Cost and Management Accountant who is a member of the 

Institute of Cost and Management Accountants of Pakistan (ICMAP). 

Financial statements of listed companies are presented according to the requirements of 

Companies Ordinance 1984. ICAP (institute of chartered accountants of Pakistan) considers and 

adopts the International Accounting Standards (IASs) and SECP (Securities and Exchange 

Commission of Pakistan) notifies their application in preparation of financial statements of 
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companies. At present, all IASs issued by International Accounting Standards Board have been 

adopted and notified in Pakistani corporate environment. 

5.6   CLOSING A BUSINESS 

It takes 2.8 years in Pakistan to close business that put Pakistan at 51th place in the world. 

Within the South Asia region, the time to close a business in Pakistan is second only to Sri 

Lanka (2 years) and compares well with India (10 years), Nepal (5 years) and Bangladesh (4 

years). Closing a business in Pakistan costs less than anywhere else in the South Asia region— 

less than half of the cost in Nepal, India and Bangladesh and less than a quarter of the cost in Sri 

Lanka. The system in Pakistan is also highly effective relative to other South Asia countries 

with the recovery rate much higher than in India (13%), Nepal (25%), Bangladesh (25%) and 

Sri Lanka (36%). Domestically although time and recovery rates do not differ dramatically 

across cities in Pakistan, the cost to close a business does. It costs 4% of the value of the estate 

to close a business in Karachi, almost double the cost in Peshawar and Quetta (7%) and more 

than double in Faisalabad, Lahore and Sialkot (9%).  (Companies ordinance 1984) 

 
Pakistan`s global ranking for doing business 
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                                              Source: World Bank 2008 (www.worldbank.org) 

 
TELECOM MARKET ANALYSIS 

This subsection will assist us to answer the fundamental question of my research model that 

“what is the current state of telecom market in terms of its core variables (taxes, employment, 

imports and trends) and how competitive telecom market is in terms of competitors and 

customers,” In which lies our answer of sub research question.  

6.1    OVERVIEW OF PAKISTANI TELECOM MARKET 

Telecom industry in Pakistan has developed tremendously in the recent years led by the 

government with the aim of making it a major player in this sector. The telecom sector has 

tremendous potential for growth and investment and has huge un-tap market. This market has 

emerged as the success story where win-win scenario is for all participants (Customers, 

Investors, Government).Over the last four years; Pakistan has witnessed rapid transformation in 

its telecom service industry through a series of noticeable liberalization measures. The number 

of cellular subscribers has tripled in the last two years and today mobile subscriber base has 

crossed 75 million.  
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                            MARKET STATISTICS                                                                LICENCE STATUS 

     Population:                 156 million                           basic telephony:                              04 

   Geographical area:      796,096 sq km                     mobile cellular                                 06 

   No of fixed lines:            6.5 million                         LDI (long distance international)    14 

  No of mobile:                   7.0 million                         WLL (wireless local loop)                 17 

  Tele-density:                     52%                                    FLL (fixed loss loop)                          38 

 fixed line     2.9% 

 mobile         48.9% 

 Internet coverage:           2389                                    value added                                    510 

  (cities & villages)                                                                                               

 Internet subscribers:         2.4 million                         internet/data                                  213 

Broadband subscribers:       60,000 
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 Source: (pta, Pakistan telecommunication authority 2008) 
6.2    INTRODUCTION 
After the independence of Pakistan in 1947 from British rule, the telecommunication sector was 

monopolized by state owned authority previously known as telephone & telegraph department 

(T & T). This authority had played the role of service provider, service assessor and strategy 

maker for a very long period of time. 

Later on this department was converted into Pakistan Telecommunication Corporation. And it 

was earning very healthy revenues but its profit margins were not so high because of its re-

investments into its infrastructure expansion and development. The corporation was also legging 

behind in providing state of the art services and technologies to its customers due to the lack of 

resources.    

 mobile services in Pakistan started in 1990s when two cellular mobile telephone licenses were 

given to Paktel and Instaphone for providing  mobile services in Pakistan. Currently there are 

six mobile services provider in the market namely: mobillink, u-fone, telenor, warid telecom, 

china mobile, instaphone. There is a tremendous potential of a mobile market growth in 

Pakistan. 

Due to the dereguilation policy of government, in telecom industry, LDI (long distance 

international) segment witnessed amazing growth during 2007. Now cheap international calling 

is available for everyone. Total tele-density in Pakistan has reached 52% which stands well 

above 4 other regional economies, in this tele density, fixed line tele-density is 2.9% & cellular 

is 48.4%. 

 

6.3   DERAGULATION AND ITS IMPACT ON TELECOM  
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The decision of Pakistani government to deregulate telecom market and to end the state 

monopoly changed the whole picture of Pakistani telecom market. So far this decision proved to 

be very fruitful as telecom market has shown tremendous growth over past five years. 

Major Reasons to deregulate telecoms  

� To Create Competitiveness in telecom sector. 

� To provide efficient & cost effective telecom services.  

� Improve infrastructure through private sector support & 

investment. 

� To Bridge the “Digital Divide” with neighboring countries. 

� To meet the ever increasing demand of telecom services in 

Pakistan. 

�  To promote healthy competition and choice factor for customers 

� To end PTCL`s monopoly in fixed line telephony.  

 

6.4     GROWTH OF TELECOM SECTOR IN PAKISTAN 
Pakistan telecom market has seen tremendous growth over the past decade. Bu this growth is 

not equally balanced. The moa focus of this growth pattern is mobile market while fixed line 

phony, internet services and value added services have not shown same growth heights 

compared to mobile market. But removal of state monopoly and introduction of new entrants 

will lead this market to new growth heights. (PTA 2008) And experts believe that if foreign 

investment continues to come in the Pakistani telecom market will continue to grow in coming 

years at tremendous pace. Furthermore we will analyze the different sectors of mobile industry 

independently as follow: 

6.4.1   Fixed Line segment  (FLL) 

Fixed line segment of Pakistani telecom market has not shown the same level of growth as 

compared to mobile and internet segments has shown. This segment has shown low but steady 

growth from year 2001 to 2006 .and after that tele-density in fixed line segment has gown down 

from 3.04% to 2.99% (appendix).  

6.4.2   Wireless Local Loop segment (WLL)   

In 2004 local loop sector was deregulated by government in Pakistan, which gives space to 

introduction of wireless local loop. And in this segment of telecom market government has 
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issued 17 licenses so far out of which PTCL, World call, Tele-card, Great Bear, Burraq, Mytel 

and Wateen are operational. WLL customer base has shown rapid growth since 2003. Currently 

there are 2.1 million subscribers of WLL in Pakistan. (PTA 2008) (Appendix) 

6.4.3    Mobile segment 

The recent de-regulation policy of Pakistani government has led to visible growth in Pakistani 

mobile market over the last decade. The main features of this developing mobile market are 

maximum coverage, low prices, improving quality of services and introduction of value added 

services. 

Pakistan is the third largest mobile market of the world with a lot of potential to grow. In recent 

years this market has seen 2mn net addition of customers every month that has resulted in a high 

ARPU yield. (Pakistan telecom authority 2008) One of the main features of current 

development in this market is improvement in network coverage to the far away areas of 

Pakistan that will attract more investment particularly foreign investment in this market. In 2007 

the sector grew by 80% whereas average growth rate in last 4 years has been more than 100%. 

Now total subscribers have reached 76.9 million in 2007. Whereas they were 34.5million in 

2006 and 12.7million in 2005. (Appendix) shows the subscribers growth of different Mobile 

Operators in Pakistani telecom market. 

In Pakistan’s very competitive and heated mobile market operator’s survival lies in getting into 

new areas, exploring new Value Added products, and providing better quality of services. This 

is only possible by expanding networks and be the first to reach untapped rural and urban 

population of the country. In Pakistan out of 376 municipalities almost 77 % are covered with 

mobile networks. In 2004 there were less than 2000 cell sites erected by all mobile operators all 

together for provision of mobile services. Today total cell sites of all mobile operators are more 

than 17,500. (Appendix). In 2007 the market share of each company in mobile market showed a 

change, except for U-fone whose subscriber share remained more or less the same. Mobilink 

kept on loosing its share for another year in favor of Telenor and Warid, whereas Paktel and 

Instaphone share in the market also dropped as both companies are struggling with transitional 

phase.  (Appendix) 

6.4.4   Payphone cards segment 

After the deregulation of pay phone segment of telecom market in 1990s,  Telecard was the first 

to introduce this service in Pakistan. Public call offices have shown tremendous growth until 
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2004-05. Currently PTA allowed mobile companies to establish their PCOs. Mobilink was the 

first to start its PCO service and has 57,936 PCOs.  After 2004-05 growth trend of fixed line 

PCO declined but wireless PCO trend developed in Pakistan. PCO service is functional in all 

four provinces of Pakistan and now majority of them are wireless. Overall growth of the PCOs 

remained 10% in the year 2006-07 which was 26% in the year 2005-06. 

6.4.5   Internet segment 

Internet service is becoming an integral part of life in Pakistan particularly in urban areas where 

large portion of the household consumers and businesses are using it for different purposes. 

According to estimates of ISPAK (Association of Pakistani ISPs 2008), currently there are 

about 3.5 million internet subscribers all across in Pakistan whereas total users crossed 17 

million mark. Currently around 3,002 cities are connected to internet in Pakistan. 

Growth in Pakistan’s Broadband market has been slow despite the fact that services have been 

available since almost five years. Broadband services can be offered with the help of various 

technologies such as DSL, Cable Modem, and Fiber to the Home (FTTH) and Wimax 

(worldwide interoperability for microwave access). Cost of service is the major reason behind 

this slow growth. PTA is striving hard to bring down the cost of providing Broadband service in 

order to facilitate low income groups. PTCL has also dropped copper loop charges for DSL 

service providers from Rs. 217 to Rs. 150 per month. It is believed that this reduction will help 

in proliferation of the broadband market. (Pakistan telecom authority 2008) 

 A major development for broadband market is the introduction of broadband services by PTCL 

itself. PTCL has started offering its DSL services since June 2007 in major cities for home users 

with free installation services. It is expected that steps taken by PTA in collaboration with 

Industry will ensure better and economical broadband services in Pakistan. During writing this 

thesis report a Broadband connection is available in Pakistan for as low as Rs. 1200 for a 

512Kbps connection with unlimited download. (PTCL 2008) 

 

6.5  INCENTIVES TO TELECOM MARKET 

                                               REDUCTION IN ROYALITY/FEES 

  Mobile                                  from 4% to 1.5% 

  ISPs                                      from 4% to o. %66 

Royalty on equipment sales     5% reduction 
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Type approval fee 

                 Locally manufactured equipment         50% reduction 

                 Foreign manufactures equipment           33% reduction 

  

6.6    TELECOM IMPORTS 

Government of Pakistan is working hard to decrease the total imports in telecom industry. 

Imports for 2006-07 were targeted to decline by 2.1%, however the total imports registered at 

the end of 2007 were 667.8 million USD (state bank of Pakistan 2008).  

This exceptional growth in the telecom sector is burdening the overall imports of Pakistan 

where sector requires spending of about US$ 1 billion just on the import of Cellular mobile 

handsets annually, which puts burden on Pakistan`s foreign reserves and increases the trade gap. 

Government of Pakistan is offering incentives to manufacturers of telecom network and CPE 

(customer premises equipment) to consider manufacturing of cellular mobile handsets and other 

CPE in Pakistan where cheap skilled and unskilled labor is available along with a huge 

population base for consumption. According to an estimate cellular mobile companies have 

access to only 61% of the target market in Pakistan and they can still access the remaining 39% 

(PTA 2008). 

Telecom imports for Pakistan 
 

Description 2004-05 2005-06 2006-07 2007-08 
 

Mobile sets with battery 
371.10 569.24 670.17 445.8 

Other telecom apparatus 406.32 628.31 677.52 885.1 

Total 777.42 1,197.55 1,347.69 1,330.9 
Telecom share in total 

imports (%) 
3.8 4.20 4.4 4.0 

Source: state bank of Pakistan 2008 (www.sbp.org.pk) 
 

6.7    TAXES ON TELECOM SECTOR 

Pakistani telecom market has contributed a total of 312.5bn PKR to Pakistani economy in year 

2006 alone, which is more then 5% of the total GDP. Currently telecom market gives 35% of its 

revenue to Pakistani government in form of taxes and duties. (CBR 2008) 

On other hand Pakistani telecom customer pay some of the highest taxes as compared to internal 

national benchmarks. (GSMA/Deloitte 2007) found that the average amount mobile customer 
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pay in taxes world wide is 17% which is 31% in Pakistan. Pakistan charges highest connection, 

usage and value added taxes in mobile market. Telecom sector is a major contributor in 

generating revenues for the Government in the form of taxes, duties and regulatory charges. To 

generate adequate level of revenues government is undergoing large tax reforms which include 

broad based tax policy and tax administrative reforms which are aimed to reduce indirect taxes 

that are considered regressive taxes. (Central board of revenue 2007) 

 During 2006-07 total revenue collected by the Government in the form of taxes and Regulatory 

fee was more than Rs. 100 billion which is about 30% higher than the last year. Indirect tax in 

the form of GST/CED has the major share in total government collection from telecom sector 

which was Rs. 26 billion in 2005-06 and its share in total was 34%. In 2006-07 Government 

collected Rs. 36.3 billion GST from the telecom sector and its share in total telecom taxes has 

increased to 36%. The increase in these government revenues are attributed to increased tele-

density and increase in the usage of telephony for voice & data. 

6.8    EMPLOYEMENT IN TELECOM SECTOR 

The telecommunication sector in Pakistan has undergone considerable transformations 

following the award of two new mobile licenses, FLL & WLL licenses and privatization of 

PTCL. The Stiff competition among operators to grab the market share has compelled operators 

to expand and improve their infrastructure rapidly, which has created huge employment 

opportunities (direct and indirect). The telecom sector has vast linkages with all other sectors 

where it is producing large employment opportunities such as civil work for installation of 

towers, support service providers, SIM and handset retailers etc. Deloitte consulting has 

estimated that so far about 212,000 employment opportunities have been generated countrywide 

by the mobile sector only. A study conducted by TEACH has estimated that Cellular Mobile 

sector has generated about 743,025 employment opportunities which include direct, indirect and 

induced employment. In linked sectors of the economy 260,000 employment opportunities have 

been generated by other segments of telecom sector including WLL, LDI and card payphones. 

 

6.9      MERGERS & ACQUISITIONS IN TELECOM MARKET 

 Recently Pakistani telecom market is in the phase of market consolidation. Mergers and 

Acquisitions have been taking place which has created higher levels of competition and price 

pressures on the operators. So they are striving for higher levels of quality and bringing in new 
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services particularly value added services. This factor has driven demand further, creating new 

ARPU opportunities. In addition to the International acquisitions, local companies have 

consolidated their positions by buying technologies from other operators. ISPs and data 

operators are merged into traditional voice operators in Pakistan.  (PTA 2008) 

Mergers in Pakistani Telecom Sector 

  

 Foreign companies who 
       purchased shares 

Local companies 
who sold shares 

Shares purchased 
(%) 

Amount paid 
     us $M 

1 Orascom, Egypt Mobilink 11 290 

2 Qtel, Qatar buraq 75 123 

3 Singtel, Singapore warid 30 758 

4 China mobile, china paktel 100 764 

5 Oman tel, oman World call 60 220 

                                                                                               Source; Pakistan telecom authority 2008 

 
6.10   INVESTMENT OPPUTUNITIES IN TELECOM MARKET 

Starting with current industry situation as described by the industry analysis above, considerable 

licensing has been done for cellular, LL, WLL, LDI, ISP sectors. Now government of Pakistan 

has plans of opening up frequencies for WiMAX in different frequency bands. As well as 

issuing new licenses for 3G cellular systems (Pakistan telecom authority 2008). 

Furthermore, Consultative processes are happening for setting up large Voice and Data Peering 

Points, Converged Networks, MVNOs, LMDS networks, etc. There is now a huge opportunity 

for operators to build on top of the competitive infrastructure which has been installed (and is 

expanding by the day) to introduce high yield Value Added Services. (PTA 2007) 

Another investment opportunity is delivery of wired and wireless broadband services and the 

target of government is to achieve at least 3 Million users in the next few years (30% of the 

Internet user base) and innovative solutions will be encouraged. With market consolidation 

taking place, there are new opportunities for Mergers and Acquisitions. Operators are diluting 

their equity in order to get institutional investors and others are doing this to acquire the 

technical expertise to enable more efficient operations.  
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Finally, the deregulated telecom sector of Pakistan provides wide range of opportunities for the 

upcoming MNCs. Every segment of telecom is showing vibrant growth and market potential 

which is a consistent source of encouragement for further investment in the different areas 

including: (Pakistan telecom authority 2007) 

� Voice over Internet Protocol (VoIP) 
�  Calling Cards  
� Wireless Local Loops (WLL)  
� Call centers 

Value Added Services 
� Internet protocol television (IPTV) 
� Audio tex services  
� 3G technology 
�  Trunk Radio  
�  Digital Radio Paging  
�  Internet/Electronic Information Services  
�  Card Pay Phone Services  
�  Burglar Alarm Services  
�  Non Voice Services  
� Outsourced Services  
� Video Conferencing  
� Data Communication Network Services 
� International Satellite Operators for Domestic Data Communications. 
� Vehicle Tracking System (VTS). 
� Global Mobile Personal Communication System (GMPCS).  

 
Electronic-Commerce (e-commerce) related Projects 

� PKI (Public Key Infrastructure)  
�  Banking Networks and Services  

Mobile-Commerce (m-commerce) services  

� Mobile Ticketing 
� Mobile Vouchers 
� Coupons 
� Balance Sharing 
� Loyalty SMS Cards 
� Content Service Purchasing 
� Location Based Services (LBS) 
� Information Services 
� Mobile Banking 
� Mobile Brokerage 
� Auctions 
� Mobile Purchase 
� Mobile Marketing and Advertising 

Security services 
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�  Access Control 
� User Authentication 
� Digital Signatures 
� Non-repudiation 
� Data integrity 

Manufacture of Telecom Equipment 

� Telemedicine  
� System development and manufacture  

 
 

Pakistani telecom market analysis 
 
                                                                                                               Market focus 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  
  Profitability depends: telecom market potential, competitive advantage 
          Well regulated by Pakistan telecom authority (PTA) 
           Un-saturated, potential for high growth, untapped rural market 

Pakistan telecom markret 
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             Investment opportunities in broad band services, value added services, telecom                
             Infrastructure, telecom equipment manufacturing. 
             Highly competitive with presence of all major global players.                                                     

 
 
 
 
6.10   EMPIRICAL ANALYSIS OF  CONSUMERS 
My consumer analysis approach is mainly based on secondary data sources mentioned in 

methodology chapter of thesis. Data is analyzed according to theories described in literature 

review and elaborated with customer preferences in Pakistani telecom market. This empirical 

analysis will help us to answer my sub research question of thesis report. 

CONSUMER PROFILE 

The sixth most populous Country of the world, Pakistan has a current population of 

approximately 150 million, with a growth rate of 1.96% (2004 estimates). The majority of 

southern Pakistan’s population lives along the Indus River; in the north, most of the people are 

concentrated in the cities of Faisalabad, Lahore, Rawalpindi/ Islamabad, and Peshawar. Karachi, 

the capital of the Sindh province and the largest city in Pakistan, is, by virtue of being a sea-

port, the financial and commercial centre. With a population of over twenty million, Karachi is 

also the fifth most populous city of the World. Ninety seven percent of the Country’s population 

is Muslim, making Pakistan the second largest Muslim country in the world. Hinduism and 

Christianity form the leading minority religions; other religious groups include Sikhs, Parsees, 

and a small number of Buddhists 

There are visible differences in Pakistani consumers in matters such as ethnicity, dress and food. 

There are five main ethnic groups in Pakistan namely Punjabi, Sindhi, Pashtun, Muhajirs and 

Baloch. Languages are the most common identity of ethnicity in Pakistan. There are more than 

twenty languages that are spoken in Pakistan, but the most common languages are Punjabi, 

Sindhi, Urdu, Pashto and Balochi. Urdu is the official language and can speak and read all over 

the Pakistan. English is the medium of education in most of the schools and universities; 

therefore it is a de facto national language of Pakistan. 

To start with consumer analysis we will divide Pakistani telecommunication market into two 

major segments (urban and rural) on the basis of demographic and psychographic variables as 

described in theoretical frame work.  
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In Pakistani telecom market, the untapped market is in rural areas of Pakistan and literacy rate is 

not so high there. People face real difficulties in specifying what sort of mobile packages and 

services they need. While designing the products and services for this market operators have to 

keep in my few things, there should be different product packages, catering the different classes 

of rural customer like upper and middle class. Whereas in large cities like Lahore, Karachi and 

Islamabad people are very well educated and face no difficulties in specifying product needs 

and requirements. Different operators (mobilink, u-fone, teelnor, warid, china moblie) in these 

urban areas are catering the needs of urban customers through various products and services in a 

very professional and competitive way. Majority of urban and rural Pakistani customers lie in 

the range of competitive customers whom are price sensitive. These customers can be gained 

most easily by offering better quality and service at an affordable price (as mentioned in our 

theoretical model).  

Market competitiveness is relatively high is Pakistani telecom market. Customers have couple 

of very competitive choices to choose from. Competitors mobilink,Ufone, telenor, waridtel are 

competing head to head in gaining and retaining new customers by offering differentiated 

products and services. 

A unique feature of Pakistanis telecom market is low switching cost for customers. Thus the 

intensity of competition in Pakistani telecom allows customers to switch from one service 

provider to another in search of better value and higher service quality. This creates serious 

challenges for upcoming MNCs in managing their future customers, while striving for growth.  

The upcoming MNCs survival lies in catering customer needs and deliver services, quality and 

after sales customer services. 

Mostly customer base lies in the major cities of Pakistan i.e. Lahore, Karachi, Islamabad.  In 

these cities customer`s preferences are quite differentiated as compared to rural customer base.  

Metropolitan customers are cooperative customers, whom are always looking to build a strong 

relationship with different operators besides low switching cost, as they search for differentiated 

products, innovative communication solutions and increased customer value from operators. 

 In relations ship building with different operators this customer base of big cities (Lahore, 

Karachi. Islamabad) takes into consideration the concept of corporate social responsibility as 

well, meaning which current or forthcoming MNC will recognize and fulfill responsibility 

towards country and the community they operate in, their contribution to worthy causes and 
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dedication to the development and progress of society through their business and social 

activities. 

The quality, budget and aggressiveness of communicational strategies in telecom market depict 

the level of competition. In order to attract Pakistani customers the advertising should be 

colorful, vibrant, with sense of ease, with sense of empowerment and focusing on goals to 

achieve through such advertising. 

Customer relationship marketing in Pakistani telecom sector requires MNCs to carefully 

consider the following points: The principles of customer relationship management and value 

chain management have taught that successful business in telecom market today is a coupled 

network of effective and efficiently managed services. We can no longer think of products as 

being independent of the services that deliver and accompany them.  

Facing with the intensive customer competitiveness in the telecom industry, it becomes more 

and more crucial for MNCs to appropriately cope with the relationship with its channels and 

customers. Cruising through the theories and models, I found as a result “customer involvement 

and supplier interest model” (Hougaard and Bjerre, 1999) is appropriately fit for us to apply in 

order to specify an effective customer relationship for MNCs to implement in Pakistani 

environment. The purpose of selecting an appropriate customer relationship is to improve 

MNCs future customer competitive situation on the telecom market and this customer 

management approach also cater the promotional strategy of our customer analysis. According 

to author the most appropriate customer relationship strategy in this model for MNCs is: 

                                               Contact- the one point relationship. 

This type is characterized by the task of handling the interface role between the operators and 

the customers and is often referred to as “one face to the customer” (Hougaard and Bjerre, 1999). 

This low level type of relationship is very common among organizations that have recently 

entered a market. Following are the reasons of choosing this type of customer relationship 

management for Pakistani customers: 

� The MNCs own need for managing the relationship with Pakistani customers. (Because 

of being new entrant in telecom market). 
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� This relationship management approach is often highly dependent upon personal 

relationship between the different parties involved. (a very common approach in 

Pakistani business environment, as interpersonal relationship is very important) 

� Focus of the relationship is the MNC`s sales to Pakistani customers and maximizing 

profits. 

 Finally, this promotional strategy (customer relationship management) is very relevant to 

Pakistan telecom market where exchanges between operators and customers are mainly price 

focused. And typically customer relationship is handled in the sales department of companies. 

Finally customer satisfaction of telecom users in general and mobile users in particular in 

Pakistan constitutes four factors - price, transmission quality, usage ease and service support. 

satisfying consumer’s needs provided these are offered at affordable cost with easy access, 

availability, reliability and with abundant content. 

 
Analysis of Pakistani consumers 

 
 

 
                                                              Urban customers           youth segment of both customers 
                                                              Rural customers            corporate sector in urban customers 
                                                                                                 Women particularly teenage & housewives 
  
                                                              
                                                              Product quality, product features, product types 
                                                              Product availability, 
 
      
                                                               Colorful, attractive, vibrant (mass marketing approach) 
                                                                 
 
 
 
                                                                          Highly price sensitive    
                                                                  
 
 
                                                              Local shops, shopping centers, franchise outlets etc  
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Customer preferences in Pakistani telecom market 
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6.11    EMPIRICAL ANALYSIS OFCOMPETITORS 
In case of Pakistani telecom sector, there are six major players that directly influence the 

Pakistani telecommunication industry, these players include: PTCL, telecard, mobilink, telenor, 

zong and warid telecom. Using resourced based swot analysis described in literature review 

coupled with grant`s model will be applied to analyze the above mentioned competitors profile. 

The data is mostly primary gathered from direct open structured personal interviewing of above 

mentioned company`s officials. The second source of data is secondary gathered from official 

company reports, websites, articles and newspapers. The empirical analysis will gguide us to 

answer the crucial sub research question of thesis and will direct us towards the competitive 

landscape of Pakistani telecom market. 

 

6.11.1   PAKISTAN TELECOMUNICATION COMPANY LTD (PTCL) 

OVERVIEW 

PTCL is the largest telecommunications provider in Pakistan. For a very long period of time 

PTCL enjoyed the monopoly in Pakistani mobile market being a state controlled authority. 

But PTCL lost its monopoly status in December 2002 with deregulation of the 

 

                   quality 

                

               price 

 

           User freindly 

 

      Value added services 

 

       network  availability 

 

          realibility of services 
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telecommunications sector. In 2006 PTCL was privatized and now UAE-based Etisalat 

controls the largest stake in Pakistan’s leading operator.  

STRATEGY & RECENT FINANACIAL PERFORMANCE 

Etisalat plans to restructure PTCL's pricing and marketing policies to enhance the operator’s 

competitiveness in the broadband and mobile markets, via Ufone (a subsidiary of ptcl). The 

operator plans to focus much of its attention on its broadband services, preparing to launch 

bundled services such as IPTV so it can become a triple-play operator With WiMAX 

services. PTCL also has plans to launch wireless broadband services. PTCL already has 

25,000 broadband subscribers, and it is confident that by the end of the year, this figure will 

be double. The Etisalat`s first target is to achieve 2.5mn broadband connections, and it has 

pledged investment plans to increase its network coverage.      (www.ptcl.com.pk) 

RESOURCES & CAPABILITIES 

PTCL's subsidiary Ufone is the country’s second largest cellular operator, with over 15mn 

subscribers. Ptcl through u-fone controls 22% share of the pakistani market. During the last 

year, Ufone has seen 5.4mn net additions in its customer base. Facing increasing pressure 

from Pakistan’s third and fourth largest mobile operators Telenor and Warid Telecom, Ufone 

announced another US$150mn network expansion deal with Huawei Technologies. And with 

this deal, Ufone’s network will reach an additional 1,000 cities and highways. the operator 

estimates that by the end of June 2008, its network coverage will consist of 4,500 cities, 

towns, villages and all major highways in pakistan. (www.ptcl.com.pk  and PTA 2008) 

SWOT ANALYSIS 

                    Strengths  

� Etisalat is investing heavy amounts in telecom sector of Pakistan through 

PTCL. 

� PTCL is the only company with presence in all provinces of Pakistan. 

� PTCL has an edge over its rivals due to its very strong infrastructure base in 

vast and far away areas of Pakistan. 

� PTCL still has a monopoly in few segments of market like fixed line 

telephony because of its state owned control for a very long period. 

� PTCL is Country's leading telecoms operator with presence in fixed- line, 
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mobile and internet sectors.  

� PTCL has made large investments on network improvement to stay 

competitive in competitive Pakistani telecom market. 

� PTCL`s subsidiary is performing very well and earning good profits. U-fone 

is still country`s largest cellular company. 

� Introduction of various value added services will lead ptcl to gain competitive 

advantage as it has the resources and capabilities to do that. 

� PTCL is sole and largest provider of WLL service and it is aiming to increase 

its strength and capability further in this sector. 

� Etisalat, (partial owner of ptcl) is likely to increase internal investment, 

especially in mobile and broadband services. 

            Weaknesses  

� PTA (Pakistan telecommunication authority) has ended ptcl`s monopoly in 

various segments of Pakistani telecom market. 

� PTCL is lacking infrastructure to meet excessive demand. 

� Stiff competition and dynamic nature of Pakistani telecom industry has 

resulted in a decline of profits for PTCL as compared to previous years. 

� Ptcl`s fixed-line telephone market is in decline with number of subscribers 

dropping to below 4.6mn during last year.  

                Opportunities  

� Unlike its competitors the reduction in profits is less for PTCL because of rise 

in its WLL market share.  

�  Pakistani mobile market is still unsaturated and growing. According to 

experts it is expected to grow to over 120mn overall by the end of 2010. 

� PTCL can take lead on Pakistan’s growing broadband market by bringing 

down cost of services. As it has the capacity to do it. 

� PTCL has vast infrastructure and real estate assets; these can be used by 

PTCL in its advantage. 
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� PTCL is expanding the long distance and infrastructure side through 

spreading out two SEA-ME-WE submarine cables. 

                  Threats  

� Government of Pakistan is showing liberalism in case of telecommunication 

sector and has opened its policies to award new licensees to new mobile 

service providers. So threat of new entry is high in telecommunication 

sector of the country and will increase further. 

� Ptcl`s rival operators in local telephony, TeleCard and World Call are 

catching on in local market. 

� Religious forces may hinder the activities in few remote areas of Pakistan. 

� Introduction of competition in contracting ILD/DLD markets likely to result 

in price war in telecom sector. 

� Ufone (subsidiary of ptcl) is coming under threat from upcoming mobile 

operators Telenor of Norway and Warid Telecom of UAE. 

6.11.2     MOBILINK   

 Mobilink is a subsidiary of Egyptian telecoms giant Orascom.  It started its operations in 

Pakistan in 1994. Mobilink is Pakistan’s dominant mobile operator, with 28.6mn subscribers 

and a market share of approximately 41%. Operating from its 100% digital GSM based 

network, the operator’s customer base grew by 6.2mn during the 2007, accounting for 28.5% 

of all net additions in customers. That is more than of its rivals. As a result of Pakistan’s 

increasingly competitive mobile market, Mobilink has suffered a decline in market share, 

given that the operator controlled about 50% of Pakistan’s mobile market in June 2006.  

Operating a GSM network, Mobilink provides a range of prepaid (Jazz) and postpaid (Indigo) 

voice, data and multimedia services. As of the end of September 2007, about 98% of Mobilink 

subscribers (just over 28mn) had access to the company’s prepaid Jazz service, with its 

postpaid subscriber base actually falling. 

RESOURCES & CAPABILITIES 

 Mobilink attracted in excess of 11mn, new mobile customers during 2006. During the first nine 

months of 2007, it has added 6.2mn subscribers, and is therefore likely to fall short of last year’s 
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net addition total. Mobilink has some 6,000 cell sites and 63 mobile switching centers, covering 

over 6,000 cities, towns and villages. (www.mobilinkgsm.com) 

 Mobilink, is planning to introduce more VAS (value added services) and differentiate its 

services from its competitors and looking forward to increase its ARPU rates. Mobilink has 

launched personalized ring-tones under the Mobitunes brand, as well as a voice SMS service 

under the name of Bolo SMS. These can allow the operator to increase the proportion of its 

non voice revenue stream. Mobilink has also become the exclusive provider of BlackBerry 

services in Pakistan, giving it a distinct advantage in selling to the corporate market. The 

carrier has also launched a new mobile commerce solution Mobilink Genie, which allows 

subscribers to pay their bills and make other financial transactions. Finally, Mobilink signed a 

contract with Alcatel-Lucent to deploy a WiMAX network, allowing the use of mobile 

broadband services. (www.orascomtelecom.com) and (www.mobilinkgsm.com)  

SWOT ANALYSIS 

Strengths  

� Moblink is Pakistan’s largest mobile operator with 31 million consumer’s 

base. 

� Mobilink is pioneer in providing 100% digital services in Pakistan. 

� Mobilink is provider of two largest brands in cellular industry of Pakistan 

Pakistan, jazz (prepaid) and indigo (postpaid). 

� Mobilink has Largest Call Center in Pakistan, which assists the customers 24 

hours. 

� Mobilink`s financial standing is the strongest amongst its rival in Pakistani 

telecom market. 

� Mobilink is providing state of the art technologies and cutting edge value 

added services to its consumers in Pakistan.  

                       Weaknesses  

� Mobilink is investing heavily in untapped rural market of Pakistan. and as a 

result its ARPU(average revenue per user) is decreasing comparatively. 

� Mobilink`s product packages are relatively high priced as compared to its near 
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rivals in very price sensitive telecom market of Pakistan.  

�  Mobilink is Pakistan’s largest mobile operator, but its market share has fallen 

by 8% to 41% in the last year due to stiff competition from close rivals like u-

fone, telenor and warid telecom.  

                       Opportunities  

� Pakistani telecom market is still un-saturated and untapped. Mobile and other 

telecom services penetration is below 50%. That creates a huge opportunities 

for operator like mobilink to reach out untapped segments of telecom market. 

� There is huge potential for mobilink in providing value added services like, 

black Barry, GPRS, 3G, and IPTV etc to increase its consumer base. Infect it 

is planning to provide these services in cooperation with companies like Nokia 

and Siemens. 

� Moblink is eyeing rural market of Pakistan before it is populated with other 

rivals in market.   

                         Threats  

� Pakistan is a very competitive mobile market with rivals like Telenor and 

Warid Telecom pushing Ufone for second position - all three operators are 

making ground on Mobilink. Mobilink needs to maintain investment 

programme in its infrastructure, despite fall in market share in order to hold 

off rivals. 

6.11.3   WARID TELECOM 

Warid Telecom is a joint venture between UAE based Abu Dhabi Group & Singapore based 

SingTel Group. Both parties formulated a strategic alliance in July 2007. As a result of this 

alliance telecom giant SingTel acquired 30% percent equity stake in Warid Telecom, Pakistan, 

for US$758 million. This partnership is part of a strategy to support Warid Telecom’s continued 

growth and to enhance its market position (warid 2008). 

STRATEGIES, RESOURCES & CAPABILITIES 



69 

 

Warid Telecom of UAE is imporrant player in growing Pakistani telecom market. Warid telecom 

has captured more then 11mn customers in first two years of its operations. Warid telecom is 

competing with u-fone and telenor for second position in market. But currently it’s ranked fourth 

with 17% market of Pakistani market. (www.waridtel.com) and (PTA 2008) 

Stating with its strategies and expansion plans, Warid Telecom has signed a loan agreement deal 

of US500mn to finance its EDGE-compliant mobile network expansion to retain its customers in 

a highly competitive market. 

Now Customers will be gained and retained in Pakistani market on the basis of value added 

services and customer satisfaction. And in an effort to do so Warid telecom has taken following 

steps: in February 2007, it launched its ‘Talky’ Voice SMS service. In April 2007, Warid 

announced that it will almost double its texting capacity with Intelligent SMS routing from 

Telsis. Warid Telecom has signed an agreement with UK-based ROK Entertainment in 

September 2007 to provide streamed mobile TV. Furthermore Ericsson has announced a new 

three-year managed services agreement with Warid. The Swedish company will manage the 

operation of Warid’s GSM/GPRS network.  Warid is about to sign a new agreement with Ericsson 

that include network optimization services, to ensure the quality of the warid’s network. Finally, 

in 2008 it introduces following value added services to stay competitive (voice craze package, 

black berry and customer delight service).  (www.waridtel.com)  

SWOT ANALYSIS 

Strengths  

�  Warid telecom has a customer base of more then 11mn in just two years for 

its operations. 

� A great advantage for warid telecom is its alliance with SingTel which has 

enabled it to use its partner`s resources and capabilities to strengthen its self 

in Pakistani market as a strong contender. 

� Warid has a strong network of more then 257 franchises and 80,000 retail 

outlet country wide. 

� Warid telecom has large postpaid customers then its immegiate rival that 

creates high ARPU for it. 
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� Abundant availability of latest telecom technologies and knowledge due to 

strategic partnership with SingTel.  

                     Weaknesses  

� Warid telecom has to improve its brand awareness and it has to improve its 

market positioning as telenor its immediate rival is performing very well in 

this field. 

� Warid telecom`s growth rate is low as compared to its nearest rivals u-fone 

and telenor. Both competitors have shown more net addition of customer 

then warid telecom. 

� Warid telecom is lacking well designed, effective and aggressive marketing 

strategies as compared to its rivals.(one reason of low customer addition) 

� Pakistan telecom authority has critiqued Warid Telecom’s network coverage 

and its quality of service at the time of heavy customer traffic.   

                     Opportunities  

� Like its rival warid telecom should be eying vast rural market of Pakistan. 

� Strategic partnership with SingTel will enable operator to think above 

horizons.  

� Mobile TV service agreement with ROK Entertainment provides the warid 

telecom with an entry to WVAS market.  

                      Threats  

� Pakistan is a tightly netted and competitive mobile market, where both other 

players u-fone and telenor are competing each other for 2nd position. And 

competition is very stiff for warid to stay ahead or go along with them. 

�  Warid telecom has to consolidate its position in the Pakistani market as 

Telenor, its main rival in terms of market share looks to enhance its own 

investment programme. 
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� De-regulation policy and liberalization of telecom sector has opened the 

doors for new players to enter into Pakistani telecom market. 

 

6.11.4    ZONG, CHINA MOBLIE PAKISTAN 

Zong, formerly known as Paktel is first international brand of world` s largest mobile company 

“china mobile”, that is launched in Pakistan under the banner of china mobile Pakistan. China 

mobile Pakistan is 100% owned subsidiary of china mobile. CM Pakistan started its operations in 

Pakistan in 2007. 

STRATEGIES AND RESOURCES 

 Initially CM Pakistan has invested 700mn dollars into its operations in Pakistan. But it has plans 

to invest further 800mn dollars into Pakistani mobile market to cater the needs of heated 

Pakistani mobile market. Recently CM Pakistan has awarded network expansion deals to 

Alcatel-Lucent and Chinese manufacturers Huawei Technologies and ZTE. CM Pakistan is 

aiming to gain customers comprehensive network coverage, voice and data services and low 

product prices. In doing so china mobile will have to face the intense competition from nearest 

rivals telenor and warid telecom. (www.chinamobileltd.com) and (www.zong.com.pk)  

SWOT ANALYSIS 

                                  Strengths 

�  Zong has a very strong customer bases since staring its operations in 

Pakistan and showing healthy signs of growth. 

� It has gain market share of 35% during first 4 months of 2008 thus 

becoming Pakistan fastest growing operator. 

� Zong can leverage its strategies with resource and capacities backing of its 

parent company china mobile. 

� One of the great strengths of zong is its clearly differentiated value added 

services compared to its rivals. 

� Zong is offering products with customer focus and satisfaction. 

� Zong is getting customer`s attention with innovative products and services. 

                          Weaknesses 

� Like all other major rivals zong is re-investing in it’s infra structure to stay 
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competitive in Pakistani market. 

� Zong is lacking very strongly in media and advertising campaign to its 

competetors. 

� Zong is showing low ARPU rate. 

                         Opputunities 

� 60% of rural population is still un-served and that market offers the 

opportunities for expansion. 

� Growth in mobile market is likely to continue with telenor and warid are 

expected to push the market penetration over 50%. 

� Mobile number portability will make market more competitive. 

                         Threats 

� Brand presence and strong presence of competitor’s brands (jazz, talkshalk, 

indigo). 

� Zong`s competitors have very strong base of resources and capabilities as 

majority of them are strategic alliances or wholly owned subsidiary. 

6.11.5   TELENOR 

Telenor is subsidiary of telenor ASA, a Norwegian telecom operator. Telenor launched 

mobile services in Pakistan in March 2005. Telenor aims to invest around US$1bn by 2013 

towards the development of its network. The consumer base of telenor is more than 12 

million at the end of year 2007, showing a growth rate of 200%. Currently in just tow years 

its share in Pakistani telecom market is 18% (telenor 2008).  

RECENT FINANCIAL PERFORMANCE 

Announcing its financial result of 2007, Telenor Norway was able to highlight Pakistan as a 

success story. Revenues for the first nine months of the year nearly tripled to NOK2.4bn in 

spite of operating in an extremely competitive market. Even more good news for the operator 

is that it’s earnings before tax for the first nine months of the year was NOK206mn, compared 

with a negative earnings of NOK280mn in September 2006, caused by Telenor’s heavy 

investment programme. Telenor Pakistan is still showing an operating loss, NOK292mn for 

the year 2007, but it is likely to be much less than the NOK777mn loss that was at the end of 

2006. Capital expenditure continues to grow, as Telenor builds on its network, spending 
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NOK2.7bn in 2007. And the operator’s monthly ARPU continues to decline to just NOK25 by 

September 2007, down by 7%. With 99% of its subscribers prepaid, this low ARPU is not 

surprising, which is due to lowering prices and an increasing amount of packages (such as 

Friends & Family). (www.telenor.com) and (PTA 2008) 

STRATEGIES & CAPABILITIES 

In February 2007, Telenor announced with Nokia the extension of their GSM agreement so that 

the Finnish company will supply Telenor with over 2,000  Base stations, with a new focus on 

extending its operations to North-West  Frontier Province, Pakistan Administered Kashmir and 

the country’s northern regions, including Islamabad. In April 2007, Telenor launched mobile TV 

services, enabling customers to watch live TV including local and international channels on their 

handsets. This service is delivered on the operator’s GPRS/EDGE platform. In September 2007, 

Telenor announced the opening of its network operations centre, which will enable the 

pinpointing of outages anywhere across the operator’s network. Quality of services is high on the 

carrier’s agenda, especially at a time when the Pakistan telecom authority is determined to 

improve customer satisfaction in Pakistan, something that was ignored before during the 

intensification of competition. (www.telenor.com.pk) 

SWOT ANALYSIS 

                    Strengths  

� Telenor is fastest growing mobile and telecom operator in Pakistan. After 

establishing its operations in Pakistan in 2005, it has attracted more then 12 

million subscribers showing a growth rate of 200%. 

� Telenor has very strong presence and support form its parent company which 

is among the top ten mobile services providers of the world. 

� Telenor is placed 3rd at the moments with market share but it is a serious 

challenger to current second place holder u-fone (subsidiary of PTCL). 

� Telenor has show very strong financial performance in its two years of 

operation with revues more than 2.4 bnNOK. 

                    Weaknesses  

� Telenor is relatively a new entrant in Pakistani telecom market, so it has a 

relatively less experience of local Pakistani business myths. 
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� Telenor`s network coverage is less strong as compared to its two top rivals 

mobilink and u-fone. 

� Majority of telenor consumers are pre-paid consumers. And currently it is 

seeing a decline in its ARPU (average revenue per unit) about US$4.5, due to 

stiff competition and reduction in tariffs by other rivals. 

� Telenor is fastest growing company in Pakistan. But still its customer base is 

not growing with the same pace as it was during first year of its operation.  

�  Net addition of customers for telenor during the third quarter of the year 

2007 were (1.9mn), although up on the last quarter, but still unable to 

replicate the heights of the first quarter of the year 2007, when there were 

2.4mn net additions. 

              Opportunities  

� Telenor can exploit the potentially un tapped rural market of Pakistan more 

effectively and efficiently, as it has the financial resources to invest heavily in its 

infrastructure expansion. 

� Telenor can have competitive advantage by providing innovative value added 

services.  

� Launch of mobile TV services presents chance for telenor to increase non-voice 

revenues as compared to competitors.  

             Threats  

� Competitive and dynamic nature of Pakistani telecom market always keep a 

threat on telenor for sustaining its position as warid telecom is giving tough 

competition for 3rd place. 

� Entry of new rivals like china mobile and singtel. 

� Despite of abnormal revenues, currently telenor is facing operational losses, 

because of investing heavily in its infrastructure to reach out mountainous 

northern regions, deserts of south and rural market of Pakistan.  
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6.11.6  TELE CARD 

Tele-Card is Pakistan’s leading privately-owned payphone operator, and is publicly listed on 

the Karachi and Islamabad Stock Exchanges. Its WLL payphone network currently covers 

100 cities and towns, using more than 225 cell sites and three switching centers in Karachi, 

Islamabad and Faisalabad. In 2004, Tele-Card acquired licenses to offer fixed local loop 

(FLL), WLL and ILD/DLD services. In the key WLL auctions from government, Tele-Card 

obtained licenses in all 14 regions, including nine in the key 1.9GHz range and 3.5GHz 

spectrum in all regions, at a total cost of PKR3.12bn. By the end of September 2007, Tele-

Card had more than 430,000 subscribers to its WLL network, accounting for annual growth in 

its customer base of 73%. (Pakistan telecom authority 2008) 

STRATEGY 

Company’s strategy is to capitalize on existing WLL investments to maximize its lead over other 

new entrants, while providing ILD services with a focus on captive traffic generated by its 

payphone and WLL customers. Tele-Card hopes to enter Pakistan’s mobile market through the 

use of a CDMA network. This will not effect its growth in the WLL segment. Currently Tele-

card is providing payphone and WLL services as well as ISP services. And it aims to become a 

truly integrated telecom player. As its GO, CDMA, WLL service provides voice, data and 

internet services. 

RECENT FINANCIAL PERFORMANCE 

For the year ended June 30 2006, Tele-Card recorded revenues of PKR2.56bn, an increase of 

6%. These results fell below Tele-Card’s expectations and caused a substantial decline in 

profits, the operator is actually recording a net loss for the fiscal year 2007 of PKR56mn. 

Intense competition in Pakistan’s WLL market forced the operator to reduce its tariff. 

However, Tele-Card has seen a 95% increase in network traffic growth. (www.telecard.com)  

 

SWOT ANALYSIS 

                Strengths  

� Tele-cad has Licenses for fixed local loop, WLL and DLD/ILD services. 

� Tele-card has existing CDMA network of wireless and wire-line payphones. 

                 Weaknesses  
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� Network development and expansion requires further substantial investment 

from Tele-card. 

� Tele-card has recorded a net loss of PKR54mn for fiscal 2006, mainly caused 

by the operator’s tariff reduction due to stiff competition.  

� ILD market due to stiff competition is already showing signs of contracting. 

That is not a healthy sign for operator like Tele-card.  

                  Opportunities  

� Potential buyout by as yet unnamed Asian telecom operator could see 

a much-needed increase in investment for Tele-card.  

�  Existing payphone user base provides initial market for long-distance 

services for Tele-card 

                        Threats 

� Introduction of competition in contracting ILD/DLD markets likely to result in 

price war among the major rivals in telecom market.  

� Fast expanding mobile market will provide competition for new 

subscribers. 

                                Competitor`s analysis- Pakistani telecom market 2007-08 
 

Company name Ownership Market 

PTCL Etisalat Fixed line telephony (domestic, 
international), data, internet 

Mobilink Orascom telecom (100%) Mobile 
U-fone PTCL (100%) Mobile 
Telenor Telenor ASA (100%) Mobile 

Warid telecom Abu Dhabi group, SingTel Mobile 
China mobile Pakistan China mobile (100%) Mobile 

Tele card Gates international (20.46%) 
International communication 

group (7.32%) 
Arfeen international (4.07%) 

Local telephony 
WLL 
DLD 
ILD 

  Instaphone Arfeen group Mobile 
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Source: Pakistan telecommunication authority 2008 

 
 

Competitor`s share in Pakistani mobile market 
 

                                                                                  Source: Pakistan telecommunication authority 2008  

 

Ner customer addition by leading competitors 
 

Source: Pakistan telecommunication authority 2008 

 
 
7.1 KEY SUCCESS FACTORS 
On the basis of the analysis in the previous sub chapters I will summarize the most essential 

abilities an MNC needs in order to enter successfully into Pakistani telecom sector and prosper 

there-the key success factors. They are formulated in the figure below as indicated in theoretical 

framework 

 

Key success factors for Pakistani telecom market 
 
 

 
            OPERATORS   

 
NO OF SUBSCRIBER (mn) 

 
   MARKET SHARE (%) 

Mobilink 28.572 40.8 
                 Ufone 15.421 22.0 

Telenor 12.578 18.0 
Warid telecom 11.867 16.9 

CM  Pak 1.233 1.8 
Istaphone 0.337 0.5 

Total 70.008 100 

OPERATORS  NO OF NET ADDITION 
(mn) 

MARKET SHARE (%) 

Mobilink 6.197 28.5 
Telenor 5.917 27.2 
Ufone 5.404 24.8 

Warid telecom 4.252 19.5 

Total 21.77 100 

Industry analysis 
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                 Competitor`s analysis                                                              customer`s analysis 
 
 
 
 
 
     

� Appropriate market entry strategy (mergers, alliances) 
� Clear product differentiation  
� Focus on price, quality & services 
� innovative marketing strategies 
� Acquire local business knowledge & myths 
� Customer satisfaction 
� Re-investment in telecom infrastructure 
� Compete on  providing better value added services 
� Keeping eye on competitor`s strategies 

 
                       How an MNC should perceive Pakistani telecom sector 

 
 

 

 

 

 

 

 

 
 
 
8.1    THEORATICAL CONCLUSION 

Starting with my conclusion, anticipated strategy for MNC must include adjustments of its 

resources and capabilities to the opportunities those arise in its external environment to gain 

competitive advantage over rivals in a targeted market (telecom). An equilibrium maintenance is 

required in MNC`s external and internal environment based on its resources and capabilities in 

The trend is Convergence 

The platform is IP & telecom technologies 

The strategy is Alliances & mergers 

The focus is value added services 

The future is Mobile communication & commerce 
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order to achieve desired level of profits, as the concept of internationalization and de-regulation 

have exerted competitive pressure on global as well as local industries/markets. 

Lately MNCs are focused on expanding their operations in foreign markets particularly 

developing markets. The reasons behind this strategy shift are phenomena’s like globalization, 

benefits of out sourcing, competitive developed markets in terms of high labor cost and low 

profit margins, attractiveness of developing markets in terms of huge potentials of growth and 

profitability.  But MNCs have to keep in mind very important factor, uncertain and ever 

changing nature of these developing markets needs unique strategies and tools rather then 

traditional ones. 

Tapping into developing markets can provide MNCs with access to a fast-growing population 

that is potentially the most exciting growth opportunity of the future (Hart and Christensen, 

2002).  Although increasing number of companies are exploring the economic opportunities in 

the developing countries, there has not been lot of research on this topic (London and Hart, 

2004, Hoskisson et al., 2000). 

Historically, Research in developing countries has been mainly explorative (Hoskinson et al. 

2000, Wright et al, 2005) and research on theory analysis is also very confined. In This thesis 

paper we have studied different theoretical perspectives for strategy research in developing 

economies namely: institutional and resource-based as general frame work further accompanied 

by consumer and competitors analysis models by peter, Olsson and grant. Among the theories 

examined, institutional theory and resources based view with its emphasis on resources and 

capabilities seems to be the most prominent in explaining strategy formulation in developing 

economies. It has dominated the studies recently (Wright et al, 2005). 

Critics on institutional theory say, it is still more of a perspective than a complete theory in 

explaining strategic choices in developing economies (Peng 2003). Institutional theory has 

demonstrated that both formal and informal institution matter in strategic context but the details 

are still largely unexplained. One of the main drawbacks of the institutional theory is a lack of 

coherent model or framework in explaining firm performance and strategy. In this perspective 

the “institution-based view” presented by (Peng 2002) is not yet a comparable theory with for 

example, resource-based view, which explains a organization will go for similar strategies when 

its main concerns are market entry, market selection and product positioning.  
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According to resource based view, an organizational success lies in understanding its resources 

and capabilities that provide basis for two fundamental things (Robert grant 2007): 

� Choosing most appropriate strategy based on organizational strengths and abilities. 

� Development and maintenance of organizational resources and capabilities in long 

run.  

Nevertheless, institutional theory has been successful in explaining some phenomena’s in 

developing economies, such as the importance and nature of managerial ties (Peng and Luo, 

2000) and diversification strategies (Khanna and Palepu, 1997; 2000). Finally I will conclude 

my theoretical conclusion with emphasizing on following crucial facts: 

� Developing economies i.e. Pakistan require different analytical tools in terms of 

marketing (Arnold & quelch, 1998), in terms of entry modes (Meyer & estrin 2004), and 

in terms of understanding the particular formal and informal institutions (Wright et el 

2005). 

� In developing countries i.e. Pakistan markets emerge with the passage of time, and 

institutional theory becomes most relevant theoretical framework coupled with resource 

based view with their emphasis on institutions and resources and capabilities. 

� The term developing economies suggest a process that takes place over a considerable 

period of time. And MNCs should adopt market based strategies at different times and 

rates because institutional factors also change at different times and rates.  

� Existing research on growth strategies of the MNCs suggest that, there are typically 

three growth strategies namely, generic expansion, mergers & acquisitions and /or 

network and alliances (penros1959, williamson1985). The concern of this thesis is with 

last two growth approaches (M & A and alliances). Work on MNC`s growth in 

developing economies highlights the institutional pre-requisites’ that support each of 

these growth strategy.  Based on institutional based view of business strategy, mergers & 

acquisitions require functioning strategic factors market and developing networks. 

whereas alliances require building trust and mutual understanding among partners. The 

institutional framework supporting the first growth strategy is formal one and second 

growth strategy is informal relying on interpersonal relationships (peng 2000).  

� Many competitive advantages in developing countries are based on network 

relationships and close business-government ties. Variations in the institutional context 
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of developing country (Pakistan) require necessary changes in MNC`s asset structure 

and orientation, as these challenges should be met with new resources. 

� An MNC must adjust its competitive stance, explore market potential and uncover the 

relevant entry strategy to acquire operational success. 

� Beside above mentioned factor,  a  refined business model should be evolved that do not 

rely only on government lobbying and generic investment strategies. Furthermore, 

examination of dynamic capabilities, such as ability to learn continuously (lei, hit and 

bettis 1996) and knowledge- based view of the firm (Conner & prahalad 1996) should be 

given top priority. The concept of knowledge base is more the analyzing data with tools 

of information technology, it has linkage with the concept of organizational learning, 

that is very crucial for an organization when deciding to enter and establish a foreign 

market. 

� Knowledge based view compliments the resources based view by considering the firms 

as a set of knowledge assets and these assets are deployed with a view to create value for 

firms. 

� An MNC can adopt the following generic growth strategy for gaining competitive 

advantage; during first phase of expansion plane it can follow network based strategy by 

engaging itself into joint ventures and strategic alliances. Where as when MNC has 

entered target market it can follow market based strategy by engaging itself into mergers 

and acquisitions,         

 

 

 

Strategy model for Pakistani mobile market 

                                                    Institutional environment 
                                                       In Pakistani telecom  
 
           

                                                    First transition phase 

Network based strategy 
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                                                                                               Weak institutional forces 
 
 
 
                          
                               Alliances                                                joint ventures 
 
                                       
                                                   
                                                   
                                                    
                                                     Second transition phase 
 
 
                                                                                             Strong institutional forces 
                                                                                                     
 
 
 
 
                                 Mergers                                                   acquisitions   
 
 
 
                                                 Knowledge base-view of firm 
 
 
 
 

9.1   EMPIRICAL CONCLUSIONS 

Having formulated the key success factors and analyzing in details the external environment on 

telecom market, we can make an evaluation of the most appropriate form of market entry 

approach .On the basis of theoretical framework and empirical studies analysis, two different 

modes of entry have been suggested to MNCs which are namely mergers & acquisitions and 

joint ventures.  Reasons fore selecting these entry modes are given below:  

 
 
 
 
 
 

Analysis of pakistani telecom  

                   industry 

Competitors analysis Consumer analysis 

Market based strategy 
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� JOINT VENTURES & ALLIANCES 
� MERGERS & ACQUISITIONS 

 
 
Factors to take into consideration before entering through entry modes 
 

 

 

 
 

 

9.1.1   Joint Ventures and strategic international alliances 

Based on the theoretical conclusion and empirical findings first choice for MNCs in Pakistani 

telecom sector is joint ventures and international alliances, to exploit the initial phase of entry 

when local institutions are relatively weak and in favorable position.  In these types of entry 

modes although the control of the mother company (MNC) is generally lower, but it is an 

approach that will facilitate MNC in managing effectively the cultural, legal and other 

differences prevailing in Pakistani environment. The specific culture, customer behavior and 

existing corruption in Pakistan make the assistance of a local partner a suitable way to handle 

the operations at initial stages of market entry. 

An MNC can achieve five objectives in joint venturing/ strategic alliances with local players in 

Pakistan namely: risk/reward sharing, technology sharing, joint product development, 

understanding local business myths and conforming to government regulations.  

The key issues to consider while joint venturing/strategic alliances in Pakistan are namely: 

extent of ownership between partners, control over business operations, duration of agreement, 

Key success factors 

Market entry mode 

Present telecom industry situation 

Growth potential of telecom industry 

Copmetitive landscape of  telecom industry 
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pricing strategies, extent of technology transfer, local partner`s capabilities and resources, 

government intentions about telecom market, government & telecom industry regulations and 

legislations, Performance ambiguity of local partner, cultural changes and finally how and when 

to terminate the relationship.   

9.1.2   Mergers & acquisitions  

Mergers and acquisitions are presented here as an alternative to joint ventures. This entry mode 

strategy can be applied when MNC has approached to its second phase of entry into Pakistani 

telecom market and institutional forces have become relatively stronger. An MNC can exploit 

this entry mode into Pakistani telecom sector from three perspectives. 

� Firstly, mode of entry in a Pakistani telecom market, 

�  Secondly, as a tool for learning Pakistani culture, norms and taboos. 

� Thirdly, as a value-creating strategy to stay competitive in a very competitive Pakistani 

market. 

Cross-border mergers and acquisitions (M&As) have gained in popularity over the last few 

years in Pakistani telecom sector. They have also been driven by the development of new 

telecommunication technologies in telecom market.  

Reasons  for mergers and acquisitions in Pakistani telecom sector 

� The deregulation of the Pakistani telecom industry has tempted telecom companies to 

provide bundled products and services, especially with the ongoing convergence of the 

telecom market. The acquisition of additional products and services could be a profitable 

move for upcoming telecom providers in Pakistani scenario. 

� Import barriers on some sensitive equipment used in telecom sector in Pakistan.  

� Large cultural distances among different regions of Pakistan. 

� Assets cannot be priced fairly in Pakistan due to weak law enforceability.  

� High sales and profit potential in telecom sector which is growing with tremendous pace.  

� Unstable and unreliable political system in Pakistan. 

�  Local partner can provide skills, resources and distribution network etc.  

� Combines resources of two partners, MNC and its Pakistani partner can yield anticipated 

results more effectively. 
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� Comfortable ground will be available for learning local myths and taboos through 

mergers and acquisitions.   

�  MNC will be viewed as insider, if merged with local Pakistani company.  

� Less investment will be required by MNC for opting mergers & acquisition as entry 

mode. 

Following facts will support my argumentation of choosing for M&A and joint ventures as a 

mode of entry in a Pakistani telecom market. 

� Strong local players World call and Instaphone are looking for partnerships. 

� World call, one of the leading companies in telecom market needs about USD 16 million 

just for implementation of its WiMax project. 

� Instaphone is looking for partners for construction of its digital mobile network. They 

are in search of investors for couple of other developmental plans as well. 

� The Pakistan telecom market is on the radar screen of major industry players. Warid 

Telecom is in the process of negotiations with Vodafone of England for selling specific 

portion of their shares in Warid telecom of Pakistan. 

�  Major deals like The China Mobile, ACT consortium and Orascom takeover happened 

in Pakistani market in 2007. 

� In 2006 the government offered for sale 26% of PTCL shares. The largest telecom 

operator in Pakistan. Which were acquired by emirates based Etisalat telecom. 

� Acquisition of WOL (world on line…local strong ISP) by orascom. (Egyptian telecom 

giant). 

� Two top Chinese telecom equipment firms have announced their plans to collaborate 

with Pakistan: Huawei is working with UET (university of engineering & technology) 

Lahore and ZTE will setup R&D center in Islamabad. 

 

Key acquisitions in Pakistani mobile market 

 

Foreign company 

Acquiring shares 

 

Local company 

Selling shares 

 

Shares acquisition 

(%) 

 

Amount paid 

(US $ mn) 
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Sing tel Warid telecom 30% 758 
China mobile Paktel 100& 477 

Orascom Mobilink 11.31% 290 
Omantel World call 60% 220 

Qtel Burraq 75% 12.3 

 Source: Pakistan telecommunication authority 2008 

            

               An overview how strategic alliances can work in Pakistani telecom market 

             Broadcasting companies + access providers =     IPTVs 
           network operators + content providers =   hosting and distributed content delivery 
           mobile operators + banks + software houses =    mobile E-payments 
           fixed line operators + broadcasting companies =     voice services via TV networks 
           mobile operators + financial companies =   E-payments solutions 
           energy companies + xSPs = power line internet access 
                                    
                                                 source: national university of computer and emerging sciences,  www.nu.edu.pk                                                                 

 

10.1     Recommendations  

Here I will provide topic specific recommendations mainly relating to marketing and advertising 

that MNCs should take into consideration after entering the Pakistani telecom sector. 

� Building local capacity is the most important factor for an MNC in Pakistani telecom 

sector. 

� Substantial knowledge and technology should be transferred to local partners by MNCs 

to achieve sales and profit goals. 

� MNCs should make things practical. They shouldn't offer complicated mobile packages 

or other very sophisticated products. Because literacy rate in rural areas is not as high as 

in urban areas. Everything they offer should be easy to understand and use.  

� There should be different product packages, catering different market segments like 

upper and middle class of consumers.etc. 
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�  Product Price is a very crucial factor in Pakistani mobile industry, as share in market 

can be gained and lost on it, so prices should also be according to the affordability of the 

customers. 

�  MNCs should try to provide their services in maximum and far away locations as 

majority of Pakistani population lives in remote rural areas. Network expansion is very 

important factor. 

� An investment in telecom infrastructure is also a key area of getting abnormal profits. As 

telecom imports are increasing day by day in Pakistan. 

� Pakistan is still an unsaturated market and with the falling cost of handsets there are 

plenty of new subscribers to compete for, especially in the rural areas of Pakistan. 

� The quality and aggressiveness of the advertising campaigns will lead to gain in market 

share for upcoming MNCs. the market segments MNCs should be targeting include:  

� huge consumer base of Pakistani youth. 

�  Business users (due to the their higher average revenue per user) 

�  first-time subscribers in remote and rural areas 

�  Previously ignored segments, for instance housewives and women. 

� Differentiated promotional strategies should be used, meaning traditional ways of 

promotion as well as modern and dynamic ways. The ads should be creative, vibrant and 

colorful, conveying a sense of excitement and empowerment.  

� With millions of person using the Internet to search for products and services, MNC can 

penetrate Pakistani market at a fraction of the cost of traditional marketing methods. 

Websites can act as virtual storefronts, allowing MNC to stay open 24/7. Internet 

Promotion gives a business greater visibility, thereby creating more opportunities for 

increasing its customers at relatively low cost. Never before has it been easier for an up 

starting business to be able to reach out to literally millions of potential customers and to 
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position itself for success, without the need for costly infrastructure and overwhelming 

marketing costs. 

� Everything set out to do should work, or if it doesn't, strong customer care should be 

there. Concentration should be on delivery, not on over promising, and there should be 

actions not words like what normally happens in Pakistan.  

� MNCs should be creative in their way of doing business because there is fierce 

competition in Pakistani telecom sector. They should strive to bring energy to the things 

they do.  

� MNC will have to acknowledge and respect local cultures in different regions of 

Pakistan. (concept of social embededness) They can not impose one formula worldwide. 

They should be part of local communities wherever they operate in Pakistan. This is a 

very good way of earning loyalty of Pakistani customer. 

� Corporate social responsibility is another very crucial factor in modern day strategy 

making. MNC should recognize and fulfill his responsibility towards host country 

(Pakistan). They should contribute to worthy causes and development and progress of 

the society. This can be achieved by initiating and participating in local awareness 

programmes like: child labour elimination, poverty reduction, educating society, better 

health care facilities etc. another best way to integrate into local culture is by promoting 

local festivals which run throughout the year in Pakistan. 

� there should be a strong presence not only in the domestic events and shows in Pakistan 

but importantly the international scenario should not be ignored as well, as these types of 

events amplifies company’s image in the eyes of local public and customers.  

� Customers should be core strategy of MNC. As Customers place their trust and 

confidence in companies. In return, they anticipate their needs catered, services 

delivered, quality and values beyond their expectations. 

� Communicating with key individuals to positively influence legislation and regulation is 

very important in Pakistani business culture in general. 
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By following above mentioned recommendations a large and growing telecom  market with 

150 million consumers and  growing incomes can be taped to maximize profits and to gain 

visible market share. 
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     Appendix 3 
 

Emerging economies 

Asia: 

Bangladesh, China, India, Indonesia, Korea, Malaysia, Pakistan, Philippines, Sri 

Lanka, Taiwan, Thailand, 

Europe: 

Albania, Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, 

Croatia, Czech Republic, Estonia, Georgia, Greece, Hungary, Kazakhstan, 

Kyrgyzstan, Latvia, Lithuania, Macedonia, Moldova, Poland, Portugal, Romania, 

Russia, Slovakia, Slovenia, Tajikistan, Turkey, Turkmenistan, Ukraine, 

Uzbekistan, 

Americas: 

Argentina, Brazil, Chile, Colombia, Ecuador, Jamaica, Mexico, Peru, Trinidad 

and Tobago, Venezuela 

Africa and Middle East: 

Botswana, Cote d’Ivoire, Egypt, Ghana, Israel, Jordan, Kenya, Mauritius, 

Morocco, Nigeria, Saudi Arabia, South Africa, Tunisia, Zimbabwe 
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