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BPCLsale skey nd vestment race

Besides the funds the Indian government stands to raise, the sale of BPCL is crucial to steer PSU disinvestment in the direction of true privatization

(WY L RVES L FT]

leedbackebivermintcom

[ter four exten-
siops, the gover-
ment finally
closed the firs)
stepin Uie privati
zation of oil marketer Bliarat
Petrgleum Corp, Ltd (RPCL)
last wiek, The response was
unflattermng, There was noth-
ing from Reliance, Total,
Arameo or BP. The govern
ment said it received *multiphe”
expressions of interest (EC1s)
without naming them. How
ever, mining major Vedanta
confirmed it was one of e
firTms o exyress interest.

crossing AL trllion for the first
tirme, Collections tapersd in the
following two vears and have
evaporabecd this vesr (e oftart ).
IFthedisinvestrient strategy
iof the Congress-led United
Progeressive Alliance (UTA) was
tosell minority stakes in PSUs,
the BIT led National Demo
eratic Alliance (NDA) govern-
ment alsostarted selling major-
ity stakes in PSUs that were not
of strategic importance. Hut
thise wene not sold o private
enlities. Instead, these were
sold to—or folsted on—other
PSUs: So, for example, Oil and
Naniral Gas Corp, LIl (ONGC
bt the governimenit’s stakic
in Hindustan Petroleam Corp,

The sale of Ltd (HPCL), for
BI'CL is pivotal  BPCLs pmpcged LAB.015 erore.
for the govern-  salewillbeatest  Such inter-PSLU
ment. One, the case at a time tramsfers played a
l.y_J,_D'LHJ-::rr_m: or when the govt b ;‘}ai:l'ir}_ T_hu
:m1 1sm.|:pa".tai.ln needs to ramp up :Ihrﬂ i h.m_-
etchwill help jts fieht vestment  yeals
disinvestment revenues 'IO gh (s echeert 20,
target of T2.1 tril- the crisis With  such

lion, ar about 7%
of its ol projec

L] revenae for 2020-208 Givien
thie= pandemic blow to s reve

nue, disinvestmen! proceeds
become even mare vital, Two,
the grvernment was looling at
BPCL as a rare instance of a
publit¢t sector undertaking
(PSU) being sold Lo s private
player, paving theway formore
privatization, Speaking (o
industry leaders on Monday,
linance minister Niramala
Sitharwman promised (o acee]-
erate privatization of state-
owned firms in the coming
davs,

The povernment needs the
prrivale sector Lo resive the dis-
investment momentum, Io
terms of collections, 2007-18
wts Uhe big vear, with proves s

1

inter-PSU trans:
fars, the Centre

' meels itsshor-term objective

of mising mere funds for isself.
But whether such transfers
conlribute towards the long
term ohjective of unlocking
vahiein PSLIs is questionable,
Given the imperative bo raise
funds, the easy option is tosell
Pslls to other cash-rich PSUs,
whethiér there are synergies or
i,

Thie proposed BPCL saile bs
dlilTerent. Frosm e outset, e
govermment sid it would sell
its 53% in BIFCL {0 a private
plaver, Thus, neither of the
other two PSU refiners, Indian
Cl Corp, Lad (OC) and QONGC,
subsmitted EOls On 18 Novem-
beer, respond fng to a news arti
cle, the government ollicial
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This year has been a disinvestment washout so far
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Among the PSUs lined up, BPCL Is the biggest and most profitable

Bharat Petroleum Corp. Lid I0ESRIIN SN SN =R

Revenue (T crome)

Met profit (¥ crore)
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handling the disinvistment
again clarifiod that PSUs can-
ol bid for BPCL.

Other than BPCL, there are
19 mare PSUs, or partsolthem,
that have received thegovern-
ment’s in-principle approval
for disinvestment. Noneg,
though, match up to BPCL,
Invidia’s secomid-largest PSL by
revenue in 2018- 10 (e chart ),

This is not the first time a
government is trying to sell
BPCL. The Atal Vajpayese-led

WA grwermrmiend (IS 2004,
tow, hard expressed intent. That
government is the only one so
far that hassold majority stakes
in PSLUs o private players Ttdid
s i a range ofsectors, i el
ing mining (Baloo and Hinduo-
stan Finc), oil refining (TRP),
petrechemicals (TPCL), tele-
com (VENLI and [T (CMO),
Most of these PSUs have
sinee been menged into (he
comprny that hought them,
andd have ceased to exist as

|-ﬂ

listed  entities, Hindustan
Zinc—which wis bought by
Sterite, a Vedanta Groupoom
pany—isone that is still lsted.
[t performince isillusrativeof
the podential of disinvestment.

A sum of TI00 invested i
Hindustan Zinc in Augus
20002 whenitwassohl, s today
worth 450,745—a com-
poundedanmual returm of 4%,
against 16% delivered by the
bellwether BSE  Sensex
Around that fime, BPCL qnd
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Beyond minority stake sales, this government
has relied on PSU buyers for divestment
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Hindustan Zinc Is a good example of
value unlocked by disinvestment
Share prices rebased 1o 100

Compounded anmal
growth rale
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HPCL toso were in the longlist ]

tir be sold, Theirsale never got
underway. And though they
huve both beaten the bell-
wiether BSE Sensex in retums
s, the gap with Hindustan
Linc isenormous (see ofiart ).

While both partial and full
privatizalion are uscful, per-
formance improvements are
"hi.]._;::iﬁr.‘nﬂ'ly and F:ILJ."Li.U"h'L'II'!r'
redatend” (o the fraction of equity
sold, wrote Nanding Gupla,
aesnciate professorol financeat

Indiana University's Kelley
School of Business ina 2001
research paper.

“Compared to partially priv-

| atised frms, silos and retums

Lo sales incriase by 23% and
21%, respectively, on average
when firms sell majorty equity
stiukes and transfer monage:
ment control (o private own-
ers,” wrole Gupta, who has
extensively researched this
issue in the Indian context
Two decades agn, as India
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battlied industrial stagnation
and economic siowdown In the
waike of the Astan financial e
sis of 1997, the Vajpayee gov-
ernment usexd the privatization
driveeto rlse governmment reve-
nue and lend more dynamism
to the Indian economy. It
remains to bessen if the Modi
povernment can dothesamein
the wake of another crisis,
BPCL willl ke o tesst o,

howandialives.com isasearch
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