D.O.No.CMD/BSNL/5865(L)/08
Dated, the 2nd August, 2008.
Dear Shri

The Joint Forum of BSNL Associations/Unions of Executives and Non-Executives have, vide their resolution dated 31.7.2008, conveyed their protest against merger of ITI with BSNL and listing of BSNL through IPO route.  Further, the BSNL Employees Union has given a notice for nation-wide general strike on 20th August 2008 on various issues including issue of disinvestment/privatization of PSUs. 
2.
It appears, there are some apparent misgivings that the disinvestment of partial stake by the Government in BSNL through IPO is not in the interest of the employees.  At the outset I would like to apprise you that the employees’ unions/associations have always been relentlessly striving towards achieving the Navratna status for the company. The management has also been pursuing this objective before the Apex Committee.  Recently, the Apex Committee has decided that the listing status would be considered while considering the proposals for conferment of Navratna status.

3.
Further, I would like to inform you that the Government of India, Department of Public Enterprises has issued guidelines for implementation of the “Corporate Governance Norms” in the unlisted CPSEs also. The Corporate Governance norms, inter-alia, stipulate that the  unlisted CPSEs shall get listed, within a reasonable time frame.  Listing will not only strengthen company’s case for conferment of Navratna status, but will also help unlocking its value and in making the company a vibrant and visible organisation. At this stage, the company is not in need of raising fresh capital by an IPO; the Board, therefore, decided that in order to avail the benefits of listing, the Government may offer for sale a small percentage of its holding through IPO.
4.
Therefore, I would request you to call the circle representatives of staff associations/unions to dispel the misgivings if any and to allay the fears of staff association/unions explaining to them that listing of BSNL with stock exchange(s) by disinvesting a small percentage of Government’s equity holding in BSNL through IPO does not amount to  privatization. 

5.
Further, by virtue of its being a closely held Un-listed Government Company, the BSNL does not enjoy the benefits as are available to other listed entities in the telecom sector, such as Valuation by the Market, Larger Visibility in domestic and international financial markets, which, in turn, facilitate organic and inorganic growth of an entity.  With listing, BSNL would be able to exploit its full potential to its advantage in many ways, apart from making the employees as one of the stakeholders who stand to gain ultimately. Some of the salient features / advantages of listing are enclosed.
6.
I shall therefore, request you to take all the necessary steps to create greater awareness about the advantages of the listing, amongst all sections of the employees of the organisation; and, do everything to dispel the misgivings from the minds of the workforce. I am also addressing the national level office bearers of all the recognised / major associations/unions of the employees in this regard and would also be meeting them shortly.
Yours sincerely,

[KULDEEP GOYAL]

Shri
Chief General Manager,


 Telecom Circle,

ANNEXURE

Some of the specific advantages which accrue to the organisation by listing are as follows:- 

· Overnight, the company is transformed from being a closely held entity   with   one shareholder to a Company with a large number of holders of its stock, which[the stock], can be easily bought or sold through stock exchange;

· Valuation:- Listing not only helps in unlocking the value of the Company but also enhances Company’s image in eyes of domestic and international community.

· Better employee morale and productivity:-
Going by the practices being followed by similarly placed CPSUs, it can safely be said that the employees of the CPSU were the beneficiaries; as shares are offered to employees as part of ESOP or Employees Share Purchase Scheme offered at concessional price.  These measures provided a chance to participate directly in the Company’s success which enhances their morale and productivity. 
· Creation of Personal wealth of the employees:-
The stock option causes employees to take long term view of the Company. The single act of the Company offering Stock Option to its employees helps them creating or enhancing their personal wealth.  The employee can use publicly traded Shares as collateral to secure borrowings of personal nature. The Shares of listed/publicly traded  stock are more liquid as such can facilitate personal financial and estate planning.
· Liquidity:- A public market makes it easier for the Shareholders to dispose of a portion of their interest, should they wish to diversify their investment portfolio or in case of Stock Option if the particular employee desires to leave the employment can dispose of his /her holding in the open market at prevailing market quote of the script;

· Increased credibility with business partners;- The Company will start providing more information by compliances, conveying that it is doing a business of substance, which  would simply make the suppliers and customers feel more secure about  entering into a relationship with the Company;

· Increased capital and enhanced ability to raise money:-
When  at any stage it is felt that the  Company  is not able  to finance its growth plans from internal accruals/surpluses ,  its listed status would enable it to  easily and in shorter time frame raise additional funds from the domestic or international market  either by public offering of equity or by any debt instrument. If the stock of the Company performs well in the stock market, the Company may be able to sell additional stock or the debt instrument on favourable terms. 
· Improved financial position, without dilution of the stake:-
Based upon the performance of the Company the Share of the Company may command a higher price through an IPO. Thus giving a chance to raise additional capital by issue of less number of shares to the public at high premium without dilution of the Controlling stake. Generally to adopt less risk strategy for the growth, equity is preferred to debt.  The simple effect of IPO of small number of Shares at premium is immediate improvement in liquidity position of the issuer Company or the Seller of the Shares. 
· Improvement in management and employee performance and occurance of corporate culture:- Once the Company goes public by  an IPO the Company will be opened to increased public scrutiny which will change the way it does the business. The expectations and the pressures of the investing community would be real and intense thus forcing the management and the employees to devise new and innovative methods to improve the Company’s performance. The better the performance the better the rewards to the management and the employees. As the performance of the Company its quality of management and employees would be evaluated by the general public and the investing community ,it would  result in introduction of the Corporate culture in the organization by choice.
Apart from above, the listing will lead to increased pressure on the management to maintain its growth rate; expose the management and employees to greater  scrutiny due to corporate governance norms.

