No. SNEA(I)/CHQ/Hon PM/2012-14/03   

Dated 25.06.2015
To

Respected Shri Narendra ModiJi, 

Hon’ble Prime Minister of India,

New Delhi.

Sub: Preposterous proposition of the so-called expert committee to hand over critical and challenging job of Rural National Broad Band connectivity to Private operators- move fraught to derail Dream of Digital India and all set to inevitably lead to Incredible cost escalation, arm twisting and holding National Exchequer to ransom by the private sector.
Respected Sir, 

A so-called expert committee, set up by the government to advise it on how to achieve accelerated Broad Band penetration, we understand, has broadly opined that crucial job of accomplishing wide spread and expeditious Broad Band penetration in rural and inaccessible parts of the Country be handed over to the private sector, citing untenable and fabricated grounds. 
Consider the composition of the Expert Committee. It had two past presidents of NASSCOM, the private sector body for the IT industry, three Ex and serving bureaucrats, two professors who have very little telecom background, and one serving officer from Department of Telecom. What was generally missing from the expert committee was expertise on the specific subject.

Given highly dismal and deeply profit entrenched history and culture of the private telecom operators in the Country, who have, since their entry in the telecom sector, blatantly and incessantly abdicated and breached, with impunity, social commitments they were mandatorily to meet in accordance to the provisions laid down in National Telecom Policies of 1995 and 1999, it is highly debatable and questionable whether they will rise to meet the daunting task of achieving widespread broadband connectivity, without holding the National exchequer, in particular, and the Nation, in general, to ransom, as they have done, in the past, and ruthlessly extracting their pound of flesh.       

While this may appear to be a prejudiced and exaggerated statement, but all those tracking telecom developments and its growth closely in the Country, since entry of private sector in the telecom arena, can easily vouch for this hard reality. It is neither an exaggeration nor a prejudiced statement but something that is concluded the way private sector has been dismally participating, with exclusive focus on earning profits, in the growth of telecom, in relation to meeting social obligations of telecom policy for the last two decades, completely devoid of National perspective and commitment.
We are enclosing our rebuttal of the report after a very meticulous analysis, even though we find that the real stake holders of the NOFN project, neither BSNL Management nor any one from trade unions, were associated in firming up the views, in any manner whatsoever, whereas, in sharp contrast, the committee was heavily laden with protagonists of private sector and bureaucrats. The composition of the committee itself goes on to establish and leaves no one in any doubt that government is keen to get a tailor made report to justify transition of execution of such a project of paramount strategic significance from BSNL to private sector on flimsy and non - existent grounds.     

Our response to the said report of the committee, we believe, would, at least be given a very serious consideration and would not be simply dumped by vested interests in collusion with the bureaucracy on frivolous grounds.
With warm regards,
Sincerely Yours,
(K. Sebastin)
General Secretary
Copy to:

1. Shri. Ravi Shankar Prasad, Hon MOC&IT for information &n/a please.

2. Shri. Rakesh Garg, Secretary/DOT for information & n/a please.

3. Shri. Anupam Shrivastava, CMD/BSNL for information please.
4. Smt. Rita Teoatia, Special Secretary/DoT for information please.
5. Smt. Aruna Sundararajan, Member, Committee on NOFN.

6. Shri. A. N. Rai, DIR(EB), BSNL Board for information please.
7. Shri. N. K. Gupta, DIR(CFA), BSNL Board for information please.
8. Shri. N. K. Mehta, ED(CA&IT), BSNL for information please.
9. Smt. Sujata Ray, ED(Fin), BSNL for information please.
10. Shri. Mohd Ashraf Khan, ED(NB), BSNL for information please.
11. Shri. J. Satyanarayana, Member, Committee on NOFN.
12. Shri. Kiran Karnik, Committee on NOFN.

13. Shri. S. Sadagopan, Member, Committee on NOFN.

14. Shri. A. K. Bhargava, Member, Committee on NOFN.

15. Shri. Som Mittal, Member, Committee on NOFN.

16. Shri. Tapan Ray, Member, Committee on NOFN.

17. Shri. Rajat Moona, Member, Committee on NOFN.

18. Shri. V. Umashankar, Member, Committee on NOFN.

1. The National Optic Fibre Network (NOFN) project has been identified as the key element in India's ambitious program to provide e-governance and broadband connectivity, particularly in rural areas. NOFN was to connect 2,50,000 Gram Panchayats with a minimum speed of 100 Mb in the country through optical fibre cable. With this end in view, a Special Purpose Vehicle called Bharat Broadband Network Limited (BBNL) was set up and incorporated as a PSU in February, 2012. 

2. The funding of this project, estimated to be Rs 34,782 crore including the Government User Network, was to come from the Universal Service Obligation (USO) Fund. In the first phase, 1,00,000 Gram Panchayats were to be covered by March, 31, 2014, the next 100,000 by March 31, 2015 and the rest 50,000 by September 30, 2015. The technology to be used was Gigabit Passive Optical Network (GPON) technology, which was indigenously developed by CDOT and licensed to various Indian vendors. The NOFN is to provide non-discriminatory access to all players for providing broadband services over their network.

3. The key problems with NOFN project have been the following:

(a) Delay by the cabinet in releasing the initial funds for BBN (resulting in a delay of 2 years)

(b) Delay in releasing tenders and assigning contracts for cabling and trenching work

(c) Requisite clearances from BBNL for  cabling and trenching work

(d) Securing right of the way (ROW)

4. In spite of these problems, BSNL and the other two PSUs have done a commendable job. They initially executed a pilot project covering 58 Gram Panchayats in 3 states. The pilot project addressed the major issues of connecting the Gram Panchayats and providing various government services over NOFN. Subsequently, more than 2,000 Gram Panchayats in 5 states have been connected are now active. 

5. To evaluate the progress of the NOFN project, an expert committee was set up by the Government of India, with 8 members, 2 of them being past presidents of NASSCOM, the forum of IT private companies. This Committee has submitted its report on March 31st, 2015.

6. The report has virtually gutted the original NOFN project, and has put forward restructuring of the whole project both technically and in administrative terms, with a huge increase in costs and extending the project schedule considerably. It calls this as the Bharatnet instead of the original NOFN project.  It has also suggested that instead of BSNL, which is the only telecom company today providing rural telephony, private players be inducted in. This is without taking into account the dismal record of private players in meeting even their license terms and conditions in rural telephony.
Technical Restructuring and Cost Increase
7. The key technical restructuring proposed are the following:
(a) Change in Technical Architecture: Instead of a radial structure for the BP-GP links, a ring architecture for connecting Gram Panchayats have been suggested, without any analysis for the same. The traffic between Panchayats is low, and can easily be handled by a radial network. The use of a ring network for GP's increases the fibre laying costs, the problems of right of the way and consequently the time frame of the project.
(b) Technology of the network being changed: Based on the ring network architecture, IP-MPLS system has been chosen instead of the GPON architecture currently being used. It may be noted that GPON technology has been indigenously developed by CDOT and has been licensed to 6 Indian vendors. Replacing GPON by IP-MPLS will be a set back to our efforts to indigenize technology, and Make in India plans of the government.

(c) Committee itself has made observations in its report that utilization of services/bandwidth, wherever GPs and BHQ have been energized on a pilot basis in NOFN, is virtually nil, as all MSOs, Telcos and ISPs say that there is no business case to provide service in rural areas. Under such conditions, how IP-MPLS architecture and higher investments in OFC laying is going to increase its utilization is not clear. In fact GPON architecture is good enough to meet bandwidth requirement of GPs for the next 5 to 10 years and higher investments on OFC laying and IP-MPLS ring architecture will be a complete waste.

(d) The number of fibres now proposed for connecting has been increased to 12 fibres from 2 for DPs to BHPs and 4 from 1 for BHPs to GPs. Again, no detailed analysis has been provided for creating this additional infrastructure when it is recognised that the downstream services and rural last mile connectivity infrastructure will take some time before it is in place. Adding this extra capacity for which there is no foreseeable demand of this magnitude, seems only geared to cook figures for showing some spurious advantages for the revised architecture and justifying its cost increase.
(e) The Committee has claimed that Optical Fibre Cable (OFC) of BSNL is very old (>20 years) and has high losses. Hence it has justified laying of all new OFC from Block HQ to GP and from Dist. HQ to Block HQ.  Whereas the fact is that that oldest OFC of BSNL is between DHQ to DHQ. The OFC between DHQ to BHQ and BHQ to GP is a relatively newer one. There might be higher losses in some section due to maintenance issue, which could be rectified easily. Moreover the average distance of BSNL fiber from BHQ to GP is only 1.7Km (less than standard OF cable length of 2.1 Km) and chance of joint in that was quite minimum. Therefore, replacing of all existing BSNL cables is completely uncalled for. Hence committee’s claim that BSNL OFC is not in good condition and justify laying new fibre altogether is not justified. 

(f) Under the revised proposal, instead of 5,75,000 km of Optical Fibre cable, 17,11,000 km of cable will have to be laid, almost 3 times the original proposal. This not only has cost implications, but has very serious time implications as Right of the Way, terrain, difficult areas all have to be taken into account to factor in what will be the impact of such an increase on schedule. 

8. The Committee has claimed that within 1.5 years (by Sept-2017) the whole project will be commissioned, including the laying of roughly 17.11 lakh Km of OFC and H/W installation. Is that practically possible keeping in view availability of OF cable, PLD duct and capability of project execution within country? That too by private players, who have refused to get into rural areas?  
Wrong Cost Increase Calculations
9. The capital cost of the changed architecture is Rs. 72,778 crore from that of Rs. 28,000 crore originally, an increase of 2.6 times from the original estimate.

10. The Committee has sought to justify the cost increase of the revised project by talking about the capital and annual operating costs, and creating some figures of Net Present Value of both.  Here it has inflated the annual cost of the original architecture by talking about leasing 12 fibres instead of 2 from DP to BHP, and 4 from BHP to GP instead of 1 required, and inflating therefore the Net Present Value of such costs to Rs. 50, 582 from Rs 18,122 Crore. Again, it has reduced the Net Present Value of the annual cost to Rs. 5,734 crore, when its annual cost is Rs 3,639. The correct figure for NPV on an annual cost of Rs. 3,639 is about Rs. 24,557 Crore. 

11. To improve the financial figures for the much higher increase in revised project costs, the Committee claims that Dark fibre will be hired by Telcos, (Multiple System Operators (MSOs), Internet Service providers (ISPs) etc. Costs will be decided on auction basis, with no link to the recovery of investments. As business case is very poor for rural area, hence rate quoted by these service provider for Dark fibre will be very low and does not justify such huge increase in investments. Reliance Jio is the only Telco, which is asking to hire Dark Fibre. They are obviously planning to get Dark fibre for its LTE service at very cheap rate at government costs.  DTH technology is there for TV service, which is quite affordable. Do we need to lay fibre at huge cost to show IPTV to people of country over cable connections? With availability of high bandwidth to each household TV services can be provided on the Internet similar to developed countries and it does not require separate dark fibre for MSO. The argument regarding hiring of dark fibres is to provide a justification for the much higher costs of the revised network and to subsidise the private sector players such as Reliance Jio out of the USO Funds. 

12. The Committee has projected that implementation of Bharatnet will add 2.5 Crore internet user in rural area. This will increase internet penetration by 1.9% and as a result GDP will increase by 0.21%, i.e., by Rs 66,465 crore, thus, the entire  claimed project cost of Rs 78,512 will get recovered almost within 1 year only. The same committee has admitted in its report that various Telcos, ISPs and MSO are saying that there is no business case for rural areas. So this claim of the committee of stupendous increase in GDP is only to justify higher investment in Bharatnet

13. If we take corrected figures for NPV of the project, it will show that the original project cost is Rs 52,904 Crore. The revised architecture and technology change is Rs. 97,335 crore, an increase of nearly two times, for no tangible benefits. Based on erroneous cost calculation, the Committee has justified that Bharatnet proposal will be cheaper than old NOFN project proposal in terms of overall cost for 10 year period. As we have shown, the Bharatnet proposal is twice the cost of NOFN, with huge benefits being passed to the private sector.

Handing Over NOFN Project to Private Players
14. The Committee has recommended that a large part of the NOFN project be taken out of from the scope of BSNL, PGCIL and RAILTEL, the 3 public sector undertakings and be handed over to private players. 

15. Though even after bifurcating project between CPSU, State and Pvt. Sector in terms of numbers, PSU's still seem to have more states. But in terms of geographical region, majority of lucrative area have been allocated for the private sector. BSNL now will have only two good states, i.e., Punjab, Haryana and one UT Chandigarh. Rest of the states, given to CPSUs, have difficult terrain, low teledensity, and/or contain large number of disturbed areas or are hard states. If Private sector is so good in project management, let them also be given some of these hard states. Interestingly, Service Level Agreements (SLA's) will remain same for “normal” zones and “hard” zones. There are penalties for not meeting SLA. Private sector will have soft area to maintain and CPSU will have hard areas. That means there will be more penalties on CPSUs for not meeting SLAs.

16. There is penalty for delay in project execution and incentive for early execution. Probability of delay in project execution is more in hard areas and probability of early execution is there in soft areas. That means CPSU will face higher probability of penalty in project execution than private sector.

17. Even revenue earning potential will be much lower in hard areas compare to soft area being given to private sector. There is revenue share arrangement with project executor, in case revenue exceeds that AMC cost. That means revenue earning of private sector will be far higher than CPSU, as lucrative areas having higher revenue are being given to private players.

18. Till date, the record of the private players in rural telephony has been dismal. The following table provides the comparison between CPSUs and Private Players in rural telephony.
	Public Sector Undertakings(BSNL)
	Private Players

	Has point of presence for its optical fibre infrastructure in all towns and Cities, and in 28,000 villages (in the 38,302 exchanges of BSNL).
	Only 150 towns and cities connected by optical fibre.

	Provided 75% of the fixed lines in the country.
	All the private players put together have installed less than 50 % of optical fibre cables in the country.

	Provided more than 90% of Village DELs in the country.
	

	More than 50% of the existing optical fibre cables that have been installed in the country are BSNL's. This is apart from optical fibre cables laid by other PSU's such as PGCIL and RAILTEL.
	

	Provided 75% of the fixed lines in the country.
	Provided only 25% of the fixed lines, that too in major metros and in business premises.

	Provided more than 90% of Village DELs in the country.
	Have not met even the 10% requirement of rural DELs in the country.


With such a poor record in fixed line and rural telephony, how does the Committee expect private players to provide optical fibre based rural infrastructure? Especially when they have no physical presence in such areas? They have no capacity to provide the last mile connectivity – connect the termination of the Fibre optical cable (Point of Presence) with the Gram Panchayats, and the Common Service Centres for e-services to the people. 
19.  It is not understood, how with such a poor record in fixed line and in rural telephony, the private players are expected to provide optical fibre based rural infrastructure, particularly as they have no physical presence in such areas. They have no capacity to connect the termination of the Fibre optical cable (Point of Presence) and the rural centres such as Gram Panchayats, the service centres that are providing e-service to the rural population. 

Administrative Changes Suggested
20. Committee has proposed restructuring of BBNL and suggested appointment of an external Chairman, a highly powered Managing Director, a number of Board Members, with 50% from outside and 50% from inside the government. How such a structure with IAS Board members drawn from various ministries of GOI will suddenly transform into highly efficient system is questionable. The very people who have created hindrances in the timely execution of NOFN will suddenly transform into super efficient system by changing its names and drawing a few people from outside is dubious.

21. What the Committee has failed to do is to examine the causes for the delay of the project, the biggest part of which is due to lack of timely releases of money for the project, the requisite clearances from BBNL and the Government and securing Right of the Way, again the responsibility of the central and the state governments. Without addressing these underlying causes, the Committee has suggested merely cosmetic changes which in no way will speed up project execution.

22. The Restructuring of BBNL itself will take at least more than a year. The execution of the revised project or Bharatnet can start only in 2016. Without addressing the root causes of the delay, the revised project has no chance of finishing by 2017 as claimed by the committee. The technology and architecture changes, additional OFC to be laid, inducting in players who have no experience of working in rural areas, right of the way for an additional 11,36,000 KM of optical fibre cable now envisaged under Bharatnet, all of it will push back India's broadband infrastructure by at least another 3-5 years. The cost to the country for not having a good broadband infrastructure will be very high.

The recommendations of the Committee will lead to laying of three times the optical fibre cable as originally envisaged -- 17,11,000 km of fibre optic cable instead of 5,75,000 km -- with very little added benefits. This will raise the cost of the project significantly. The Committee has claimed that the whole project will be commissioned within the next 18 months (September 2017), including the laying of the additional optical fibre cable, installing the necessary hardware, and providing the last mile connectivity to the Gram Panchayats. This is simply impossible. 

Finishing the project in the next 18 months was in any case a difficult target, even without such a drastic change in the structure of the project. The Committee is trying to mislead the people by claiming that even after such a major restructuring, the NOFN project can be finished by September, 2017. The real objective is to help the private telecom players to loot the USO Fund, utilise the OF cable at throw away prize and finish off BSNL, the only telecom company that provides rural telephony today. 
