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Interim ReportonRevival/RestructuringofBSNL

IIMAwasgivenanassignmentonstudyingBSNLandgivingitsrecommendations
for“revival/restructuringofBSNL”videletterF.No.10-3/2017-SU-IdatedApril6,
2018andJuly31,2018.TheTermsofReferencewere:

“Toundertakeastudywiththeobjectiveof‘Restructuring/RevivalofBSNL’,in
accordancewiththeprincipleslaiddowninDPEguidelinesdated29.10.2015.The
studywillaim toproposenew(ormodificationstotheexisting)business,
operationalandfinancialplansoftheCompany.Thefindingsofthestudywill
additionallysuggestthenecessarychangesthatneedtobemadefor
revival/restructuringofBSNL”.

As a partofthe study,the facultymembers visited five circles representing
somewhatwellperformingandnotsowellperformingcirclesincludingoneNorth-
Eastcircle.Thewellperformingcircleswere–KeralaandPunjab,andthenotsowell
performingcirclesincludedGujarat,CalcuttaTelephonesandNorthEast1.The
detailsofthesevisitsareprovidedinExhibit1.ThesevisitsendedonDecember5,
2018.

AttherequestofDoTassomekeydecisionsarecontemplatedwithregardstoBSNL,
IIMAwasrequestedtoprovideaninterim reportonitsassessmentatthestrategic
levelforBSNL.While the terms ofreference as mentioned above are more
comprehensive,thisinterim reportgivesabroaderperspectiveandaddressesfour
specificissuesoutlinedinaninterim meetingwithDoTonDecember26,2018.

Thespecificquestionsaddressedinthisinterim reportare:

1.WhatshouldbetheroleofBSNLinthesector?
2. ShouldBSNLbeallocated4Gspectrum?
3.Whataresomeofthesalientchallengesnecessarytobeaddressedforrevival

/restructuringofBSNL?
4.Whatstepsneedtobetakenforrevival/restructuringofBSNLandhowwillthe

restructuringbefinanced?

PartsA,B,C,Doftheinterim reportcoversourassessmentontheissueslisted
aboverespectively.

ExecutiveSummary

TheIndiantelecom sectorhasgonethroughconsolidationandhasahighdegreeof
rivalry,especiallywiththeentryofReliance‘Jio’.Anaturalquestionariseswhether
BSNLhasanystrategicroleinthesector.Inthelongterm,threecasesforsucha
rolearetoensure:(i)rivalry/competitivenessinthesectorshouldtheneedarisein
future,(ii)continued availabilityoftelecom infrastructure and (iii)coverage to
underserved/strategicareas.Intheshortterm (0-5years),thereisaneedtorevive
BSNLthroughstrategictransformativeinitiatives.Adecisiononthewayforwardfor
BSNLafterfiveyearsneedstobetakenbasedonthereviewofstepsimplemented
effectively.

Ofthese,thefirstobjectiveofbeinganeffectiverivaltoretaincompetitivenessinthe
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sectorcanbemetbyBSNLonlyaftersubstantialtransformativesteps.Thenits
performanceneedstobereviewedafterfiveyearstojudgeitssuitabilityforits
continuance.In itscurrentform itsmarketshareistoo low,ithasmounting
substantiallossesandhighcoststobeabletocompeteeffectivelyinthesector.
Further,itcanbearguedthatthecontinuedavailabilityofinfrastructurecanbe
ensured through appropriate regulatory framework such that the telecom
infrastructureismaintained/handedoverevenifprivatesectoroperator(s)ceaseto
exist/operate.However,inthecurrentpoliticalandsocialenvironment,aproject
organizationcreatedunderBSNLbemaderesponsibleforthesame.Bothforthe
secondandthirdoption,tooBSNLneedstoberestructureddramaticallytotakecare
ofonlyunder-served/strategicareasorprovidecontinuityoftelecom infrastructure
asabackstopoption.

Asfarasallocationof4Gisconcerned,thereistheopportunitycostof4Gspectrum,
additionalcapexfor4Groll-outandriskofcontinuingwithbusiness-as-usualattitude.
On theotherhand,non-allocation would resultin furtherlossofmarket-share,
revenueandlossofmoraleamongtheemployees.Onbalance,werecommendthat
4G spectrum maybeallocatedfor5years’conditionalonBSNLaddressingthe
issuesrelatedtomanpower,realestatemonetization/utilizationandimprovementis
market-share/operatingperformance.

Wemakesuggestionsinthereportonsomeofthesalientissuesthatneedtobe
addressedimmediatelybybothDoTandtheBSNLtoenableitsrevival/restructuring.
Theseincludehivingofftheinfrastructureparts:bothtowerandfibre,creatinga
projectorganization,timelyreviewofthestateofBSNL’sperformanceafterfiveyears
toseewhethertocontinuewiththeexistingorganizationalform.IfBSNLperforms
welland undertakes the suggested measures,we recommend thatBSNL be
privatizedatthatpointintime.Inthecurrentform withitslegacyhumanresources
andcontinuedlossmaking,thereislikelytobelittleprivateinterest.Lastly,wemake
anestimateofthelikelycostthatwillbeinvolvedintherevival/restructuringofBSNL
andsomeideasofhowthiscostmaybefinanced.

Methodology

Forprimarydatacollection,theIIMA team initiallyheld meetingswith thetop
managementofBSNL:CMD,Director(HRandFinance)andMarketing.Theteam
alsohadmeetingswiththeDoTheadquarterinNewDelhi.Theteam thenidentified5
circlesthatrepresentedamixofgoodandpoorperformingcirclesaswellasthe
variousgeographies.Thesearegivenbelow:
1.Gujarat–representingapoorlyperformingcircleandtheWesterngeographical

area;
2.Kerala– representingawellperformingcircleandtheSoutherngeographical

area;
3.NE-1 – representing a poorly performing circle and the North-Eastern

geographicalarea;
4.CalcuttaTelephones–representingapoorlyperformingcircleandtheEastern

geographicalarea;and
5.Punjab – representing a relativelywellperforming circle and the Northern

geographicalarea.
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Inallthecircles,theIIMAteam metwiththeCGM,membersandheadsofHR&
Admin,FinanceandTelephoneRevenues,CFA,CM,EnterpriseBusiness,Operations,
SalesandMarketingteamsineachcircleaswellastherepresentativesofemployee
unionsandassociations.TheIIMAteam visitedthesecirclesfor1-2daysandhad
extensiveone-on-onediscussionswiththecircleemployees.Thelistofofficialswe
metisgiveninAnnexure1.Theteam requestedinputsfrom thecircleemployeeson
thefollowingquestions:

1.Whatarethechallengesyoufaceinperformingyourduties?
2.What improvements/changes do you suggest should be made to your
departments?
3.Whatimprovements/changesdoyousuggestshouldbemadeinBSNLinorderto

turnitaroundfrom asickorganizationtoaprofitableorganization?

TheIIMAteam alsoworkedwiththeresponsestothesequestionsthatweremadein
writing.AcopyoftheresponseswashandedovertotheIIMAteam eitherduringthe
visitorsoftcopiesweremailedsubsequently.Theteam alsocollectedrelevantcircle
-level/overallBSNL-leveldatawhereverneeded.

Datafrom secondarysources,suchasindustryreports,discussionwithexpertsand
priorexperiencewasusedfortheanalysis.

PartA:RoleofBSNLintheIndianTelecom Sector

TodelineatearoleforBSNLintheIndiantelecom sector,wefirstbroadlyreviewits
performanceandhenceitsroleinthecurrentscenariooftheexistingsectoraland
competitionpolicies.

Background

BSNLwasincorporatedonOctober1,2000byvestingwithitthemandateof
providing telecom services and network management hitherto done by the
DepartmentofTelecom (DOT),GovernmentofIndia.Thiswasdoneinacontext
wherethetelecom sectorhadbeenopenedtotheprivatesectorbeginning1994.
Whileinitiallythesectorwasopenedforoneprivateoperatorpercircleforfixedline
andtwoprivateplayersforcellularservices,thenumberofprivateoperatorsgrew
overtime. Anindependentregulator,TRAI,wascreatedin1997. Thetelecom
markettookofffrom early2000swithchangeintelecom policiesallowinggreater
pricingfreedom andagreaternumberofprivateoperatorscompetingtoacquire
consumersineachcircle.Duetothefast-changingtechnology,thescopeofservices
increasedfrom voicetomobileInternet.Fallingpricesoftechnologyandcompetition
ensured that coverage expanded,prices fell,and the consumer-base grew
exponentiallyaccompaniedbyintenserivalryinthesector.Exhibit2showsthetotal
subscribersofdifferentoperatorsfrom 2009-2018.

Eventhoughthesectorsubsequentlysaw consolidation,anew competitivethreat
emergedwiththeentryofRelianceIndustriesinthetelecom sectorunderthe“Jio”
brand.Withcompetitivepricing,ithasbeenabletoacquirealargemarketshare
(closetobeingthetop).Becauseofintenserivalry,Ideadecidetomergewith
VodafoneleavingthreelargeprivateplayersinIndiantelecom sector-Reliance,
AirtelandVodafone-Idea.
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Asthesectorbecamemorecompetitive,BSNL’soperatingmarginsandmarket
sharestartedtodecline.Exhibit3showstherelativemarketsharesofkeyoperators
from 2009-2018anddeclineinBSNL’smarketshareoverthisperiod.Thesubscriber
marketshareasofBSNLasofMarch31,2018was12% anditsrevenuemarket
sharefrom AccessServiceswas8%.Thisdeclinehadstartedevenwhenthemarket
sharesofotheroperatorsweregrowing.Themarketshareofotherkeyoperators
hasseenadeclineonlywiththeentryofJio.Exhibits4a,4band4cshow the
revenues,expensesandprofit/lossofthekeyoperatorsforthesameperiod.Ascan
beseen,notonlydidtherelativeperformanceofBSNLgodownduringthisperiod,
itsrevenuessteadilydeclinedwhileitscostsdidnotvarymuch.Itspersubscriber
costofoperationsisalsohighestamongstthetelecom operators(Exhibit5).

Itisinthiscontextthatthefollowingquestionsneedtobeaskedaboutthefuture
andwhetherBSNLhasany:

(a)Strategicroleinthesector?RelevanceforIndia’sgrowthanddevelopment?

(b)Roleinensuringcompetitioninthesectorinthefuture?

Toanswertheabove,thereisaneedtoexaminethelargercontextofpolicyand
regulationinthesector.Atoneendarethecompetitionpolicyrelatedissuessuchas
marketdefinitionanddominancethatincludeframeworksfordefinitionofrelevant
markets,mergers and acquisition,minimum numberofplayers,definition of
significantmarketpowerandabusivebehaviour.Ontheotherendareissuesrelated
to sectoralregulation such as licensing,interconnection mandates,USOF,and
spectrum management.Thesewillhaveasignificantbearingontheresponsetothe
issuesraisedabove.Itwillbeintheemergentcontextthatweneedtoaddressthe
organizationalrestructuringofBSNL.Thisisdepictedbelow:
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TheArgumentsforCompetitionintheTelecom Sector

Traditionallytelecom wasconsideredanaturalmonopoly,liketheelectricitysector,
with“wires”beingthecorereason.Changesintechnologyledtorecognitionthat
telecom cannomorebeconsideredasanaturalmonopoly(Stiglitz,1999).Inthe
absenceofsuchanargumentandwiththerealizationthatmonopolies,whether
privateandpublic,resultedinlossofefficiency;thesectorhasbeenopenedupfor
competitionallovertheworld.Thisshiftedthefocusofattentionfrom regulationon
exerciseofmonopolytoincreasingandmaintenanceofcompetition.

Ingeneral,thecaseforcompetitionisbuiltarounddifferentaspectsofefficiencies
particularlyinthecontextoftelecom sectorgivenitssignificantpositiveexternality
ontherestoftheeconomy.Theseaspectsofefficienciesinclude:(a)technicalorX-
efficiency–thesectorshouldoperateatthelowestpossiblecost;(b)economic
efficiency–profitsshouldbereasonableandreflectmarginalcosts;and(c)dynamic
efficiency–thesectorshouldbeinnovativeandoffernewproducts/servicestothe
customers(Glaeser,1927).

WorkableorEffectiveCompetition

Thedegreeofcompetitionandrivalryisanabstractidea,whichhastobetranslated
intoasetofoperationalcriteriatojudgeandmonitortheeffectivenessofthe
competition.Inthecontextoftelecom sectorspecifically,thefactorsthatcaninhibit
andpromotecompetitivepressureshavebeendiscussedandidentified(Jamison,
2012)intheliterature.Someoftheprominentstructuralfactorswhichcaninhibit
competitivepressuresare:

● Switchingcostfacedbyconsumers;

● Networkeffects–thevaluederivedbecauseofothercustomers;

● Lackofinformationwiththecustomersabouttheimplicationsoftheir
choice;

● Entrybarriersduetolargesunkcosts;

● Licensingrestrictionsonsubstitutability;

● Significantfirstmoveradvantage;

● Controlofessentialfacilities;

● Exclusiverightsonkeytechnologies;

● Exclusivedistributionrights;and

● Economiesofscaleandscope

Thefirsttwoofthesecanbetakencareofbyregulationsonnumberportability,
improvingtheeaseofportability,andcomprehensiveinterconnections.Thirdone
maybe taken care ofbyimproved disclosures,measurements and simple-to-
understandpricingplans.Alltheothersaresupplysidefactorsandtheirrelevance
dependsuponthepoliciesandregulationsunderwhichentry,continuationorexitis
allowed.

Ofthefactorslistedabove,twoarerelevantformakinganassessmentonthe
questionastowhetherBSNLhasstrategicanyroleinthesector.Thefirstoftheseis
–“economiesofscaleandscope”.Thisistheonlyfactorwhichimpliesthatinthe
presenceofsignificanteconomiesofscaleandscope,itisoptimaltohavefewer
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numberofplayers.Thus,thereisatrade-offbetweeneconomiesofscale/scopeand
rivalry.Thesecondrelevantfactoris-“controlofessentialfacilities”.Ifanyplayeris
vestedwithunfetteredrighttocreateandcontrolnetwork/backboneandtheplayer
decidestoexit/becomesbankrupt,thenstrategicallytheconsumersandthecountry
canbeheldtoransom.Thesimplestsolutiontothisproblem wouldbeforcingthe
sharingofsuchessentialfacilitiesthroughregulationsatleastintheeventof
bankruptcy/exitasisthecasewith sectorssuch asroads,ports,and electric
distributioncompanies.Suchfacilitiesaredesignatedaspublicassetsandcannot
beliquidatedunderanycircumstances.Wecouldnotfindadefiniteanswerto
whetherthisisenabledinthetelecom licenseasofnow.Thereisaclausethat
allowsthelicensortosuspendtheoperationasgivenbelowandgiventhesovereign
role,thegovernmentcouldtakeoverinfrastructure.

“TheLicensorreservestherighttosuspendtheoperationofthisLicense/ServiceAuthorizationin
wholeorinpart,atanytime,if,intheopinionoftheLicensor,itisnecessaryorexpedienttodosoin
publicinterestorintheinterestofthesecurityoftheStateorfortheproperconductoftheTelegraph.
LicenseFeepayabletotheLicensorwillnotberequiredtobepaidfortheperiodforwhichthe
operationofthisLicenseremainssuspendedinwhole.Providedthatifsituationsowarrants,the
Licensormaydispensewiththeissueofnoticepriortosuchsuspension.ThedecisionoftheLicensor
shallbefinalandbindinginthisregard.”

Inadditiontothefactorslistedabove,theconductofplayerscanalsogiveriseto
reducedeffectivecompetition.Someoftherelevantcasesare:

● Predatorypricingorcross-subsidizationacrossbusinesses/markets;

● Exploitinginformationaladvantagerelatedtocustomers/technology;and

● Cartelization/Dividingthemarket

Theconductofplayersneedstobemonitoredbytheregulatortoensurecompetitive
behaviourinthesectorandisdeterminedbytheeffectivenessoftheregulatorin
monitoringtheconductofplayersinthesector.Effectivemonitoringcanruleoutthe
possibility ofreduction in rivalry and in the limitleading to emergence of
monopoly/monopoliesinthemarketstheyserve.

HowManyPlayersAreRequiredtoEnsureCompetitiveBehaviour?

In the contextofthe telecom sectorin India,the regulatordoesnotregulate
prices/tariffs(otherthanforruralareas)buthasregulationscoveringstructural
factorssuchasnumberportability,interconnectionrulesandterms,entryandexit
conditionsandconductoftheplayers.Onenaturalquestionwhicharisesishow
manyplayersarerequiredtoensuretheoutcomes/efficienciesusuallyassociated
withcompetitivemarkets.

Thisquestioncanbeandhasbeenansweredintwoways:(a)byspecifyingthe
numberofplayersandthemaximum marketshareofthedominantplayerupfront,
or(b)byspecifyingtheconditionsfrom whichitcanbeinferredthatthemarketis
notcompetitiveenough.Shepherd(2004)statesthat5playerswithnoonehaving
morethan40%witheasyentryislikelytoleadtooutcomessimilartocompetitive
marketsfrom theconsumers’perspective.Possibly,similarreasoningwasinthe
mindofSecretary(Telecom1)whereinhereportedlystatedthattheIndianTelecom

1
“Indiantelcosmarkettoyieldfivemajorplayerscreating'enoughcompetition':Telecom Secretary”

EconomicsTimes,26thFeb2017availableat
https://economictimes.indiatimes.com/news/company/corporate-trends/indian-telcos-market-to-
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Marketwillhave5largeplayers,4privateand1BSNL-MTNL.Inthepresenceof
scaleeconomies,thenumbercouldarguablybelesswithsomewhatevenlower
numberofplayerspreventinganylossofrivalryduetostructuralfactorsorconduct
ofplayers.Clearly,thelowerboundonthisnumberis3-4withlargeenoughmarket
shareofeachplayer.

ExperiencesinOtherCountries/Regions

IntheEU,inseveralinstances4to3mergershavenotbeenallowed,fearinglossof
consumerwelfare,especiallyduetopriceincreases(Tyagi,K.,2018)(Exhibit6).
Though,arecentmergerofTMobileNLwithTele2NLreducedthenumberof
playersfrom 4to3,itwasallowedtogothrough.Thesewerethethirdandfourth
largestplayersin themarket,with a combined shareof25%. However,the
regulatorsclarifiedthatthiswasaspecialcaseandnotnecessarilyaprecedent.The
regulatorswentthroughaninvestigationandcametotheimportantconclusionthat
the transaction would notlead to significantprice increase orlikelihood of
coordinatedbehavior.

In the US,the mergerofAT&T Mobilityand T-Mobile USA wascontested bythe
DepartmentofJusticeandnotallowedtogothrough.Therewereconcernsthat
such a mergerwould reduce consumerwelfare,increase prices and reduce
innovation.However,thecurrentplannedmergerofSprintandTMobilityisbeing
viewedwithfavor,giventherelativelysmallersizesofthemergingentities(“Blocking
TMobile’sLastBigMerger”,2018).

InAustralia,regulatorsreviewtheimpactofproposedmerger,beforeallowingitto
gothrough.Further,theACCChasthemandatetoreview pastmergersandopen
them forinvestigation(Armitage,Zaurrini,Tesvic&Ashurst,2018).

Thus,Competition Authorities/Regulators do have great concerns regarding
reductioninnumberofplayersfrom 4to3andhavetakensignificantstepsto
ensurecontinuedcompetitivenessandconsumerwelfare,especially,intermsof
reducedprices.

TheIndianContext

Intheexistingtelecom scenarioofthreeprivateandapublicoperator,itmaybe
claimedthatexistenceofBSNLisnecessarytomaintaincompetitivenessinthe
sectorandensurethatconsumersdonotfacepriceincreases.However,eventhe
concernofmaintainingacompetitivetelecom sectorbyrevivalofBSNLisdifficultto
justifyinitscurrentorganizationalandfunctionalconditionofarevenuemarket
shareofaround8% andsubscribermarketshareofaround12% andmounting
lossesofnearlyRs56,000cr(Exhibit3and4c).Inthecurrentstate,BSNL-MTNLcan
bean effectiverivalto theotherplayersonlythrough aggressivepricebased
competitionwhichhastobesupportedbytheGovernment.Andacasecannotbe
madeforpricesupporttoBSNL-MTNLacrosstheboard.

Theotherwayofansweringthequestionofwhetheradequatecompetitiveness
existsistospecifytheconditionsunderwhichitcanbeinferredthatmarketisnot
competitiveenough.Sonik(1968)outlinedasetofcriteriathatthemarketshouldbe
freefrom:

yield-five-major-players-creating-enough-competition-telecom-secretary/articleshow/57354485.cms
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● Unsatisfactoryproductquality,suppressionofnewproducts,andincomplete
standardization

● Overorunderproductionbecausepricesdeviatefrom marginalcost

● Inefficientmarketprocesses,caused byrestricting buyeraccessto less
costly
alternatives,unnecessarilylargetransactioncosts,andrestrictionsonprice
competition

● Inefficient production caused by poor business locations, outdated
techniques,
unexploitedeconomiesofscaleorintegration,andX-inefficiency

● Negativeexternalities,whichoccurwhenpeoplenotinvolvedinaneconomic
exchangeisneverthelessnegativelyaffectedbytheexchange

● Lossofrivalrybecauseofmaliciousinterferencewithcompetitorsorfraud
againstcustomersorsuppliers,predatoryactivitiesagainstrivals,foreclosure
ofrivals,refusalstodeal,andcollusion

● Discriminationamongcustomersnotjustifiedbydifferencesindemandor
costs

● Excessiveentryresultinginoperatorsnotachievingeconomiesofscaleor
excessivepricecompetitionthatcausesrevenuestobeinadequatetofinance
investmentandinnovation”

Basedontheaboveconditionsandfrom thecurrentmarketscenario,mostofthe
thesedonotseem toabigconcernatthispointinIndiantelecom sector.However,
atthispointoftimetheonlyfactorthatneedssomeclosemonitoringofalleged
“predatory”pricingbythemostrecententrantanditsconsequencesforthelossof
rivalryinthesectoroveraperiodoftime.

Inthefuture,competitionpolicyinthesectormayneedtoexaminemergersmore
closely,especiallywhenthesereducethenumberofmarketplayerstothree.Insuch
casestheremaybeaneedtospecifyremediesthatdonotharm consumerwelfare.
Inthecurrentscenario,absentsuchaframework,theconcernisdealing with
predatorypricing.Even from thatperspective,and in caseofemergenceofa
dominantplayer,itisnotobviousthatBSNL-MTNLcanplayanymeaningfulrolein
suchasituation,duetotheirlackofinnovation,highcosts,veryfewrelevantcontent
partnerships,andsmallandrapidlydecliningmarketsharesasstatedearlier.

Basedontheanalysisabove,itisclearthatinitscurrentorganizationalandfinancial
condition,BSNL-MTNLcannotbeaneffectiverivalto theotherplayersexcept
throughprice-basedcompetitionwhichhastobesupportedbytheGovernment.We
contendthatgiventhegravechallengesfacingBSNLatthistime,theentityneeds
significantrestructuringinordertobeabletofacethecompetitionexistinginthe
sector.

Thebestcase,thus,forBSNL-MTNListhattheycanbeaneffectiverival(intermsof
marketshareandcosts)toother3privateplayersandintheprocesshelpinbuilding
andretainingthecompetitivecharacteroftelecom sector.Asarguedearlier,thiswill
requireconsiderablerestructuringofBSNLwithchangeinworkculturetomakeit
more competitive and removalofill-effects oflegacyissues such as excess
manpower,bureaucraticinefficiencies,appropriateutilizationofrealestateandother
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resourcessuchasinfrastructuretoimproveitscosteffectiveness.Giventhatlotof
thecostsrelatedtomanpowerandinfrastructurearealreadycommitted,itisoptimal
toattemptrevivalofBSNL-MTNLwithacleartime-frame(5years)afterwhich
furtherroleofBSNLasacontinuingentitycanbeenvisaged.

PossibleRoleforBSNLintheSector?

TwootherreasonsforcontinuedpresenceofBSNLinthetelecom sectorcouldbe:
(a)coverageofareasnotadequatelycoveredbyotherprivateplayers;and(b)
continued availability of key telecom infrastructure even if private players
exit/becomebankrupt,asindicatedearlier.Thesecondproblem canbeaddressed
bytheexistinglicensingregimeashighlightedabove.BSNL,initscurrentform,is
notrequiredforthisreason.Thefirstreasonofcoveringunder-served/strategic
areas,evenifnotcoveredbyprivatesector,couldbecoveredbyBSNL,butnot
necessarilyinitscurrentform.Therationaleiselaboratedbelow.

Giventheneedofthenation(necessityofservingruralandunderservedregions)or
beinginvolvedinstrategicsectorssuchasprovidingservicestothearmedforcesor
beingthemajorbackboneprovider,wefeelthatinthecurrentpoliticalandsocial
context,BSNLasastatesupervisedentitycouldcontinue.Eveninthislimitedrole,
BSNLneedstoundergosubstantialrestructuring.BSNL’sclaim thatithasbeen
servingtheruralpopulationwhileprivateoperatorshavenotdonesoeffectivelyis
notborneoutbydata.Asisevidentfrom Exhibit7thatshowstheruralsubscribers
and marketshares foralloperators,the ruralpenetration ofBSNL is low in
comparisontoprivateoperatorsandthusifBSNLhastoplayasignificantroleinthis
area,arestructuringwouldberequired.

In this situation,the self-sustainability ofBSNL needs to be viewed in two
dimensions:Theimmediatestepsthatneedtobetakenforshortterm (0-5years)
andlongerterm (>5years).Intheshortterm,inordertobecomeself-sustaining,
BSNLneedstoundergoasignificantrestructuringandmusthavestrictperformance
orientationtoemergeasafull-fledgedeffectivepan-Indiaplayerscompetingwiththe
privatesector.Asignificantpartofthisrevivalwillentaildealingwithissuessuchas
4Gspectrum allocation,creationofinfrastructureandprojectorganizations,suchas
anInfrastructureCompanyandaProjectCompany.Thesewouldutilizetheexisting
networkandhumanresourcesoftheexistingBSNLandreductioninBSNLHR
requirements.Thislatterwould/couldincludetransferofemployeestothenew
organizationsaswellastransfertonewareasofworksuchasDigitalIndia,Smart
Cities,andothernationallevelnetworkingprojectsforotherPSUs,inadditionto
voluntaryseparationofemployeesduetosuperannuateinthenext4-5years.The
longerterm sustainabilityshouldbereviewedafter5yearstoensurethatBSNLis
abletodowhatittakestosurviveforthenext5yearsandinthelongerterm.IfBSNL
isabletoturnaroundandemergeasacompetitiveplayer,thentheoptionsmay
includeprivatizationthroughlistingor/andastrategicsaleandmayrequirepolicy
changesbothatthesectoralandcompetitionlevel.Asarguedelsewhere,therevival
would require dealing with internalorganizationalissues as wellas financial
support/spectrum withtime-basedmilestones.Ontheotherhand;ifBSNLisnot
able to compete effectivelyand fails to obtain meaningfulmarketshare and
generate operating profits,then a scaled-down version of BSNL may be
contemplatedtoservethestrategicneedsofthecountrywithrespecttotelecom
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infrastructureortocoverunder-servedareas.

PartB:PolicyDecisionon4GSpectrum AllocationtoBSNL

Theissueof4Gspectrum allocationtoBSNLhasbeenpendingforsometimewith
theGovernmentofIndia.Giventhatitscompetitorshavealreadyrolledout4Ginthe
regionsservicedbythem,itisessentialthatthegovernmenttakesanimmediate
decisiononallocationof4G spectrum toBSNL.Exhibit8showsthespectrum
holdingbybandstoprivateoperatorsandBSNL/MTNL.Thisclearlyshowsthatthe
amountofspectrum availablewithBSNLisfarlower.Mostofthisis“unliberalized”
spectrum,makingitdifficultforBSNLtooffer4Ginthebandsavailablewithitas
showninExhibit9.
BSNLdidnotgetthespectrum inthe4Gbandsatthetimeofallocationtoprivate
biddersin2010.Sinceitisrequiredtopaythehighestbidforspectrum ineachcircle
(likeotheroperators),otherthanwhenspectrum issharedortraded,BSNLfoundthe
pricetobetoohighvis-a-visitsfinancialsituation.However,afterJio’sentry,any
operatornothaving4Gspectrum caneffectivelycloseitsoperations,asthedata
speedsandbandwidthsavailablewith4G coupledwithverylow pricesinitially
offeredbyJio,haveluredmany2Gand3Gsubscribersto4G.Airtelhasplansto
phaseall2Gand3Gsubscribersandusethevacatedpremier900MHzbandfor4G
(https://telecom.economictimes.indiatimes.com/news/airtel-to-start-phasing-out-2g
-3g-for-4g-says-vittal/66380933).Alongwiththistransition,Airtelhasalsoworked
outadevicedeploymentstrategylargelyinpartnershipwithKarbonforlowcost4G
handset.Aharmonioushandsetdevicestrategyisextremelyimportantasborneout
byJio’sstrategyandintroductionoflowcosthandsets.Vodafone-Ideahavesimilar
plans (https://m.dailyhunt.in/news/india/english/gear-
epaper gear/vodafone+idea+plans+to+phase+out+its+2g+and+3g+networks+to+shi
ft+to+4g+only+report-newsid-100669886).

WhileBSNLwasgivenspectrum inthe2500MHzband(a4Gband),theecosystem
wasnotwelldevelopedatthatpointintime.BSNLwantedtoreturnthatspectrum.It
isnotclearwhyBSNLdidnotopttouseits2100MHzspectrum for4G.The
ecosystem forthisbandiswelldevelopedandiscurrentlybeingusedbyvarious
privateoperator.WhileBSNLcouldclaim delaysin4Gspectrum allocationbyDoT,
effectively,ithasshownlittleinitiativeinusingitsexistingspectrum for4G.This
indicates a lack ofproactive approach to competition.BSNL has significant
spectrum in the 900 MHz band,butthis is unliberalized and due to existing
regulationcannotbeusedfor4G (Exhibit9).Thisneedstobe‘converted’to4G
spectrum bypayinganamountequaltothatpaidbythehighestbidderinthe
previouslyheldauction.

From acost-benefitpointofview,thecostsof4Gspectrum allocationsare:(i)the
opportunitycostofspectrum;(ii)incrementalcapitalexpenditurebyBSNLfor4Groll
-out;andpossibly(iii)inertialcontinuity(business-as-usual)ofBSNL.Thebenefits,
ontheotherhand,are:(i)savingsinthecontributionfrom revenue(whichwillbelost
eventuallyintheabsenceof4G);(ii)continuedmarketpresenceofBSNL;and(iii)
possiblyimprovedmoraleoftheBSNLemployees.

Thecostsandbenefitsarefurtherdiscussedindetail:
Costs:
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1.OpportunityCostofSpectrum: To analysethis,welookatthecurrent
spectrum bandsi.e.800MHz,900MHz,1800MHz,2100MHz,2300MHzand
2500MHzfor4G.AspertheTRAIRecommendationsonPricingofSpectrum
datedAugust1,2018,theonlyavailablebandsinwhichBSNLcouldget
minimum 5MHzspectrum acrossallLSAsis700MHzand2100MHz(other
thanRajasthan).ForRajasthan,BSNLhasrequested5MHzinthe800MHz
band.Exhibit10givesthecomparativeaspectsofthethreefeasiblebandsfor
4G:700MHz,2100MHzand2300MHzandtheassociatedissues.

Inthecurrentstateofthetelecom sector,mostbiddersarenotwillingto
participate in auctions as theirfinancialhealth is poor.They are also
concernedaboutthehighreservepricesintheTRAIRecommendations.For
example,outofthe360MHzputupforauctioninOctober2016inthe2100
MHzband,85MHzwassoldin12LSA(asperTRAIRecommendations,page
11).

Whiletheabovebasedontheusuallicenseperiodof20years,itisnot
necessarythatBSNLmaybeallocated4Gspectrum forthe20-yearperiod,
rightatthebeginning.Theallocationcouldbeanon-standardcontingent
allocationfor5yearstobeextendedonlyifBSNLisabletotransform itself
forameaningfulorcompetitiverole.

Giventheabove,thereislittleopportunitycostforthegovernmentforthenext
three to five years.Since the 2100 MHz band has better coverage
characteristicsthanthe2300MHzbandinwhichmanyoftheoperatorshave
their4Gservices.So,theremaybedemandforthisbandwhenauctionsare
heldinthefuture.

2.IncrementalCapitalExpenditurebyBSNLfor4GRoll-out:BSNLhassubmitted
toDoTthatcapexrequiredfortheexisting80,0002G and3G sitestobe
upgradedto4Gandforadditional20,000towersthatBSNLintendstodeploy
for4G,wouldbearoundRs11,000cr.BSNLshouldbeaskedtodotower
sharingandusemanagedserviceoperationstoreducecapex.Thisiswhatall
privateoperatorsdo.

3.Inertialcontinuity(business-as-usual)ofBSNL:Thiscannotbequantifiedand
canonlybemanagedwithappropriateperformancemeasures.

Benefits:
i) Savingsinthecontributionfrom revenue(whichwillbelosteventuallyin

theabsenceof4G):Thiswillceasetoberelevantasafter2-3years
without4G,BSNLoranyotheroperatorwouldhavetheonlyverylowend
subscribers,from whom muchlowerrevenuesareexpected.Without4G,
thereisverylittledatarevenue.Enterprises,seekingcompletesolutions
wouldalsoseek4Gservicesasanintegralpartofthevendoroffering.

ii) Continued MarketPresence ofBSNL:As highlighted above,this is
contingenton itgetting 4G spectrum.Butunderstrictperformance
guidelines.
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iii) PossiblyImprovedMoraleoftheBSNLEmployees:Thiswillcontributein
casetheabovepointsmaterialize.

Thus,sustainabilityofBSNLwithoutgivingit4G spectrum isnotforeseen.The
marketsharesandfinancialhealthofBSNLisalreadyverypoor(Exhibits3,4a,4b
and4c).IfBSNLhastoberevived,anyfurtherlossofmarketshareduetonon-
allocationof4GwouldmakeitalmostimpossibleforBSNLtobeabletosustainin
thefuture.TotheextentanymeaningfulroleofBSNLisenvisagedinthefuturewith
amarket-widerole,allocationoff4G spectrum isimperative.Non-allocation,de
facto,maymakeBSNLvirtuallydefunctinnextfewyearsasfarmobileservicesare
concerned.

Ouranalysisandopinionontheissueofallocating4G spectrum toBSNLisas
follows:

1.Whilethereissomeopportunitycostorpossiblelossofrevenuetothe
governmentanditmayturnintoacaseof‘spendinggoodmoneyafterbad’,
notallottingthespectrum toBSNLwillbeaclearsignalthatthegovernment
wantstheBSNLtoclosedownanddie.

Notallottingthespectrum toBSNLatthisstagewillbecounter-productive
andalsoanti-peoplegiventhatBSNLhasalreadybeenpreparingforrolloutof
4Gforlastmanymonths.Also,inthecirclesthatwesurveyed,manycitizens
arestillusingBSNLservicesandareexpectingthattheywillbegiven4G
servicessoon.

2.Givingthespectrum toBSNLwillalsobeperceivedasapositivedecisionby
the employees of BSNL given that the prevailing perception in the
organization(BSNL)isthattheyhavebeengivenastep-motherlytreatmentby
thegovernment(DOT)sofar.

Thoughallocationof4GtoBSNLrunstheriskofBSNLcontinuingwithabusiness-as
-usualattitude withoutseriously changing itself,conditionalallocation of4G
spectrum foran initialperiod offive years may be given provided there is
commitmenttoaddressmanpower,realestateandoperatingperformancerelated
issuesbyDoTandBSNLgoingforward.Werecommendthefollowingconditionsto
beputonBSNLwhenallocatingit4Gspectrum:

1.Sincebyallocating4Gspectrum,notonlytheDoTbutBSNLalsoneedsto
spendadditionalresourcesasgivenaboveinrollingout4Gnetwork,hence
thereisaneedtominimizecapitalexpenditurebyBSNL.Thiscouldbemore
aggressive tower sharing and leasing,drastically reducing delays in
procurementandefficientlyrollingoutarea/customerspecifictariffplans.
Ourestimateofathreeyearcostofrollingout4Gusingamanagedservice
contractandleasingtowersbasedonreporteddataofprivateoperatorsover
athreeyearperiodissignificantlylowerthanthatproposedbyBSNLoverthe
sametimeperiod(Exhibit11).ThescenariosgeneratedintheExhibitshow
theanalysisforarangeofBTSthatmaybedeployed.
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2.Thespectrum shouldbeallocatedfor5yearsreview period,afterwhichthe
licenseperiodmaybeextended,basedonperformance,foranother15years.
Thetotallicenseperiodwouldthenbeatparwiththeregimeforprivate
operators.Thiswouldleadtolesserconcernfrom privateoperatorsregarding
any‘specialconcession’beinggiventoBSNL.ForBSNL,thismechanism
couldmeanareducedflowofspectrum licensefee.Sincetheupfrontlicense
feepayableisonly50%,andBSNLisbeinggiventhelicenseinitiallyforfive
years(incontrasttothe20yearlicensefeeperiodofprivateoperators),the
immediatelypayablefee(50%)wouldonlybeRs(15000*5/20)*0.50=Rs
1875cr.

3.EachcircleofBSNLandBSNLasawholemustbegivenastrictmandateto
becomeoperationallyself-sustaining(shouldbeabletomeetatleastall
operationalexpenses)from thethird-yearposttheallocationof4Gspectrum.

3.WhilethereareactionsthatBSNLmaybeabletoundertakeonitsownsuch
asredesignofitsorganizationalpoliciesandstructure,itwillneedDoT’s
supportindealingwithitsexcesshumanresources.

4.Futureallocationofotherspectrum bands(4G,5G,etc.)willbeconditional
uponBSNL’s(andeachcircle’s)performanceasmonitoredfrom thethird-year
post4Gallocation.
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PartC:IdentifiedChallengesinRevival/RestructuringofBSNL

ThechallengesfacingBSNLcanbeclassifiedintothreemajorheads:

1.Technological/Market:Theseincludetherapidevolutionoftechnology(5G,IOT),
fastevolvingconsumerneedsofdataconsumption,changingdemographics
patternsandincreasingroleofcontentindrivingbusinesses.Suchacombination
oftechnology/marketcharacteristicsrequiresorganizationstohaveagility,build
partnerships,reducecosts,andbeinnovative.OnallthesedimensionsBSNLhas
significantchallenges.Themechanism forrespondingtothechallengesisnot
elaboratedasitisincludedinthepartonorganizationalchallenges.

2.PolicyEnvironment:SinceBSNLis100%governmentowned,itisoftensubjectto
thedelaysand decisionsmadebythegovernment.Forexample,whilethe
governmenthastransferreditsliabilities(i.e.,workforce)toBSNL,thetransferof
landandbuildingassetsareyettobecompleted.Thereseemstobealotof
confusionsurroundingtheownershipofthelandandbuildingassetsofBSNL.

3.Organizational:Thesearespecifictothesystemsandprocessesadoptedby
BSNL.Theserelatetodelaysinprocurementduetoitsowninefficienciesandthe
needtofollowguidelinesforpublicprocurement;centralizationofdeploymentof
tariff plans,leading to inflexibility in service offerings;poor linkage of
performancewithincentives,frequenttransfersetc.Thelargerchallengesrelate
todevelopingorganizationalresponsesonrapiddevelopmentsinthesector,
buildingpartnerships,enhancedmarketingorientation.

BelowwedescribesomeofthesignificantchallengesbeingfacedbyBSNLinthose
categorieswhereBSNL/DoTcouldtakeaction.

PolicyEnvironment

a.Delayinallocationof4Gspectrum asoutlinedinPartB.

b.Lackofaseparateprojectorganization:BSNLoperatesasasingleentityundera
UASLicense:Alltelecom serviceoperatorshavetopay8%revenuesharefrom
allactivitiesthatoccurundertheUASLicense.BSNL’sbidforprojects,including
thosethatdonotexplicitlyinvolvetelecom servicesishigherduetotherevenue
share.Thismakesitsbiduncompetitive.Incomparison,otheroperatorshaveset
upsubsidiariesthatcanundertakesuchprojects,andthusthereisnomandateof
revenueshare.

c. FluxintheDecisionRegardingMTNL:MTNLservesthenationalcapitalregion
andMumbai.BSNLservestherestofthecountry.Alltelecom serviceproviders
havepan-Indiapresenceandearnabout40-50% oftherevenuesand30-40%
profitfrom thesetwometropolitancities.However,despitethis,MTNLhasbeen
sufferingmountinglosses.TheoperationofBSNLandMTNLastwoseparate
entitiesiseconomically,operationallyandfinanciallysub-optimal.

d.DelaysinProjectAllotmentandProjectFunding:Theprojectallotmentmayget
stuckduetobureaucraticproceduresandprocesses,andalsodelaysindecision-
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making.Oftentimes,lackofclarityofcriteriaonwhichtobasedecisionis
missing.Also,attimethepaymentsfortheapprovedandcompletedprojectsis
delayedbyDoT.Thedelaysinallotmentofprojectsandthepaymentsfrom DoT
leadstoavoidabledemotivationandfinanciallossforBSNL.

e.RemovingMarket/FinancialInefficiency:Atpresent,BSNLis100% government
entity.Inordertoinfusecapitalandalsotobringinmarket/financialefficiency,it
maybeimportanttothinkaboutlistingofBSNL(likeotherPSUssuchasONGC,
GAIL,NTPC,etc.).

OrganizationalChallenges

a.LargeLegacyWorkforce:BSNLhasahugelegacyworkforce.Exhibit12shows
thatworkforceofBSNLis1,71,523.Majority(about70%)ofthisworkforcewas
transferredtoBSNLfrom DoTatthetimeofformationofBSNL.Theworkforceof
BSNLhasanaverageageofmorethan55years(especiallyinthegroupCandD
fieldstaff).Thisworkforcelacksinterestinimprovementofservices,providing
goodqualitycustomerserviceandevenlackstechnicalknowledge.

b.The Board:There have been concerns aboutthe Board composition and
representationfrom thebusinessfraternity.AlsotopandBoardpositionsoften
govacantforlongperiodsoftime.

The middle levelmanagementis dominated by executives promoted from
JEs/JTOswhowereabsorbed/transferredtoBSNLatthetimeofitsformation.
Theseprofessionalsaremostlyabove55 yearsofageand haveverylittle
motivationtoimprovetheconditionofBSNL.

c.Centralized Structure – Importantactivities like procurementofequipment,
handling offinances,preparation oftariffplans,recruitment,etc.are done
centrallythroughtheBSNLheadquarters.Thecircleheads(CGM andPGM)are
notempoweredto makedecisionsregardingtheabove-mentionedissuesby
themselves.

d.LackofWell-thoughtOutPoliciesandSystems:Evenafterabout19yearsof
existence,BSNLdoesnothavewellthoughtoutpeople-relatedpolicies.Someof
theimportantpoliciessuchastheonesmentionedbelowaremissing:

i. Performancemanagementandpromotionpolicy–Theperformance
managementsystem in BSNL is quite superficial.The promotion
happensinatime-boundmannerandthereisnorecognitionofmeritin
thesystem.Today,mediocrepeopleareholdingimportantpositions.
Thereislackofprofessionalleadershipintheorganization.

ii. Manpowerplanningandrecruitment–Thereisnoseriousmanpower
planningthathashappenedintheorganizationsincethetimeitwas
found.Therecruitmenthashappenedovertheyearsinaveryadhoc
manneratboththeheadquarteraswellasthecirclelevel.

iii. Differentcadresintheorganization–Peoplehiredatthesamelevel
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jobtitleshavebeengivendifferentjobdesignations.

iv. Shuttingdownofsmall exchanges–Therearealotofexchanges
thatareunviableduetolow numberofconnectionbutarestillbeing
maintained/operatedbyBSNL.Thereisnoclearpolicy/decisionbeing
taken bytheheadquartersaboutshutting down oftheseunviable
exchanges.

e.LackofCustomerOrientation– Thereistremendousdemotivationinthe
BSNLworkforceduetothepoorperformanceofthePSU,ill-thoughtpolicies,
lackofcommitmentoftheleadership,agingworkforce,non-implementation
of3rd PRC and suspension ofstaffamenities and otherdues like the
reimbursementofmedicalbills,LTC,etc.This lack ofenthusiasm has
transferredintopoorcustomerserviceleadingtoareductionincustomer
connectionsovertime.

PartD:SuggestionsforRevival/RestructuringofBSNL

Whilenotcompletelywithinthepurview oftheIIMA MOU forthisproject,our
analysissuggeststhatthegovernmentandDoTneedamorerefinedpolicyonthe
sectorstructureandmergersinthesector.Thisismorerelevantwhennumberof
effectiveoperatorsreducefrom 4to3.OtherkeyinitiativesincludereviewofMTNL
anditsrelationshiptoBSNLandarticulatingtheroleofapublictelecommunication
serviceproviderinthecurrentcontext.

Basedonouranalysis,belowweidentifythekeyareasfortransformationofBSNL.

1.AccelerateAssetTransfers:DoTshouldworkcloselywithBSNLtoidentifyall
landsandbuildingsthathavenotyetbeentransferredtoBSNL.Thoughtheland
valuationashasbeendonesofarandgiveninExhibit13asin2015wasaround
Rs6000crores(maybe7000-8000croresatmost),thelandandrealestatenot
requiredbyBSNL-MTNLfortelecom operationsneedtobenotonlymonetizedto
financerevivalofBSNLbutalsowillputthisrealestateformoreefficientusage.
Thisneedsto bedonewithinasixmonthperiod.Maximizing valueofthe
releasedrealestatemaynotonlyrequiresupportfrom theGovernmentforland
use change but also an independent entity specializing in realestate
development. The amountassessed as ofnow,however,does notlook
significantenoughtohelpfinanceBSNLrevivalcompletely.

2.Accelerate the Operation ofBSNL TowerCorporation Limited (BTCL).This
companyisnottotallyoperationalasBSNLhasnottransferredallthetowerstoit.
Whilehavingaseparatecompanywillbringintherequiredefficiencies,italso
givesBSNLanopportunitytodoavarietyofprojectsunderit.Sincethisisan
infrastructurecompany,itisnotsubjecttothe8%revenuesharecharges.Thisis
aflexibilitythatcouldbeeasilyexploitedbyBSNL.WerecommendBSNLshould
completethetransferoftowersfrom BSNLtoBTCLwithinsixmonths.

3.CreateaSeparateFibreInfrastructureDivision:ThisshouldbeapartoftheBTCL,
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giventhatinspirititisanetworkinfrastructurecompany.Therecouldbea
rationaleforsettingupthisasaseparatecompany,butgiventhetimeitwould
taketosetupthecompany,fortheshortterm,wearesuggesting,creationofa
Fibre Infrastructure Division under BTCL.Given the projected growth of
Broadband,opticalfibrenetworkisavaluableassetforanytelecom service
company.Increasingly,FTTHisanimportantsourceofnewservices,ashomes
starttousemobilebroadband,smartTVsandotherdevices.However,BSNLhas
notbeenabletoleveragethisassettoitsfullpotential.Inordertoreleasethis
potential,BSNL should create a separatefibreinfrastructuredivision.This
shouldbedonewithfocusandefficientlyandnotallowedtolanguishaswasthe
caseforthetowercompany.Thisdivision,likethetowercompanyshouldwork
withthirdparties,includingstategovernments.Thisshouldbedoneoveratime
frameofsixmonths..

4.CreateaProjectDivision:ThisshouldbeapartoftheBTCL.Therecouldbea
rationaleforsettingupthisasaseparatecompany,butgiventhetimeitwould
taketosetupthecompany,fortheshortterm,wearesuggesting,creationofa
Thisorganizationshouldundertakeprojectsofstrategicimportancetothenation
suchasdeployingruralservices,creatinganetworkforarmedforces,connecting
hillyareas.Theprojectswouldbefundedbytheorganizationsthatrequiresuch
services.Relevantstafffrom BSNLshouldbetransferredtothisdivision.This
willfurtherbringdownthehumanresourcecoststoBSNL.Havingaseparate
divisionwillbringinthetransparencyofefficienciesinprojectexecution,costs
andoutputs.ThiswouldalsoallowBSNLprojectbidstobemorecompetitiveas
theprojectsunderthisdivisionwouldnotbesubjecttothe8%revenueshare.

5.Facilitate4G Spectrum Allocation:5MHzof2100MHzbandas4G spectrum
shouldbeallocatedtoBSNLimmediatelybutonlyforalimited5-yearperiod.This
mayrequirearoundRs1875croresoflicensefeepaymentfor5years.Thiscan
befinancedbyeitherequityinjectionfrom theGovernmentorbyborrowingthe
samewithguaranteefrom theGovernmentgivenfinancialconditionofBSNL.
Also,theGovernmentshouldposethefollowingconditionsontheBSNLwhile
allocatingthespectrum:

i. i.BSNLshouldgetintoaggressivetowersharingandleasingagreements
withothertelecom serviceproviders.Thiswillreducetheexpenditureof
rollingout4GservicesbyBSNL.InsteadofRs11,000croresaskedforby
BSNLtoroll-out4G services,BSNLmightbeaskedtore-examinethe
proposedcapitalexpenditurewithtower-sharingandmanaged-services
model.

ii. ii.Thespectrum shouldbeallottedcircle-wisefor5years.Eachcircleof
BSNLandBSNLasawholemustbegivenastrictmandatetobecome
operationally self-sustaining (should be able to meet at least all
operationalexpenses)from the third-yearpostthe allotmentof4G
spectrum.

iii. iii.The4Gallocationshouldbeconditionaloncirclespreparingabusiness
plan,includingidentificationofonlycoreandrelevanthumanresourcesfor
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BSNL’s continued operation,policies forgreaterprofessionalization,
increaseddevolutionofdecisionmakingtothecircleheads,improvedIT
systemsetc.

iv. iv.BSNL and DoT mustcome up with a plan within sixmonths of
allocationof4G spectrum astohow itcanbestutilizeitsresources
includinghumanresources.Thelattermayrequireoffering/negotiationat
variouslevelswithBSNL,possibilityofVRSorreductionofsuperannuation
agealongwithdiscussiononbusinessplanandpay-revisionandtransfer
of employees to different proposed infrastructure and project
organizationsofBSNLandprogramssuchasDigitalIndia,Solarmission,
SmartCitiesetc.Thedetailsoftheimpactofreducingtheretirementage
andintroductionofVRSarepresentedinpoint6.

v. v.Future allotmentofotherspectrum bands (4G,5G,etc.)willbe
conditionaluponBSNL’s(andeachcircle’s)performanceasmonitored
from thethird-yearpost4Gallotment.

6.OrganizationalRestructuring:includingdesignforchallengeshighlightedinPart
Candreductioninsuperannuationageby2years.

a.ReductionofRetirementAge:Werecommendthereductionofretirementage
to58years.TheaverageageofBSNLworkforceisabove55years.Ascanbe
seenfrom Exhibit12,iftheretirementageisbroughtdownto58years,the
reductionofworkforcethatmaybeachievedwillbeabout33,568employees
(17142+16426).

TheemployeebenefitsexpenseofBSNLin2016-17wasaboutRs.15,715Cr
(Exhibit14).TheemployeestrengthofBSNLinthesameyearwas1,96,448
(from BSNLannualreport2016-17).Thisimpliestheperemployeecostis
aboutRs.8lakhs(asper2016-17figures).

AsshowninExhibit12,thetotalsavingduetoreductionofretirementageto
58yearsoverthenextsixyearswillbeaboutRs13,895.44Cr.

Evenifthereductionofretirementagehastobedoneatthecostof
implementingthe7thCPCrecommendations(or3rdPRCofBSNL),thesaving
willbeaboutRs7,505Cr(assuminga15%riseinemployeecostduetothe
implementationof3rdPRC).

b.VRSscheme:AVRSschemeshouldbebroughtinforallemployeesintheage
groupof50ormoreyears.

Theschemewillbemodelledonthefollowinglines(asperDPEguidelines
andthe‘GujaratModel’):

i. Anex-gratiaamountofsalary(pay&dearnessallowance)of35daysfor
everycompletedyearofserviceand25daysforthebalanceofserviceleft
untilsuperannuation(ofupto58years)shallbepaidtotheemployee.

ii. AllnormalpensionarybenefitsunderRule37AoftheCCSPensionRulesin
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additiontotheex-gratiabenefitswouldbeavailabletotheemployeewho
hasbeengivenVRS.

ExpectedCostofVRSScheme:ThecostcomponentsofVRSareasfollows:
Ex-Gratia,Gratuity,Pre-ponementofPension,PensionCommutation,Leave
Encashment.

ThenumberofemployeeswhowillretirethroughVRSwillbe20,883
(assuming25%of[16158+15882+13582+11698+9059+7163+5264+4537])
(referExhibit12).TheemployeecostthatBSNLwilllikelysaveduetotheVRS
willbe20,883*8lakhs=Rs.1,670.56Crperyear(withoutimplementing3rd

PRC)and20,883*9.2lakhs=Rs.1921,24Crperyear(afterimplementing3rd

PRC).

Asofnow,wedonothaveexactdataofVRScomponents..However,given
theexperienceofMTNL(estimatedcostwasRs.5953Cr.for9527
employeesofMTNL2),weestimatethecostofVRSwillbeaboutRs13,048.86
Cr.

c.BSNLLeadershipandBoardofDirectors:TheBoardofDirectorsshouldalso
includeprofessionalswhohavehadexperienceofrunninglargebusinesses.
Theboardshouldnothaveonlycivilservantsandacademiciansas
IndependentDirectorswhohavenotbeenassociatedwithrunningof
business.Academiciansfortop-rankedIndianmanagementinstitutesor
foreigninstitutesmaybeoptedforboardpositions.However,thenumberof
academiciansshouldnotbemorethan1atanytime.Also,thetopmanagerial
positionsshouldnotbeleftvacantforaperiodofmorethan3months.

d.Implementingaperformance-drivenculture:Allemployeesshouldbe
evaluatedonawellestablishedperformancecriteria.Amerit-basedculture
shouldbecreatedintheorganization.Allappointments(recruitmentsand
promotions)shouldbebasedstrictlyonmerit.ThetopleadershipofBSNL
shouldbeevaluatedbyDoTandshouldbemadeaccountablefortheprofits
andhealthoftheorganization.Weevensuggestthatthetopleader(CMD)
shouldbeaprofessionalwhohashadexperienceofrunningbusinessrather
thanagovernmentservantwhoisappointedonafixed-tenurebythe
government.

e.DetailsofotherchangesinBSNLthatwillberequiredforaturnaroundwillbe
providedintheFinalDraftReport.Theaboveisindicativeofthemajor
changesnecessaryatthetoplevelonly.

7.ProvideContingentLiquiditySupportforBSNL:Givenitsfinancialcondition,BSNL
mayrequirefinancialsupportforittoberevivedinfuture.BSNLhasalready
askedforauthorizationtotakeloansfor50%ofitsoperatingexpensesfornext2
years.Whilefrom anaccountingpointofview,askingforletterofcomfort(a
contingentliability)isnotsameasbudgetarysupport,economicallybothare

2AsperdetailssharedwithusaboutVRSschemeforMTNLbyDoT
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equivalent.Insteadofprovidinganad-hocsupportasaskedfor,BNSLneedsto
beprovidedthismuchneededsupportbasedoncircle-wisebusinessplansand
itscontinuation/enhancementshouldbebasedonkeymilestonestobeachieved
goingforward.

8.PostponeListingofBSNL:WhilethereisapossibilityoflistingofBSNLtobringin
financialefficiencies,givenBSNL’scurrentfinancialsituationandthemarket
sentimentswithregardtoperformanceofgovernmententities,wedonotthink
thisisanopportunetimeforthis.("MostIPOsofthegovernmentcompaniesin
thepasttwoyearshavenotbeenfruitfultoinvestors.Sharepricesofcompanies
–includingGardenReachShipbuilders&EngineersLimited,IrconInternational
Limited,TheNewIndiaAssuranceCompany,GeneralInsuranceCorporationof
India–whichwerelistedonthestockexchangesaretradingmuchbelowthe
issueprice.ThishasresultedinsteeplossestotheIPOinvestorsanddented
demandforsharesofgovernmentcompaniescomingupforlisting."
(https://indianexpress.com/article/business/railtel-wapcos-among-6-cpses-to-issue-ipos
-listing-schedule-to-follow-5514366/ accessedonJanuary4,2019)

Afterfiveyears,ifBSNLisabletoimplementcriticalsuggestionstoimproveits
financialand organizationalsituation,then atthatpoint,BSNL should be
consideredforprivatization,eitherthroughalistingorastrategicrole.

9.CreateanIndependentReview Mechanism:Simultaneouslyinworkingoutthe
stepsidentifiedabove,thegovernmentmustsetupanindependenton-going
review mechanism forassessingtheefficacyofBSNL’sboarddecisions.This
mechanism shouldhaveaverylow representationfrom thegovernment.Since
continuationofBSNLwouldbecontingentuponittakingseveralsteps,including
thosementionedabove,andsomeofthesearedifficultandtransformational,
suchamechanism willstrengthentheBoardprocessesandprovidevisibilityto
BSNL’sefforts.
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Exhibits

Exhibit1:DateandLocationofMeetingBSNLTeams

SrNo Location Circle
Datesof
Meeting

Vertical/Team

1 Ahmedabad Gujarat
8thand9th

October,
2018

CGM,PGM (Fin),PGM (CM),
PGM (NWP-CFA),PGM (NOW-
CFA),Sr.GM (HR/Admin),GM

(Mktg-CM),Unionsand
Associations

2 Trivandrum Kerala
1stand2nd
November,

2018

CGM,PGM (Fin),PGM (TVM BA),
Sr.GM (SalesandMarketing),

GM (HRandadmin)

3 Shillong NE1
29th

November,
2018

CGM,GM (S&M -EB),PGM
(CFA),PGM (CM),GM (HRand

AdminandChiefEngineerCivil),
UnionsandAssociation

4 Kolkata
Calcutta

Telephones

30th
November

and1st
December

2018

CGM,SrGM (HRandAdmin),
PGM (Fin),PGM (CFA),PGM

(Transmission),PGM (Planning
andDevelopment),PGM

(Transmission),PGM (CM),GM
(SalesandMarketing),Unions

andAssociations

5 Chandigarh PunjabCircle
4thand5th
December,

2018

CGM,DGM (Marketing),GM
(CM),GM (CFA),GM (Finance),

GM (EBandIT),GM (HRand
Admin),CE(Civil/Electrical)

Source:MeetingscheduleassharedbyBSNL
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Exhibit2:TotalSubscribersbyOperatorasof31stMarch
(cr)

Company 200
8-09

200
9-10

201
0-11

2011
-12

201
2-13

201
3-14

2014
-15

201
5-16

201
6-17

2017
-18

Reliance
Jio - - - - - - - - 11 19
Bharti
Airtel 10 13 17 18 19 21 23 25 28 31
Vodafone 7 10 13 15 15 17 18 20 21 22
BSNL 8 10 12 12 12 11 9 10 12 12
Idea 4 6 9 11 12 14 16 18 19 20
Total 29 39 51 57 59 62 66 73 90 104

Source:DoTcompileddatafrom Telecom StatisticsIndiaReport2018accessedon

22/12/2018
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Exhibit3:SubscriberMarketSharebyOperatorasof31stMarch
(%)

Company 200
8-09

2009
-10

201
0-11

2011
-12

201
2-13

2013
-14

201
4-15

201
6-16

2016
-17

201
7-18

Reliance
Jio - - - - - - - - 12 18
Bharti
Airtel 33 33 33 32 33 33 35 35 31 30
Vodafone 24 26 27 26 26 27 28 27 23 22
BSNL 28 25 23 21 21 18 14 14 13 12
Idea 15 16 18 20 21 22 24 24 21 19
Total 100 100 100 100 100 100 100 100 100 100

Source:DoTcompileddatafrom Telecom StatisticsIndiaReport2018accessedon

22/12/2018
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Exhibit4a:OperatorwiseTotalIncomefortheYearEnding31stMarch

(Rscr)

Company

2008-
09

2009-
10

2010-
11

2011-
12

2012-
13

2013-
14

2014-
15

2015-
16

2016-
17

2017-
18

Reliance
Jio - 0 1 0 0 0 1 3 1

20,15
8

Bharti
Airtel

34,53
9

35,98
7

38,33
9

42,22
9

46,81
4

50,77
2

60,68
9

62,04
4

64,80
3

54,74
0

Vodafone
*

20,40
0

23,60
0

27,30
0

31,64
9

36,58
6

40,60
6

45,55
0

43,30
2

42,84
3

34,75
7

BSNL
35,81

2
32,04

5
29,68

8
27,93

4
27,12

8
27,99

6
28,64

5
32,41

1
31,53

3
26,76

6

Idea
10,33

4
12,31

2
15,50

7
19,30

8
22,15

7
26,40

3
31,73

2
35,98

1
35,47

6
28,12

7
Source:CapitalineDatabase/TRAI/DoTreportsaccessedon22/12/2018
*Source:Voice&Data,from variouseditions,availableathttp://voicendata.ciol.com/,
accessedon
July20,2018andCompany'sannualreportsaccessedfrom CMIEPASEdatabaseon

22/12/2018
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ServiceProviderwiseAdjustedGrossRevenueforAccessServices

Operator

CalendarYear
(Rscr)

MarketShare
(%)

2016 2017 2016 2017

RelianceJio -303 7,466 -0.19 6.09

Bharti 48,880 36,922 29.88 30.11

Vodafone 34,680 26,308 21.20 21.46

BSNL 13,110 10,564 8.01 8.62

Idea 29,436 22,616 17.99 18.44

Others 37,802 18,738 23.11 15.28

Total 1,63,605 1,22,614 100 100
Source: TRAI Yearly Performance Indicators of Indian Telecom Sector 2017,
https://www.trai.gov.in/sites/default/files/YPIRReport04052018
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Exhibit4b:TotalExpensesbyOperatorfortheYearEndingMarch31st

(Rscr)

Company
2008

-09
2009

-10
2010

-11
2011

-12
2012

-13
2013

-14
2014

-15
2015

-16
2016

-17
2017

-18
Reliance
Jio - 1 1 3 3 5 9 15 31

16,31
2

Bharti
Airtel

21,53
4

18,80
0

20,44
3

24,17
9

28,82
2

30,69
2

33,02
6

41,62
7

45,10
6

43,60
6

Vodafone
* 1,984 2,142 2,493 2,854 3,336 3,837 3,833 3,825 1,911 1,845

BSNL**
31,11

7
31,73

1
33,84

2
30,66

5
28,97

1
28,75

9
31,13

2
30,06

0
29,75

6
33,72

4

Idea 7,436 9,613
12,91

6
15,88

1
18,27

5
22,46

5
25,89

4
29,39

8
32,07

1
29,75

5
Source:CapitalineDatabase/TRAI/DoTreportsaccessedon22/12/2018
*Source:AsperCapitalineDatabaseforVodafoneIndiaLtd.-Figurestobechecked.
**TotalExpensesfor2017-18
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Exhibit4c:OperatorwiseProfitafterTaxfortheYearEnding31stMarch
(Rscr)

ProfitafterTax(PAT)

Company
2008-

09
2009-

10
2010-

11
2011-

12
2012-

13
2013-

14
2014-

15
2015
-16

2016-
17

2017-
18

Reliance
Jio

- -1 -5 -5 -6 -11 -23 -16 -31 723

BhartiAirtel
7,744 9,426 7,717 5,730 5,096 6,600 13,20

1
7,780 -9,926 79

Vodafone*
†

147 250 -1,157 -2,251 -1,391 1,166 -17 1,322 -4,314 -8,082

BSNL 575 -1,823 -6,384 -8,851 -7,884 -7,020 -8,234 -4,859 -4,793 -6,213
Idea 1,001 1,054 845 577 818 1,689 2,810 2,646 -831 -4,781

Source:CapitalineDatabase/TRAI/DoTreportsaccessedon22/12/2018
*Source:Consolidatedfrom yearlyannualreportsofthecompanyonCMIEPacedatabase
accessedon 22/12/2018
†PATforyears'09,'11and'12areforVodafoneIndiaLtdanddonotincludeothergroup
companiesasthedateforthem couldnotbevalidated
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Exhibit5:OperatorwiseExpensesperSubscriberasof31stMarch
(Rs)

Expenses(CostofProduction+SellingCost)

Company
2008
-09

2009-
10

2010-
11

2011
-12

2012-
13

2013-
14

2014-
15

2015
-16

2016
-17

2017
-18

RelianceJio - - - - - - - - 3 874
BhartiAirtel 2,228 1,438 1,235 1,310 1,505 1,470 1,439 1,633 1,625 1,415
Vodafone* 288 212 185 190 219 230 208 193 91 83
BSNL** 3,819 3,262 2,891 2,535 2,382 2,542 3,339 2,959 2,585 2,721
Idea 1,728 1,506 1,443 1,409 1,503 1,654 1,641 1,679 1,688 1,526

Source:CapitalineDatabase/TRAI/DoTreportsaccessedon22/12/2018
*Source:AsperCapitalineDatabaseforVodafoneIndiaLtd.-Figurestobechecked
**TotalExpensesfor2017-18
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Exhibit6:MergerControlinThreeEUMarkets

Country Austria

Year 2012

Players
H3G,Orange,Telecom Austria,T-Mobile

 
Proposed

Merger
H3G/Orange

Decisionon
Merger

Overallevidenceindicatedthatmergerwouldleadtosignificantunilateraleffectswhichwasidentifiedasprincipaltheoryof
harm

Quantitative
Techniques

Evidencefrom surveys,marketdataand
econometricsimulationstoassescloseness
betweenH3G/Orange

GrossupwardpricingpressureindexwasusedforfirsttimeinPhase-II
mergertoanalyzetheimpactofconcentrationonretailmobileprices

Merger
Challenges

H3Gwas
identifiedas
modern
innovative
MNOthathad
disrupted
market
throughfirst-
timeservices,
bestnetwork
quality,
aggressive

Disappearance
ofH3Gwas
expectedto
leadto
stabilizationof
marketsand
absent
substantial
efficiency
gainstoresult
indiminished
incentivesfor

Quantitative
evidence
indicated
H3Gwasa
more
significant
competitive
forcethanits
marketshare
showed

Aftermerger
itwasunlikely
thatanew
MNOcould
enterthe
marketin
shortterm

MVNOs
whichcould
discipline
pricesatthe
retaillevel
werefewand
farin
betweenas
incumbent
mnoshad
raised
artificially

Overall
immense
market
failure

Tooperateas
anMVNOin
Austria
required
entrantsto
access
portability
database
involving
substantial
investmentand
lengthyperiod

In
absence
of
remedie
s
unlikely
MVNO
orMNO
could
enter
the
market



32

price-based
competition&
datafocused
strategy

H3Gto
continueto
compete
aggressivelyin
markets

highbarriers
toentryby
protecting
retail
business
throughhigh
wholesale
accessfees
andinsome
cases
outright
refusalto
enterinto
negotiations
withmvnos

oftimeor
neededto
enter
agreement
withanother
MNO.Orange
wasinfour
mnostooffer
thisservice

Merger
Remedies

Parties
enteredinto
anupfront
MVNO
agreement
withUPCto
ensureentry
asfullMVNO

Partiesalso
offeredto
provide
wholesale
accesson
competitive
termsand
conditionsto
upto16mvnos
overnext10
yearstomore
than30%of
H3Gsnetwork
capacity

Fasttrack
dispute
resolution
was
proposed

H3Goffered
todivest2*
10mhzof
spectrum in
the2600mhz
frequency
bandtoanew
entrant-that
spectrum
reservedtobe
soldatan
auction

Mergerwas
conditionalon
saleof
subsidiaryto
A1Telekom
Austria&H3G
offeredtosell
spectrum and
someassets
toA1

 

Merger
Impact

Evidenceof
positive
impactof
consolidation
oninnovation
andqualityof
serviceby
examining
direct
measuresof
consumer
benefits

Gsmareport
highlights
importanceof
dynamic
efficienciesin
mobile
mergersand,
inparticular,
howthese
efficiencies
directlybenefit
consumers

Analysis
showsthat
the2012
merger
accelerated
hutchison’s
4g
population
coverageby
20to30per
centand
delivered4g
download
andupload
speedsthat
are7mbps
and3mbps
higherthan
wouldhave
been
expected
withoutthe
merger

Resultedin
hutchison
outperforming
european
operatorsin
similarmarket
positions

Themerger
significantly
increasedthe
qualityofall
mobile
networks,
with4g
downloadand
upload
speeds
increasingby
morethan13
mbpsand
4mbps,
respectively

Suggests
thatthe
merger
enhanced
competition
innetwork
quality,with
resulting
benefits
seen
acrossthe
entire
mobile
market

Findingshave
potential
implications
forall
competition
policiesthat
dealwith
market
concentration,
andfor
policymakers
considering
howdifferent
market
structuresin
mobile
marketscan
deliver
sustainable
competition
and
investmentsin
thelatest
mobile
technology

 

Country Ireland

Year 2013

Player
Hutchinson3G

UK
TelefonicaIreland

(O2)
Eircom Vodafone  

Proposed
Merger

Hutchinson3GUK/TelefonicaIreland(O2)

Decisionon
Merger

Allowedwithconditions

Quantitative
Techniques

EffectsbasedapproachoftheCommissionunder2004regulation
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Merger
Challenges

unilateral
effects

identifiedas
principalof

harm

eliminationofH3G
expectedtoweaken
pressureonMNOs

includingO2

merger
expectedto
removethis
competitive
constraint&

generate
market

equilibrium

WholesalelevelH3G/O2
competedtoprovide
accesstoMVNOwith
limitedofferingfrom

Vodafone,Eircom would
havelimitedabilityto

offeraccesstoMVNO

Reduced
competitionat

wholesalelevelwas
expectedto

devitalize
competitionatthe

retaillevel

 

Merger
Remedies

Parties
committedto

reinstatelossof
competitive
constraint

exertedbyH3G
andtopreserve

pre-merger
stateof

competitionin
themarket

partiesenteredinto
anupfrontcapacity

agreementatafixed
pricewithpre-

approvedMVNO

Upfront
MVNOtobe

offeredoption
toacquiresub
-brandofO2

orits
customer

base

Partiesofferedtoenter
intogood-faith

negotiationswith
potentialsecondMVNO
duringentryperiod,and

onfailuretoenter
agreementduringperiod

divestituretrusteehad
authoritytoofferthe

capacityforallocationto
allpotentialMVNO

entrantsatpre-agreed
minimum price

partiesoffered1st
or2ndMVNO

optiontobuy5
blocksofspectrum
in1800,2100,900

MHzbands-
MVNOshad10year

periodinwhichto
enternegotiations
withmergedentity

Eircom
commitment
partiesoffered
toamendNSA
soithadmore
options

Merger
Impact

ForIrelanddata
areavailablefor
onlyoneanda
halfyearsafter
themergerand
thereforeonly

shorttomedium
runeffectscan
beestimated.

IntheIrishcase,the
resultsofthe

estimationssuggest
thatthemergerled

toastatistically
significantprice

increaseinallthree
baskets(low,

medium andhigh
usage),butthatthe

magnitudeand
persistenceofthis

effectvariesacross
baskets.

Itisonlyfor
thehigh

basketthat
theprice
effectis

sustained
acrossthe

entireperiod
understudy.

Althoughthesizeofthe
coefficientsandthe

statisticalsignificance
varyacross

specifications,most
specificationsshowat

leastonesignificant
priceincreaseinatleast
onepost-mergerperiod

foreachofthethree
baskets.

Theimpactofthe
MVNOremedywas
small:twoMVNOs
enteredthemarket
inthesecondhalf
of2015,buttheir

marketshare
remainedbelow1%
eachbymid-2017

andoneofthe
MVNOsleftthe
marketin2018.

Commission
found

commitmentso
beinsufficient

toalleviate
competition

concernsand
prohibited

merger

Country UnitedKingdom

Year 2016

Player H3G Telefonica Vodafone
BTEverything

Everywhere
Proposed

Merger
H3G/Telefonica

Decisionon
Merger

Expectedtohaveadverseeffectson
retailmarketsformobileservicesand

Expectedtohaveadverse
effectsonretailmarketsfor
wholesaleaccessand call
originationonpublicmobile

telephonenetworks

 

Quantitative
Techniques

Diversionratiosindicatedmerging
partieswerebestalternativesforone
anotherasEEandVodafonefocuswas
onvaluegenerationandcustomer
retention

Mergeralsoexpectedtohave
adverseverticaleffectsonthe

retailmarketsfortheprovision
ofdownstream (mobile)and

upstream (wholesale).services.

4MNOsparticipatedin
complexintertwined
NSAs&mergerwas
expectedtoeffectat

leastone

 

Merger
Challenges

Qualitativeandquantitativeevidence
thatH3Gwasanimpcompetitive

constraintthatpromptedcompetitorsto
offeraggressivesubscriptionsat

cheaperrates

H3Ghadoffereddisruptive
monetizationandroaming

proposition"roamingw/obill
shock"-forcingothersto
respondwithsimilaroffer

H3Goffered4G
servicesatnoextra

costasagainst4gas
premium service-led

topricewar

wholesale
competitionalso
impactedasH3G

offeredaccesstoall
typesofMVNO

Merger
Remedies

Tescomobilecomponent:divestO2
stakeinTescomobile/create

independentMVNO

newentrantoperator
commitment:upfront

commitmenttoofferaccessto
O2networkinform ofperpetual

fractionalnetworkinterest

networksharing
commitment:

implementnetwork
integrationplan

wholesalemarket
commitment:offered
equivalentqualityof

service

Merger
Impact

WhilebothBT/EEmergerandH3GUK
concernedsamerelevantmarketone
wasallowedthoughsecondalthough

assessedonsimilargroundsand
processandundertakingsimilar
commitmentswasnotallowed.

H3Gdecisionisinconsistent
withCommission'sapproachin

othermergersfollowingthe
priority-basedprinciple

Raisesquestionswith
regardtosubstantial
aspectsofEUmerger

control
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Source: Tyagi,Kalpana(2018)."FourtoThreeTelecom Mergers:Substantial IssuesinEU
MergerControlintheMobileTelecommunicationsSector",InternationalReviewof
IntellectualPropertyandCompetitionLaw, February2018,Volume49,Issue2,pp185-220

Exhibit7:TotalandRuralMarketShareofTelecom ServiceProvidersasofMarch31,
2018

Service
Provider

Total
Subscribers

(cr)

Subscriber
Market
Share

(%)

Urban
Revenue
Market
Share

(%)

TotalRural
Subscribers

(cr)

Rural
Subscribers

(%)

Rural
Subscriber

Market
Share

(%)

RelianceJio 19 15 15 5 27 9
BhartiAirtel 31 26 28 16 51 30
Vodafone 22 18 31 12 54 23
BSNL 12 10 3 4 32 7
Idea 21 18 6 11 54 22
Others 15 13 18 4 29 8
Total* 121 100 100 52 41 100

*Operatorwiseyearendfigurerepresentsaverage
Source:TheIndianTelecom ServicePerformanceIndicatorsreportbyTRAIaccessedon
22/12/2018
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Exhibit8:Spectrum HoldingbyBandasof2018

Operator
Bands(MHz)

850 900 1800 2100 2300 2500
BhartiAirtel 53 117 349 170 561  
Aircel   13 75 65    
Vodafone
(VodafoneIdea)   137 393 195 30 370
RJio 204 10 164 65 600  
BSNL/MTNL 38 138 66 215   280

Source:Spectrum HoldingSheetasof2018,telecomtalk.info



36



37

Exhibit9:CirclewiseBSNLSpectrum HoldingwithExpiryYear

 

850MHz 900MHz 1800MHz 2100MHz 2500MHz

Non-
Liberalised

Non-
Liberalise

d

Non-
Liberalised

Liberalised
Liberalise

d

Yearof
Expiry

Yearof
Expiry*

Yearof
Expiry**

YearofExpiry
Yearof
Expiry

2020 2019 2020 2028
203

8
2028

Total 37.5 138.2 66.2 105 110 280
Source:https://telecomtalk.info/india-spectrum-data-sheet/134245/

*900MhzSpectrumsforMumbaiandDelhiexpiringin2020

**1800MhzSpectrum forMumbaiandDelhiexpiringin2019

Exhibit10:ComparativeAspectsoftheThreeFeasibleBands

SN
o

Bandswhich
areAvailable

pan-India

(MHz)

ReservePrice(for
the20LSAthatare

BSNL’sAreasof
Operation)

(Rscr)

Device
Ecosyste

m
Maturity

Remarks

1 700 43490 Low Therewerenobiddersfor
thisband,despiteitsgood
propagationcharacteristics
duetotheveryhighreserve
priceandpoorlydeveloped
deviceecosystem

2 2100 13665 High SinceBSNLhasexisting3G
servicesinthisbandand5
MHzisavailableacrossall
statesotherthanRajasthan,
whereBSNLisseeking5
MHzinthe800MHzband

3 2300 5576 Mature Theavailablespectrum in
thisbandneedstobe
refarmedfrom various
governmentagenciesandthe
subsequentavailable
spectrum isfragmented.



38

Source:Author’sanalysisbasisTRAIdata

Exhibit11:InfrastructureCostsofBTS

Operator Contractor

NoofBTS
(3,00,000to

482252)

TotalBTS
ManagementCost

for3Years
(Rscr)

AnnualBTS
Management
CostperBTS

(Rs)

AverageAnnual
RentalperBTS

(Rs)

TotalAnnual
costperBTS

(Rs)

Airtel Ericsson 3,00,000.00 3,350.00 37,222.22 3,60,000.00 3,97,222.22

Peryearcontractcost     1,116.67      

Operator Contractor

NoofBTS
(3,00,000to

482252)

TotalBTS
ManagementCost

(Rscr)

Scenario1   NoofBTS 482252

BSNLexistingtowers     80000

AnnualCostofUpgradation(Rscr)     185

NewProposedTowers     20000

AnnualCostofMaintenance(Rscr)     766
TotalCostofalltowersfor3years
(Rscr)     2855

       

Scenario2   NoofBTS 300000

BSNLexistingtowers     80000

AnnualCostofUpgradation(Rscr)     298

NewProposedTowers     20000

AnualCostofMaintainence(Rscr)     794
TotalCostofalltowersfor3years
(Rscr)     3,277

*Theabovecalculationisrepresentativeandhasbeenderivedfrom publiclyavailable
information.Similarvaluesareavailableforotheroperatorsforleasing.Rentalforoldtowers
nottakenastheyalreadyexist.Source:
https://telecom.economictimes.indiatimes.com/news/ericsson-bags-500-million-pan-india-
managed-services-deal-from-bharti-airtel/55094651asaccessedon03/01/2018

Source:https://economictimes.indiatimes.com/news/company/corporate-trends/reliance-
jio-signs-lease-for-base-stations-with-tower-companies/articleshow/53954248.cms
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Exhibit12:EmployeeCostCalculationforBSNLwithFourYearReductionin

RetirementAge

BeforeReductionofRetirementAge AfterReductionofRetirementAgeto58years

FY
Working
Strength

Retirement
Present

EmployeeCost*
FY

NewWorking
Strength

Retirement

Revised
EmployeeCost

(without3rd
PRC)

Saving

Revised
Employee
Cost(with
3rdPRC)

Saving

2018-19(as
on

01.09.2018)
174312 15741

2019-20 158571 17142 12685.68 2019-20 125003 16158 10000.24 2685.44
11500.27

6
1185.40

4

2020-21 141429 16426 11314.32 2020-21 108845 15882 8707.6 2606.72 10013.74 1300.58

2021-22 125003 16158 10000.24 2021-22 92963 13582 7437.04 2563.2 8552.596
1447.64

4

2022-23 108845 15882 8707.6 2022-23 79381 11698 6350.48 2357.12 7303.052
1404.54

8

2023-24 92963 13582 7437.04 2023-24 67683 9059 5414.64 2022.4 6226.836
1210.20

4

2024-25 79381 11698 6350.48 2024-25 58624 7163 4689.92 1660.56 5393.408 957.072

2025-26 67683 9059

2026-27 58624 7163 TotalSaving 13895.44 7,505

2027-28 51461 5264

2028-29 46197 4537

*Atthepresentrate,peremployeecostforBSNLonaverageisaboutRs.8lakhsperyear.
**Afterimplementing3rdPRC,peremployeecostwillonaveragebeRs.8lakhsx1.15=Rs.9.2lakhsperyear.The
calculationshavebeenshownwithandwithouttheimplementationof3rdPRC.



40

Exhibit13:LandValuationofBSNL-DoT

Source:InternalBSNLDocuments
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Exhibit14:BSNLRevenuesandExpenses

Sl.No. CircleName
Income/Revenue OtherIncome

Employeebenefits
expenses

Otherexpenses

2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17

1 CORPORATEOFFICE 2981.04 408.43 1522.24 374.30 -637.11 -151.89 32.94 0.01

2 ASSAM 468.83 510.87 32.72 82.15 287.84 289.89 204.96 181.92

3 KOLKATATELEPHONES 693.04 697.42 90.68 126.41 564.48 554.34 350.19 315.07

4 CHENNAITELEPHONES 975.05 973.22 39.56 85.55 581.47 550.19 243.49 239.21

5 ANDHRA 2571.69 2617.23 278.03 157.49 1633.49 1649.61 915.60 815.11

6 BIHAR 473.79 549.64 68.18 98.36 336.33 342.48 400.18 375.87

7 GUJRAT 1500.84 1521.45 64.46 85.68 1189.08 1183.18 414.08 431.73

8 J&K 459.50 461.72 19.85 18.39 152.99 156.99 165.96 163.91

9 KARNATAKA 2498.33 2311.68 258.35 98.89 1226.33 1190.70 682.02 780.46

10 KERALA 3059.25 3176.84 101.07 85.49 965.63 967.55 837.74 869.14

11 MADHYAPRADESH 1011.07 961.15 133.17 129.82 599.12 559.11 326.30 349.85

12 MAHARASHTRA 2931.25 3390.85 160.73 339.09 1589.74 1489.55 1188.41 1081.04

13 NE-I 204.38 217.58 22.81 38.78 120.03 120.84 85.62 84.88

14 PUNJAB 1118.93 1365.61 49.12 123.45 580.64 590.02 500.31 439.07

15 ORISSA 930.19 928.32 47.00 62.16 270.34 277.78 343.47 356.54

16 RAJASTHAN 1353.77 1196.06 237.78 67.57 676.97 684.17 456.11 466.09

17 TAMILNADU 2161.16 2176.95 130.88 152.87 1170.87 1139.70 749.01 730.76

18 UPEAST 1524.49 1489.83 157.73 59.34 696.42 691.42 896.81 804.07

19 UPWEST 794.25 763.17 60.98 113.40 479.34 465.74 451.22 469.63

20 WESTBENGAL 579.51 886.16 80.52 331.79 484.01 473.22 329.80 394.89

21 HARYANA 804.36 799.53 45.53 60.85 333.69 294.70 313.02 361.06

22 HIMACHALPRADESH 411.91 373.92 4.54 11.56 206.27 216.36 164.05 110.68

23 TELECOM STORES 0.30 3.25 0.30 3.25 15.98 16.17 0.72 1.25

24 TFMUMBAI 43.50 51.74 1.72 3.89 45.09 20.76 2.79 40.41
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25 TFKOLKATA 7.96 124.43 3.83 1.71 37.43 50.30 12.72 87.39

26 TFJABALPUR 23.06 119.98 1.73 2.33 22.86 22.56 4.03 120.00

27 NTP 1.47 1.18 1.47 1.18 48.97 38.99 6.26 4.09

28 WTP 23.25 16.13 23.25 16.13 21.95 10.57 9.06 3.73

29 STP 122.47 100.69 50.66 21.29 48.89 43.20 24.81 33.67

30 ETP 4.95 0.95 4.95 0.95 39.19 24.81 1.03 1.99

31 NTR 696.78 882.37 66.06 52.67 236.96 242.21 577.54 452.45

32 WTR 6.36 14.76 3.92 10.42 146.66 151.09 52.56 66.34

33 STR 35.46 39.96 4.21 7.13 178.88 187.91 66.64 71.86

34 ETR 3.51 4.64 3.44 4.64 138.74 143.57 58.26 106.74

35 T&DJABALPUR 0.20 0.21 0.20 0.21 49.89 51.58 1.20 1.44

38 BRBRAITT 3.88 3.66 3.88 3.66 16.73 17.70 2.55 4.87

39 ALTTC 1.99 2.38 1.99 2.38 23.20 22.45 4.22 4.04

40 TASKFORCEGHY 0.12 -30.69 0.12 1.48 0.00 27.43 0.03 2.96

41 BBNW 0.27 0.29 0.27 0.29 23.18 26.37 29.39 50.93

42 NCNGN 0.18 0.07 0.18 0.07 14.15 18.74 20.58 28.39

43 A&N 158.19 190.79 2.16 11.35 20.57 21.75 22.73 25.50

44 PAOHQ 532.47 861.82 6.36 109.56 160.52 198.99 262.95 296.99

46 QA 8.58 19.43 8.58 19.43 25.31 23.47 1.70 1.42

48 ITPCPUNE 0.00 2.09 0.00 2.09 0.00 64.20 0.00 66.20

49 NATFM 1.17 0.26 1.17 0.26 3.82 2.94 1.91 1.37

50 CHATTISGARH 342.52 445.43 16.03 10.14 126.85 126.81 131.23 154.82

51 JHARKHAND 271.37 434.68 34.64 65.39 170.34 174.25 172.32 207.24

52 UTTARANCHAL 287.69 270.02 17.81 12.73 143.20 146.68 109.48 103.77

53 NE-II 327.01 195.29 165.62 61.69 101.82 102.62 197.36 62.12

62 NFS 0.00 0.00 0.00 0.00 0.00 1.70 0.00 0.18

Total 32411.33 31533.45 4030.47 3129.72 15369.17 15715.45 11825.37 11823.13
Source:BSNLInternalDocuments
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Annexure

Annexure1:ListofPeopleMet(tobeinsertedlater)


