*144. [The questioner (Shri A. Vijayaraghwan)) was absent. For answer vide page 22 infra.)
Losses to Air India

*145. SHRIMATI MOHSINA KIDWAI :tt
SHRIMATI SHOBHANA BHARTIA:

Will the Minister of CIVIL AVIATION be pleased to state:

(a) whether the Prime Minister has recently promised to bail out crisis-hit State-owned

airlines, Air India, which is running in losses;
(b) if so, the details of losses suffered by Air India in the last three years;

(c) the details of funds Government has agreed to provide for Air India and under what
conditionalities;

(d) whether Government has now decided to have drastic restructuring and cutting the flab
in Air India; and

(e) if so, the time by which process of restructuring the Air India is likely to be
completed?

THE MINISTER OF STATE OF THE MINISTRY OF CIVIL AVIATION (SHRI PRAFUL PATEL):
(a) to (e) A Statement is laid on the Table of the House.

Statement

(a) A Presentation was made before the Prime Minister about the financial status of Air
India. Subsequently, Air India has been advised to formulate a concrete proposal for equity
induction and provision of loans.

(b) NACIL, which was formed after the merger of Air India and Indian Airlines on 1 April 2007
has reported a loss of Rs.2226 crores during 2007-08 and is estimated to incur a loss of around
Rs.5000 crores during 2008-09.

(c) to (e) NACIL has been advised to formulate a restructuring plan for Air India.
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t1The question was actually asked on the floor of the House by Shrimati Mohsina Kidwai.
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foreign airlines or the anomalies which are in the literal agreement. What are the root-

cause?

SHRI PRAFUL PATEL: Mr. Chairman, Sir, the Air India’s financial position is certainly a
matter of concern and there is no denying that. It is also a fact that all airlines in our country are
generally facing hard financial crunch. This is a matter of concern for the entire global aviation
industry also. | am not trying to pinpoint any one specific cause but | can certainly say that from
2007 onwards, when the global fuel prices started going up and they went almost up to 147
dollars, that was the time when the airlines across the world, and more so in India, especially to
the tune of Rs.10,000 crores, was the hit on account of the global fuel prices to the Indian Carriers
alone. Of course, this is one of the major reasons followed by the economic slowdown which all of
us are aware compounded by the fact that incidents like 26/11 also took place in our country. This
has led to a severe drop in the air traffic numbers. For the first time, after many, many years, |
would say five or six years of robust growth reaching as high as almost 30 per cent, now we are
seeing a decline in the numbers in the current year. But to say that this is the only reason, | would
not be fair. | agree with the hon. Member that there are systemic issues also which need to be
corrected and | am sure the Government has done all within its power to support the comeback of
Air India but it is still a long way and | am sure there are many things which the management of Air
India has to do. There is a replacement on the top; there are more changes, which the Air India
management has suggested. | would also like to add that only about a fortnight ago the hon.
Prime Minster also gave us a patient hearing. We explained the whole situation of the entire
industry. He was understanding, the Government as a whole is looking at it very holistically. We

are formulating new plans for revival. This will be, of course,
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placed before the Government very shortly. About other issues like salary, | am sure that the
management has resolved that issue to a large extent and the issue of payment of salaries is not
something, which is going to affect the future of the airline or the employees’ future associated
with the airline.
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SHRI PRAFUL PATEL: Mr. Chairman, Sir, they will have to resort to a lot of cost cutting,
trying to rationalise the capacity. Of course, there is a Calling Attention after this and there will
be a much more comprehensive answer. But | would only like to state that, of course, it is
accumulative build up. It has not happened over night. It is not something which is arising out of
only one factor /.e. the fuel prices. It is also within our country. A lot of more capacity has come in.
As | mentioned, there was a period of robust growth of 30 per cent plus and at that time there

was a need to induct more and more capacity. | would just like to inform in the House that in
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2004 there were only 50 cities connected by air. Now, that number goes to 90. In the ensuing
period, a lot of more private airlines also have started operations, some which were there earlier
have added capacity. Some more have also started functioning in the last five years. Again, if you
go by numbers, India in 2004 had just over 100 planes for the whole country. That included Air
India, private airlines, domestic, international all put together. Even today, after all these years of
high growth we have just under 400 aircraft. If you compare that number with anywhere else in the
world, | am sure we are still a very, very minuscule aviation power, if at all we would like to call
ourselves, and that is why in a large part of our country people are asking for connectivity. You
asked a question about bilateral rights. By the definition of the word ‘bilateral’ is a two way street.
If a foreign airline can operate into India so is an Indian carrier equally entitled to operate to that
destination. But the fact is that we have not been able to seize the opportunities which came our
way. Many constraints were there, especially, for Air India, | would like to say. | am not talking for
the sector. But for Air India, the last planes were bought during the Prime Ministership of late Shri
Rajiv Gandhi. At one state, we were being told and all in this House also were in unanimity that Air
India and erstwhile Indian Airlines needed new planes. When the planes have come, now there is a
counter argument as to why so many planes are required. It is catch 22 situation. If you want to run
an airline in a competitive environment you shall require planes and newer planes. Otherwise, on
time performance, service standards, quality standards, a lot of things are going to be effective.
Therefore, | would just like to explain to the hon. Member that this is a cumulative build up. Of

course, | cannot explain the entire problem within just a span of my short answer.

SHRIMATI SHOBHANA BHARTIA: Sir, | would just like to ask the hon. Minister for specific
figures. The entire merger between the two airlines were done for economies of scale. It now
seems from newspaper report that has not been achieved. In fact, it is dis-economies of scale,
if | may say so. Do we have specific numbers? Can the Minister let us know ? After the merger
has there been rationalisation of manpower ? If so, to what percentage have offices shut down?
Have both the airlines jointly seen on the need to have so many outlets, whether it is all over the
world or in the country? What are the steps that have been taken in actual percentage terms of

rationalising and leveraging each other’s asset to try and have a leaner organisation?

SHRI PRAFUL PATEL: Mr. Chairman, Sir, the hon. Member is right that the merger was
conceived with the specific objective to synergise, to reduce costs and streamline operations in
a larger context, including manpower. Unfortunately, all the advantages of the merger have not
been accrued. In fact, | would say, there is some kind of resistance for unknown reasons.
Nobody had lost his job. That was an assurance given by the Government. Nobody was going
to be downgraded. In fact, there has been an upward move in the ladder. Anyway, the fact is,

there are no specific numbers available. But, | am sure, there have been a lot of synergies which
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have accrued after the merger. Unfortunately — | must admit this as one of the reasons which has
not worked in favour of the merger — the delay on account of IT integration, for various reasons,
including systemic issues, has not worked in favour of merger. | do not know why the issue has
not been addressed by the Air India management in a time-bound manner. We have to go by the
rules and the prescribed regulations for public sector undertakings. But, the delay in IT integration
has been — | would say this as an admission — one of the reasons why the integration of IA and Al
has not taken place. The merger was also one of the reasons for Air India’s proposed entry into
Star Alliance. That has also been delayed. We have taken, | would say, a strong decision and we
have told the management that this issue must be resolved in a time-bound manner. Otherwise, it
will further affect the advantages which were to accrue from the merger, as also Al’s entry into the
Star Alliance which will, in the long-run, help it in a big way to come out of this current financial

crisis.
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SHRI MOINUL HASSAN: Sir, the hon. Minister has stated in his reply that one of the main
reasons for the losses was the hike in the prices of fuel internationally and domestically. My simple
question, through you, to the hon. Minister is this. Is it not a fact that the prime time, especially in
the metro cities, is allotted to the private carriers, and not to the national carrier? | would like to
listen from the hon. Minister regarding the scheduling and re-scheduling of the carriers from one

metro city to another metro cities during the prime time.

SHRI PRAFUL PATEL: Sir, it is not true that there is any discrimination for or against the
national carrier. All carriers are given a level playing field. And, to say that prime slots are given to
private carriers and not to the national carrier is not correct. ...(Interruptions)... No, that is not
true. That may be your impression. In fact, a lot of impression is being created, rightly or wrongly,
in various sections of the media through many employees’ organizations also that the national
carrier is being discriminated. | can enumerate ten steps taken by the Government where we have
taken special measures to protect the interests of the national carrier. Even sometimes
charges are levelled that we are favouring the national carrier. Anyway, whatever that may be, but

so far as your special query is concerned, | don’t think there is any truth in that.

DR. T. SUBBARAMI REDDY: Sir, the hon. Minister, in his reply, has mentioned that the Air
India has been advised to formulate a concrete proposal for equity, induction and provision of
loans. | would like to know, in a business — it is also like a commercial business — can you, by
merely equity, induction and provision of loans, make profits. You have shown losses to the tune
of Rs. 2,226 crores, and again, next year, to the tune of Rs. 5,000 crores. So, can you reduce
these losses by merely inducting equity and loans? | don’t think it is possible because there is
something wrong somewhere where you keep on incurring losses. Even if you increase the equity
and capital, | don’t think you will be able to make profits. | want a categorical reply in this regard.

...(Interruptions)

MR. CHAIRMAN': Please put your question. We are running out of time.
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DR. T. SUBBARAMI REDDY: Please clarify this.

SHRI PRAFUL PATEL: Sir, my good friend, Dr. Subbarami Reddy, has good business
knowledge. He will appreciate that any company of the size of Air India, with an equity of only 145
crores, cannot do such a big quantum of business, or, can go for such a large acquisition
programme. Equity, as you know, is something that comes to the company. It is not to be
serviced; it is not to be paid back. Therefore, equity for such a large company is vital. And, as an
owner of an airline, either you raise it from the public through IPOs, or, you as the owner, that is,
the Government will have to put in the equity. This is as a private owner of a private airline who will
bring in his own equity. Here it is the case of the Government. So, the Government shall have to
bring in the equity. Dr. Karan Singh is also here, | would also like to state that the Air India, in its
sixty years of existence, has never been paid even a single rupee by the Government. It had only
got equity of Rs. 145 crores then. That is what is continuing till now. In fact, the Government has
been paid back by the Air India many times, by way dividends, in the last sixty years.

MR. CHAIRMAN: The Question Hour is over.
WRITTEN ANSWERS TO STARRED QUESTIONS
Employment to agricultural workers through NREGS

*144. SHRI A. VIJAYARAGHAVAN : Will the Minister of RURAL DEVELOPMENT be pleased
to state:

(a) whether Government is keeping any data base with regard to the employment provided
through National Rural Employment Guarantee Scheme (NREGS) to the agricultural workers;

(b) the details of annual working days for agricultural workers including the Statewise data;

(c) whether Government would enact a comprehensive Central Legislation for these
agricultural workers; and

(d) if so, the details thereof?
THE MINISTER OF RURAL DEVELOPMENT (DR C.P. JOSHI): (a) No, Sir.
(b) Does not arise.

(c) and (d) The Ministry of Rural Development has no proposal under consideration for a
comprehensive Central legislation for agricultural workers.

Approval of Private Universities

*146. DR. RAM PRAKASH: Will the Minister of HUMAN RESOURCE DEVELOPMENT be
pleased to state:
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