SNEA(I)/CHQ/CMD/8/4-11                                                         Dated 18th April, 11.
To

Sh.  S. C. Mishra,

CMD/BSNL, New Delhi.

Sub: Need for collaborative and innovative thought process and action while finalizing GSM tender for procurement of 15.5 m lines. 

Sir, 

One of the main reasons for persistent debacle in finalizing tender for procurement of GSM equipment has been huge and incomprehensible reluctance on the part of the CM wing to adapt to modern process of tender finalization where inputs from other commercial wings of the Company are given due recognition and serious thought while finalizing the process. This cohesive mechanism of procurement has become imperative considering the implications that wireless segment business has on other potential business products of the Company and also the fact that every initiative of CM wing to procure GSM equipment has derailed because the mechanism were found to be flawed on one pretext or the other.

The need of adopting collaborative approach while finalizing such vital business processes assumes great significance and it is high time that our business heads understand and recognize the importance of such approach particularly how well it has worked in ONGC, Coal India etc. They need to shed their ego that has killed the Company and look forward towards introducing such a culture in the policy making. Some of the important issues that need to be revisited are:
Installation & commissioning - With decades old legacy of carrying out installation and commissioning and having a huge pool of highly talented young people in the Organization which are just not utilized, it is just a question of redeployment and deciding to carry out 100% installation & commissioning in GSM segment. This practice was successfully followed earlier while procuring Landline Switches since time immemorial till year 2001. This has three distinct advantages. First and foremost, we will be able to rollout the network quickly. Second, we do not pay double charges: one to our staff as salary and then to vendor in the name of turnkey project. Third, it will completely reduce the dependence on vendor and we shall be self reliant. DOT’s National Security Guidelines which is a part of our license conditions also mandates this.  

Discarding zones- At the tendering stage, there is no need to specify zone wise requirement, and the bidding should also not be zone wise/circle wise. It should be left to BSNL how it wants to finally place orders. This way BSNL will have more flexibility. 

Improving e-auction method & transparency – Since for GSM projects, five qualified bidders already exist, there is no need to go in for techno-commercial evaluation of these companies every time we need equipment. After issuing our tender documents/specifications to them, they should be asked to submit their willingness that they comply unconditionally to these specifications, along with their BOM, and bid guarantee. Instead of closed-door evaluation approach, BSNL should call all these five vendors one by one and agree to mutually agreeable BOMs (which can be different for all the five companies). Both BSNL & vendors should sign this. There is no reason why this approach which worked successfully for all Landline Switching tenders, earlier should not be resumed for GSM networks. 

After this process, e-auction should be carried out exactly on the same pattern as 3G spectrum auction, with YES or NO button approach. Out of five, say we select three vendors, starting downwards from a reserved ceiling price level. In every round of e-auction, BSNL should reduce it by say one percent, of the previous price. At some stage, some companies will drop out from the bidding process and when only the desired number of companies is left, further e-auction is stopped automatically. In this process, there is no question of offering L1 rates to L2 bidder, etc. The decision can be taken across the board. DOT has already adopted this for 3G spectrum and in other USP Fund tenders. This is quick, hassle free and most transparent mechanism of procurement, besides being financially viable. 

Separately buying towers and power plant/batteries through empanelled vendors by e-auction process - Two items – Power-plant with batteries and Towers - should be bought separately and they can be used for other projects as well. No GSM equipment vendor makes battery or tower themselves. They in fact buy them, keep their margins, and then sell to BSNL. Procurement through this route is not only expensive but also time consuming. Under part-3 of tender for Phase-VI, the bidder had quoted very high prices for infrastructure there needs to be discussion. This was because, BSNL had wrongly relied heavily on large TSPs, and the eligibility criteria were framed accordingly. This had restricted competition and encouraged cartelization. TSPs also do not make anything by themselves, but they buy them from other vendors, keep their margins and then sell/trade to BSNL. Therefore, it is important to buy through empanelled vendors directly through e-auction. This kind of procurement should be an ongoing exercise and MM Cell should be geared-up in such a way that it can procure any item at a short notice depending on the requirement from the field units. Empanelling of vendors should be an ongoing exercise and should be open for 365 days.
Time has come when the concerned business heads strongly continuing resisting reforms in every possible manner and seeing these as anathema are severely pulled up and forced to adopt these measures as quickly as possible because the interests of the Company cannot be mortgaged because of huge reluctance on the part of business heads to embrace innovative business processes. The Organization has just no breathing space to wait for introduction of sweeping reforms and the business heads of the Company should be made to understand this critical fact in uncertain and simple terms as quickly as possible.  

With kind regards,

Sincerely Yours,

( G.L.Jogi)

Copy to:

1. Sh. Kapil Sibal, Hon MOC&IT for kind information & n/a please.

2. Sh Gurudas Kamat, Hon MOS for C&IT for kind information & n/a please.

3. Sh. R. Chandrashekar, Secy/DOT. Business heads of BSNL continue to be captives of primitive thought process and are resisting introduction of innovative business mechanisms.

       4-6. Directors, BSNL/board.

      7-10. EDs/BSNL Corporate office. 

