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Committee admits Sethu project report
made errorsin calculations

Economists critical of
the project say they feel
vindicated by some
admissions in the govt
committee's report

By Priyanka P. Narain
priyanka.p@livemint.com

committee that held

hearings and studied

the controversia
Sethusamudram project con-
cedes the government made
calculation errors in its esti-
mates of how much time, dis-
tance and fud would be saved
by ships using the channel.

In its 116-page report, the
"committee of eminent per-
sons', as the government-ap-
pointed group is known, says
Rs350 crore has been spent so
far and that the original expec-
tations of the channel will have
to be modified. It says some
numbers mentioned in the
original project report lack fi-
nancial analysis.

It wrote: "The consultants in
the detailed project report
(DPR) have taken channel
length as 152km for calcula-
tion of savings in time char-
ters, whereas the actual chan-
nel length is 167.22km. These
difference, in channel length
and savings in distance, will
have some impact on the sav-
ings of ships."

Further, the 10-member
committee says the shallow
depth of the channel will force
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ships to dow more than esti-
mated.

"As regards the comments
made on the approach and as-
sumptions adopted in the
DPR, the main argument
against the DPR rests on the
distance that will be saved by
ships that are coming from Eu-
rope, America, Africa (as they)
need not come to Cape Co-
morin for going around Sri
Lanka," the committee wrote,
referring to the cape at Kanya
kumari, the southernmost
point in India. "This observa-

tion is valid as the ships com-
ing from Europe, America, Af-
rica, etc., need not come to
Cape Comorin  for going
around Si Lanka. To that ex-
tent the savings in distance,
particularly for non-coastal
cargo, will be less."

In a section on environment,
the committee recommends a
special, low-sulphur fud for
ships navigating the biosphere
reserve, to reduce the pollu-
tion.

This has steep economic im-
plications, mariners say, be-
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cause the fue costs twice as
much and will result in spiral-
ling costs for ships using this
channel.

The Sethusamudram proj-
ect, which plans to create a
channel by dredging the
Adam's Bridge connecting In-
dia and Si Lanka, has been
mired in controversy over se-
curity, economic, environmen-
tal and social issues.

The bridge is also known as
Ram Sethu, named &fter the
mythological king Ram who is
believed to have built the
coral walkway.

The channel, which is ex-
pected to cut navigation times
for ships travelling around In-
dia by 24 hours, is different
from projects such as the Suez
and Panama canals, which cut
through land to save ships
several days of navigation.

From the start, the govern-
ment misjudged costs. When
dredging companies submit-
ted their bids, project costs
had spiralled from Rs2,600
crore to Rs4,000 crore. Loan
arrangers then demanded gov-
ernment guarantees, and then
said terms of the origina
agreement had expired.

Members of the committee
have been asked not to tak to
the media and cdlls to ship-
ping minister T.R. Baalu's do-
fice were not returned.

Economists who have stud-
ied the project—and been
highly criticdl—say they fed
vindicated by some admis-
sions in the government com-
mittee's report. H.
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Balakrishnan, a former nava
officer, was the firg to analyse
that ships would be dow in the
channel.

"As amariner, it was good to
see the committee admit that
the channel is 15 nautica
miles longer than what they
said and that ships will not be
able to travel at eight nautical
miles in such a shallow chan-
nel," he said.

"When the draft available to
them is only a couple of me-
ters, ships cannot run their
propellers because they may
run aground,” he added.

The low sulphur fuds that
the committee recommends
for ships using the channel
cost about $908 (Rs36,774) per
gallon, nearly twice the price
of regular fud that ships use
on high seas. According to
Bunkerworld, a website that
monitors fud prices world-
wide, regular heavy oil fud
that ships use on open seas
costs $480.

All these new factors make
the old estimates irrelevant,
observers say.

"The numbers of savings are
being deliberately vague and it
is hard to even make estimated
calculations of savings," said
Balakrishnan, who is putting
together a paper on revised fi-
nancials for this project. "It is
time for fresh numbers, fresh
estimates and rea estimates
that are rooted in real financia
analysis."
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