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‘CALLING ATTENTIGN TOQ MAFTRER
OF URGENT PUBLIC IMPORTANCE

RiroRyer Heavy Losse m ExpoRT or
IRoR Omt To JAPAN
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THE MINISTER OF COMMERCE
(PROF D, P, CHA'ITOPADHYYA):
Mr. Speaiter, Sir, MMTC had signed
a long-term contract with the Japa-
nese steel millg 1n April, 1970, for ex-
port of Bailadila iron ore It provid-
ed for export of 61.25 million tonnes
of iron ore for supply over a period
of 9 years valued at 487 crores
Thae prices that

g international prices,
and the prices at which other suppl-
iers like Auttralia and Brazil sere

#on ore tv Japan The
genera]l pattern of this  long-term
contract was also similar to the long-
term comiracts that Australia and
Braul had made with Japan. The
contract incly a for a
parity clause gdtha mﬁ inter-
national currency fluctuations, and
under this clause, MMTC hgs secured
mcreakes in the price fol two
dollar devaluations in December, 1971,
and February, 1973,

In Feébruaty this yeer, MMTC re-
Quested the Japanese buyer for an
upward revision of the iron ore
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priees in respect of all contraets, in-
¢luding the Bailadila long-term con-
tract. The Japansse sigel muils have
responded favourably to this request,
MMTC is hopeful of securing an
in the price.

It is correct that during the last
three years, MMAT ss %2 export
house hiss inthMrred & loss on the ex-
part of Balladila fich ore to Japan
under this long-term coniract How-
ever profdabbity of iron ore export
opergtions deépemds upon a veriety of
fagtors, suek s the cost of mining
operations, cost of transporation by
rail from pit.head to port, loading
in vessels, etc Taking all factors in-
to account, total exchange earnings
and other realisations that have ac-
crued to the Government of India, 1t
can be said the country has not in-
curred a net loss on export of Ba-
ladila 1ron ore to Japan Qver
the years, MMTC hag done a com-
mendable Job in increasing iron ore
exports substantially and securing
prices which compare favourably with
those obtained by other major irom
ore exporting countrles
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PROF P P CHATTOPADHYAYA
Sir, the hon. Member referred to the
absence of an escalation clause 1n the
ariginal agreement. but, it is true that
we included a parity clause in the
agreement. As 2 result of that,
dyring the devaluations of dol.
lar that have taken place in 1971 and
1973, we had got the benefits

But about. the absence of escalatwon
clause in the Agreement, I might
submut, that at that period when this
contract was concluded between India
and Japan the iron-ore market 1n
the world was sluggish So, it 1s not
only India that could not secure in-
clusion of an escalation clause in her
Agreement with Japan but even Aus-
traha and Brazil also did not have
ihis escalation clause in their agree-
ments with Japan. About cancel-
latton I would say the question does
not anse because the 1ron-are price 18
picking up all over the world and al-
ready our people had discussions with
the Japanese and the response was
favourable They have been invited
by the Japansse for further negotja-
tions and the indications are there
that we would be able to secure
higher price In this context the
question of cancellation and compen-
sation does not arise Further, the
whole thing was cleared by a high-
powered comumitee of  secretaries
Our export price compares favourably
with the other countries’ export price
tp Japan For .example, Australia 1n
the year 1971-T2 exported lumps with
64 per cent foreign exchange cantent
at dollars 937 per tonne whereas we
got dollars 8738 In 1872-73 while
Augtraia got dollars 927 we got dol-
lsrs 1060 This year Austraba got
dollars 10908 whereas we got 1129
dollars pér tonne 8o, from the above
figures it is clear that our realisatiem
from exports compare favourably
with the other countries,
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PROP. D. P CHATTOPODHYAYA-
I have already submitted that so far
as this particular Bailadilla project
is concerned, we have suffered some
loss, but from the total operation of
the MMTC we have not suffered loss;
rather, on the contrary, we have
that is. the MMTC has, made a profit
of Rs. 16 crores during the last year.

Our negotiation is in progress with
the Japanese. At this time, 1t will not
be in the national interest to disclose
the actual figures regarding loss and
other things. So, I am sure the hon.
Member will appreciate the point.

He has expressed fear that since
there 15 no escalation clause, Japan
might not agreeto our suggestion to
revise our price upwardly. This fem
is unfounded, because the Japanese,
at we all know, are a commercial
nation, very much enhightened about
their own interest. In the present con-



The next point he

is of the order of 20,000 million tonnes.
So, the apprehension that we may just
exploit or allow our precious iron
ore resources to be exploited at
throw-away price and very quickly
is not based on fact.

About the last point, I entirely
agree with the hon, Member that we
should concentrate more on producing
the finished products rather than ex-
port these natural resources, but that
is the policy and that policy has been
already announced by the hon. Min-
ister of Steel and Mineg on more than
one occasion. We are eetting up
different mini-steel plants and recent-
1y we are also working on the Kuder-
mukhi project. So, this suggestion has
been accepted and agreed upon by
Government and there are no two
opinions on it.
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PROF: D. P, CHATTOPADHYAYA;
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hag risen to i28 million tonmes and
our Tealisetion siso had eignificantely
fone up. In the contracts that the
MMTC had entered into with the
East European countries and alsa West
Europesan eountries in the recent past,
when bullish trends set in from
October 1878 we had secured signifi-
cant upward price revision. So we
have taltan advaniage of the present
conditions. We hope to realise further
through our negotiations with Japan
which are in the penaltimate stage.
The question of loss does not arise.
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PROF. D. P. CHATTOPADHYAYA:
1 do not remember to have seen any
other contract, other than this one,
where we do not have an escalation
clause.

we enter into a long ferm agreement
for nine years? Why should we not
enter into agreement for three years’
The bon. Minister sxys that we bave
of iron

E
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PROF, D. P, CHATTOPADHAYYA.

I have already said that this decision
was okayed by & very high level
&8 Committee The hon

member asked why we entered into
this long term contract instead of short
term contracts. When a lot of jnvest-
ment is called for, we also need a
long term contract. Otherwise, the
market was sluggish at that time and
in that context, it would not have
been prudent to think of investing a
lot of money without being sure
whether the ore will be lifted. If was

tions. [ entirely share his concerp for
preserving our precious natural ro-
sources. I have already said that our
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BUSINESS OF THE HOUSE

THE MINISTER OF PARLIAMESN-
TARY AFFAIRS (SHRI K RAGHU
RAMAIAH): With your permiss.on,
Sir, I rise to announce that Govesm-
ment Business in this House during
the week commencing 19th August,
1874, will conmst of:—

(1) Considerantion of any item of
Government Business carried over
from today’s Order Paper.

(2) Consideration and passing of
the following Bills in replacement
of Ordinances together with the
Statutory Resolutions seeking dis-
approval thereof:

(a) The Companies (Temps-
rary on Dividends)
Bill, 1974,

(b) The Additional Emoluments
(Compulsory Deposit) Bill, 1974.

(¢) The Compulsory Depoasit
Scheme (Income Tax Payers) B,
1874,

(d) The Essential Commodi-
ties (Amendment) Bill, 1974, us
passed by Rajya Sabha.

(e) The Alcock Ashdown Com-
pany Limited (Acquisition of
Undertakings) Amendment Bill,
1974, as passed by hajya Sabh4

(f) The Industries (Develop-
ment and Regulation; Amendment
Bill, 1074, ag pessed by Rajya
Sabha.

(g) The Press Council (Amend-
ment) Bill, 1874, as passed by
Rajya Sabha,

(3) Discussion on floods and
droyght conditiony on Saturday,
the 24th August, 1074

I may also inform the House that
the Minisiex of Railways will inter-
duce Supplementssy Demands for

Grants (Rallways) on 2lst August,
1974 and make a staiement on the

e



