26/07/2010:- Turning BSNL around: Systemic changes hold the key

The hunt is on for a new boss at Bharat Sanchar Nigam Ltd (BSNL) as Kuldeep Goyal, the present chairman and managing director (CMD), lays down office on July 31. 

BSNL has been in news for a number of reasons, which are a matter of concern for those who have worked and seen BSNL’s remarkable growth, from being a 145-year-old government department to a telecom company making profits of nearly $2 billion and registering growth of more than 60% in the period intervening till 2008. Significant growth and profits were earned during the tenure of the current CMD.

Back in 2004-05, BSNL was poised to become the number one in both fixed line and mobile segments, though in the last three years it has seen a decline in profits and a migration of fixed line customers, because of which it has now slipped to the fourth position among telecom operators.
But it stands to the credit of BSNL that it brought the mobile revolution to rural India. Indeed, it was the first mobile company to grow in the rural areas, which were left uncovered by the existing mobile telephone service providers who considered this more of an urban requirement. 

Indeed, it also goes to the credit of BSNL for bringing other operators, such as Airtel, Hutch (now Vodafone), Tata and Reliance into this market.

One can remember the change in the advertising campaigns from the glossy five stars to that of poor people talking to their dear ones on a mobile phone. The most remarkable was perhaps the chaiwala in a barber shop talking to his brother in Dubai.

It goes to the credit of the telecom companies in India to establish the mobile phone as an instrument of economic and social transformation of rural India. Mobile phones have sure helped cover some of the gaps in infrastructure, such as power and roads.

BSNL could have become the number mobile service provider, especially during the phase when telephone demand shot up to 10 million per month, a number larger than the total telephones existing in a number of European countries. However, it could not procure equipment or provide new connections to its customers, who out of sheer desperation moved to other service providers.  It won’t be proper to put the blame on any one individual. The root cause was the systemic failure arising out of the procedures, excessive accountability and enquiries bringing in the vigilance angle into every purchase and decision-making.

Imagine a company of the size of BSNL not being able to place purchase orders for its expansion for almost three years in an exploding mobile market. Little wonder it was left far, far behind by the competitors.  The BSNL customers also moved from fixed line telephones to mobiles, especially the middle class customers who acquired mobile connectivity for every member of the family and felt the additional expenditure on fixed line phone could be done away with.

BSNL tried to save the situation by an aggressive media campaign. They engaged actor Preity Zinta as the brand ambassador. In one of the ads, she rejects the prospective bridegroom saying she will not marry into a family that doesn’t have a fixed line phone. Despite this powerful message, customers kept moving out of fixed-line connectivity.

Of late, there have been suggestions to effect a change of leadership at the top to rescue the situation. Some feel the company can regain its position of eminence by hiring an executive from the private sector with a proven track record to head it. Such an experiment has already been made at Air India, but to no avail.  Air India’s story is similar to that of BSNL. The company could not purchase aircraft for almost 10 years. At a time when most airlines across the world were buying new aircraft, Air India was flying a 20-year-old fleet, facing serious operational problems.

Indeed, it is the same story for all the PSUs, which suffer from the problem of excessive control and accountability.  The new thinking of changing the top management without bringing about basic systemic changes is not going to bear fruit, even if the government were to bring in the Big B himself, or someone as eminent. If anything, it will create a feeling of heartburn and humiliation for the management who had taken up the challenge and delivered despite the difficulties, controls and constraints, and for a paltry compensation.
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