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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, 
present this Twenty-second Report on lite' action taken by Govern
ment on the recommendations contained in the Twenty-first Report 
of the Committee (Third Lok Sabha) on Air India. 

2. The Twenty~fi.rst Report of the Committee on Public Under
takings was presented to the Lok Sabha on the 28th March, 1966. 
Governm'ent furnished their replies indicating the action taken on 
the recommendations contained in that Report on the 6th August, 
1968. The replies of Government to the recommendations contained 
in the aforesaid Report were considered by the Committee on the 
26th August, 1968 and the Chairman was authorised to finalise the 
Report on the 'basis of the decisions of the Committee. 

3. The Report has been divided into the following three chapter.:-. 

I. Recommendations that have been accepted by Government. 

n. Recommendations which the Committee do not desire to 
pursue in view of Government's reply. 

III. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

p 

4. An analysis of the action taken by Government on the recom
mendations contained in the Twenty-first Report of the Committe. 
d given in Appendix I. It would be observed therefrom that out of 
the 52 recommendations made in the report 61.54 per cent. have been ; 
accepted by Government and the Committee do not desire to pursue 
32: 69 per cent ~f the recommendations in view of Government's re- I 

ply. Replies of Government in respect of 5.77 per cent. of the recom
mentiations have not been accepted by the Committee. These recom
mendations will be pursued by the Committee during the course of 
their current ~amination of Air India. 

NKW DELHI; 
September 6, 1968. 

Bhadra 15,1890 (8). 

G. S. DHILLON, 
Chai1"m4n, 

CO'mmittee on Public Undertaking.. 

(v) 



CIIAPTER I 

RECOMMENDATIONS THAT HAVE BEEN ACCEPl'ED BY 
GOVERNMENT 

Recommendation (Serial No.1) 

The Committee suggest that when proposals 10f' expansion are ini-
1iated efforts should be made to introduce new stations on the India-
U.K. route with a view to tapping further ,sources of trafJic in this re-
gion. If inclusion of more stations is likely to m.ake the service un.
attractive its flights can be operated via d~erent rou.tes. (Para No. 
12). 

REPLy OF GoVERNMENT 

The Corporation has under constant examination the operation of 
services to and from new points, particularly in Europe, with a view ' 
to eventually routing services via those points. The traffic potential 
to and from points such as Vienna, Warsaw, Belgrade, Athens and 
Cyprus are currently under examination, and as recomm'ended by 
the Committee, the potential of other points will be taken up fM 
examination in due course. The Corporation started operations via 
Brussels from the 2nd August, 1967. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 
dated 18th July, 1968]. 

Recommendation (Serial No.6) 

There is a large Indian population in Fi;i and an air link with 
it wa.s considered desirable. Air-India, therefOre, started a weekly 
.service 'between Sydney and Fi;i. The Committee understand that 
Air-India has earned a gooo'ruJ,'me in the South Pacific and this route 
is likely to be profitable in the near tutu:re. Though the route is be
ing operated. at a loss at present, the committee would like theser-
'Vice to be continued for the reasons given above. (Pam No. 37)". 

REPLY OF GoVERNMENT 

The Committee's recommendation has been noted. 

{Ministry of Tourism and CWil Aviation O.M. No. 4-CA (5) /60 I 

~ 18th Ju111, 1968]. 
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Beeommendation (Serial No. 7) 

The Committee regret to note that due to shoTtage of pilots one 
of the three service. was curtailed from December. 1964 to Septem- , 
ber, 1965 on the India/Japan Toute and this has affected the ji:oon-
cial podtion ot this route. They are convinced that if the TequiTe-
fMnt of pilot. had been planned p1'operly. this .ituation would not 
Mve arisen. (PaTa No. 42). 

REPLy 01' GOVERNMENT 

The problem of shortage of pilots has since been overcome and 
the Corporation have also taken steps for proper planning in thia 
regard for the future. 

[Minbtry oj Tourirm and Civil Aviation OM. No. 4-CA (5) /66 
.ted 18th Jultl. 1968]. 

Recommendation (Serial No.8) 

In view Of the 14rge tT4/1ic mOving on the India/Japan route it iI 
'Jull 01 po~tie.. Air-India needs to improve its sales contact' I 
Ot'gGftil4tion to be "ble to obtClin encouraging finallcial results from 
.. he operation of thil route in the coming years. (Para No. 43). 

Rl:PLy 01' GOVI!RNMENT 

The Corporation is alive to the problem of low load-factors on 
the IntUa/Japan route. With the relaxation in travel restriction. 
by the Japanese Government it is anticipated that more Japanese I 
Tourist Traftlc will move on Air-India's services on this route. 

[Minbtrtl oJ Touris'm. and Civil Aviation OM. No. 4-CA (5) /68 
Ateel 18th July. 19681. 

Recommendation (Serial No. 11) 

The Committee 4re glad to note that the profitability of the India. 
EGIt A..fricc& t'OUte as also the load factor have improved during't'ke 
Iat two yeaT". (Para No. 55). 

RI:PL Y 01' GoVBRNKENT 

Noted. 

[MiftiatTti oJ TouN'm Gnd em! Atnation OM. No. 4-CA(5),ee 
.ted 18th July. 1968]. 
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Recommendation (Serial No. lZ) 

If new routes are opened in Africa, Air-India shouZd be able t()-
attract adequate. traffic there. Fast political changes are taking place . 
in this Continent with the emergence of independent countries. This I 

6hould make it easier fOT Air-India to spread its operations by enter
ing into direct contracts with the Governments concerned. Air-India 
should endeavour to do so during the hurth Five Year Plan Period. 
(Para No. 58). 

R.I:PL Y 01' GoVERNMENT 

The Committee's recommendation has been noted. 

[Ministry of Touris'm and Ciuil Aviation O.M. No. 4-CA (5) /88 
Sated 18th July, 1968]. 

Recommendation (Serial No. 13) 

The Committee are informed that there are two dif1icu.lties i1'& 
starting a direct service to Mauritius, one of Navigational aids and 
the other of avm1ability of crew. If these difficulties are OveTC01ne. 
it would be po.ssible to start a fortnightly service sometime in May, 
1966. Location of navigational aids is not an unsurmountable ditft-
eulty. Shortage of pilots would also not be there, if recruitment ;. 
properly planned. Air India should soon start thi.! service. (Para 
No. 59). 

REPLY OF GoVERNMENT 

Air India have started a fortnightly direct service between Bom
bay and Mauritius with effect from the 15th August, 1967. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /M" 
d4ted 18th July, 1968]. 

Recommendation (Serial No. 14) 

For a proper planning and adjustment of schedules an airlift.· 
IJhould know which of i-;" routes are prOfitable OT otherwise. To· 
achieve this end it is necessary to evolve a IJcientijic lJystem of con 
accounting which gives accurate route-wise results. (para No. 65). 

REPLy OF GoVERNMENT 

The Committee's observation has been noted by the Corporation. 
and action will be taken by Air-India to evolve a scientific system 
of cost accounting to give route-wise results. 

[Ministry of Tourism and Civil Aviation OM. No. 4-CA (5) /66: 
dated 18th July, 1968]. 
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JIeeommendation (Serial No. 15) 

The load factor achieved by Air-India em the India/U.K. route 
'(53.7 per cent in 1964-65) and India/EIUt Africa route (65.6 per cent 
tn 1964-65) ha, been satisfactory, but in other sectors the load factor 
it low which indicates that there is considerable surpZus capaCity in 
Air-India's aircraft on those sectors. The Committee believe that 
·despite international competition there is ample scope for developing 
traffic between India and Joreign countries. They hope that Air-India 
will 8tr~ve to improve its perform..a.nce trom year to year. (Para No. 
~78). 

REPLY OF GoVERNMENT 

The Corporation is alive to the problems of improving the load 
factor and will continue to strive to improve its performance in every 
-lUcceeding year. 

tMitWtry of Toumm and Civil Aviation O.M. No. 4-CA (5) 166 
.dated 18th July. 1968}. 

Bec:omm.endation (Serial No. 16) 

. Rise in the break-even load factor without a corresponding me 
in the overall load factor will seriously affect the profitability of Air-
IMia in spite of the increase in turnover. The Management should 
keep constant watch over the operating expenses and try to effect 
,economy wherever possible. (Para No. 81). 

REPLy OF GoVERNMENT 

Government agree with the observations of the Committee. The 
'Corporation has assured the Government that it is keeping a constant 
watch over the operating expenses to effect economy. But costs of 
labour and materials are steadily rising and all efforts are required 
and will be made, to improve overall load factors in the face of com
petition which is growing stronger and stronger. 

{MinistTY of Tourism and Ciml Aviation O.M. No. 4-CA (5) /66 dated 
18th July. 1968]-

Recommendation (Serial No. 17) 

As stated earlier Air India's share of the international passenger 
traffic between India. and other countries was 44.8 per cent in 1963. 
At... India feeb that its share can be increased if Government and the 
Reserve Bank of India accord the facilities which it desires. 7'Iu! 
Com",,"" are '-tUned to agree with this view and desire thCs mat
ter to be JtJvoura.bly uamined. Simul~neousl!l tt should be -en.sured 
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~h4t the directives of Government regarding travel btl Air .PndiG are 
strictly enforced. (Para No. 87). 

REPLY OF GoVERNMENT 

1. In view of the fact that Air-India operates daily out of India a 
through service to London and New York, under the regulations of 
Reserve Bank as they existed till they were recently amended it was 
not possible for Air-India to give to a London-bound or New York
bound passenger a stopover en rou.te. 

By means of SPA Circular No.6 dated November 1, 1967, the 
Reserve Bank relaxed its regulations permitting a passenger under 
certain conditions, to avail of stopovers en route. This has made Air-
India competitive with other airlines. • 

2. The Reserve Bank has also taken certain other steps to plug 
loopholes in its regulations which certain foreign airlines were . ex
ploiting. With the plugging of these loopholes, Air-India should be 
able to secure a larger share of the traffic out of India. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

Recommendation (Serial No. 26) 

The Committee are not aware of the special reasons which neces-
sitated this departure (of not appointing the General Manager of one 
Corporation as Director in the other Corporation) especially in view 
of the fact that such representation was given for the past 6-7 years. 
If the Chief Executive of one Air Corporation is a member of the 
Board of Directors of the other, it would result in better co-ordina. 
tion. (Para No. 121). 

REPLY OF GoVERNMENT 

The step was taken manyy to limit the number of official mem
bers of the Board, specially in~view of the fact that Secretary, Civil 
Aviation was chairman, Indian Airlines at the time and also a mem
ber of the Air India Board. Secretary, Civil Aviation, however, 
ceased to be chairman, I.A.C. and member of the Board of Directors 
of Air India from 2nd December, 1966. General Manager of the two 
Air Corporations are now members of Board of Directors of both the 
~orporations. 

{Ministry ()j Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18thluly, 1968]. 



Recommendation (Serial No. 21) 

It is reen. that, since the time of nationalisation of air t1'llnspot't 
i-ndtUt1'1l in 1953, the question of having two separate Air Corpora-
tioN or one has been under discwBWn. The current thinking of tM 
Government is that it would be advantageous to merge the two Cor-
po7'a.t1om into one. The Committee would, however, like it to be 
ezamined (U to when the merger .cheme .hould be implemented. 
Mewe than a decade after nationaZisation, both the CorporatiOM have 
7IOW been. able to mnd on their own. It is quite probable that a 
merger at this stage may create administrative p1"Oblems and retard 
the progress and profitable opera.tion of the merged Corporation for 
.ome more years. The Committee therefore, suggest that a m.e-rger 
scheme for implementation at II later date ,hould be evolved. Melln-
while eflort. should be made to have common fa.cilities on matter. 
like operation. of services, utilisation of available .eats, promotion of 
.ale., tTaffic and commercial handling, repairs attd maintenance of 
airC'NJ!t, plannin.g and development tY/ hangers, buildings, recruitment 
and training tY/ crew, engineering and other personnel etc. ThiB cu-
pect may be kept in view particularly when introducing new type. 
of aircraft in either Corporation. (para No. 130). 

REPLY or GoVIRNMENT 

The observations of the Committee have been noted. 

[Minist'1l of Tourism and Civil Aviation O.M .. .No. ~A (5) /66 detect. 
18th July, 1968]. 

Recommendation (Serial No. 28) 

At present the Boards of Air India and lAC contain eight commoft 
members but the Chairman of one Corporation is only a member Of 
ehe BoaTd of Directors of the other. As a further 8tep towards mer-
ge'r and with 4 view to provide a coordiMted direction in the deve
lopment of air transport sennces both domeme 4M international,lh~' 
possibility of having the same person as the Chainnan of both t1a~ 
Corporcmon.s fMY be ezamined (para No. 131). 

REPLy or GoVl:llNMENT 

The Board for the two Corporations is now ldentical, though the-
Chairman is not the same. The chairman, Air India is, however, .. 
Diret.--tor, Indian Airlines and vice-versa. 
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The recommendation to have a common chairman. is noted mel 
will be considerai when the Board is due for re-constitution. 

{Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

Recommendation (Serial No. 29) 

International air transport industry being a highly competitive 
one it is desirable that mechanised system should be introduced Oft 

the administrative as well as operational side to add to speed and 
efficiency. (Para No. 136). 

REPLY OF GOVERNMENT 

Subject to availability of foreign exchange, the Corporation win 
introduce mechanised systems wherever feasible to add to speed and 
emciency. . 

[Ministry oJ TOUrism and Civil Aviation O.M. No. ~A (5) /66 dated 
18th July, 1968]. 

Recommendation (Serial No. 30) 

The work-load in different Departments and Stations needs to be 
reviewed. Also, before further recruitment is made surplus person.-
nel should be absorbed, iJ necessary by diverting from one area to 
cnother. (Para No. 139). 

REPLY OF GoVERNMENT 

Noted. 

[Ministry of Tourism and Civil Aviation O.M. No. (...C'A (5) /66 date. 
18th July, 1968].' 

Recommendation (Serial No. 32) 

Du.e to shortage of pilots (also reJerred to in par" 42 oj this Re
port) two of the Air-India services had to be curtailed in December, 
1964 for about nine months. The flying School of CATC, Allahabad 
was handed over to the Ministry of Defence in May, 1963. Air-India 
initiated action in later half of 1963 for obtaining more pilots, but the 
Tecruitment could only be made in the beginning of 1965. It should 
not have taken nearly two years to recruit pilots. It only shows that 
prompt action had not been taken at various leve13 in the Ministrw 
as well as in Air-India, the I.A.C. and the I.A.F. (Para No. 146). 
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RIPL y or GOVI'.IlNMENT 

The Pilot position in Air-India has substantially improved. Every 
endeavour is made to build up the number of pilots to meet future re
quirements. 

(Miniltrtl of TOUNm and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Becommendatioa (Serial No. 33) 

Air-India hu not correctly assessed its requirement. of Pilots. The 
Jffnutry's view i!s that the shortage was feZt 'because the demand for 
pilot, increlUed 6Uddenly due to new limitation.s fixed on flight and 
duty time. Government have under consideration a report of a Com-
mittee which recently assessed the requirements of Pilots for bath 
the C01'p<Wations. By proper planning, it should be possible to pro-
vide a regulmo flow of trained pilots to meet the needs during the 
Fourth Five Year Plan period. (Para No. 147). 

REPLY OF GOVERNMENT 

The Corporation is maintaining close liaison with the Govern
ment. the Director General of Civil Aviation, the Air Force and the 
Indian Airlines Corporation to ensure a regular flow of trained pilots 
to meet the needs. 1be Pilot position has substantially improved and 
at present there is no shortage of Pilots. 

(Ministry Qf. Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Ret-ommendatiOil (Serial ~o. 35) 

In a competitive industry like international air transport, there is 
ample scope to cant)QSs for more business. The efforts of the sales pro-
'motioft staff should be directed towards this end. The Government 
should also ensure that tickets which are paid by it or agencies which 
lire mainly financed by it are purchased direct from Air-India. (PaN 
No. 162). 

REPLY OF GoVERNMENT 

Air-India's views with regard to dealing with Travel Agents have 
been expressed in para 160 of the Report. A further point that may 
be made is that in formulating fares provision is made in the fares to 
provide for booking agency commission. The Tra ~l Agent plays a 
very important role in developing and promoting traftic, this is espe
eially true of Travel Agerfts in the areas where Tourist traffic origi
iuates e.g. U.s.A., Europe, etc. 
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Government have also issued orders, that when bookings are
made directly by Government, no commission should be paid to-
Travel Agents. ' .,.Ji :It! 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Recommendation (Serial No. 36) 

The area at present occupied by Air India's Office in Bombay ~ 
36,000 sq. ft. As against this, it is proposed to occupy 1,59,000 sq. ft. in 
the building under construction. The requirement of floor area in tM 
new building which is nearly 4l times the area presently occupied ib1r 
it is very much on the high side and needs to be reviewed. (Para No., 
169) . 

REPLY OF GOVERNMENT 

Although the Corporation was occupying 36000 sq. ft., further' 
space had to be taken up subsequently to meet the inescapable requi
rements of the Corporation. For better efficiency it is also proposed 
to accommodate some of the offices at present located in Santa Cruz 
in the proposed building-Keeping in view the Committee's recom
mendations the reqUirements of the Corporation will be carefully 
assessed before final allocation is made. - -

[Ministry of Tourism and Civil Aviatio';' i:i.M. No. 4-C • .f(5) /66 dated 
th6 18th July, 1968]. " . • 

~ommendation (Serial No. 37) 

The requirements of other public undertakings for office accom-
wwdation at BOTnaY should be met to the extent possible in the Admi.-
1Listrative Buildings, before proposals for letting out surplus accom-, 
modation to private partieS o!"e finalised. 

Efforts should also be made to complete the building earlier tha" 
.. he four-year period visualised at present. (Para No. 170). , 

REPLY OF GOVERNMENT 

The Committee's recommendation in the first paragraph will be
kept in view by the Corporation while alloting the accommodation, 
subject to the need to ensure a commercial return on the investment. 

The building is expected to be completed by December, 1969. 

[Ministry of TouriBm and Civil Aviation O.M. No. 4-CA (5) /66 dated: 
the 18th July, 1968]. 
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JIeeom .... datiOD (Serial No. 38) 

The net ntum f1'Om the building project would be RB. 15.05 Zakh6 
per annum which Oft a capital itWUtmen.t of Ra. 393 la.1chs warb out 
Ie) 3.8 per cent. The Committee consider this return as low aM would 
. .uggelt that by a proper utU.ation of lPGCe, to which (I reference ha 
been made earlier, effort .hould 'be made to improve the eC01lOmics of 
.the Icheme. (Para No. 171). 

REPLY 0 .. Govi:Iuoo:NT 

As already indicated in the reply to Serial 36, (para No. 169), • 
careful assessment of the requirements of the Corporation will be 
made before a final decision is taken regarding utilisation of space. 
{)ne of the objects of an administrative buUding is to bring together 
the oftlees situated in different locations within the city so that better 
organisation efficiency can be achieved. Keeping this in view ef!om 
will be made to improve the economics of the scheme. 

tMinilt7'y of TOUNm and Civil Avi4tion. O.M. No. ~A (5) /66 dated 
the 18th July. 1968]. 

JIeeommendatiOll (Serial No. 31) 

Out oj the total colt 01 the project, the fo7'frign. uchange upendi-
ttL,. 01 about RB. 50 I41c:hI 10Mb out to neaTly 12 per cent 01 the total 
~t. It u ftOf clear cu to why imported material to this extent " 
n.eedecl If ,erious efforts are mcuIe to obtmn indigenous aubBtitute., 
it ,hould be poS8ible w reduce the foreign e.rchaftge ezpenditu,e con-
.iderably. (Para No. 174). 

REPLY OF GoVERNMENT 

The foreign exchange expenditure is proposed to be reduced, b, 
substitution of indigenous material to about Rs. 15 lakhs at pre-tieva
luation rate i.e., approximately Rs. 23 lakhs at the current rate aI. 
exchange. 

lMinistry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th Ju.ly. 1968]. 

Recommendation (Serial No. to) 

The Committee feel that u.nless Amenities comparAble with the i. 
ternation.Cll atanc:lards tlf'e provided at the airports, 4 leoy in the lorm 
(Jf passenger ta.r would not be justified. HOtDe11er. the Committee feel 
that the question. of levying a visitors feu: for entryJ into certain areaa 
in the 4i7'pOrt may be examined and the revenue so earned uti!iBecl 
for proviclmg better !acUitie, therem.. (PtmI No. 178). 
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REPLY OF GOVERNMENT 

Government }lave ~d~ that a Visitor's ~.shC)uld be·levied on 
p~o.DS visiting 'airports, with·a ,view to.reetricting indiscriminate 
en\ry of the p~blic, to the terminal buildings. As an experimental 
m:easures, a schfm}e was introduced at Palam.ai.rport, with dect from 
15th AugJilit, 1967. According to the sch8DU!,tbe.:entryto the domes· 
ti,c and international.passenger booking halls and IQWlg5: and the en· 
closures' ~taining thereto at Palam will beres,tricted by issuance 
of tickets. The fee of 50 paise per head. introduced initially had been 
Faised to Re. 1/- effective from 1-1-1968. 

The scheme has since been extended to the other international air
ports at Calcutta, Bombay and Madras. 

With the introduction of this new levy, regular visitors who have 
to visit the aerodrome in the course of their normal duties are being 
issued non-transferable season passes on payment of the prescribed 
fee. 

[Ministry of Tourism,. CJnd Civil Aviation OM. No. 4-CA (5) /66 dllted 
the 18th .J.uLy, 1968]. 

Recommendation (Serial No. 41) 

Th~ Committee note that the Government are aliv.e to the present 
conditions prevailing in thtj different ilftternational {JtTports in !ndia, 
and have proposals to make improvements in the Fourth five Yeq,r 
Plan period. This should be implemented expeditiously. (ParlJ, No, 
179) . 

REPLY OF GOV!JIlNMENT 

Morts made by Govemmentto improve and .augment the existing 
facilities at international'ait;POrtsare briefly indicated below:-

ifll;proVements .to existi~g:taciii~ies at the mternational airports. 

~- -",- . 

1. A new international terminal building has 1Jeen·m;dercons. 
truatiOn at Dum Dum Airport and is expected. to be com· 

. miSsioned during' the Ist qWir.ter ·of'1988. It is alBa propo-' 
sed to construct anew technical block' and . control· tower 
at this airport. 

. :!'; Onthe basis of.the recommend~tions.ofan ad hoc,com~ttee' 
. , ~n~~~P,s" f9~ aqdi~~' &p«. ajt~!'ati~ ,to' the,. e?iisti~g 

.bu~ldin8s. at a .coSt of Rs. Sfi23 lakhs . .ai Palam, Santa. Cruz 
. and Madras airports, have so far been given. 
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3. A high-powered committee under the Chairmanship of Shri 
J .R.D. Tata, Chairman, Air-India, has been appointed to 
ativiBe Government on the action required to be taken in' 
order to provide the international airports with buildings, 
equipment facilities and organisation etc. required, to cater 
to the needs of the air tramc, bearing in mind the special 
requirements which will arise from the forthcoming intro
duction of very large sub-sonic and super-sonic aircraft: 
and to ensure that the facilities provided will be capable 
of expansion later on in keeping with a continuous growth 
of air traffic. The report of the Committee is expected by 
the end of 1968. 

[MintstTli of Tourism and Civil Avia.tion O.M. No. 4-CA (5) /66 dated. 
the 18th July, 1968]. 

Recommendation (Serial No. 42) 

The Committee consider that the decision of the Government to· 
renew the contract of caterers at the InternationaZ airports without 
calling for fresh tenders W(J8 not sound. While reviewing the con-
trocts each time it should be seen whether it would be desirable to 
call for fresh tenders. In view of the complaints that have been re-
ceived regarding deterioration of service by the existing contractors~ 
8uch a course might ensure a better service. The possibility of entrus-
ting the contracts to hotels in the public sector may also be explored .. 
(Para No. 182). 

REPLY 0 .. GOVBRNMENT 

Fully agreeing with the recommendations of the Committee, fresh 
tenders were invited for the award of catering contracts at the four 
international airports-Santa Cruz, Dum Dum, Palam, Madras. The.. 
tender inquiry was teltricted to 4 8r 5 Star Hotels and Restaurants 
on the approved list of the Department of Tourism and to existing' 
catering contractors at the airports concerned, in order to eliminate 
speculative alkiUJU'811able partfes. The tenders received were scruti
nised by a high powered internal committee consisting among others 
a representative of the Wriistry of Finance. Fresh tenders have been 
a,warded to the highest bidders, who otherwise had no history of be
~ng bad paymasters. Adequate safeguards have been made in the 
agreement to provide for. Department's superiutemlence over quality 
of food and service. Tariff is also to be fixed by the Direc~or General 
(If Civil Aviation. 
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Ashoka Hotel, the only 5 Star Public Sector hotel did Aot respond 
to the tender inquiry. -

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Recommendation (Serial No. 44) 

It is wen known that excessive inventory results in blocking of 
funds. In an industry where technical improvements are speedy it 
also results in obsoleseence Of the e:&isting items. Air-India should 
reduce its holding of slow moving items. (Para No. 190). 

REPLY OF GOVERNMENT 

Every effort is being made to reduce the inventory as far as possi
ble. The provisioning policy has since been revised as follows:-

'A' Category items 

Previous PolicY-9 months stock and order. 

Revised Policy-9 months stock and order. 

'B' Category items 
Previous Policy-I5 months stock and order. 

Revised Policy-9 months stock and order. 

'C' Category items 

Previous Policy-IS months stock and order. 

Revised Policy-I5 mQllths stock and order. 

Arrangements are also being made to introduce Electronic Data 
Processing whereby it will be possible to reduce processing time from 
3 months to approximately 1 to 1 i months. A review of non an'd 
!!low moving items so as to decide about their retention/recoupment 
has also been undertaken. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Recommendation (Serial No. 46) 

-While the profitability figuru oj Air-India during the years 1962-
63 and 1963-64 could be con.ridered as !atigfactory, the performanc~ 
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.ring t.he ~at 1~ has not' bJJt .pIiee . wiih tMt of; the .prewMU 
two lIea",. Air-India should endeavour to Bee thcit ttaeM in ita' 
operating expenses is leBs than the rise in operating "evenuu. "(Pa,.. 
No. 198r 

Recommendation (Serial No. 47) 

Despite the operating and net profits in absolute terms being satis-
facto-ry du.ring the last three year,. the fi:nancial results in 1964065 
have been disquieting. A close watch should be kept 0fI: this trend and 
efforts made to better the performance. (Para No. 203). 

REPLY OF GoVERNMENT 

The Corporation has noted the observations of the Committee and 
every effort will be made to keep down the operating expenses as 
low as possible. 

[1Ifillistr1J of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Recommendation (Serial No. 48) 

The Committee regret to note that the percentage of overttm~. 
payments to solaries inc1'eased from 3' 43 per cent in 1961~ to 6' 03 
per rent ill 1964-65. With adequdte· s1iperoiBion it shOtild be· po~lI'ible 
to reduce such payments. Towards this end sanction of overtime 
payment should be given by officers who are themselves not entitl-
ed to it. (Para Nos. 208-209). 

RBPLy OF GOVERNMENT 

T~ Corporation is aware of the fact that there has been an in
crease in the overtime due to a combination of circ\UJlStances. It 
has be~)i explaii1ed that overtime is 8lfproVed only by ofticers who are 
th~mscl\'es not entitled'to it, arid that every effort is being made. 
to bring down the expenditure on overtime. 

[Minist'1: oj TOUrism and Civil Aviation OM. No. 4-CA (5) /66 datf!d· 
the 1St" July. 1968]. 

Recommendation (Serial No. SO) 

The ,'epaymetlt of loons raised by Air-India in U~A. for financing 
the Boeing pt'ojtltt. ~a.t ~Tanteed ~g' the ~. of Twa .. 
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Smce t.his guarantee wGS there, tt is not cleaT why there should have 
been a stipuJ4&tnin the Agrenaettt of 196'1 th4tany retum em Gov. 
emmeTtt 1nvestment was to be ~id only if there were adequatf! pro-
fits. By agreeing to such a coii:cli«on,' the Government bound it.self 
to ,e3..'tend ,the ~ qJ m01"atorium irr~ctive of .Air-I~ia'8 ,need, 
which should have beenaooided.(Pcira No.~). . 

REPLY OF GOVERNMENT 

From the point of view of the American Banks, the Government 
guarantee for ensuring repayment of the Principal amount together 
with interest was necessary in two respects:-

(i) firstly that adequate foreign exchange is furnished to the 
Corporation for making the repayment instalments toge
ther with interest on the due dates, 

(ii) in the unlikely event of a default, which is not corrected 
within 30 days, there should be adequate foreign exchange 
available to repay the entire loan balance outstanding to
gether with interest due till that date. 

This is a normal stipulation insisted by the banks for regulating 
and ensuring the financial stability of the borro~r till the loans arc 
repaid. The stipulation made by the Banks did not prohibit return 
on capital by way of interest and dividend; it only stipulated that 
these repayments should be out of net retained earnings. From 1962-
63, the Corporation has been paying dividend at 5 per cent despite 
the then existing moratorium; the Corporation has also been payint: 
interest on 'Loan Capital' at 4! per cent since 1963-64. 

[Mi!1ist1'Y of Tourism and Ctvi~ Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 19681. 

Recommendation (Serial No. 52) 

Air-India is operating in an intensely competitive indust1'Y. In-
dividual airlines have no control over the faTe stroctu1'e as it is deter
mined by the International Air Transport Association. A furthe-r 
disadvantage in the case of Air-hdia is that there are, restrictions un 
foreign travel by Indians. It is against these odds that the operation 
oj AiT-India has to be viewed. Judged frPm the fi:lUI:ncwl results and 
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the con,ciouI efforts made to bettu it, .t4nd4Tds, the peTformance 
tJ/ Air-Iftdia fteedl to be CGmme1Uled. (Para No. 227). 

REPLY OJ' Govr.Rm..IENT 

The Corporation will continue to make efforts to further improve 
ita standards and the level of performance. 

[JfilltItTJI of TouriBm and Civil Aviation O.M. No. 4-CA (5) /68 cla'_ 
18th lu'lJl, 1968]. 



CHAPTER n 
:RECOMMENDATIONS WHICH THE COMMITrEE 00 NOT DE

SIRE TO PURSUE IN VIEW OF GOVERNMENTS REPLY 
i . . 

Recommendation (Serial No.2) 

The Committee feel that in view Of the intense competition ex-
'perienced on the London/New York Sector, a major break-through 
could be possible if Air-India developed the Trans-Atlantic route' 
from London or another point in Europe to a point on the Canadian 
Coast or the South Atlantic. The Committee suggest that the traffic 
.potential and the economics of operation on such new routes should 
be studied and new services planned accordingly on this sector. Pam 
No. 19). 

REPLY C'F GOVERNMENT 

The Corporation has taken clue note of the Committee's views re
garding the development of the Trans-Atlantic route from points 
other than London to points either on the Canadian Coast or the 
South Atlantic. Service from a fresh point in Europe can be econo
mical only if the frequency is at least one service per day as several 
ether National Carriers are operating three to four services a day. 
Unless, therefore, the services across the Atlantic can be stepped uP • 
.at least to twice a day, it will be better to concentrate on the London
New York route. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 d(Jted 
18th July, 1968]. 

Recommendation (Serial No.3) 

The Corporation is maki1).g efforts to improve the economics Of the 
India-U.K. via Moscow route'oy securing traffic rights on Moscow! 
London sector and by inclusion of Teheran as an intermediate point. 
-The Committee hope that these efforts will be successful and this 
~ectOT will regain the lost ground. (Para No. 25). 

REPLy OF GoVERNMENT 

Noted. 

;[MinistTY of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

17 
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ReeommendatioD (Serial No.5) 

If the lack oj progress maae07l the India/Au.stralia route durUlg 
.he lGBt ten years is taken into con.aideratiQn~ the CQT.POT.att()~·s ~ 
'to cfitt,elop' C4paci~y more than tOU1' times by .19'lO-71 "wears· to be an 
.m~Ou. cni.e. 'Nevertheless,the Committee wish that with the in-
troduction of ad.itional~es on this route, the Corpo1'ation 
tum 1tDt only be able to r~BtOTe itB,sharein. the T~,Pool1Vhich 
Ita, con.m'tently 4iminished since '1960-61 but also improve upon ,~ 
level reached in tMt year. (Para No. 35). 

RUL Y OF GOVERNMENT 

The second frequency to Alistralia was introdtlCed in Decemberr 

1966 and the Corporation, iskeepiDg tlnder' eonstant ireview the eco
nomics of operations of these services. 

{Millistrtl of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated. 
18th July, 1968]. 

RecomplendatioD (Serial No.9) 

1l0nolt+Iu is an important tnltficpomt on the Pacific route. The' 
Committee IMI ,that while ncgQtiating for extension of service 110m 
Japan aCTON .thePllcUlc, steps should have been taken to secure tra1fic: 
rlg1&ts iu Honolulu. This may now be- done. (Para No. 45). 

Re~ommelldation (Seri .. 1 No. 10) 

Thert' s a con.sideTable traffic potential on the Pomfic route. Sinc~ 
Air India has established itself on the India-JapanaeetO'f,an ezten
.ion across the Pacific should attTact adequate tra.fJi.c on the new 
route ttl make it remunerative, With·" the commencement of this
Bcroice A.ir-India like several other major cameTs, will have the dis-
tinction oj operating a 1'OU.ncl-the-tDOTlcl aeroice. In the ezpansion 
proposals of the Corporation.. the question of starting services on this 
route should, therefore, receive priority. (Para No. 46). 

REPLY OF GovERNMENT 

The Corporation has engaged the services of an expert ,a,gt!ncy to-
conduct a survey of traffic potential on transpacific route and 011 the 
basis of this study, the matter will be punued further. 

(Mi"'liatTy of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 da1:ed 
llthJWV, 1918]. 

Recommendation (Serial No.1') 

Expt"eSaed as (l percentage over the previous years, the growth ot 
C4rgo traffic in 19Q-63 cmd 1963-64 appears to be Bafis/actor!/. 1ft. 
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19fi4...65, hQWe.~erth.e :{Jrowth ht1s·'.b~,m16· 4 per cent as ;ag'"~t tlte 
gr-otvth of 21 '.6 per cent in theinte1"n4tiQnal ca.ruo try1fic in J9&LT~ 
COl'7nnitfee would su!iUl:st thattheca.tLBes for decline in.c~go tr.FiJ1iC 
in 1964-65 in percentage terms should be investigated to ensure that 
this h4S not ·been_ to lack of ·etforts On the 1'41't of ~he sales stt1.fJ 
or for any other reason. (Para No. 99). 

REPLY OF GOVERNMENT 

The Corporation bas explained that the growth of cargo traffic on 
Air India. during 1964-65 was lower, as compared to the growth in the. 
indUstry. due to a reducetion in its capacity as under:-

(a) Frequency on the India/Japan route was reduced from 3 
to 2 per week, from .December 1964 till October, 1965, 
which reduced capacity by 10' 8 per cent. 

(b) The eighth weekly frequency on the India/UK route was 
discontinued from December 1964 till October, 19M. 

The above frequencies were restored only from October 1965 and 
hence there has been no improvement in the corresponding figure for 
1965-,66. However constant attention is given to the development of 
cargo traffic and with the restoration of normalcy the position should 
improve. The actual increase during 1966-67 was to the extent of 
22' 4 per cent over 1965-66. 

[Mmistry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated. 
13th July, 1968]. 

Recommendation (Serial No. 20) 

The Committee were informed that on some of the route;; and 
dw'm.g season there was shortage of cargo apace in Air India's air-
(Taft. It i8. obvious that 1;h~ iftability to accept cargo in such cases 
reduces the revenue earnings of Air India to&Ome eztent. The posi-
tion can be improved if in the existing aircraft or in the aircraft to 
be purchased in future there is provision for cOfl.'verBion oJ passenger 
ctJpacitYinto cargo capacity. The techttical jea.ri&iUty of 8'Uch~on
version can be examined. (Para No. 100). 

REPLy OF Go\'ER.NM&NT 

There is no provision in the existiDgaircraft fo,r conversion of th~ 
u.nused passeager capacltyinto cargo capacity. Air India wUleM
mine the ,feasibility of conversion of . these ~ to. al~argo ver
sion keeping in view the progress of SST aircraft. 



20 

However, the ninth Boeing aircraft received in February, 1967 i. 
.. 70'1-337 C convertible Boeing aircraft, with built-in capability for 
conversion to any nonnal passenger configuration or combination 
cargo-cum-pax interior or full cargo interior. 

[Minilt-ry of Tourilm and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

Recom.maadation (Serial No. %1) 

The rt'll3om for the decline in mail traffic should be· examined and 
in cO'nI'UZtation with the Posts and Telegraph. Department, ways and 
fneam devised to step up the mail uplift from India. as abo f,0111. 
loreign countries by Air-India's aircraft. (Para No. 103). 

REPLY OF GoVERNMENT 

Over the years, Air-India's average monthly mail revenue 111-
'Creased steadily to Rs. 17.17 lakhs in 1961-62, rose to Rs. 21.25 lakhs 
in 1962-63, and dropped to Rs. 20.32 lakhs in 1964-65. This drop may 
tie attributed to:-

(a) increased awareness among postal Administrations that 
their expenditure on mail transportation could also be uti
lised to augment the revenue of the national airline. 

(b) increased ten~ncy among Foreign Postal Administrations 
(e.g. Swiss, Japanese, French) to demand a reciprocal 

benefit for the national airline, in proportion to the mail 
allocated by them to Air-India. 

(c, increase in foreign airlines' operations through India. 

(d) the comparatively low mail traffic-potential ex-India. 

(e) the tendency among certain Foreign Postal Administra-
tions (e.g. USSR) to unofficially demand sub-UPU mail. 
rates and secure them from other airlines. 

As regards the Committee's recommendation, the Corporation has 
~dy established a closer contact with the DGP&T's office. As a 
result of this, and a more intensive promotional effort, Air-India's 
average monthly mail revenue increased in 1966-67 to Rs. 33,89 lakhs, 
and in 1967-68 (11 months) to Rs. 41-87 lakhs. 

Further, several recommendations have been accepted and incor
porated by the DGP&T's office in the Indian Mail,J>espateh Illstruc
tions. It is anticlpated that by such means, and greater promotional 



21 

,effort in the field, it will be possible to achieve a progressive annual 
increase in the Corporation's mail revenue. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

Recommendation (Serial No. 23) 

It was desiralble that the Piston Engine OverhauL Shop should 
hatle been taken over by the Indian Air Force soon after the sale oj 
those aircraft. No progress seems to have been made in this regard 
during the last three and a half years. It appears that the Indicn A:r 
Force may not take over air frame overhaul and maintenance of thi6 
air-craft for several years more. Since a long time has already elaps-
ed, .the Committee feel that the question of training of Indian Air 
Force personnel for the Overhaul shop should be attended to expe-
ditiously and the transfer of workshop from Air-India arranged within 
a stipulated periJod. (Para No. 14) 

REPLY OF GoVERNMENT 

In view of the complex and specialised nature of the maintenance 
and overhaul task of these aircraft, a five ~ar period for taking ov~r 
of the facilities was anticipated at the early stages. This arrange
ment enabled Air-India to absorb about 500 staff rendered surplus 
due to the sale of Super Constellation aircraft to the Indian Air 
Force. Subsequently due to their own problems, Air-India requesteti 
the I.A.1<'. to take over the facilities in a phased manner. 

But due to N ationa! emergencies arising out of Chinese and Pak
istani aggressions, the Indian Air Force was unable to undertake this 
complex task. Since the cost of maintenance of these aircraft by 
setting up facilities by the Indian Air Force them~lves was expect
ed to be almost two to three times more expensive than the charges 
of Air-India, the Indian Air Force requested the Corporation to con
tinue with the maintenan~ of these aircraft for the next five years 
or so by which time it was expected that these aircraft would be
come obsolete and out of service. In this view the Corporation have 
agreed to continue the maintenance of Super' Constellation aircraft 
and overhaul of piston engines for a few more years. This tloes not 
"handicap the Corporation in its normal functions in any way. Inci
dentally, it helps to provide employment experienae to a large num
ber of their technical personnel. 

.In the circ~tances the present arrangement of Air-India, conti
nwng the mamtenance of Super Constellation aircraft and the Piston 

.Engine Overhaul facility appears to be most economical and satisfac-
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tory trom a ted)nical point of view and is in the best National inter
est. 

lMiniat1'JI oj Touri8m and Civil Aviatw-n O.M. No. 4-CA (5) /66 dated 
18th July, 1968]. 

~ommendatiOD (Serial No. 24) 

.Fuel co'l1.lumption forrrt.B the larg~t Bingle item of operational cost. 
To elect economy in expenditure under this head. it is . Mce88riry 
-to keep. CJ constant watch and inuu«gate the -re(1.'1OnB jo-r increa;e in 
the rate of fuel consu.mption and to take the required,teps to bring 
It down. (Para No. 116). 

REPLY OF GOVERN~NT 

The performance of Air India compares favourably with the in-
dustry average. 

--------

Airlina 

Air India 

TWA 
DIH 

AF 
~~rA 

QFA-JTD-3 

Industry aVerage 

--- ---------.-----
Comparative fuel flow figures of 
4.i8'c;rentAirlines Ctverage) (88 % 
'han value) 

1963 

+ I % over chan value 

+~% +2.% -do-

+2% +3% -do-

+Ii% +1% -do-

Chart +1% -do-

Same as 'hart value 

+1-5% +1·3% oVer chart. 

Unfortunately. due to there belng only a few operators using 437 type 
of aircraft, Air-lRdla are unable to get full data -pertaining to,:tU.e1 
cop~ption figures but looking at . the ~nfo~~ion avajIa,ble, _ ~e 
trend is on the plus side. 

As pointed out by the Conunittee, the Corporation has been keep
iDe a c:onstant watch on this item at expenditure. In faet an expert on 
the subject had undertaken fuelCOOS1.lmptionstudyof Air 'India's 
... in IBM and bad·cOtnmented favourably on the consu:m.Ption of 
1Pel. It has made certain recommendations for effectlDg:further 



economy in the consumption of fuel which are oeiilg' impellnented 
by Air India. 

[MiriistTlI of Tourisom arid CiVil AViation O.M. No. 4-CA (5) /fJ6' 
dated 18th July, 1968). 

Recommendation (Serial No. 25) 

Due to low stamina of Indian labour, climate of Bombay and inade
quate mechanisation the output of labOOT in Alf-IHdia's workshOJ! is 
nOt as high as that of other Boeing Operating Airlines. Ef!t>rts should 
be made to increase the performance of labour in the' Air-Irtdia't 
workshop. (Para No. 118). 

REPLy OF GOVERNMENT 

The Management is taking all possible steps to improve the per
formance. 

[Ministry of Tourism and Civil Aviation O.M. No. 4-CA (5) /66 
dated '18th July, 1968]. 

Recommendation (Serial No; 31) 

Air-India employs 600 'cleaners' and 'chowkidars' a number al-
most unknown in other fO'l"eign llirlift.es. This Teprese'n.t8 nearly CIne 

tenth of the total staff 8tretl.gth. There is scope Jor reductiC1n. (Para ~ 
No. 142). 

REPLY OF GOVERNMENT 

The circumstances in which it has become necessary to employ a 
~omparatively large number of employees in the lowest cate~Ot'y 
have already been' explained. to the Committee. They are 'empfbyed 
on a variety of' jobs: - ' 

(1) cleaning of aircrait"and components, material handling etC. 

(ii) handling of baggage 'and cargo at airports; 

(iii) cleaning of cabins and cabin'servicing; 

(iv) washing and cleaning of catering service materials, cut
lery, crockery; 

(v) employment as vendors, helpers etc. in the canteen; 

(vi) working as Chowkidars, watchmen in the Corporation's 
establisbmeftt; 

(vii) Peons attached. to the various oftices. 

It will ~ appr~ated. that.i sizeable reduction is possible only 
if some of the functions are mechanised. Mechanisation has to be 
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preferred where it would increase the efJiciency and/or reduce coats~ 
In India, salaries and wages are still lower than in western countries, 
where the high level of wages and shortage of manpower make it 
absolutely necessary to introduce mechanisation to save manual 
labour. There ia also the problem of foreign exchange and in areas 
in which Air India would like mechanisation to be introduced, it 
would be necessary to Import machines or equipment. 

However, the Corporation has assured the Government that the 
need for bringing down the number hi the lowest category would 
be constantly kept in view. 

[MiniBtry of Tourism" Civil Amation O.M. No. 4-CA (5) /66 dated 
the 18th July. 1968]. 

Recommendation (Serial No. 34) 

The Committee TealiBe that the reduction in expenditure on pHb-
Hc.ty should not be detrimemal to the growth of traffic Tevenue. But 
the Committee are anxious that theTe is no waste of saZes promotion 
eDom. The method of fb:in~ 6 per cent of reveitue on a flat. basi~ 
as the level of expenditure on publicity needs to be improved. 
Budget estimates in this regard must be related to the probable 
growth oj tral/ic revenue and should compare favourably 'U'ith the e.r
J'f,lditure iftCUrred by foreign airlines. It should also be ensured that 
the expenditure incurred in each region has resulted in proportionate· 
yields. (Para No. 156). 

REPLY OF GOVERNMENT 

The Management of the Corporation has stated that while prepar-. 
ina tbebudget estimates at the beginning of the year, the intended 
expenditure on publicity and sales promotion is co-related. with the 
anticipated growth in traffic revenue. However the limit cannot be 
rigidly applied in making allocation from the budget to individual 
stations as the follOWing factors have to be taken into consi\ieration: 

(i) Traffic potential of the area. 

W) Economic and political conditions in the area. 
(iii) Frequency of operations and operation of new services or 

additional services to the area. 

(iv) Competition b'om other airlines. 

(v) Availability of different publicity material. 

The increase in a region's revenue resulting from its publicity 
campaign may not always immediately be evident. It is, therefore. 
not possible to ensure that the expenditure is proportionate to the. 
yield althougb this aspect is constantly kept under review. 
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A comparison with larger airlines like Pan Am etc. may not be 
appropriate as these airlines have considerable historical advantage 
in the travel trade. In fact it is to compete with them that smaller 
airlines have to make greater e1Torts and thus spend more in the field 
of pUblicity. Whfle Gov,ernment generally agree with the Manage
ment's contention, they would like CorporatLm also to look into this 
matter. 
[Ministry of Tourism & Civil Aviation O.M. No. 4-CA (5) /66 dated 

the 18th July, 1968]. 
RecommtmdatioD (Serial No. 43) 

A stock of consumable spares and stores to the extent of 40 
months' comumption is on the high side. A lead time of 18 '1nont/zs 
in the case of imported items should suffice. (Para No. 187). 

REPLY OF GOVERNMENT 

The Corporation has explained that its inventory during 1963-6~ 
as mentioned in the report was Rs. 520' 35 lakhs. Against this dur
ing the year, the total consumption of spare parts was Rs. 99.93 lakhs. 
During examination by the Committee on Public Undertakings, they 
were apprised that approximately 75 per cent of the inventory Wa.5 

made up of rotational, repairable and insurance items which are 
more or less of capital nature and have no bearing whatsoever on 
the consumption of the spare parts. Once these items are bought, 
they are available with Air-India till the entire period of the aircraft 
life and are very rarely consumed. 

Based on the above, the total amount of consumable spares avail
able and the number of months for which they are available are 
as follows: 

I. Total inventory during 1963/64 
2. Rotational, repairable, In~uJ!(mce 

items constituting 75% of the inventory 
3. Deducting NO.2 from 1 to arrive at normal 

cOll.<rumable spaTes 
4. Consumption of spares during 1963/64 
S. Consumption per month based on (4) above 

worb out at approx : -
6. Total stock holding of (onsumable spares, 

in terms of months.' • -

Rs. 130- 09 lakhs 

Rs. 8 .. 33 lakhs 

Rs. in lakhs 
520·35 

15·60 

months 
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As will be seen from the above, the total amount of c.onsumable 
'.par~ available' represent i5.6 months requi,rements ;,IS ~. ~ 
mOnths mentioned in para 187 and this is well' within. the 18 mopths' 
reqlurements mentioned by the Committee. On checking up the 
figUre or 40 months quoted in para 187 of the R~rt, it was found 
that more or less it represented the stock holding of rotational items 
in terms of consumption and not of the consumllble items. 

[Ministry of Tourism & Civil Aviation O.M. No. +-CA (5)/66 dated 
the 18th July, 1968]. 

Reeommendati'un(Serial' No. 0&5) 

The profits of Air-India as also the pe-rcentage of net profit toth~ 
capital invested by Government during 1958-59 to 196'1'-62 WeTe e~'t. 
tremeLy low. This was so deipite the fact that it did not paTI at 
that timE.' any interest on the loan capital subscribed by the GOl'ern
lIlent of India. The financial results of. t1ir-Indict tm 1961-62 wert, 
:therefore, unsatisfactory. (Para No. 192). 

REPLY OF GOVDNMEN'r 

Though the interest on 'Loan' capital waived. by Government 
amounted to Rs. 136.57 lakhs dUring the 4-yearperi<ld under review .. , 
the Corporation had to pay interest and commitment fees on. dollar 
loans amounting to Rs. 108.75 lakhs during the same period. The net 
profit assessed each year is after payment of!nterest and. commit· 
ment fees on the dollar loans, as indicated below:-

---_._-----_ .. _._--------------------
Year 

1958-59 

19.59-50 

11}60-61 

196Hl2 

I nt8Fe~t waived 
by GOVt. on loao 
Capital. 

3~·15 

38. 6.~ 

45'82 

, . 

10tCR8t IIIld 
Commitment fees paid 

on DoUar Loans. 
---_. -------

.. 

~oS· 75 '" 

The period under review was marked by variO..l.S unpredictable 
factors such as a general recession m air tralisport industry. partie»
larly in the United States and Europe in 1918-59, severe restrictions 
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on air travel from India, entry of several airlines into the field, adcU
tiona! capacity offered by competing airlines by the introduction of 
more upto-date equipment etc. Inspite of these formidable factors, 
Air-India managed to keep its head above water. In this Air-India 
were considerably assisted by the introduction of Boeing 707 jet air
craft and by commercial pooling arrangeml'nts which they made with 
various international airlines on common routes. 

[Ministry of Tourism & Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Recommendation (Serial No. 49) 

The reasons for large outstanding dues shcrnld be enquired into 
and steps taken to ensure prompt payments by the parties concern-
ed. As regards payments by .Government Departments and Public 
Undertakings, the Committee suggest that, to have a deterrent effect 
on "a-voidable delays, :the feasibility of charging interest on dela.yed 
payments might 'be examined. (Para No. 217). 

REPLY OF GOVERNMENT 

The observations of the Committee fall into two parts: 

(a) Recovery of outstandings from parties other than Gov
ernment Departments, and 

(b) Recoveries from Government Departments and Public 
Undertakings. 

'In regard to (a) above, there is constant follow up action and by 
and large, most of the outstandings are collected within a reasonable 
time. _ 

As regards dues from' Government Departments the feasibility ef 
chru-ging interest on delayed payments by Government Departments 
and Public Undertakings had h<:!"en examined but was not considered 
feasible. Suitable instructions have however been issued to all De
partments/Ministries of the Government of India and State Govenl
ments to 'ensure prompt settlement of the Corporations' dues. 

[Ministry of Tourism & Civil Aviation O,M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

Reeommendation (Serial No. 51) 

Another point which the Committee would like to be considered 
is that the interest holiday given to Air-India since 1953 placed i~ 0,. 
1185 (aU) LS-3. 
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a separate tooting than other undertakings. It did not have to pc:ItI 
anll interest on the capital invested 'by G011ern'ment till 1958. 1JieTe. 
after, when it was decided to treat half the total invested capital as 
loan capital, Air-India enjoyed interest holiday on the loan capital 
as well. Thus to the extent to which it did not pay' interest to 001)-
ernment till 1962-63, its annual accounts did not give CI. true pictuTe 
of it. financial results. In this connection it iB relevant to point out 
th4t molt Of the Undertaking. have to pass througlt. 4 gestation pe-
riod and the cOle of Air-India was not differen,t frMn tl~ of othen. 
If the financial position of Air-India was not sound~ it would prob
ably have been cteBir4ble for Government to meet the deficit by 
grcmting further loans, or if necessary, by a subsidy on year to year 
baN. (Para No. 224). 

REPLY OF GOVERNMENT 

For the first 5 years from 1-8-53 to 31-7-58 thet~ was no 50:58 
division between Equity and Loan Capital (which was ddn'e frdnl 
1-8-1958). Payment of interest in the first 5 years on the capital 
would have resulted In operating losses which would have from the 
Inception affected staff morale and consequently operating eJlleiency. 
Add-ltional loans given to the Corporation for meeting the deficits 
would have only accentuated the position by adding further to the 
burden of interest payment, nor could a subsidy or grant-in-aid have 
Molved the position in an entirely satisfactory mannet'. 

However, despite the moratorium, the Corporation commenced 
paYing dividend/interest on Equity and Loan Capital lespectiVely 
as Soon as it was in a position to do so frOM its not retained eamiD .. 

The necessity to extend the moratorium arose 8S a result of ttle' 
Corporation having been asked by Govemment to Degotiate outside 
borrowings for its Boeing Projects. 

{Minist'1l 0/ Tourism & Civil Aviation O.M. No. 4-CA (5) /66 cfclted 
the 18th JuJU, 1968]. 



CHAPTE&IU 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES 01 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (Serial No.4) 

O~ ,of the Teasons fOT the drop in load 'facto1's on IndiajUssa 
~of' is Itated to be the fact that the 'Russian planes carrie(i ~r~ 
tJ:QijJic as compared to Air-India's inspite,of the pool agreement b.e1;i. 
weeR. the two airlines. The revenue is, however, shared 0'11. ~: ~p 

b.asis. The present arrangement is not in the be.llt interests '.of ,th~ 
Corporation. In order to sustain and increase traffic on this roote 
47,ld to maintain goodwill and reputation, the Corporation should b, 
ctble to carry traffic in 'proportion to the revenue shared between ,~he 
two airlines. The Committee suggest that necessary steps may b~ 
taken in this regard. (Para No. 26). 

REPLY OF GOVERNMENT 

Government are ill entire agreement with the comments made by 
the Committee that in order to sustain the increased traffic on the 
lndia/USSR route and maintain goodwill and reputation, the Corpo
l14ion should be able to carry traffic in proportion to the revenue 
shared between the two airlines. The Corporation had entered into 
a pool agreement with Aero Flot. This was, however, discontinued in 
1965. A delegation visited Moscow in March, 1968, and it has been 
possible for the delegation to arrive at an agreement that the expert 
tndIlc carried between India and USSR should be shared half and 
half between Aero Flot and Air India. It was further agreed that the 
pool should be revived with effect from 1st April, 1968 and the reve
JWe earned in the pool shat~d 50: 50 between the two airlines. 'l'hts 
agreement, it is hoped, will s1.cengthen the cordial relations between 
the two countries anti make it possible for the two airlines jointly to 
4evelop traffic on this sector in healthy cCK>peration rather than in 
competition with each other. 

'[Ministry of Tourism & Civil Aviation O.M. No. 4-CA(5)j66, dated 
the 18th 1uly, 1968]. 

The eem.nittee took the evidence of the representativps of Air 
IHia from the 29th November, 1965 to lst Deeember 1965." Tliefatt 
tIuat the ...,1 agreement under Aero Flot has been diSC!ontiDued In 
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1N5 w .. not broacht to the notice of the Committee during evideDee. 
'ftae Committee at that stage were informed that Russians were 
tr~ the apement as suspended but the Air India authorities 
treatecl it sa operative and that Air India were shortly going to dis
ell .. the matter with the Russians. 

There is a certain discrepancy between the reply given by Gov
ernment DOW and the evidence tendered before the Committee. They 
would like to be satisfied that full facts as known to Air India on 
the lit December, 1965 were brought to the notice at the time the 
representatives of Air India appeared before them. They would also 
like to know as to how the revenues were shared during this period. 
If they were not shared it all goes to show that the fears of the 
Committee that it was not in the best interests of the Corporation 
to carry less traftic in proportion to the revenue earned through pool 
arnuaaemeDts come true. Thf" Committee would like to examine all 
the apeds of this question during the current examination of Air 
India. 

Recommendation (Serial No. 18) 

The Committee have considered the various views. The impor-
tant point is that lAC is often unable to offer seats to the passen-
ger, on its trunk routes, while Air-India's Bombay/Delhi, Bombay! 
Madras and Bombay/Calcutta sectors go 50 peT cent empty. Asked 
tor the reasons, lAC has stated that it is apprehensive of loss of reve-
nue, if domestic passengers are carried by Air-India. The Com-
mittee do not consider this valid reason and are surprised that such 
consideTation should have been allowed to prevail. In fact by such 
an arrangement lAC would 'benefit because it would get 50 per cent 
at the revenue from traffic handled by Ai1' India. It would also re
lieve the present shortage of accommodation on lAC's 1'outes. An-
other point raised by lAC is that it proposes to introduce additional' 
capacity on its trunk routes and the travelling public should be able 
to secure accommodation on the trunk services without any serious 
dilficult1J. If the past progress of the COTp01'ation, its current load 
jact01' and the inc1'ease in traffic are taken into consideration, the 
Committee are doubtful whether the corporation will be able to 
meet the total traffic demand. Even if this be possible, the problem 
of unutilised capacity on Air-India's domestic sectors and loss of 
potential 7'eVeftue thereby will continue. COTTespondingly lAC can 
acljut ita ,enrices on these and other routes. The Committee, there
fore. recommend that a 1'egular arrangement should be made where-
'by poumgers unable to obtain accommodation in lAC could be car· 
ried btl Air~lndi4 a.s " matter of course. They consider that the other 
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difficulties like customs check, serving of refresh.ments to domestic 
passengers, drawback on fuel, etc. can, be suitably resoll1ed in con-
suLtation with the authorities concerned. (Para No. 96). 

REPLY OF GOVERNMENT 

The question of evolving a satisfactory f'rrangement between the 
two Corporations has been referred to the Boards of the tw~ Corpo
rations. 

[Ministry of Tourism & Civil Aviation O.M. No. 4-CA (5) /66 dated 
the 18th July, 1968]. 

COMMENTS OF THE COMMITTEE 

The Committee are not satisfied with the reply of the Government. 
More than two years bave elapsed since tbe presentation of the 21st 
Report of the Committee. Due to failure to take expeditious decision 
on this question the anomaly of unused surplus capacity on Air 
India and shortage of accommodation in I.A.C. is continuin, with the 
result tbat tbe public is inconvenienced and the two Corporations 
are possibly losing revenue. The Committee would like to pursue 
this matter during their current examination of the Undertakin,. 

Recommendation (Serial No. 22) 

In view of the Committee, it is not enough if .4.ir India has cer-
tain ideas as to how it would plan if ,it got new routes. What' is de .. 
sirable is that when the Plan is prepared, the routes likely to tt>e 
opened by it, subject to anticipated conditions being prevalent, and 
their financial results should also Ibe indicated so that Parliament 
and the people know what it is likely to achieve over the Plan pe
riod. Such plans should be so framed that their fulfilment requires 
the maximum and not the minimum effort of the Management. 
(Para No. 106). 

REPLY \jF GOVERNMENT 

Future planning in Civil Aviation is contingent on a number 
of factors which make it difficult to evolve firm proposals with dates 
too much in advance. 

[Ministry of Tourism & Civil Aviation O.M. No. 4-C.4. (5) /66 dated 
the 18th July, 1968]. 

COMMENTS OF mE COMMITTEE 

The Committee are not satisfied with the reply of the Government. 
This recommendation of tbe Committee also covers various aspeets 
of future planning which the reply does not touch. If other major 
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........ ~ .. ......... foneaa. of latu.re operatie.Ds aDd espansioa ~ 
it ., ........ ., ~ Wia '.hHldbe fowr.d _.tiDg ill it 01' feeI_y 
of doin.g it. The ~ __ ittee w.wd punue tJae matter iurilw tIM 
current examination of Ail' India. 

. "!bw 'Dam; 
September 6, 1968. 

IJJuaclra -lS, 1890 (S). 

G. S. DHlLLON, 
C'hairman., 

Committee em Public U1UlertaJctr&gB. 



APPENDIX I 
(Vide para 4 of Introduction) 

Analysi. of action taken by Government on the recommendatitml contaitNd 
i,. the Twenty_first Report of the committee on Public UredertakirtBs 

(Third Lok Sabha) 

1. Total No. of recommendations made 

II. Recommendations that have been accepted. by Gov
ernment (vide recommendations at S. Nos. I, 6, 7, 
8, II, 12, 13, I., 15, 16, 17,26,27,28, 29, 30, 32, 
33, 35, 36, 37, 38, 39, 40, 41, 42, 44. 46, 47, 48, $0 
and ~. 

Number • • 

Percentage to Total • 

III. Recommendations Which the Committee do nOt 
desire to pursue in view of Govenunent's reply (vide 
recommendations at S. Nos. 2, 3, 5, 9, 10, 19, 20, 
21,23,24,25. 31, 34, 43,45.49 and 51. 

Number 

~c::entage to Total 

IV. Recommendations in rt<>pect of which replies of 
GOVernment have not been accepted. by the Com .. 
mittec (vide recommendations at S. Nos. 4> 18 
and 22). 

Number 0 • • 

percentage to Total • 

33 

17 

3 

$077% 
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