Interview of the Week

DHAKA ' FKIDAY, JULY 23, 1999 (he guiy Star /

A good partner can propel Biman into high sky

HE Minister for Civil Aviation, Biman and Tourism;
Mosharraf Hossain, knows his agenda but admits he
cannot perform because of muluigariuus problems. The
solution, he thinks, lies in privatisation. In a candid interview
with The Daily Star last month, Hossain talked at length about
E;[s platns to turn Biman into' a profitable corporate entity.
cerpts:
The Dally Star (DS): After one and a half years as Minister of

Civil Aviation and Biman, how do you draw the picture? Where

do you stand today? How is Biman doing?
Mosharraf Hossain (MH): Biman is improving. Since 1971,

Biman has come a long way. Immediately after independence, *

Biman had no aircraft. We had inherited a huge number of em-
ployees from Pakistan International Airlines, but no aircraft.
So, starting from scratch in 1971, we now go to 25 international
destinations. We now have four wide-bodied aircraft, two Air-
buses. We fly to these 25 destinations with these six aircraft.

You will recall that when I joined the ministry, we had only
one F-28 and two ATPs for domestic flights. Our domestic oper-
ation was in a poor shape. We had a lot of problems in flying our
passengers who had come from abroad and needed to travel on
dﬂﬂéﬂsﬂc routes.

ur present government has been encouraging private air-
lines. Air Parabat had been operating, but coul n'tg g}nﬁnue for
long. However, GMG came along and we encouraged them
wholeheartedly. We took steps so that they could immediately
start their domestic flights. 'We have managed to overcome ob-
stacles in the wﬂaﬁ to such domestic service.
_You will recall the crash in Sylhet. We got USS 5 million in
insurance. We then procured two F-28 aircraft for USS 5.2 mil-
lion. Biman had two Fokker Friendship aircraft, which we had
been using since Independence. After these were refurbished,
they were sold at a throw-away price during the eighties. But
about 400 such aircraft are still operating on domestic routes
around the world. 1

Anyway, those were sold and an ATP was bought. ATP is a
sophisticated aircraft used in European countries, in cold coun-
tries. Very few ATP aircraft are used now, restricted mainly to
European countries. In fact, ATPs are no longer produced. At
that time it had been purchased at a high price. Newspapers had
written a lot about this. It was bought for USS$ 35 million. We are
having to pay for this. We have paid most so far. with about USS
2.5 million left now.

DS;:;:?BM'- profit is being wiped out by corruption many

MH: Yes. That's right. The same happened in case of pur-
chases of DC-10. Three aircraft were acquired from Singapore’
only for USS 66 million. Though these were old, but these had
been D-checked. [ think this was during Ershad’s regime. Sud-
denly he took a decision to purchase a new aircraft from the
States. One DC-10 aircraft was purchased for USS 67 million.
They.didn't see the financial position of Biman and. thus. put’
Biman in an awkward position.

The last government bought Airbus aircraft. A lot was writ-
ten about this in the newspapers. Everyone knows that the price
of the Airbus was.for each aircraft USS 45 to 50 million. but it
was purchased for USS 150 million. Biman was not in such a fi-
nancial position that we could purchase such aireraft. As a re-
sult, Biman had to pay Tk. 267 crore for equity. The government
paid back Tk 107 crore, and still owes Biman Tk 160 crore.

After the purchase of the Airbus, Biman suddenly found it-
self in the red last year. Because it is having to bear the interest
on the amount spent on the Airbus. This is a huge loss for Bi-
man. However, we hope to be bringing it to profit again.
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: Not at the moment, but we'll make

e profit in the future.

MH: Maybe this year. By this year we hope to be able to over-
e Blai i remniy

: N 1s running on several non-profitable routes.
cxample, Dhaka-New York, Dhaka-Tokyo I::tc SRS
g:‘lﬁi ;'e ali'e t‘iﬂ:ﬂl:ﬁlﬁd about this.
- a huge on Biman's resources. Do agree?

MH: I fully agree with you. | wanted to create snﬁrlneunpimun
about these things. You see, | 4m from the private sector. The
moment | took over at this ministry, I wanted to run it in a
commercial manner so that # (Biman] is not a burden on the -
government. I had a discussion with Honourable Prime Minis-
ter and she advised me to go for privatisation. The moment |
took over, | started working for privatisation of Biman, like
what the airlines in Sri Lanka and in other countries did.

DS: What kind of privatisation are you looking at?

MH: To choose a strategic partner. For example, Emirates
became strategic partner with a 40 per cent stake in Air Lanka,
and nine per cent went to Air Lanka's workers and employees.
Recen?ly | read in a journal that Lufthansa was losing hugely
when it was 100 per cent govermment owned but now they are
100 per cent privatised and are making handsome profit. In the
same way, several other major airlines opted for privatisation,

We -have decided on the privatisation process of Biman,
which the Cabinet has approved in principle. The World Bank
meanwhile came forward with funds of Usg 2 million to pay for
consultants. We have already shortlisted about four interna-
tional companies for restructuring and consultancy,

DS: ch companies?

MH: ] think two from the UK and two from the US. They are
all werld renowned companies. -

_ DS: Do you think, given the current status of Biman, the way
it's draining money, you can find a Euod'ﬁanner?

MH: Of course. I am confident about this because Biman has
certain advantages. Very few airlines have got these advantages.
We have gol some captive markets. In the Middle East, New York
and throughout the world. we have a lot of people working out-
side and their first choice is Biman.

DS: That's fine, but the profit generated from these captive

markets is swallowed by your bloated bureaucracy. You have
huge manpower and corruption and the trade unions.
- MH: | don't agree with the view that Biman is overburdened
with too many emlraln ees. Biman employs about 5,400 peogle.
This is the total of all sorts of employees in operation, trans-
portation, ground handling, catering etc.

Things will change when we go to privatisation. We will have
new aircraft. Our main drawback now is that we can't maintain

‘our schedule because we have all old aircraft. And right now we
are not in a position to purchase a new aircraft. Of course, if we
go for leasing aircrait, there is doubt that we have the revenue to
afford it. If we can privatise (part of it) and have a strategic
partner, I am optimistic ... because of our captive markets. And
if we can keep our schedule and if we have new aircraft, I think
we'll get back much of the market now accessed by foreign air-
lines like British Airways, Emirates or Gulf.

[ have toured the Gulf extensively to promote Biman. All our
passengers there have the same thirll?.g to say: if the schedule is
maintained, they will definitely fly Biman. We have seen this
on flights from Dubai, Muscat going directly to Chittagong,
when we cover almost 80 to 90 per cent. '

DS: So old planes are a major problem. Then, why did you
buy two extremely old es. For example, t two F-28
aircraft, one of which is 19 years old and the other probably 20
years. Even you had to bend Civil Aviation rules to procure
those two planes. How do you defend that?

MH: Even though there are Civil Aviation rules with a 15-
year limit on aircraft, but we were already flying planes which
are more than 15 years old.

DS: But why did you buy two more of the extremely old?

MH: F-28 is no longer being manufactured now, but these are
very durable among the old aircraft. About the two F-28s we
bought.. our evaluation committee observed that these two flew
much less than normal. There were aircraft manufactured in
1982, but these were built in 1978 and 1979. But it was seen that
the 1982 aircraft flew many more hours than the two we bought.
On both technical and financial counts, the evaluation commit-
tee chose these two aircraft. If a plane was manufactured in

1990, but had higher hours of flying than a plane manufactured
in 1980, everyone would choose the one manufactured in 1980.

DS: You said that these planes aren't manufactured any-
more, so you'll have problems with spares. :

MH: There are still more than 300 F-28 aircraft operating all

over the world including in the United States. Just like Toyota
cars, its parts are very much available. They are manufacturing
parts. These are very reliable aircraft. The passengers feel more
confident and comfortable when they fly F-28.

Actually, this is our transition period. To meet the domestic
requirements and run the regional flights, we have taken these
two F-28s. We will not keep two types of aircraft. We will sell off
the two ATPs that we have. We will cover the regional routes as
well as the domestic routes, but we will encourage the private
airlines side by side.

You are very much correct about the F-28 that we can't go on
continuing with these. We might fly these three or four years
more. By then, these will definitely have to be replaced by small
jet planes. These have been taken for the interim period. The
same will happen to the four DC-10s we have. How many more
years will we be flying these? We will have to replace them.

DS: You are another DC-10.

MH: That'’s for three or four years..Three years, actually.

DS: Is it a new one?

ﬁﬂgl’:gﬁ. no, it's old. 'iI‘hatf‘s ung_r_'o,r lease. s

: Why are you go or DC-10? McDonnell-Douglas has

stopped producing Déltlll_g

MH: | know, but we have got a crew problem. I know DC-10 is.
not being produced, but all over the world DC-10 is still operat-
ing, Even DHL is taking these DC-10s and converting them into
cargo planes. All our engineering and maintenance facilities
are suited to DC-10. Our cockpit crew are all trained to handle
DC-10. We have 52 pilots trained to fly this aircraft. So if we
talute DC-10 on dry lease, we can have these planes at a very low
cost.

Minister for Civil Aviation and Tourism Mosharraf Hossain
talks to Toufique Imrose Khalidi '

Things will change when we go for privatisation. We will have

‘new aircraft. Our main drawback now is that we can’t maintain

our schedule because we have all old aircraft. And right now
we are not in a position to purchase a new aircraft. Of course,
if we go for leasing aircraft, there is doubt that we have the
revenue to afford it. If we can privatise (part of it) and

DS: But we hear that DC-10 spares are not much available
and also that these are very costly.

MH: DC-10 parts are available, maybe some parts are
costlier, but we have no option now. If we cannot afiord newer
aircraft at the moment.

DS: Money is the main problem for Biman?

MH: Yes. il is. Whatever we are earning now is being used to
pay back our old debts.

DS: As the minister in charge now, did you take any initia-
tive to investigate those incidents of n? The instances
of corruption that cost Biman huge sums and is still affecting
the national cartier? i

MH: Actually, how can you find out (corruption)? How can
you prove it? You can find out, but how can you prove, because
they have manipulated everything. You see if the number one is
corrupt, then you can change everything to your advantage. How
can two aircraft (airbus) be bought for USS 150 million? The
ATPs were bought in the same manner. How much revenue is
Biman earning? And we are having to pay back such a huge
amount with interest.

DS: Shouldn't these corrupt persons be tried? Shouldn’'t you
take an initiative? :

MH: How can you say that when the evaluation committee is
there? Of course, inquiries are going on. The Anti-Corruption
Bureau is investigating the purchase of Airbus. Ershad hasFl'.:»een
charged regarding the purchase of ATP. But Bimnan is payin
through its nose. What is the fault of the Biman Empllzr}rees
How much they are getting ... they are working so hard. And you
know the employees of are supporting privatisation. No group

T g e T o

The fact is every one has the right
to do business. I became a minister,
but I have got my business. I have

‘not closed my business and I am not
running my family with a Tk 12,000

salary. My business has been
inherited from my forefathers.
I cannot close it.

have a strategic partner, I am optimistic.

of employees in Bangladesh has ever supported privatisation,
h{g;t_ Biman's employees do because they know they'll be better
off.

DS: 8o Biman has management problems or, shall we say,

Biman is a problem?

MH: | think so. There are many many things [ haven't been
able to adjust. For exainple, the ticketing system. Despite re-
peated instructions, this is not improving. And | am saying this
to you as the minister. You want to buy a ticket, there is no
ticket. Then you can buy it under the counter. Then when'you
are in the plane, you'll find vacant seatls. They say there was
‘no-show” and give other excuses.

Look at British Airways. They make profit on London route,
but we don't. I just can’t accept this, But I admit this hundred
times regarding the New York route.

DS: Then do you have the New York route?

MH: We have many people in America and they fly Biman
because it's cheaper for them.

DS: But Biman has to run commercially.

MH: | agree. Unless we have privatisation and unless we have
an inter-tine arrangement ke Emiratee, like Guif, like other
alrlines, we wili not make more profit. But sur people working
in New York want Biman to go there.

DS: So the Dhaka-New York-Dhaka route is more an emo-
tional one than a commercial one.

MH: I think so. It is emotional.

DS: How can you do that?

MH: We should not run any commercial operation on an
emotional basis.

DS: Who took the initiative to reopen this route?

MH: We did. {;:E::;lngeticall ).

DS: What was com to reopen the route?

MH: The compulsion was this that the opposition parties
also asked me the question in the parliament.

DS: Opposition BNP members raised questions about it in
the parliament? |

MH: Yes, they did.

DS: About the

MH: Yes, about the reopening. And because of the people in

New York and the people in other parts of the United States who

wanted it. They were demanding that the New York flights be
there. Though I repeatedly told them that Biman would not
make profit. Openly | said to anybody who said Biman will
make profit on this route, “Okay, I will provide an aircraft, you
come and run it.” But they won't.
& DS: Why not? What is the problem? Per mile passenger cost
very

MH: We take 1100 (US) dollars for Dhaka-Jeddah-Dhaka.
And we take 1,200 dollars for Dhaka-New York-Dhaka. So for
100 dollars you are flying three times. These routes are ve
competitive. There are many airlines on this route with whic
it is very hard to compete. And our fuel price is very high. In
fact, this is the highest in the world. Our Honourable Prime
Minister has agreed to it and we may take a decision shortly. We
take 48 cents per litre. In other countries, the neighbourin
countries, it is 18, 20 cents or 23 cents. When this is decide
upon, it will be better, We have taken some other decisions to
cover the losses on the route. We will operate through Amster-
dam again. Another option is making it via Manchester. We
will not make profit, but we will be able to lessen the losses to
somie extent,

DS: Biman's fare policy is not very fair if I may say so.

MH: If we take higher price, we lose our passengers.

DS: But why do so much when somebody is
a ticket from Dh for a Dhaka-London-Dhaka trip. It much
costlier than when somebody is the ticket from London,
London-Dhaka-London. Why? The same has been the case with
Calcutta. '

MH: The marketing people can explain this. I think there is
some 10%;;. They have the answers.

DS: y should the poor Bangladeshis pay more than the
foreigners?

MH: The marketing people will have the right answers.

DS: You said it's a government policy to leave the domestic

service to the private sector.
MH: Not fully. .
DS: 1 you once said that.

MH: | said that as an individual. But the reliability and
gt]a.itntenancﬂ of the domestic airlines must be proven before
at.
DS: Are you happy with them so far?
MH: We are hapigy_ especially with GMG.
DS: One is out of busin A
MH: The reason is they didn’t perform well.
DS: There was AeroBengal. ‘
MH: AeroBengal didn't perform well,
DS: Parabat is also limping.
MH: | think they will overcome this. They bought another
aircraft.
DS: Will you allow more companies?
MH: Of course, why not? We have no restriction regarding
reginaéraéiun for dum&st::d service,
: But regulating monitoring them is important. How
do you handle that? ’
MH: Civil Aviation (Authority of Bangladesh) is doing it.
DS: There are that the rules are not enforced.,
MH: No, the rules are very strictly applied. Even the Ciyil
Aviation doesn't spare Biman either, Biman produces each and
every paper. As you see, we bought the F-28s, the older aircraft,
and they took two months to clear them. Each and every paper
is scrutinised by them. I always ap;i\reciatc this. When Biman
said, 'we are not getting clearance’, I said ‘you have to provide

all the things'*The papers have to be all righ
: t.
o sy Bl ot o proiie
: ulf routes are profitable. This means th 1d-
%ﬂ Eila;t destinations; Muscat, Dubai. Abu Dhabi, Qatar, J{édp:dj]::jji
Siya - All of these are profitable, Hong Kong is profitable, so is
7 nﬁp«nre. Bangkok is profitable, We have already achieved
Ilr'le -:I -even with Narita, Japan by rerouting. Previously, before
“ﬂa joined, it would go via Singapore. Now we go via Bangkok.
Th‘s has given good results. Instead of a DC-10. we use Ajrbis
i is has given us the break-even. We are not making.a loss. We
fhve one slot in Narita. We are pressurising them (o give us an-
o] Eslgi&{fnwe canTEG twice a week, we can make a profit
2 haka-Tokyo route is not profitabl .
MH: No it's break-even. : o ‘.Fﬂt
DS: Dhaka-Tokyo?
MH: Yes, we don't incur losses.
Dﬁ:‘ ﬁroﬁtha only major loss-making route is New York,
ﬁ How much?
: It is about 37 crores taka now :
ﬁ Tllimt‘i vl . annually,
: Yes. We are trying to resolve this by this ne li
fuel price and reroutin 5’1& flight to New Hlfnrk via :JI?;E;:‘EEGIE
Egg ]';Iancheﬂf:r. We will not make profit, but we will reduce the
DS: And you losing '
llnl;%ﬂ dehtn?‘? are s0 much money when you have huge
: We are not defaulters. We are pavi D
, ying back to the gov-
ernment and we are paying back what the pregﬁnus gnvenuﬁent
tt}uﬁur the prncu;lement ol DC-10 and for Airbus.
: are still bonus ]
domth b e getting as part of profit.
allMH: I don't think it's part of profit. They get bonus, that's

And we have reduced expenses. A DC-10 has to
; o for a D-
Check.after .fi\:"t: ears. Previously they used to pay gsur: million
dollars for this heavy maintenance to Alitalia, Swissair and
gil:lﬁsdni&ﬂé'm;k over, v.ée had the first D-check recently, This
11 Singapore and we paid only 3.8 milli
saved two million dollars. 8 g SN elage, e

DS: I heard the plane started h
i Do ; P ed having problem immediately
MH: No, that had nnlhe'ugﬁ to do with the D-checked portion.

DS: Was it a partial ch done in Sing
MH: No, full D-check. = e

DS: But that plane started having problems within
Y MkH: No, this is not correct. Thispwas not a part ﬁ??]ﬁ%
eck. e

ﬂig]l::f::?wnh this small fleet, how do you handle the VVIP
MH: Yes, we have some problems when we la
; . , ndle VVIP
ﬂightsﬁ. We urgenitly need a small aircraft for these VVIP flishts.
mliﬁ?ﬁn why aren't you going for mid-haul aircraft instead of
MH: We need long haul aircraft because we go to Londor
: | 2 on and
New York. h:!rd-l@au% aircraft is all right for o%hr:r routes. The
Airbus 310-300 is mid-haul. We are planning to increase fre-
quency in the Middle-East on London-Dubai. Dubai-Sylhet
routes with the Airbus. Emirates is also flying like this. You are
coirect. We need at least two aircraft [or long-haul and for oth-
ers I;'rijidl-#haul aircraft are good enough for us.

: Let’s go to other areas. There have been allegations of ir-
regularities in the purchase of F-28 and others charter
of ﬁmﬂ: for the Hajj flight. iR

: About the DC-10 we are going to procure, let me tell
) _ : ou
that the price we got in the first tender was 25 million dol ars
for a three-year dry lease including maintenance, which was
beyond our means. That was about nine months ago. Under the
previous regime, a DC-10, manufactured in 1978, was taken on a
three-year dry lease for 20.7 million dollars with maintenance.
Now the one we are procuring, the agreement which has been

made with GIA International, is manufactured in 1982, And the'
price is 14.06 million dollars. We are saving six million dollars.
In a business deal, if you can’t make a profit in purchase, you
can't make a profit in sale. I am following that mﬁ:. Now if any-
body's interests are hurt by this, I -::c:uhfn't care less. [ am not
going (o pay a higher price. That is why they are fabricatinig
these stories! If we just purchase like the previous government
and lg’:ut Biman in a crisis, that won't be right,

Then the Hajj flight. Before I took over. there were a lot of
problems with the Hajj flights. Not a single Hafi has com-
plained this year. Last year there was a DC-10 aircraft, manu-
factured in 1981, but it had some problems. This time when we
floated a tender, three aircraft were close in price. The aircraft
we selected was a bit higher in price, but technically thiey Were
No.l. So we decided to take it. Bul the story that came out was
about some minister’s son being involved. The fact is every one
has the right to do business. I became a minister, but I have got .
my business. I have not closed my business and I am not run-
ning my family with a Tk 12,000 salary. My business has been
inherited from my forefathers. | cannot close it. Anyway, we
didn’t bother about who the local agent was. We made an agree-
ment with Air Charter World (ACW) of US, and when they failed,
we saw we had very little time. We couldn't find an aircraft.
Then we took the DC-10 which goes to New York, the losing
route. We closed that route and used the aircraft for the Hajj
flights. Biman management and myseil. with much troukle and
with Allah's blessings we directly contactizd the €7 ina Sovth
ern sdrlines (suppliers of ACW) and we managed © taaz Lz (o
Boeing 777 aircraft. And you will be happy to know that we have
carried 2,000 pilgrims more than last year. We have decided not
to accept any offer from any agent. We floated a tender to pro-
cure the aircraft from direct operators and the cwners. We have
learnt from experience,

Now about the F-28. It had the lowest price and flying hours.
The papers are there and you can see. We believe in trans-
parency. The lowest price was selected. If | selected a different

‘Look at British Airways. They make

profit on London route, but we
don’t. I just can’t accept this. But I
admit this hundred times regarding
the New York route.

one, the story would be that the aircraft with the lowest flying
hours was not selected.

DS: Another major complaint against Biman is that cargo
handling is not very safe and secure.

MH: I agree. Our cargo sector needs a revision. By December
we will open a new cargo villaige. Then our cargo handling will
improve. We also publicised for cargo freighter handling. but
nobody could materialise these things. Only one airline came
forward, but they have failed. Now a good 747 is coming. And
British Airways also have proposed co-sharing deal with %h‘man
to run {:ar%;:: freight on a regular basis. On principle [ have
agreed. We had a stmilar deal with a Korean Airlines, Now it has
been stopped.

As ‘a minister, I want to run Biman totally commercially. |
don’t want Biman to increase the burden on the government ex-
chequer. [ haven't so far. I bought the two aircrait without a far-
thing from the government. Moreover, 1 paid the governinent its
dues and other dues created in procuring other aircraft.

~  DS: The airport remains a problem.

MH: It is, but we have improved a lot.

DS: There is an gang, mafia of sort.

MH: Yes. We are trying. We had a r?{;h'lﬂ‘ifﬂ] meeting. We are
installing a CC TV. The previous CC previously was only for
Civil Aviation. This one will be for all operations. We will have
a networking because not one agency is involved here. There are
Civil Aviation, Biman, Customs and other agencies. | am trying
hard to streamline this. We are making an arrival lounge and it
will' be complete soon, giving us more space. We are also expand-
ing the departure lounge upstairs, Actually Zia International
Alrport has become very congested. We are using only 35 per
cent of the capacity of our runway. Since our country has lim-
ited resources, I don't understand why the past government left
no room for expansion of Zia International Airport by con-
structing the Uttara Model Town. So we are thinking of includ-
ing Baonia to make more terminals. Then we can use 75 per cent
of the capacity. There is a provision to having another runway.

DS: The problem is our terminal is too small.

MH: Yes. We have four aircraft, but no parking space. We
could have had this if Uttara Model Town hadn't been there. It
has squeezed the airport. So I am going to ask the Prime Minis-
ter if we can take Baonia to the west. It is still just a small vil-
lage and has hardly any settlement. We can take it for the future
so0 no one else can come and make a model town there. We must
work for our future generation. Whichever government comes to

wer, we don't think of the future. We don’t think long term.

k at the Gulshan Lake. Who made it smaller? The govern-
ment. This country will be here. The people will be here. We
have formed a government now. We have come to power after 22
years. If we work well, we will come again in future. But this
-.country will be here. Zia International Airport will be there. I
say, you must work for the future generation. Look at New York,
Washington or any other place. They have planned 200 years

* DS: Thank you very much for your time.



