VRS Scheme

BSNL Management has submitted a project report on VRS to Hon MOC Shri Kapil Sibal on 12.09.11, according to information from various sources. 

Salient Features of the Report are:-

* The average age of BSNL employee is 49

* There were 2,99,840 employees (both executive & non-executive) as on 31.3.2009

* It came down to 2,76,306 on 22.8.2011 (In 43 months 23,534 employees retired/died)

* In another 5 years 59,180 employees will retire in the normal course

* 77% of employees are above the age of 45

* As on 31.3.2012, 24% of Group A & B officers, 50% of Group C & D officials are above the age of 45

* As per the staff strength available as on 28.2.2011 the management expects that out of 7,705 Group ‘A’ officers 19.24%, Out of 47,314 Group ‘B’ officers 13.23%, out of 1,80,389 Group ‘C’ officials 42.49% and out of 40,898 Group ‘D’ officials 37.20% would opt for VRS

* After implementation of VRS, if the officials opt for VRS as expected by the management the total staff strength would come down to 1,76,692 (Gr. A-6,222  Gr. B-41,052  Gr.  C-1,03,734 & Gr.  D-25,684).

* The management gave the figures for Ex-gratia, Commutation, Gratuity, Leave Salary and transfer lumpsum to give a rosy picture to the employees with a view to attract them.  Commutation, Gratuity,  Leave Salary and transfer lumpsum has to be given in any case at the time of retirement and the only extra offer is Ex-gratia.

* Management will save Rs.3,779 crore in 2012-13 which will come down to Rs.3,722 crore in 2013-14 and gradually come down year after year and in 2026-27 the saving 

Would be Rs.124 crore

* Management proposed two schemes for Ex-gratia.  The first scheme is 60 days Basic Pay + DA for each completed year of service or the salary for the remaining service left, whichever is less.  Total cost for this scheme for Ex-gratia is worked to Rs.20,802 crore for one lakh employees.  According to DPE guidelines, this scheme is applicable only for the enterprises which are financially sound and has capacity to sustain the scheme of VRS on their own surplus resources.  As per the present

 financial position of BSNL, it is impossible and hence this scheme is an impossible one.

* The second scheme is 35 days Basic Pay + DA for each completed year of service and 25 days Basic Pay + DA for the balance of service left.  According to DPE guidelines, this scheme is applicable to marginally profitable/loss making enterprises.  If this scheme is implemented (which is likely because BSNL is a loss making one at present), total expenditure for Ex-gratia is worked out to Rs.8,655 crore.

* The net benefit to BSNL in 15 years would be only Rs.4,966 crore.

Some Case Study

Name


BASIC
D/o/A

D/o/R
         Allowance except DA*

Shri A.Rajendran
23420

1.2.1983
31.7.2019
7990

Smt. V.Latha

22610

15.9.1981
31.7.2021
7513

Shri R.Mani

16570

15.6.1983
31.3.2023
2188

Shri S.R.Chandran
20640

17.9.1985
31.7.2021
2677

· Allowances include Transport Allowance, HRA, Upgradation Allowance & Family Planning allowance.

· We take 50% IDA for calculation (instead of present IDA of 47.2%)

Name
Basic
IDA
Total
Per Day
Service
Remaining







Rendered
Service

AR
23420
11710
35130
1351

28 years
8 years

VL
22610
11305
33915
1304

30 years
10 years

RM
16570
8285
24855
956

28 years
12 years

SR
20640
10320
30960
1191

26 years
10 years

Name

35 days wage for
25 days wage for 
Total Ex-gratia



Service rendered
remaining service

AR

13,23,980

2,70,200

15,94,180

VL

13,69,200

3,26,000

16,95,200

RM

9,36,880

2,86,800

12,23,680

SR

10,83,810

2,97,750

13,81,560

Now let us compare with VRS option and Superannuation option

All the above 4 officials shall definitely get one more wage revision in 2017 atleast.  But we do not know what would be the increase and hence we are not calculating on the assumption.  All these officials shall also get atleast one promotion in the remaining service but we do not take that aspect into account.

But these officials will get increment @ 3%.  For easy calculation we are multiplying 3% with remaining number of years of service (but actual will be more because of compounded factor).

Between 2007 & 2011 we got 50% IDA.  It is on an average 10% IDA per annum.  On the basis of this, we work out the expected IDA

Name
Present

Remaining Sce
New
New IDA
Total BP + IDA on


Basic

& Inc %age

Basic


superannuation

AR
23420

8X3= 24%

29040
@130%








37752

66,792

VL
22610

10X3= 30%

29400
@ 150%








44100

73,500

RM
16570

12X3= 36%

22540
@ 170%








38318

60858

SR
20640

10X3= 30%

26840
@ 150%








40260

67100

Name
Existing
Basic on

IDA





Basic

Superannuation



Pay + IDA

AR
23420

29710
(8 Inc)

@130%=38623
68333

VL
22610

30430
(10 Inc)
@150%=45645
76075

RM
16570

23670  (12 Inc)
@170%=40239
63909

SR
20640

27770  (10 Inc)
@150%=41655
69425





AR

VL

RM

SR

Leave Salary for 

300 days at age 60

6,83,330
7,60,750
6,39,090
6,94,250

Leave Salary for

300 days (VRS)
       
3,51,300
3,39,150
2,48,550
4,02,480

Difference


2,82,970
4,21,600
3,90,540
2,91,770

Gratuity

At age 60


11,27,495
12,55,238
10,54,499
11,45,513

Gratuity (VRS)

 4,94,340
 5,08,725
 3,47,970
 4,02,480

Difference


 6,33,155
 7,46,513
 7,06,529
 7,43,033

Commutation

At age 60


5,84,265
5,98,424
4,65,485
5,46,114

Commutation (VRS)

4,90,359
4,77,957
3,53,180
4,36,313

Difference


   93,906
1,20,467
1,12,305
1,09,801   

Total presumptive Loss
10,10,031
12,88,580
12,09,374
11,44,604

Proposed Ex-gratia

15,94,180
16,95,200
12,23,680
13,81,560

Net gain under VRS

  5,84,149
  4,06,620
     14,306
  2,36,956

This is also not a gain in effect because the above 4 officials would definitely get one promotion atleast and get one more wage revision.  If these are taken into account, then it will not be a gain but lead to loss only.  Most important factor is that the pension will be less which is perpetual not only for the entire life but to the family also.  See the table below:-

Name   Pension under VRS
 Pension on superannuation

Monthly loss incldg 









IDA @ 50%

AR
11,710


14,855




3,145 + 1573 = 4,718

VL
11,305


15,215




3,910 + 1955 = 5,865

RM
  8,285


11,835




3,550 + 1775 = 5,325

SR
10,320


13,885




3,565 + 1783 = 5,348

This is the most important recurring loss.

Commutation

Name

Under VRS

Under Superannuation

AR

4,90,359

5,71,089

VL

4,77,957

5,78,169

RM

3,53,180

4,43,263

SR

4,36,313

5,27,825

Shri A.Rajendran is getting allowances today by way of transport allowance, upgradation allowance, House Rent Allowance etc to the tune of Rs.7,990/- p.m.  He still has 94 months service left.  BSNL is saving Rs.7,51,060 (7990 X 94).  Similarly from VL’s allowances BSNL’s saving is Rs.8,71,508, In RM’s case the saving is Rs.3,01,944 and in SR’s case the saving is Rs.3,10,532/-.  The average of these four works out to Rs.5,58,761/-.  On the basis of this average for one lakh employees the company may save fivethousand fivehundredeightyseven crore and 61 lakhs on allowances alone. 

The loss to the employee and gain to the company will be much more if promotion and another wage revision is taken into account.

What is the important reason for BSNL to go red

The parliamentary standing committee of ‘Ministry of communications’ has submitted its 21st report very recently.  In the report it mentions that both DOT & BSNL have under utilized the ‘Budgetary Estimate’.  In the eleventh plan period DOT was allotted 1,03,526.96 crore and in 4 years it utilized only 41,676.36 crore (little more than 40%).  For the year 2010-11 it was allotted Rs.2,000 crore and it was pruned down to Rs.397.26 crore at the Revised Estimate (RE) because of non-utilisation.  The utilization upto February 2011 was just 60.10 crore which is just 3% of budgetary estimate or 15.13% of revised estimate.  It deplored DOT for 1) Non-execution of the Undersea Cabling between Mainland and Andaman & Nicobar islands 2) Delay in commencement of the Optical Fibre Connectivity Based Network for Defence Services 3) Non-receipt of approval of the project ‘Communications and Security Research and Monitoring 4) Delay in sanctioning of project for Telecom engineering Centre (TEC).  It said that all these plan schemes are very crucial schemes and have been envisaged to meet the strategic requirement of the country.  The report says:-

PSU share in wireline which was at 97.57% on 31.3.2006 came down to 82.83% on 31.1.2011 whereas the share of the private sector in this segment has gone up from 2.43% to 17.17% during the same period.

In wireless telephone connections PSU had a share of 21.39% as on 31.3.2006 which came down to 12.22% as on 31.1.2011.  During the same period, in this segment, private sector has increased its share from 78.16% to 87.78%

It said that both BSNL & MTNL failed to lure the customers even though the Government allocated 3G spectrum to them much before the auction was held and 3G spectrum allocated to the other private sector service providers.

Similarly BSNL also under utilized the plan outlay of 11th five year plan.  It utilized only 45.07% upto February 2011.  This PSU faced a loss of Rs.1,823 crore during 2009-10.  The provisional unaudited figure as on 28.2.2011 projects a loss of Rs.5,220 crore.  For 2011-12 BSNL has projected a loss of Rs.2,380 crore.  BSNL has an outstanding dues of Rs.587.95 crore as on 31.1.2011.

After introduction of ‘Mobile Number Portability’  as on 23.3.2011 BSNL has lost 5,00,123 subscribers and it gained only 1,83,961 subscribers.  The net loss was 3,16,162.

The committee has suggested that the PSU should also explore the possibility of capturing the rural market more vigorously.  It also suggested that BSNL should effectively provide broadband connection to the community service centres in coordination with Department of Information Technology so as to ensure the various e-Governance programme carried out under National e-Governance Plan are implemented effectively.

Offer of VRS and the Experience

In the present globalised scenario, right sizing of the manpower employed in an organization has become an important management strategy in order to meet the increased competition.  To reduce the number of employees they use several terminology like ‘Right sizing’, ‘Voluntary retirement’, ‘Golden handshake’, ‘Voluntary Separation Scheme’ etc.  In India ID Act 1947 puts several restrictions on the employers in the matter of reducing excess staff.  So Private corporates and PSUs adopt VRS or VSS to reduce the staff.  Any trade union worth its salt has to oppose this.  But at the same time the unions cannot prevent the individuals from opting to VRS.  Let us understand some previous experiences on the issue.

In MTNL there were 61,967 employees in 1998-99.  It came down to 44,910 in 2009-10.  When it had 57,000 Gr. C & D employees the company made an offer of VRS.  The offer was 2 months salary for each completed year of service in MTNL or 2 months salary for every one year service remaining whichever is less.  Unions opposed and many employees did not opt for VRS.  In 2010 between April & June, MTNL faced a loss of Rs.450.4 crore and for the same period in 2011 the loss was 850 crore.  In 2011 MTNL offered VRS for the 4th time.  The offer was 60 days Pay+DA for each completed year of service or salary for the remaining period whichever is less.  Ceiling is 60 months salary.  
The wage bill for 2009-10 was 1,968 crore and it came down to Rs.1,704 crore in 2010-11 (less by 264 crore).  But during this period Pension Bill was increased by 79 crore.
In the case of BSNL, the pension liability is with DOT.


In Indian Oil Corporation (IOC) VRS was first introduced on 1.6.1990.  Since then, the VRS came into force for the specified duration from time to time.  The last one was 

introduced on 4.7.2003.  The eligibility condition was 45 years of age or have served the corporation for a minimum period of 20 years.  The benefit of Ex-gratia was 60 days Pay + DA for each completed year of service or the monthly emoluments at the time of retirement multiplied by the balance of service left before normal date of retirement on superannuation, whichever is less.  

In ONGC (Oil and Natural Gas Commission) VRS was introduced to reduce their working strength of 34,000 employees.  The eligibility condition was 40 years of age with 15 years of service.  The offer was 60 days Pay + DA for each completed year of service or salary for the remaining period whichever is less.

In VSNL (Vidhesh Sanchar Nigam Limited) Tata announced VRS in 2003 when they decided to send out 1,700 employees out of 3,000.  The offer period was between 15.5.2003 and 14.7.2003.  The eligibility criteria was 40 years of age with 10 years of service.  The offer was 60 days salary for every completed year of service or 100% salary for the remaining years of service whichever is less.

VRS in Banks

FICCI (Federation of Indian Chambers of Commerce & Industry) estimated that 35% overstaffing in banking industry.  The Government in November 1999 sanctioned the release of the VRS to the IBA (Indian Bankers Association).  All public sector banks except Corporation Bank introduced VRS between 15.11.2000 and 31.3.2001.  Bank Unions stoutly opposed.  But out of 8,63,117 employees in public sector banks nearly 1,00,810 employees (11.7%) took the offer before March 2001.  The staff cost which was 21,050 crore in 2000-01 came down to Rs.18,959 crore in 2001-02.  In State Bank of India alone 20,784 officers & employees went on VRS.  The cost of VRS in SBI alone was more than Rs.2,000 crores.  Because many employees took the offer, it affected the customer service and SBI had to put-up a notice in the Notice Board asking the customers to bear with the inconvenience caused by the VRS.  It also resulted in regional imbalances.  Officers were forced to do the clerical job and there were transfers also.  In SBI 35,380 employees applied for VRS but the management approved only 21,329.  Those left-out employees formed a separate Association called ‘SBI VRS optee officers Association’ and opposed the managements condition of accepting the applications of those who were above the age of 55.  

In Vysya Bank, the management expected 10% but actually 20% staff took VRS.  Similarly in Dena Bank nearly 25% took VRS.  Roughly 75% of the officers who opted for VRS were in the age group of 40 to 55.  The ratio between clerical staff and officers was also changed.  The proportion of officers to clerical staff has gone down by 2.2%.

In Punjab & Sind Bank the VRS was conducted in a very arbitrary manner.  VRS was on the verge of becoming Compulsory Retirement Scheme (CRS).  A particular employee in a Mumbai Branch, for instance, wanted to withdraw her application but was refused by the management and was forced to leave.

In Central Bank of India one lady officer by name H.D.Postwala who served the bank for 30 years gave VRS application on 22.2.2001.  It was accepted on 25.6.2001.  Two days before acceptance of her application she died on 23.6.2001.  The management refused to give retirement benefits to the family.  They filed a case in Mumbai High Court and after 8 years of legal battle they won the case.  But management filed SLP in supreme Court and the appeal was rejected in 2011.  The bank has to pay only 9.5 lakhs as retirement benefit but the bank spent nearly 5.33 lakhs for legal proceedings and ultimately it lost the case.

Conclusion

These are the experiences before us.  Today the offer may seem to be very attractive.  But the money will disappear in no time by various means.  VRS optees may not get alternate jobs also.  Hardly very few people would invest intelligently.  In essence VRS is ultimately loss to the employees and gain to the management.  Trade Unions has got the duty to educate the workers and the employees should study the pros and corns before taking any final decision.

Date: 21.9.2011





         By D.Gopalakrishnan,

Vice-President,CHQ, AIBSNLPWA, at Chennai

NFTE, TAMILNADU CIRCLE UNITS VIEW ON VRS

1

DOT and BSNL are keeping VRS high on their agenda and want to push thro as early as

possible. Source of funding is the cause for delay. But Trade Unions cannot organize

members for VRS.

The managements/ Ministries are doing this under the garb of reducing labour liabilitylabour cost – thereby freeing themselves from the mounting losses occurring on account

of workforce.

BSNL Trade Unions are not the first unions facing VRS in India. The Central Unions

AITUC, CITU, INTUC, BMS, HMS and industrial federations like AIBEA have already

faced the brunt or heat of VRS. The hard fact is that they could not stop the scheme in

their industries and all their struggles had ended as mere protest movements. This does

not mean that we should not oppose VRS or struggle against the same. We are not

diminishing the struggles and sacrifices of those Unions.. BSNL Trade Unions should

take these experiences into account before deciding their strategy to face the onslaught of

VRS. What we try to convey here is ‘mere touch and go struggles’ would not suffice and

serve any purpose.

We come to know from the survey of PSUs that 3.5 lakh employees of various PSUs and

PSBs have given their consent and gone on VRS. The surveys conducted amongst the

optees are tale telling and most of them are not economically in the safe zone after VRS.

Even after knowing all these, if BSNL employees opt on their own volition, then it is up

to them to course their destiny, TUs have no say on that.2

BSNL management has started inviting unions to discuss significant issues- VRS issue 

gained that much significance. Management may try their level best to convince the 

unions and seek either direct cooperation or tacit  support for the scheme. Some unions

may think on the lines of higher compensation. But unions like NFTE or BSNLEU 

cannot say simply “Yes Sir” for the proposals. In turn they may send messages to the 

management that we are opposing/ strongly opposing. But  it is our bounden duty to 

convince one and all that why we oppose VRS.  

Simply terming VRS as retrenchment would not stand, as the judicial pronouncements/ 

verdicts are not supporting that contention on the  basis of ID Act.  Though BSNL is 

claiming that we are not targeting any section, the reality is different.  The two major

sections TMs and OTBP BCR SrToAs are targeted. Out of 71000 TMs (above 45 years) 

41000 are targeted. Similarly out of   46000 OTBP BCR wallahs 24000 targeted. Out of 

the aimed 1 lakh, 92000 are targeted from the non-executives side only. Even the 

executives prefer more applications above the targeted 8000, management may not 

approve on the basis of their ‘man power inventory’ projected for the POST VRS Period.  

One lakh VRS means that they are going to abolish 1 lakh posts. This may be another 

cause of irritant affecting certain post based promotions. Another area of concern is debt. 

DOT/MOF would not be in a position to give budgetary support and they may advise 

BSNL to explore possibilities of bank loans or credits from market on the basis of Govt 

guarantee or LOC. For the sent MTNL proposal, the same advice was given. It is difficult 

to convince MOF/ Cabinet to get interest free govt loans. There are certain criteria for 

budgetary support 

• The CPSEs are still loss making under the definition given in SICA and DPE 

resolution dt 6-12-04 

• The CPSEs are unable to pay salary due to their poor financial condition 

• The revival / closure plan is pending consideration of Govt / BIFR approval based 

on the recommendations of BRPSE. 3

BSNL is not a PSU referred to BIFR. So BSNL has no other go except to get bank loan 

or use its internal savings if any left in the banks for settling ex- gratia.  

The most crucial aspect is ‘Post VRS’ situation. After the exercise of VRS, the 

employees remain in the BSNL would face immense hardships immediately after the 

optees retired. There will be chaos in the industry in its day to day activities. Unmindful 

transfer orders will be issued to balance urban rural mix and to balance business verticals. 

For no cause of them, and just because tying their destiny with BSNL, they should not be 

put into ordeal. Trade unions are going to function for them only. VRS retirees may have 

option to join pensioners’ association or can form cooperatives to do the outsourced job 

of (their erstwhile job) BSNL. What are we going to demand for the employees who are 

going to remain in the industry? Is it not our duty to safeguard their interest? 

Management has already recorded that BSNLTUs are vehemently opposing VRS. Even 

after knowing this, and setting aside our forth coming struggles against VRS, 

management may enter in the VRS venture by quoting  attractive invitation.  If enough 

applications are not received then management has no option except to give-up the

scheme. If applicants are more and number of optees as expected, then VRS may end up 

as a contract between Corporation and the concerned employee. As per the legal parlance 

also it is a contract only. 

So in the context of VRS, we should ponder Post VRS Period and should demand the 

following to reassure our members that TUs are firm in their action to back them. 

• Restore all Cuts-MRS, LTC etc 

• Non PLI Minimum Bonus even if no profit  

• Restoration of 5 days week 

• Immediate fixation on 78.2 4

Summing Up: 

• Trade Unions cannot organize members for VRS 

• VRS is not a new phenomenon for Indian Trade Unions. BSNL TUs should take 

into account the experiences of different industries. Reality check is the need of 

the hour 

• If VRS is announced setting aside our Views, TUs should not hesitate to 

concentrate and discuss POST VRS Situation taking cue from VRS Orders 

• Protecting  the remaining employees should be the foremost job 

• Demands like restoration of Cuts, 5 days week, 78.2 fixation, minimum bonus 

should found a place in the context of VRS 

                                   21-9-11

