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If there is one sector in which Indian policymakers can pride themselves on for having pioneered reforms that catalysed the overall economy, it is in telecommunications. Not only has the average Indian become more wired to the world than was possible just a few years ago, this has also been accompanied by the healthy growth of private sector Indian companies catering to an ever-increasing market and a happy adoption of the latest technologies — the problems with the current 3G spectrum allocation notwithstanding. Even so, if there is one sector in which the government may be losing out, it is the telecom industry. For evidence, one need look no further than the publicly-owned Bharat Sanchar Nigam Limited.
Last year, BSNL recorded a massive drop of 80 per cent in its 2008-09 profits in a year that saw private companies romp home on the back of record new subscriptions. That fall in profits, according to the firm, was on account of a huge rise in employee costs following the Pay Commission awards but it was the third year of declining profits; not surprisingly its market share, particularly in the mobile segment, has fallen. What went wrong with the public sector undertaking that came close to occupying the top slot in the mobile segment? Last year, when the firm decided to disinvest to raise cash, its unions protested; currently it is facing a central government inquiry on equipment procuring; the present CMD, who worked some magic at MTNL earlier, will have a tough time with a huge employee overload and the disadvantages of having to function within the framework of a public sector entity in a fiercely competitive market. But help may be at hand from unexpected quarters; a section of employees has urged the government to bring in a professional management team from outside the public sector. This is an unprecedented sentiment, considering that the petition indicates dissatisfaction with the present management and calls for a merit-based approach to promotions — in itself a radical departure from the general opinion of most public sector employees and executives.
Just how deep the malaise runs in BSNL can be gauged by the discontent with a “redundant performance mechanism” and the need to replace it with a merit-based approach. The Prime Minister's Office, currently saddled with the mess, should consider the idea very seriously indeed if it wants BSNL to make up for lost ground in the current market. Doing that could set a healthy precedent for other PSUs.
