	BSNL begins to bleed, sees a loss of Rs 2,611 cr in FY10
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	NEW DELHI: State-owned Bharat Sanchar Nigam (BSNL) may have begun its march on the road to ruin after plunging into losses for the first time last 

fiscal, as bureaucracy and trade unionism cripple business plans. BSNL’s accounts show a loss of Rs 2,611 crore for the year ended March 2010, from a profit of Rs 575 crore, in 2008-09. Its revenues fell 7.9% to Rs 32,966 crore, documents available with ET show. The company is yet to officially announce its financial results. 

“The government has run this company to the ground as the telco’s board was never allowed to govern,” said BK Syngal, senior principal at Dua Consulting, and former chairman of Videsh Sanchar Nigam, another state-run telecom company that was sold to the Tatas. “Rather, BSNL was run from Sanchar Bhavan,” the building in which the telecom ministry bureaucracy is seated. 

The loss is despite receiving Rs 2,600 crore as grants from the government to subsidise the landline business and Rs 3,080 crore as interest from bank deposits, according to documents. 

The loss has been precipitated by a salary revision, effective 2007, where arrears have to be paid till March 2010. the revision added to its cost by Rs 3,800 crore . “We are awaiting DoT’s clarification if the arrears in wages should be included as part of our financials in 2009-10,” said Kuldeep Goyal, chairman of BSNL. “If that happens, then the balance sheet will be under pressure. If it is not included, we will declare profits.” 

BSNL, once a monopoly in domestic telephony, has been deteriorating in financial performance over the years as it could not expand on time. Its business plans were thwarted at various levels of bureaucracy under influence from different quarters. It could not compete with the nimble-footed private mobile phone firms such as Bharti Airtel which were taking decisions quickly. 

The only phone company that had a pan-India presence a decade ago could not buy equipments required to serve the growing market, where customer additions by private companies were running to millions a month. 

BSNL’s initial tender for 63 million Global System for Mobile Communications (GSM) in 2006 was slashed to 12 million by telecoms minister A Raja. Its follow-on tender for 93 million GSM lines, the world’s largest equipment order, was cancelled after a series of controversies, even as rivals such as Bharti, Reliance Communications and the Tatas expanded to feed the expanding customer base. 

The government fell back on technocrat Sam Pitroda who laid the foundation for the telecom revolution nearly a quarter of a century ago, to revive the flagging fortunes of BSNL. Mr Pitroda gave a set of recommendations which appear to have fallen on deaf ears. 

The Pitroda panel, which had banker Deepak Parekh and the telecom secretary PJ Thomas as members, suggested a strategic stake sale, cut the 3 lakh staff by a third, and sell 30% of the company in an initial share sale. 

With the trade unions opposing job cuts and share sale, the government abandoning stake sale as a policy, the committee’s views may just remain on paper. 

The company is also proposing to split it into four regions with each zone having a managing director. These four regional heads, along with the head of finance and human resource and the overall chairman and managing director can constitute the new board. 

But on the other side, Bharti is expanding business by agreeing to buy Zain’s African business, Tatas have partnered with Japan’s Docomo and Norway’s Telenor is getting aggressive in seeking customers. “Competition left them behind,” said Dua Consulting’s Mr Syngal. 
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