ovt missingthep

Say Centre should
push PSU share sale as
markets hit record high

NIKUNJ OHRI

New Delhi, 25 January
The government is missing the
opportunity offered by the bullish §
markets to push share sales in pub-
lic sector units (PSUs) and privatise
them, according to experts. With
the current market boom, the
government has so far cut its
stake through offers for sale (OFS)
only in five PSUs, with the fifth one
yet to go through.

N R Bhanumurthy, vice-chancellor of
BengaluruDr BR Ambedkar School of
Economics University, said the
government should have sold sharesin
companies inwhich minimum public
shareholding normshad not been met
when the markets were at historic highs.
However, divestment isexpected to pick
upinthe coming year, he said.

Minimum publicshareholdingina
listed PSU has tobe 25 per cent.

Former Reserve Bankof India
governor Raghuram Rajan recently said
the government should takeadvantage
ofthe peaksinthe equity marketsand
sellstakesin PSUs, Hesaid: “Nothing
really has been privatised. You should be
sellingshares from every rooftopifyou
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areinatight constraint.”
Accordingtotherecentdataofthe
Department of Investment and Public
Asset Management (DIPAM), this fiscal
yearthe government announced OFSin
fourstate-owned companies —Hind-
ustan Aeronautics, Indian Railway
Catering and Tourism Corporation
(IRCTC), Bharat Dynamics, and Steel
Authorityof India (SAIL). It hasalso
announced stakesalein Tata
Communications partly through an OFS
andtheresttothestrategic partner.
Divestmentreceipts from sharesales
in these four PSUs have been nearly
213,000 crore, So far, divestment receipts
this fiscal year have been 17,958 crore
againstthetarget of 2 1trillion.

Govtshare Method of

TheSensex hitanall-time high of
50,184 intraday on Thursday, before
closing at 49,625 points. It lost 1.5 per cent
tosettle at 48,878.54 points on Friday.
However, former finance secretary
Subhash Chandra Gargsaid the markets
had started gaining momentumsince
September, but PSUshares had not risen
proportionately, adding that some PSUS’
stock prices were still below last year's
levels.

“It'snot correct tosay the government
has not moved ahead with divestment,”
hesaid. The government has announced
IPOs, and as the situation started
improving, it started share sales by
announcing OFS in companies like SAIL
and IRCTC, he added.
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Privatisation: Strategyistheissue

Not just share sale, the government has
moved slowly on privatisation, largely
due to the impact of the pandemic, and
partly because of low investor interest.

Thebig-ticket privatisation of Bharat
Petroleum Corporation (BPCL), Shipping
Corporation of India (SCI), and
Container CorporationofIndia
(CONCOR), announced in November
2019, hasbeenstalled. The privatisation
of AirIndiaand Pawan Hans hasseen
extensions because of a poor response
from investors.

The reason privatisation is not
receiving an appropriate responseis
uncertainties on employee retention,
government guarantees on borrowing,
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guaranteesor financial obligations for
otherentities not connected with PSUS,
etc,said Sandeep Shah, managing
partnerat NA Shah Associates LLP.

Hesaid “insufficient preparatory
work before finalising a transactionisa
fundamental issue”. Citingthe example
of BPCL, Shah said since the government
had decided tosellits subsidiary
Numaligath Refinery separately, it
should have sold itbefore announcing
the privatisation of the oil-marketing
firm. Thiswould have helpedin
obviating suspicions among investors
abouta profit-makingsubsidiary going
with theterritory.

Garg said major divestment receipts
would come fromstrategicdivestments
in firms like BPCL and CONCOR, which
areontrack despitesome policy irritants.
Theseissues, like land policy changes
connected with CONCOR, could have
been resolved.

“Strategic divestmenthas not been
expedited asitshould havebeen,” he
said. Thereare constraintsand legal
processesin privatising PSUs and those
hamper the transactions, said
Bhanumurthy. “I'snot necessary that
pricing would solely depend on anuptick
in the market. Several issueslike labour,
valuation, assessing the future business,
and competition can’tbe handledina
hurry,” hesaid.

Divestment has other macro-
economicdimensionsincludinglabour
markets, said Lekha Chakraborty,
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professorat the National Institute of
Public Finance and Policy. The
regulatory frameworkrequired for
divestment needsarelook, shesaid.

Bhanumurthy said successinsuch
transactions depended onsectorsthe
PSUswereinandifthere wasany
investorinterest. Citing an example, he
said Jet Airways struggled to findabuyer,
and thesale of AirIndia was pending due
tostressin thesector.

Junk new privatisation policy’
Thedelay in detailing the new privatisation
policy is the biggest indication the Centre
has not moved fast with divestment, said
Garg. He said identifying strate gic and
non-strategic sectors was “erroneous”,

Allsectors — including power, oil and
gas, and banking — havea private sector
presence. “There’snothingstrategic
aboutit.” The policy wasannouncedin
the stimulus package in May and the
government has notbeenabletofind
which sectorsarestrategicand non-
strategic, hesaid. “Having about four
PSUsinstrategicsectorsisan
unnecessary diversion, andthe
government should junktheideaand go
ahead with strategic divestment.”

Finance Minister Nirmala
sitharaman hadsaid in May the
governmentwould comeupwiththe
publicsectorenterprise policy. Underthe
policy there would bestrategicsectors
with at most four PSUs. In other sectors,
all PSUs will be privatised.
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