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INTRODUCTION 

[, the Chairman, Committee on PubHc Undemk1ngs haV'ing been 
.authorised by the Committee to submit the Report on their behalf, 
present this 12th Report on Action Taken by Government on the 
recommmdations contained in the 48th Report of the Committee 
on Public Undertakings (Sixth LOIk: Sabha) on International Airports 
Authority of India-Imbalances in the Utilisation of Airports and in 
the Operations of Foreign Airlines Vis-a.-1ri6 National carriers. 

2. The 48th Report Of the Committee on PubUc Undertalrings wu 
presented to Lok Sabha on 25 April, 1979. Replies of Government 
to all the recommendations were received on 6 January. 1981. The 
replies of Government were considered by the Action Taken Sub-
Committee of the Committee on Public Undertakings on 13 March, 
1981. The Report was flmilly adopted by the Committee on Public 
Undertakings on 19 March, 1981. 

3. Analysis of Act10n Taken by Govemment on recommenda-
tions contained in the 48th Report of the Committee is given at 
Appendix I. 

NEW DI:Lm; 
. April 16, 1981 
Chaiitra. 26, 190-::-:3~(S=-a.'""'k-a.:-).-

(vii) 

BANSI LAL • 
Cbllrm-. 

Committee CIl PubUc Ullder1lklD8I. 



CHAPTER I 

REPORT 

The Report of the Committee deals with the action taken by 
Government on fhe recommendations contained in the Forty-
Eighth Report (Sixth Lok Sabha) of the Committee on Public Un-
dertakings on International Airports Authority of India-Imbala.nces 
in the utilisation of Airports and in the operations of Foreign Air-
lines W-4-tns national carriers, which was presented to Lok Sabha 
on 25 April, 1979. 

2. Action Taken notes have been received from Government in 
respect of all the 23 recommendations contained in the Report. 

The recommendations have been categorised as follows:-

(i) Recom.mendations/Observations that have been accepted 
by Government. 

Serial Nos. 1, ~, 7, 8, 11-13, 15-17 and 20. 

(ii) Recomm.end4tions/Obs~ which the Committee do 
not desire to pwrsue in view Of Government's replies. 

Serial Nos. 9 and 18. 

(iii) Recommendations in respe/Ct of whiich replies Of Gov
ernment have not been accepted. by the Committee. 

Serial Nos. 2, 6, 10, 14, 19, 21-23. 

The Committee will now deal with action taken by Government 
on some of their recommendations. 

A. Imbalance Ij)n the utli.lisation Of International Airports 

Recommendation No. 1 (Paragraphs 2.62 to 2.66) 

3. The Committee had found that during the period 1969-70 te 
1977-78, the international passenger traffic increased by 277 per cent 
at Bombay, 198 per cent at Delhi and only 90 per cent at Madras. Ia 
the case of Calcutta, the traffic declined from 2.38 lakh passengers ill 
1969-70 to 1.68 lakh passengers in 1976-77 but showed a marginal 
incre3Se of 9 per cent in 19'77-78. 
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Out Of Air India's 45 weekly flights to West, 43 opera~ from 
Bombay and 2 from Delhi. Its 10 East bound flight. operate only 
from Bombay. Only a few of its transitting flights touch OlIcutta 
and Madras. 

Owing to low volume of trame, particularly international, Cal-
cutta and Madras airports had been continuously sustaining heavy 
losses of nearly Rs. 1 crore a year. On the other hand, Bombay 
and Delhi airports are dected by acute Congestion causing a~d
able hardship, harassment and ~ to the passengerS. The 
Committee e~ surprise over this serioUs imbalance in the uti-
lisation Of tntemational 8i.rports and desired to knOw why GOvern-
ment had not issued any direCtion to Air India for diversification of 
'ts tli hts I I : ';;1 , ..,. 
1 g. . ,i ... ,L. 

4. While agreeing with the Committee, Calcutta and Madras 
airports have not been fully exploited as compared to Bombay and 
Delhi where infrastructural facilities h!ld been stretched to the 
maximum, Government have, in their reply, pointed out that it is 
not uncommon in any country that one or two of its international 
airports are chosen by international airlines for operations. For 
example, in Australia 70% of the international aircrafts movements 
are at Sydney, Toronto accounts for 68% of such traffic in Canada. 
De Gaulle aIrports m Paris get 78% of the share of international 
air-traffic. British Airways operate 65.5% of its services through 
London. ", .. 

5. It has also been pointed out by Government that for historical 
reasons, Air India's base is located at Bombay and ·if Calcutta and 
Madras have to be made terminating/originating points Of Air 
India's flights, maintenance bases will have to be created at these 
stations at considerable expenses. It was in this context that Gov-
ernment had not issued any directive to Air India to diversify its 
operations. It has, however, been stated that Air India has started 
making efforts in this direction within the existing flnanci'al cons-
traints. ' ! 

6. While the ComnUttee note with some satisfaction that the Air 
India has started making efforts to diversify its operations within its 
financial constraints, they ar~ unable to appreciate the reason advanc-
ed by the government for not giving a di'-ective to the Air India in 
the matter. The diversification is needed in the interests of the 
USers and in order to obviate the heavy losses sustained by the Inter-
national Airport Authority of India in maintaining the Calcutta and 
Madras airports. It would, therefore, be not correct to take a view 
merely on the basis of the commercial interests of the Air India 
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"Which may not allow of ereation of maintenance bases at Calcutta 
and Midras. Taking a total view of t~e commercial Interests of the 
Air India lind the International Airports Authority of ,India, rovem-
mat could issue an appropriate directive in the matter of diverai-
fleation of intemational air flights from Bombay and Delhi to Calcutta 
and Madras. The IAAI should not be called upon unnecelsarily to 
augment the facUities in Bombay and Delhi airports when the faeDi-
des already available in Madras and Calcutta remain groes.ly under-
41tiUsed. 

B. Traffic Potentia.l Survey . 

. Recommendation No.2 (Paragraph %.67) 

7. The Committee had observed that it was indeed very unfor-
tunate that thOUgh Bombay and Delhi airports were bursting at the 
seams, none of the authorities-the MiniStry of Civil Aviation and 
Towiml, D.G.C.A., I.AA.I. or Air India had conducted any survey 
to find out the trafRc potential in other regions at least to ascertain 
the origin and destination of air passengers who were embarking 
and disembarking international flights at Bombay /Delhi. The 

Committee had felt that if thi's had been done, it would have clearly 
indicated the need for diversifying the flights. 

8. In their reply, Government have intimated that an origin/ 
destination survey of international passengers at Bombay and Delhi 
airports has been conducted by the International Airports Authority 
of India in May and September, 1979 respectively. The results of the 
Survey at Bombay have indicated that while 47.28% of the embark-
ing and 55.5% of disembarking passengers preferred Bombay, the 
survey at Delhi has revealed that 68% of both embarking and dis-
embarking passengers preferred Delhi. According to Government, 
the results of this survey primo. facie do not support the conclusion 
reached by the Committee. 

9. The Committee are somewhat surprised at the statement made 
by the government that the survey of international passengers at 
Bombay and Delhi airports undertaken after the presentation of the 
Committee's Report did not support the conclusion reach.,. by the 
Committee that there was a need for diverslflcation of international 
flights to Calcutta and Madras. This statement of the government 
was based on the propot1:ion of the embarking and. disembarking 
passengfers preferring various airports. However, in onfer to 
.cJ.termine the need for diversifteation of flights Ito other airports, 



it is necessary to also take into account the transit passen,prs touelt-
inc Bombay and Delhi airports which has been dealt with by the 
Committee in paral1'aph 2.68 of the 48th Report. If this is take. 
into account the need for diversification would be clearly indkated 

C. Diversification of flights 

Recommendations Nos. 6-8 (Paras 2.73 to 2.75) 

10. The Committee were convinced that foreign airlines had been 
allowed places of their choice freely to enable them to reap· 
rich dividends no matter where the country's interest lay. The 
Committee had observed that with the concentration of flights at 
Bombay and Delhi airports and consequent enormous rush, one is 
pained at the hardship suffered by the passengers women, children 
and aged persons alike. The Committee had, therefore, required 
that Air India's operations should be decentralised so as to have a 
fair measure of divenriftcation of its both East and West Bound 
flights and instructions should be issued for diversification of flights. 
of foreign airlines to Airports other than Bombay and Calcutta. 

11. With a view to achieve the objective of diversification of 
flights the Committee had also recommended that Government 
should forthWith cOIl!Sider grant of suitable incentives in the form 
of discriminatory landing and parking charges levied by the Air-
ports Authority and equalisation of fares from all the Airports tol 
from different destinations abroad. The Committee felt that there 
should be positive disincentives for undue concentration in Bombay 
and Delhi such as severe traffic and landing restrictions. 

12 In their replies to the aforesaid recommendations, Govern-
ment have stated as under:-

(a) It would not be correct to say that Government can deny 
traftlc rights to foreign airlines at Bombay and Delhi and 
compel them to operate to Calcutta. The repercussions 
would do a good deal of commercial harm to Air India. 
As a retaliatory measure, France could ask Air India to 
land at Nice instead of Paris, Italy could direct Air India 
to go to Milan instead of Rome and so on. Considering 
what Air India requires in foreign countries for com-
mercially viable operations, reciprocal benefits had to be 
given to foreign airlines and they chose Bombay or Delhi. 

(b) Air India has started making efforts in the direction of 
diversiRcatlon of its flights within the given financial 
constra1nts. However, the sizeable ~nvestment required 



in creating maintenance based at places like Calcutta and 
Madras will have to be taken into account before speed-
ing up this proce93 of diversification. While Government 
cannot compel foreign airlines to shift their operations to 
Calcutta/Madras, instructions will be issued to them urg-
ing upon them the need to Ughten the constraints on 
Bombay and Delhi and to divert some of their flights 
through Calcutta/Madras. 

(c) The lA.AI. are being advised by the Government to 
charge lower landinglparkinglhousing charges at Cal-
cutta and Madras as an incentive to diversffy operations. 
As regards equalisation of fares, at present Delhi and 
Bombay are co-rated and so are Madras and Calcutta. 
Considering the distance involved, it is not possible to 
have one sfngle fare for all destinations in India. In addi-
tion, such equalisation may affect the commercial interests 
Of Indian Airlines. 

13. The Committee do not agree with the government that they 
are helpless in the matter of compelling the foreign airlines to 
4iversify thei!' operations in India. Indirect compulsion could be 
brought about by showing positive incentives for usb~ Madras and 
Calcutta airports and certain disincentives against concentrating in 
Bombay and Delhi. It is, therefore, not enough to merely issue 
instructions to the foreign airlines urring upon them the need to 
lighten the constraints on Bombay and Delhi and to divert some of 
their ftights through Calcutta and Madru. The Committee, how-
ever, note that the Inter;mtional Airports' Authorit)'l 8I"e bebIg 
advised to charge lower landing/parkinglhousing charges at Calcutta 
and Madras as an incentive to diversify operations. The Committee 
desire that a system of disincentives against undue concentration in 
'Bombay and Delhi airports should also be devised and enforced. 

D. Bilateral Agreements 

Recommendation Nos. 10, 11 and 12 (Paras 3.93--3.95) 

14. The Committee observed that the Bilateral Air Services 
Agreements entered fnto by Government with foreien countries and 
the interline/commercial arrangements settled by Air India with 
foreign afrlines were replete with serious deficiencies and irregula-
rities. These were heavily weighted against the national interest 
granting undue concessions to the foreign airlines especially those 
belonging to countries other than Socialist countries. 
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15. In their reply the Government have stated ~t the bilateral 
agreements are arrived at Government level only after a study is 
made of the commercial feasibility based on the tratBc potential 
the total level Of frequencies that is required to cater to the need 
is arrived at and equally divided between the natiolw airlines. In 
doing so, the type of aireraft to be used, the point of call in IndS 
and other related factors are taken into account. These guidelines 
are unifonnly observed without any discrimination between 
country and country. Interline/commercial arrangements between 
Air India foreign airlines are concluded by Air India and are sub-
ject to approval Of the D.G.CA. who ensures that the arrangement!! 
are not unfavourable to Air India and then only accord approval. 

16. The Committee also pointed out that of the total interna-
tion'81 passengers carri'ed from/to India, the share of the national 
carriers was only 42.8 per cent and the remaining 57.2 per cent was 
carried by, foreign airlines. It was admitted by the Managing Direc-
tor, Air India that they should either operate the same number of 
services as the foreign airlines do or 'ask the Government to cut their 
services'. He also admitted that if the frequency ,opera.tions of 
foreign airlines were brought down to their level, their traffic share 
would go upto 50 per cent. The Committee felt that if this 'Could not be 
ensured the foreign airlines should be made to pay for whatever 
imbalance was there in the light of this report. 

17. In reply it has been stated that Government while conced- ' 
ing traftic rights to foreign airlines, pay particular attention to see 
whether Air India could utilise the rights it is bargaining for, 
though there are instances where the rights secured for Air India 
have not been utilised fully due to reasons of shortage of capacity. 
crew and other requirements that go with a commercially success-
ful operation. But this by itself does not mean that the aftluent 
fore;gn airlines who exploit their rights fully are better off ('om-
mercially. As they are mostly long haul operators transiting India 
their discharge/upli'ft in India are not very substantial as any air-
line would concentrate more on long haul passengers. The perfor-
mance Of the national carriers with its limitations on financial re-
sources, in getting 42.8% of the international traftic in India appears 
to be satitsfactory, c;:onsidering that the remaining 35 or so foreign 
airlines operating in India carry the balance. 

18. It has been further stated that once the level of frequencie:; 
has been conceded to the airlines, if Air India bad not been abl~ 
to utilise the rights due to paucity of equipment. etc., it is no fault 
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of the foreign airlines, and on that score the foreign airlines would 
not pay any compensation as they are within the rights granted to 
them under the bilateral air services agreements. However, every 
agreement, the Committee have been assured would be reviewed 
and revision/termination examined. 

19. The Committee had pointed out that the Bilateral Air Ser-
vices Agreements entered into with foreip airlines were weighted! 
against our national interest. In this context it is amazing that the 
government have derived a satisfaction that the Air India could get 
42.8 per cent of the international traffic in India as against the 35 
foreign airlines operating in India getting the balance. If some such 
comparison is made on the basis of the total world air traffic it 
would have been logically sound. The agreements with foreign 
countries and foreign airlines are based on the principle of recipro-
city and ideally the interna.tiona! traffic in India should be 'equallY 
shared between the national carriers and foreign airlines. In fact. 
this position was admitted by the Managing Director, Air India, in 
his evidence before the Committee. The Committee note the com-
mitment of the Government that every agreement would be review-
ed and revision/termination examined. They trust that the present 
bnbalance would be corrected before long. 

E. Commerciat/Pooli'ng Arrangements 

Recommendation (SI. No. 13, P .. rapaphs 3.96-3.91) 

20. The Committee pointed out that it was only in the case of 
USSR, Czechoslovakia and Poland thBt the bilateral agreement.'! 
provided for commercially pooling arrangements by airlines. In 
certain other cases also Air India had concluded commercial 
arrangements as 'incidental to operations'. Curiously enough in a 
number of cases there were no such arrangements at all, e.g. Air 
France, Alitalia, Lufthansa, etc. Thus whilst for excess carriage, 
Air India was paylng huge amounts to British Airways and to a 
number of other airlines. it had not been receiving its due compen-
sation under similar circumstances of excess carriage by Air 
France, Lufthansa, etc. Even from the traffic uplift point of view. 
it was noted that though Air India had been carrying more passen-
gers to Australia, Japan and Italy than their airlines it had been 
loosing heavily on India-Australia, India-Japan and India-Continent 
routes, which in 1977-78 alone amounted to Rs. 300 lakh •. 

21. The Government in their reply have stated that the rules and 
regulations in Czechoslovakia, Poland and Russia are understood to 



8 

have prevented free sales and restricted activities of foreign 
.carriers. At the same time, the traftlc originating in those countries 
were severely controlled and was directed to various carriers. In 
order to ensure that Air India obtains its due share of the market, 
existence of a commercial arrangement had been made a pre-condi-
tion to operating services. This is not so in the case with other 
countries where opportunities to exploit the market were fair and 
equal for Air India and the national airlines. The need therefore, 
for making commercial/pooling arrangements as pre-requisite, in 
the Bilateral Agreements of such countries is not felt by Government. 

22. Despite the Committee's observations that while for excess 
.carriage, Ai'!' India is paying huge amounts to British Airways aDd 
·to a namber of other airlines, it has not been receiving its due com-
pensation UDder simllar circumstances of excess carriage by Air 
France, Lufthansa, etc., the Committee is surprised that the Govem-
·ment do not appreciate or realise thle need for making commerdial/l 
pooling arrangements as prerequisite in the bUatera1 apeements with 
countries other than C~hoslovakia, Poland and Russia. The Com-
mittee, therefore, reiterate that this possibility should be explored 
wherever necessary on the basis of the review of agreements pro-
mised to be undertaken by Government. 

F. Need for review of Bilateral agreements 

Recommendation S1. No. 14 (Para 3.98) 

23. The Committee were convinced that the so-called reciprocal 
arrangements were nothing but a 'myth' which had now been explod-
ed. Not only did the Ministry and the D.G.C.A. not try to strike 
a good bargain during bilateral talks but permitted the foreign air-
lines to operate more services in India than what the national carriers 
were able to operate. in those countries. All this reflected very badly 
on the Ministry, D.G.C.A. and Air India. Undoubtedly. the foreign 
airlines earned rich dividends at the country's cost. The Committee 
strongly suspecte.d that this was not allowed for nothing. 

24. In their reply the Government have stated that Bilateral air 
services agreements are concluded with specific guidelines with re-
gard to frequency of operations, capacity to be provided by the airlines 
and fair and equal oppOTtu.nities for both the parties. Such agreements 
are concluded keeping in view Air India's requ.irements in their 
future plans. It is another matter such plans do not materialise 
due to difllcult aircraft position and other factors associated with 
~peratfon of services. It has also happened in some cases that Air 
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India have pulled out of certain places due to commercial/operational 
~ons, e.g., Brussels, Prague, Jakarta, etc. having once got the 
nghts. It has been stated that there is no instance in support of the 
Committee's apprehension that some of the bilateral agreements were 

,oot above board. 

25. Admittedly there is imbalance in the operations of Air India 
.in other countries vis-a-vis the fOl'eign airlines operating in India. 
Although this has been explained as due to the inability of the Air 
India to fully utilise the rights obtained for various reasons it Is 
.aecessary to see how far the agreements and modifications thereto 
lrom time to time have been realistic and sound. An objeetive and 
independent review ot the agreements! in operation is, therefore, 
aecessary before toming to any conclusion. 

-G. Enforcement of Numerical Restrictions 

Reommendations SI. No. 16, (Para 3.100-3.101) 

26. It was admitted before the Committee by the spokesman of 
"the D.G.C.A. as well as by the former D.G.C.A. that they had no 
-enforcement machinery to check that the numerical restrictions were 
.adhered to by foreign airlines or the figures supplied by them were 
correct, and that these restrictions had no effect On the diversifica-
110n of flights or removing congestion in Bombay and Delhi. 

27. The Government, in their reply, have admitted that in cases 
where an upper ceiling of number of passengers that could be carried 
per year is spedfied, beyond which the airline could not carry 
traffic to I from India, there is no machinery to check whether the 
ceilings are complied with or not. As regards cases where the 
.airline could carry beyond the ceiling su.bject to payment of com-
pensation to Air India, Government have agreed that it should be 
in the interest of Air India to watch out to see whether the foreign 
airline had exceeded the ceiling prescribed so that they could ensure 
~mpensatlon payment. Government have however, pointed out that 
statistics, etc. furnished by the foreign airlines relate normally to 
the past periods and it is only after the carriage of excess has taken 
place, the D.G.C.A. comes to know about it. 

28. Though the government have accepted the position that there 
is DO enforcement machinery to cheek whether the ceilings on the 
'D1UDber of passengers that could be carried per year by • foreign 
airline are complied with or not, there is no indication as to how 
3919-LS-2. 
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they propose to bring into exis,tence such a machinery. This should! 
be looked into by Government without delay and intimated to the-
Committee in due course. 

H. Cases of apparent Favouritism 

Recommendation SI. Nos. 19 and 21 (Para 3.106 and 3.198) 

29. The Committee observed that the officials of Air India had 
been going out of their way to help the foreign airlines and cited 
some concrete instances in this regard e.g. (i) D.G.C.A.'s approval 
to the arrangements with Singapore Ait1ines at the instance of the· 
Commercial Director of Air India, (ii) giving extra rights to Kuwait 
Airways, (iii) Gulf Air operations under interline Agreement of 
April, 1977 without a proper inter-governmental agreement etc. In 
this connection, the Committee pointed out that the Regional Director 
(Middle East) of Air India joined the Kuwait Airways after his. 
retirement in February, 1978 and that the Planning Officer of Air 
India who headed the Air India team for interline agreement of 
April, 1977 joining the Gulf Air after retirement in July, 1977. 

The Committee had desired that:-

(a) there should be an immediate probe into all the cases; 
cited by the Committee to bring the delinquent officials 
to book and to remedy the situation. 

(b) Suitable instructions should immediately be issued by 
Government regarding the officials of Public Undertakings 
taking up jobs in foreign companies or organisations after' 
retirement so that there is no COIrupt practice possible. 

30. In their reply, the Government have, inter alia, stated that 
there is no tangible evidence on record to show that Air India or-
DGCA had been helping the foreign airlines in increqging their 
business to the detriment of the interest of Air India and of the 
country at large. There are, it has been claimed, inbulit checks as 
are available in the machinery of the Government to ensure that 
no negligence or malpractices take place. It has also been stated 
that all bilateral agreements are subjected to periodic review in 
order to ascertain the benefits that accrue to the foreign airlines-
vis-a-vis the national carrier. 

31. As regards officials of Public Undertakings taking u,p jobs 
in foreIgn countries, Government have pointed out that unlike tD 
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the Government where retired Government servants cannot accept 
commercial employment without Government's permission during the 
first two years of his retirement, there are no such rules, in regard 
to persons who retire from public undertakings. In Air India persons 
who retire do not get any pension and once their terminal' benefits 
are given to them there is no control over their taking employment 
elsewhere. 

32. The Committee had called for a probe into the cases of certain 
officials of Air India whose conduct did not seem to be quito above-
boa.rd. All that the government have intimated is that there is 
no "tangible evidenele on record" to show that there had been any 
malpractice. It is hardly necessary for the Committee to point out 
that only a vigilance probe, and not a mere examination of records, 
could establish whether there was any malaflde role played by the 
officials concerned. They would, therefOll'e, reiterate that the probe, 
as suggested, should be made and such action as may be warranted 
taken thereafter. 

33. It is indeed disappointing that the government have remained 
~ntent by stating that they have no control over the retiring officials 
of Air India taking employment elsewhere in reply to the Com-
mittee's recommendation that suitable instructions should be issued 
in this regard so that there is no corrupt practice possible. In this 
connection the Committee would invite attention to the reply of the 
Ministry of Commerce to a similar recommendation made in their 
35th Report (1978-79). On the basis of that Report, the STC has 
since incorporated the following Clause in their offer of appointment 
in the case of managers: 

" 

.... 00 the contract of servi~ coming to an end, for any reason 
whatsoever, he shall not thereafter engage himself in any 
manner whatsoever in any activity prejudicial or detri-
mental to the interests of the Corporation.. Further he 
shall not, for a period of two years from the date of tbe 
contract of servilCe coming to an end, due to any reason 
whatsoever, without the prior written permission of the 
Corporation engage/associate himself either directly or 
indirectly in any business like tbat of the Corporation on 
hi~ own a~unt or as a partner or in service under another 
employer in any like busine!ls." 

34. The Committee desire that similar action should be taken in 
an the otber lJuhlic entlel'priS6. inc1udin( Ah· India. In!5trnction..'1 hi 
this regard should be issued forthwith tbrougb the Bureau of Public 
Enterprises. 
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Recommendations S. No. 20 (Para 30.107)* 

35. The Committee came across a case where Dy. DGCA (Shri 
G. R. Kathpalia) had authorised operation of cargo charters of Gulf 
countries by a private foreign company with which his brother was 
associated supressing this fact from higher authorities. The Com-
mittee felt that it wa~ not desirable to keep such an officer in any 
position where malpraCtice was possible. 

36. In their reply the Government have stated th3.t:-

"The case cited by the Committee was investigated by a Joint 
Secretary of this Ministry and it was found that the case 
was processed at a very fast pace. It was the opinion of 
the Joint Secretary who inquired into the case that Shrl 
Kathpalia, knowing fully well that his brother was in-
volved in this case, should have as a responsible senior 
officer of the Government, brought the facts of the case 
to the notice of his superior officers and sought their 
a;,Jproval before clearing the case. The procedure to be 
adopted in such cases has since been streamlined in order 
to ensure that no malpractice would be possible and neces-
sary instructions have been issued vide this Ministry's 
letter No. AV. 14014/22/75-A, dated 16-9-1975." 

37. The reply of the government is nothing but largely a restate-
ment of the position taken note of by the Committee in their 48th 
Report. The reply is sUent about the observation of the Committee 
that ''it is not desirable to keep such an officer in any position where 
malpracti~ is possible". The Committee, however, trust that the 
government have taken note of this observation. 

--~-... --- .. --.----- ... ---. ---_._----_._-_ ..... _. ~.~.--- ... -----

• At the time of factual verification the Ministry stated that a 
further communication would follow. 
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I. Setting up of a High Powered Standing Council 

Recommendation SI. No. 22 & Z3 (paras 3.109 and 3.110) 

38.. Hhe Committee concluded that there was no clear cut policy 
of Government and detailed guidelines to govern inter-governmental 
bilateral agreements and interline commercial/pooling arrangements. 
Whatever imbalance was there had been accentuated further trom 
time to time. Neither the commercial interest of Air India nor the 
interest of I.A.A.I. nor the interest of users had been served. There 
was no coordinated examination and periodic review of agreements. 
No competent machin£.~ was there to watch the actual operations 
with reference to the T astriction imposed on foreign airlines. All 
these loopholes could .lot be atributed to mere mismanagement but 
had deeper causes underlying which had to be rooted out. This 
was an area which had never drawn any serious attention of the top 
authorities in the country as well as of Parliament. 

39. The Committee was, therefore, constrained to recommend that 
a high powered standing council, consisting of adequate number of 
Members of Parliament and representatives of the State Govern-
ments besides officials presided over by the Minister of Civil Aviation 
should immediately be set up to go into all these matters and con-
stantly oversee and monitor the functioning of the Ministry, D.G.C.A., 
Air India, LA. C. and 1.A.A.I. and above all to bring about harmony 
in the working of these bodies and a coordinated approach to all 
the problems in the interest of the country and the users. 

40. In their reply, Government have intimated that they follow 
policy of 'pre-determina.tion' in the JIlatter of bilateral agreements 
with other countries. The capacity and the frequency of services 
to be operated by foreign airlines to and through India and by Air 
India to/through foreign countries are determined before hand on 
the basis of estimated traffic on the route and a fair and equal 
opportunity is provided both to Air India and to the foreign airlines 
concerned. In regard to interline commercial/pooling arrangements 
it has been stated that these arrangements are agreed to between 
the airlines and subject to approval of the D.G.C.A. It has been 
claimed that D.G.C.A. while giving approval to these arrangements 
does ensure that the benefits from these arrangements are more or 
less equal to both the airlines. The bilateral agreements are sub-
jected to periodic review. In view of this, Government feel that 
there appears to be no need for effecting any change in the existing 
set up. 



14 

41. The Committee are unable to agree that all is well with the 
formulation and operation of the agreements relating to the foreign 
airlines operations in India as is sought to be made out by the 
govel'llDlellt. The Committee's conclusions were reached on the basis 
of the evidence tendered before them by the former Director General 
of Civil Aviation, who could depose with practical experience and 
a del1'ee of detachment that was needed. Unfortunately the govern-
ment have tended to defend the existing position. In this context 
the Committee reiterate the suggestion to have a high-powered. 
standing council to go into the system and to have a coordinated 
approach by thJe Ministry of Tourism and Civil Aviation, DGCA. 
Air India, lAC and IAAI. In fact, the Air Corporation Act. 1953, 
under which the lAC and Air Ind:a are established, provides for con-
stitution of an Air Transport Council to consider and advise the 
government on certain matters referred to it. This provision could 
be invoked and such amendments as are necessary made to the Act 
to have the kind of set up that the Committee have in view. 



CHAPTER IL 

'RECOMMENDATIONS THAT HAVE SEEN ACCEPl'ED BY 
GOVERNMENT 

Recommendation (S. No. 1 Paragraphs 2.62-66) 

The Committee are distressed to observe that there is serious 
imb81ance in the utilisation of the four international airports of 
Bombay, Calcutta, Delhi and Madras. The imbalance has been 
allowed to be accentuated over the years. Owing to low volume of 
traffic, particularly international, Calcutta and Madras aiqx>rts have 
been continuously sustaining heavy losses of nearly Rs. 1 crore a 
year. On the other hand Bombay and Delhi especially Bombay, 
.airports are aftlicted by acute congestion caus:ng avoidable hard-
ship, harrassment and expense to the passengers. 

During the last eight years, while at Bombay the international 
'passenger traffic consistently increased from 5,89,642 passengers in 
1969-70 to 22,77,066 in 1977-7'3, (rise of 277 per cent); and at Delhi 
from 4,22,484 to 12,59,646 (rise of 198 per cent); at Madras the 
rise has been relatively small from 71,412 passengers in 1969-70 to 
1,36,'B42 in 1976-77 (rise of 90 per cent) but in 1977-78 the traffic 
has shown a declining trend. In the case of Calcutta, rather thBn 
registering any increase, the traffic declined from 2.38,634 passen-
gers in 1969-70 to 1,68,248 in 1976-77 and has shown a marginal in-
crease of 9 per cent in 177-78. Similarly, the aircraft movement has 
substantially declined at Calcutta over the above period. 

The imbalance is more pronounced when viewed from the angle 
'of landlings/take off of aircraft>s. Out of a total of 102 West bound 
flights of foreign airlines and Air India per week, as many as 92 
or:ginate from Bombay, to from Delhi and none from Calcutta and 
Madras. Likewise out of a total of 17 east bound flights, 10 origi-
nate from Bombay 2 from Delhi, 4 from Madras and 1 from Calcutta. 

''The position of terminating flights is more or less similar. Out of 
a total of 106 transiting flights to West, 49 touch Bombay, 42 Delhi, 
12 Calcutta and 3 Madras and out of 113 transitting flights to East, 
47 touch Bombay, 51 Delhi, 11 Calcutta and 4 Madras. 

The disparity is even more glaring in respect of the operations 
of Air India '>r great national carrier. Out of its 45 weekly flights 
to West. 42 operate from Bombay and 2 from Delhi. Its 10 East 
bound flighbi operate only from Bombay. Only a few of its tran-
:siting flights touch Calcutta and Madras. 

15 
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The then D.G.C.A. stated during evidence that though Air India 
could diversify and spread out to other regions because of its head-
quarters at Bombay, it has been concentrating more at Bombay .. 
Surprisingly, Air India have not produced any data, regarding tra-
ffic potential in other regions so far. Although according to Air 
India there was no directive to diversify its operation the Ministry 
of Civil Aviation and Toursm while agreeing that Air India should 
diversify its operations pointed out that there was no directive to-
,concentrate at Bombay. Government owe it to the Committee to 
explain why no direction was issued for diversification of the opera-· 
tions Ilf Air India sO far. 

Reply of the Government 

While agreeing with the Committee that Calcutta and Madras 
airpolts have not been fully exploited as compared to Bombay and· 
Delhi where infrastructural facilities have been stretched to the· 
max:mum, it has to be pointed out that it is not uncommon in any 
countt'Y that one or two of its international airports are chosen by 
international airlines for operations. For example, in Australia, 7() 
per cent of the international a'rcrafts movements are at Sydney and 
the other international airpo~..,Brisbane, Adelaide, Melbourne and 
Perth·account for the remaining 30 per cent only. In Canada, 
Toronto accounts for 68% of the international aircraft movements 
though Montreal and Vancouver are also international airports. 
Similarly, in France, only De Gaulle airports in Paris get 78% 
of the share of international air traffic, while Nice, Lyon, Bordeux 
limp behind. In Germany, Frankfurt accounts for 54 per ce.:;).t of 
the international aircraft movements, Duseldorf 19 per cent, Munich 
17 per cent and Hamburg the rest. The position is the same in 
United States and the U.K. It is therefore not unusual that in 
India Bombay accounts for 60.6 per cent and Delhi 30.5 per cent of 
the international aircraft movements in the country. 

2. It is mainly for historical reason that Air India has its base 
in Bombay. As the base is located at Bombay and because of the· 
size of the fieet and the need for maximum operational flexibility, 
the services largely orginate/terminate at Bombay. This is by and 
large the case of British Airways also which o.perates 65.5 per cent 
of its services through London. 

3. The Air Corporations Act, 1953, enjoins upon Air India that it 
should work on sound commercial prinCiples. If Calcutta and' 
Madras have to be made terminatlng/originating points Of Air 
India's flights, maintenance bases will have to be created at these-
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stations at considerable expenditure. It is in this context, Govern-· 
ment have not issued any directive to Air India to diversify its. 
operations. However, Air India has started making efforts in this-
direction within the given financial constraints. 

[Ministry of Tourism and Civil Aviation O.M. No. H. 1102.114180-
A dated 6 January, 1981.] 

Comments of the Committee 
(Please see Paras 3-6 of Chapter I of Report). 

Recommendation (~. No.3, Paragraphs 2.68-.69) 

From the dam furnished to the Committee by Indian Airlines 
and Tamil Nadu Government in this behalf and the growth of in-
ternational mail at Calcutta and having regard to the passengers 
travelling by train from various regions to catch the international 
ftights it appears that about 70 'X· of :nternational passengers from 
Southern, Eastern and N.E. Regions are forced tt" come to Bombay 
or Delhi. The position obviously is the same fa: the return journey. 
Further, the proportion of transit :passengers, being 39 per cent at 
Bombay and 43~1r., at Delhi as against 20 per cent at Madras and 
9 per cent at Calcutta in 1976-77 the local traffic potential of Bombay 
and Delhi is not at all as high as is sought to be made out. 

lt is common lmowledge that most of the Gulf passengers are 
from the South but due to inadequacy of ftigat 'at nearby airports 
they are made to flock to Bombay which is one of the most expen-
sive cities within the country. Thus bulk of the international passen-
gers fall a prey to exploitation and enormous hardships not to 
speak of needless transhipment Of cargo and the attendant prob-
lems. Even this sudden spurt in Gulf Traffic in recent years did 
not open the eyes of the authorities to the realities of the situation 
and to quickly remedy it. 

Reply of the Govel1ll'MDt 

The results of the origin/destination survey conducted at Bom-
bay and Delhi airports have been mentioned in reply to the recom-
mendation at S. No. 2 (para number 2.67). An origin destination, 
survey will now be undertaken on a regular basis and at all the four 
international airports. As for passengers bound for Gulf countries, 
Air India has already commenced international flights to the Gulf' 
points from Trivandrum. 

[Ministry of TOurism and Civil Aviation O.M. No. H. 1102114180-
A dated 6 January, 1981.) 
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Recommendation (S. No.4, Paragraph 2.70) 

The authorities did not remain content with only Air India's 
.concentration at Bombay. A number of foreign airlines wh:ch were 
operating at Calcutta were allowed to gradually shift to Bomh'ay / 
Delhi. Since 1967, as many as ten foreign airlines th'us disconti-
nued the'cr Calcutta services. Five of them (Air-France. Lufthrnsa, 
Swiss-air, Japan Airlines and KLM) discontinued as they could 
easily secure rights at Bombay/Delhi in lieu of Calcutta during 
inter-governmental talk:;; for the mere asking. This was stated to 
have been granted on the recommendations of Air India having 
regard to their needs. As admitted during evidence the rights or 
benefits secured for Air India in exchange thereof have mostly not 
been availed of by it and they remain merely 'paper rights' at the 
heavy cost to the country's overall economic interest. 

Reply of the Government 

Calcutta was no doubt once being served by many international 
airlines. In the late sixities and in early seventies 'as many as n:ne 
airlines (Air France, Swiss Air, Lufthansa, KLM, CPA, PAN Am, 
Qantas, JAL and Aeroflot) shifted thelr operation'S from Calcutta. 
The position in regard to the airlines cited by the COPU in para-
graph 13 Is as fonows:-

Air France.-Air France were permitted to shift its once weekly 
service from Calcutta to Bombay. In return for this Air India was 
given a frequency advantage in the sense that they got the right 
to operate 5 services per week through Paris as against Air France 
right to operate only four services through India, three through 
Delhi and one through Bombay. Also. rights for Air India to 
operate from Moscow to Paris and from Paris both to Canada and 
to the U.S.A. were obtained. Air India have availed of these rights 
but have not so far commenced operations to Canada. 

LufthansCI..-As a result of the tallm held in 1969, Lufthansa 
were given the right to operate via Calcutta or New Delhi. Subse-
quently, as a result of the talks held in 1970, Lufthansa were per-
mitted to operate via Bombay or New Delhi. This was agreed to 
having regard to the imperative need of Air India to have flexibility 
for its B 747 operations through Frankfurt and especially removal 
of restrictions on the frequency of services to be operated with 
B 747 aircraft. Rights for a daily service via Frankfurt were also 
obtained as well as rights to operate to two points in U.S.A. The 
rights got for Air India were fUlly utilised except that Air India 
"had not commenced operations to the second point in U.S.A. 
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Swiss Air.-In May, 1968, as a result Of an exchange of letters 
the Swiss air were given the right to operate to Bombay and 
Calcutta. Subsequently, as a result of the inter-governmental talks 
held in October, 1970 and consequent exchange of letters of May, 
1971, the Swiss a~r were given the right to operate to Bombay and 
Delhi. Swi5S air however never operated to Calcutta and the ques-
tion of their shifting from Calcutta did not arise. In return for this, 
within the entitlement of six services a week via Switzerland, Air 
India secured the rights for operating two B 747 services from 1971 
and four B 747 services from 1972 and five B 747 services from 
1973. From 1976, Air India could introduce a daily B 747 service 
through Switzerland. Swiss-air was however, not given the right 
to operate B 747 services before April 1974. Also the route sche-
dules were liberalised giving Air India traffic rights between 
Switzerland on the one hand and Moscow, Sweden, Norway, Den-
mark, Abu Dhabi, Dubai and other points in Gulf on the other. The 
rights secured for operation of B 747 services were utilised as well 
as traffic rights secured for Air India between Gulf and Switzerland. 
However, traffic rights between Switzerland on the one hand and 
Moscow. Sweden, Norway and Denmark on the other were not 
utilised. 

JAL.-In terms of India-Japan lagreement of November, 19M, 
JAL had the right to operate to Calcutta/Delhi and as a result of 
inter-governmental talks held in July, 1970 JAL were pennitted to 
operate to Bombay in lieu of Calcutta. This was done 'Q.g Air IndIa 
had plans to operate seven services a week to Japan as against 
their entitlement of 4 services prevailing at that time. As JAL 
were not keen to increase the;r level of operations through India. 
-in order to obtain the level of daily frequency required by Air 
India, some incentives to JAL had to be given. Air India also got 
the rights to operate to Osaka in addition to Tokyo. Whereas we 
do not permit any foreign airline to operate to two points in India 
on the same service, rights for Air India were secured to operate to 
Osaka and Tokyo on the same service. Japan also agreed to Air 
India operation to Tokyo through some ned points such as Singa-
pore and Kuala Lumpur (these rights have not been utilised so 
far). 

KLM.-Under the India-Netherlands agreement of 1951., KLM 
had the right to operate through/to Delhi and Calcutta. Till April, 
1971, KLM had been operating two services. one through Delhi and 
one through Calcutta. KLM filed its summer schedule effective 
1-4-1971 for two servi'ces a week, through Delhi. It was not possi-
ble to reject KLM's claim to operate these services, through Delhi 
~nce it had the right to operate either to Delhi or to Calcutta. 
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Thus, KLM was not allowed Delhi in lieu of Calcutta but the air-
line on its own, chose to discontinue their services via Calcutta. 

2. It will thus be seen that the above airlines did not secure-
these rights for the mere asking. We had obtained some benefits 
for Air India which were utilised to the extent possible as indicated 
above. 

[Ministry of Tourism and Civil Aviation a.M. No. H. 1102114180-
A dated 6 January, 1981.1 

Recommendation, (S. No.5, Paragraphs 2.71-2.72) 

Of the airlines still holding rights 'at Calcutta, it is only in the 
case of LOT Polish that there is a definite provision for operation 
at Calcutta. In the case of others it is only optional and there is 
no compulsion on them to operate at Calcutta. In fact most of them 
(Panam, Iraqi AiI'ways, Quantas, etc.) have already shifted their 
operations to Bombay and Delhi 

In this connection it is worth mentioning that the International 
Federation of Airline Pilots Association (IFAIPA) has graded Cal-
cutta airport as Orange Star Class I, Bombay as Orange Star, Madras 
and Delhi Red Star from the facilities point of view. Thus Calcutta 
airport which is the best equipped and maintained in the country 
is allowed to languish for want of traffic. The former D.G.C.A. 
stated in evidence that during the bilateral talks they had 'generally 
told' the airlines in an informal way that if they were going to 
opera.te through Calcutt8il\Madras they might be offeI'ed 'flexible 
terms'. He, however, admitted that in case an airline wanted to-
operate at Bombay, Government could easily sa~ 'no' and ask it to· 
land at Calcutta or any other point to disperse the traffic. He also 
undertook to carry out a detailed study as to how to make foreign 
airlines to call at Calcutta/Madras but this too has not been under-
taken todate, which is not difficult to understand. It is unfortunate 
that as stated by the Ministry of Tourism and Civil Aviation no 
specific instructions were issued to foreign airlines to make more' 
use of Calcutta and Madras airports. In the case of Calcutta the 
least that was needed was to restore the earlier level of operations. 

Reply of the Government 

In addition to LOT (Polish airline) who are yet to exercise-
their rights at Calcutta, Aeroflot has the right to operate to Calcutta. 
In the case of Scandinavian Airlines System (SAS), their operations 
to Delhi have been made dependent upon their continued operations. 
via Calcutta, thus ensuring that they do not pull out of Calcutta. 
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2. In regard to PAN AM shifting their operations from Calcutta 

jt is seen from the application made by the PAN AM to the Civil 
Aeronautics Board, Washington the following: 

''The purpose of this application is to PAN American to sus-
pend its operations at Calcutta, but continue to serve 
India through Delhi. It is requested that the suspension of 
Calcutta services be authorised for a period of two years. 

• • o 
In support of the application PAN American states as follows: 

"Calcutta is proving to be far from an attractive traffic 
generating point and the traffic response to PAN Ameri-
can's present services to Calcutta has been smaller. The 
contribution of Calcutta to PAN American's round the 
world service has averaged only approximately 7 passen-
gers per day in each direction. Further, the suspension 
of services for Calcutta will not greatly inconvenience 
PAN American traffic to India in view of the multi-daily 
connecting services between Delhi and Calcutta. 

The above explains the reasons why Panam pulled out of 
Calcutta." 

3. Iraqi Airways did not operate to Calcutta at any time. The 
-question of their withdrawal therefore did not arise. Qantas had 
simultaneous rights at Delhi and Calcutta. They gave up Calcutta 
in September, 1971 and in April 1974 shifted their operations from 
Delhi to Bombay. They are operating now only through Bombay. 

[Ministry of Tourism & Civil Aviation O.M. No. H-ll021/4/80-A, 
dated 6 January, 1981] 

Recommendation (S. No.1, Paragraph 2.74) 

With the concentration of flights at Bombay and Delhi airports 
-and consequent enormous rush, one is pained at the hardships 
suffered by the passengers-women, children and aged persons alike. 
Neither Government nor Parliament can acquiesce in this position 
.any longer. The Committee, therefore, require that: 

(a) Air India's operations should be decentralised so as to 
have a fair measure of diversiflcation of its both East 
and West bound flights. 

(b) Instructions should immediately be issued at the highest 
level for the diversiflcation of flights of foreign airlines to 
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airport other than Bombay and Delhi to the maximum 
extent within a specified. time so as not only to relieve 
traffic congestion at these airports but also to alleviate 
the needless distress caused to the international passengers 
of the Eastern N.E. and Southern regions, not to speak 
of genuine encouragement to tourist traffic to these 
regions, which will go to augment foreign exchange earn-
ings for the country. This would also ensure proper 
utilisation of other airports and reduce unnecessary travel 
within the country. 

Reply of the Government 

Air India has started making efforts in the direction of diversi-
fication of its flights within the given financial constraints. How-
ever, the sizeable investment required in creating maintenance bases: 
at places like Calcutta and Madras will have to be taken into account 
before speeding up this process of diversification. While Govern-
ment cannot compeU foreign airlines to shift their operations to 
CalcuttalMadras, instructions will be issued to them urgineg upon 
them the need to lighten the constraints on Bombay and Delhi and 
to divert some of their flights through Calcutta/Madras. 

[Ministry o'f TO'urism & Civil Aviation O.M. No. H. l1021/4/'80-A, 
dated 6 January, 1981J 

Comments of the Committee 

(Plf"ase see Paras 10-13 Chapter I of Report) 

Recommendation Sl. No.8, (Paragl"aph 2.75) 

In order to achieve the desirable objective mentioned above Gov-
eInment should forth with consider grant of suitable incentives in 
the form of discriminat:on landing and parking charges levied by 
the Airports Authority and equalisation of fares from all the air-
ports tolfrom different destinations abroad. There should also be 
positive disincentives for undue concentration in Bombay and Delhi' 
such as severe traffic and landing restrict:ons. 

Reply of the Government 

The LA.A.!. are being advised by the Government to charge lower 
landing/pgrking/housing charges at Calcutta and Madras as an 
incentive to diversify operations. As regards equalisation of fares, 
at present Delhi and Bombay are co-rated and so are Madr~s al'ld 
Calcutta. Considering the distance involved, it is not pOSSIble t .. 
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have one single fare for all destinations in India. In addition such 
equalisation may affect the commercial interests of Indian Aidines. 

[Ministry of Tourism & Civil Aviation O.M. No. H. l1021j4jSO-A, 
dated 6 January, 1981] 

Comments of the Committee 

(Please see Paras 10-13 of Chapter I of Report) 

Recommendation (81. No. 11 & 12, Paragraphs 3.94-3.95) 

The former D.G.C.A. at first made an effort in vain to suggest 
that the flight of foreign airlines in India were strictly governed 
by 'reciprocity' of arrangements under Bilateral Air Services Agree-
ments entered into with other countries. In actual practice, the 
position is that as against 217 services operated by foreign airlines 
in India, Air India and Indian Airlines are operating only 170 services 
in other countries. Whereas foreign airlines have made almost full 
USe of their rights in India, there is persistent underutilisation 
of Air India's rights in other countries and the 'so called recipt'ocal 
rights' remain only as 'paper rights' at a considerable cost to the 
country. For instance, Swiss Air operates 7 flights in India as 
against 3 flights by Air India in Switzerland, though it has equal 
rights. Similar is the case in regard to several other airlines 
(Quantas, Alitalia, KLM, Lufthansa, etc.). The result has been that 
of the total international passengers carried from/to India, the share 
of the national carriers is only 42.'8 per cent and the remaining 57.2 
per cent is carried by foreign airlines. It was admitted by the Manag-
ing Director, Air India that they should either operate the same 
number of services as the 'foreign airlines do or ask the Govern-
ment to cut their services. He also admitted that if the frequency 
operations of foreign airlines were brought down to their level, 
their traffic share wou~d go up to 50 per cent. The Committee feel 
that if this cannot be ensured the foreign airlines should be made 
to pay for whatever imbalance is there in the light of this report. 
It should be borne in mind that these airlines have already derived 
substantial advantage at 0'Ul' cost. 

From the point of view of commerciil arrangements that have 
been entered into by Air India with foreign airlines ostensibly to 
have compensation for the latters exceed deployment of capacity 
and/or excess carriage of traffic, hence the extra revenue earned 
which were cited ljy the former D.G.C.A. as factors to be reckoned 
with in considering the reciprocity of arrangements, the picture is 
dismal. 
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Reply of the Government 

Government while conceding traffic rights to foreign airlines, pay 
:particular attention to see whether Air India. could utilise the rights 
it is bargaining for, though there are instances where the rights 
.secured for Air India have not been utilised fully due to reasons 
-of shortage of capacity, crew and other requirements that go with 
.a commercially successful operation. But this by itself does not 
mean that the affluent foreign airlines who exploit their rights fully 
are better off commercially. As they are mostly long haul operators 
transiting India their discharge/uplift in India are not very sub-

. stantial as any airline would concentrate more on long haul passen-
·gers. The performance of the national carriers with its limitations 
·on financial resources, is getting 42.S. per cent of the international 
traffic in India appears to be satisfactory, considering that the re-
maining 35 or so foreign airlines carry the balance. 

2. Once the level of frequencies has been conceded to the air: 
lines, if Air India had not been able to utilise the rights due to 
paucity of equipment, etc., it is no fault of the foreign airlines, and 

. on that score. the foreign airlines would not pay any compensation 
as they are within the rights granted to them under the bilateral 
air services agreements. Such compensation arrangements are arriv-
ed at between Air India with only such airlines who operate uni-
laterally (without Air India operating to their country, e.g., LOT, 
CSA, Sabena, SAS, etc.). On the other hand, pooling arrangements 
are entered into when both Air India and the foreign airlines are 
-operating to each other's country in order to maximise revenues by 
avoiding unhealthy competition. However, every agreement will be 
reviewed and revision/termination examined. 

[Ministry of Tourism & Civil Aviation O.M. No. H l1021/4/8I>-A, 
dated 6 January, 1981] 

Comments of the Committee 

(Please see Paras 14-19 of Chapter I of Report) 

Recommendation (Sl. No. 13, Paragraphs 3.96-3.97) 

It is only in the case of USSR, Czechoslovakia and Poland that 
the bilateral agreement provide for commercially pooling arrange-
ments by airlines. In certain other cases also Air India has con-

·eluded commercial arrangements as 'incidental to operations.' Curi-
-ously enough in a number of cases there are no such arrangemt'nts 
at all, e.g., Air France, Alitalia, Lufthansa, etc. Thus whilst for 

-excess -carriage, Air India is paying huge amounts to British Air-
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ways and to a number of other airlines, it has not been receivinl its 
due compensation under similar circumstances of excess carriage 
by Air France, Lufthansa, etc. Even from the trafBc uplift point 
of view, it is noted that though Air India has been carrying more 
passengers to Australia, Japan and Italy than their airline& it has 
been 10000ing heavily on India-Australia, India-Japan and India-
Continent routes, which in 1977-78 alone amounted to Rs. 300 lakhs. 

Under the pooling arrangement with British Airways the pay-
ment made by Air India in 1977-78 alone was stated to have bNn 
of the order of Rs. 170 lakbs. In fact the 1977 package deal with 
U.K. was entered into by the former Civil Aviation Secretary (Shrl 
R. p. Naik), in undue haste and India had to pay 'one time' payment 
of £6.250 lakhs (about Rs. 100 lakhs) and allow Cathey Paclftc 
Airways to 'by-pass' Calcutta. This smacks of malpractice and re-
quires investigation for necessary action. 

Reply of the Government 

It is understood that the rules and regulations in Czechoslovakia, 
Poland and Russia prevent free sales and restricts activities of 
foreign carriers. At the same time, the trafBc originating in thOle 
countries are severally controlled and is directed to various carriers. 
In order to ensure that Air India obtains its due share of the market, 
existence of a commercial arrangement has been made a "re-condi-
tion to operating services. This is not so in the case with other 
countries where opprotunities to exploit the market are fair and 
equal for Air India and the national airlines. The need therefore 
for making commercial/pooling arrangements as pre-requisite, in 
the bilateral agreements of such countries, is not felt. 

The payment of £625,000 agreed to under the May, 1977 agree-
ment related to the compensation arrangements that were applicable 
to Air India's North Atlantic operations between 1971172 to 1977178. 
In the bilateral negotiations the British authorities expressed dis-
satisfactiOn with the 1971 Air India/British Airways compensation 
arrangements, whereby British Airways had not received benefits 
as contemplated when the 1971 agreement was entered into. 'nlough 
shown as a 'one shot payment', it, in fact, is related to payment 
for the period 1971/72 to 1977/78. The necessity to make this pay-
ment arose out of the need to retain Air India's right to operate 
a daily B 747 service to New York through London at a time when 
British authoI1ties had begun curtailing the frequencies of other 
fifth freedom operators across the Atlantic, This question was 
examined from all points and legal opinion was obtained in regard 
to demand made by the British authorities. 
3919 LS-3. 
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3. In the bilateral negotiations with the British authorities in 
1977, the latter asked fOl" a viable route to Cathey Pacific Airways 
(CPA) as according to them. the route through Calcutta did not 
even pay its way. On the other hand Air India were keen to secure 
for themselves the right to operate B 747 services through Hong 
Kong to Japan. We had such rights in India-Japan bilateral but 
unless the British gave such rights for operations via Hong Kong 
the operations could not be viable. Right to fly via BOmbaY!Delhi 
was therefore given to CPA in return for B 747 rights for Air India 
1,ia Hong Kong. Air India have commenced operations with B 747 
via Hong Kong but CPA are yet to commence services to Bombay/ 
Delhi. 

[Ministry of Tourism & Civil Aviation O.M. No. H. l1021/4/So-A, 
dated 6 January, 1981] 

Comments of the Committee 

(Please see Paras 20-22 of Chapter I of Report) 

Recommendations (S. No. 15, 16 & 17, Paragraphs 3.99---: ... 102) 

The former D.G.C.A. clarified that numerical restrictions were 
imposed and foreign airlines in Delhi and Bombay to narrow down 
the imbalance in the frequency of operations and pursuade them to 
operate to Madras and Calcutta. Such restrictions have been impos-
ed on five airlines, viz., SAS, Sabena, KLM, Iraqi Airways and Gulf. 
air. The Committee are not at all surprised in view of what has 
been stated by them earlier that all of them have violated· the 
restrictions with impunity and most of them got away with it. Some 
compensation on account of excess carriage has been received by 
Air India from two airlines only, i.e. KLM and Sabena Rather than 
enforcing the restrictions, free quota of certain airlines, (SAS, 
Sabena) was increased subsequently without getting compensation 
for their past excessive uplift or an)' additional benefit for Air 
India. In the cases of Gulf Air the D.G.C.A. stated that the numeri-
cal restrictions was 'difficult of supervision,' whereas Air India felt 
it was 'perfectly possible to check it'. Wbatever may be the posi-
tion the fact Temains that no check of this kind has been carried 
out for reasons not difficult to understand. In the case of Irraqi 
airways the position was stated to ·be unique in that whilst there 
was traffic restriction for carriage between India and Bagh-
dad, they cO'Uld carry unlimited traffic between India and inter-
mediate points and no action has been taken against the airline for 
excess carriage. 

It was admitted by the spokesman of the D.G.C.A. as well as by 
the former D.G.C.A. that they had no enforcement machinery to 
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check that the restrictions were adhered to by foreign airlines or 
the figures supplied by them were oorrect, and that these restrictions 
had no effect on the diversification of flights or temoving congestion 
in Bombay and Delhi. There was no other alternative left to them 
but to admit this. 

-What is still worse is that there is utter lack cit coordination 
between DGCA and Air India in regard to this and other matters. 
This seems deliberate. Air India in its commercial arI'angements 
with foreign airlines permitted them to carry traffic in excess of the 
free quota fixed by Government which was totally irregular. Air 
India's reply was that this had been done at either the express 
direction of or full knowledge of the Government authorities'. This 
situation is intolerable and responsibility should be fixed for suitable 
action. 

The Committee further require that the whole matter of numeri-
cal restrictions should be examined immediately with a not only 
to taking aprropriate action against the foreign airlines which 
indulged in violations and getting due compensation from them for 
past excess carriage but also to have necessary machinery and 
arrangements for digidly overseeing their operations in the country 
and ensuring compliance with restrictions in future. 

Reply of the Government 

The concept of numerical restrictions is not new in air transport. 
Such restrictions are imposed when a foreign airline operates to 
India without Nr India operating to the country of the foreign air-
line. In the concept of numerical cr'estrictions. there are two 
categories: 

(a) An upper ceiling of num'ber of passengers that could be 
carried per year is specified. beyond which the airline 
could not C3rry traffic to/from India. 

(b) The airline could carry beyond the ceiling subject t6 pay-
ment of compensation to Air India. 

In the latter case, it shouJd be in the interest of Air India to watch 
out to see whether the foreign airline had exceeded the ceiling pres-
cribed so that they could ensure compensation payment. In the 
former case, however, as has been stated by the Committee, there 
is no enforcement machJnery to check whether the ceiUngs are 

t At. the time or factUal verification the Mini,try poirtro out that Go\nnment 
have not aeccpted thi, part. AI can hr. leen from Cbapter I, fbi, parI hal not '-'n 
punued by the Committee. 
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complied with Or not. Statistics, etc., furnished by the foreign air· 
lines I'elate normally to the past periods and it is only after the 
carriage of excess has taken place, the D.G.C.A. comes to know about 
it. However in almost all cases of this type, the airline has to 
pay (and pays) compensation if the carriage exceeds the ceilings 
or the airline is asked to adjust the excess in future carriages. 

2. In regard to Air India permitting foreign airlines to carty 
traffic in excess of the free quota fixed by the Government, there is 
one instance where KLM was permitted to carry, 13,000 passengers 
per annum as against a free quota of 12,705. The diffeI'ence is not 
very significant here and the increase was presumably permitted 
with the intention of keeping the figure to the nearest thousand. 

[Ministry of TO'Urism & Civil Aviation O.M. No. H. l1021,M/80-A, 
dated 6 January, 1981] 

Comments of the Committee 

(Please see Paras 26-28 of Chapter I of Report). 
ReCommendation (S. No. 20 Paragraph 3.107) 

In this connection the Committee have also come across a case 
where a Dy. DGCA (Shri G. R. Kathpalia) had authorised opera-
tion of cargo charters to Gulf countries by a private foreign com-
pany with which his brother was associated suppressing this fact 
from higher authorities. It is not desirable to keep such an ofticer 
in any position where malpractice is possible. 

deply of the Government 

The case cited by the Committee was investigated by a Joint 
Secretary of this Ministry and it was found that the case was 
processed at a very fast pace. It was the opinion df the Joint 
Secretary who inquired into the case that Shri Kathpalia, know-
ing fully well that his brother was involved in this case, should 
have as a responsible senior officer of the Governriieni, brought the 
facts 0# the case to the notice of his superior officers and sought 
their approval before clearing the case. The procedure to be 
adopted in S'Ilch cases has since been streamlined in order to 
ensure that no malpractice would be possible and necessary 
instructions have been issued vide this Ministry's letter No. AV. 
14014f22/75-A, dated 16·9·1975. 

[Ministry of Tourism & Civil Aviation O.M. No. H.11021/4f8O-A 
dafea 6 January, 1981J 

Comments of the Committee 
(Please see Paras 35-37 of Chapter I of Report). 



Chapter m 
RECOMMENDATIONS WHICH THE COMMl'ITEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation (S. No.9 Paragraph 2.76) 

Government have been carrying on the farce of managing 
congestion in Airports by means of a Standing Centnl Schedulfn. 
Committee at D.G.C.Ns headquarters and four Utilisation Com-
mittees each at Bombay, Calcutta, Delhi and Madras. The Utilisa-
tion Committees at C llcutta and Madras which was a misnomer for 
these wer.e not concerned with improving utilisation, were set up 
much later than those at Bombay and Delhi. It was adinitted by 
the representatives at D.G.C.A. and I.A.AI. that the Central 
Scheduling Committee as well as the Utilisation 'Committees have 
not been useful even in removing peak hour congestion as the real 
problem was the imbalance created by the ill planned bU.teral 
agreements and commercial arrangements which the Committee 
have dealt with elsewhere in this Report. The Committee feel 
that there is no point in continuing these Committees. 

Reply of the Government 

The Central Scheduling Committee meets under the chairman-
ship of the D.G.C.A. twice a year before the summerfwinter sche-
dules of foreign airlines and Air India are approve. I.A.A.I. and 
all the airlines are associated. It is a fact that much has not been 
achieved by the Committee by way of phasing oul international 
flights through the day in order to avoid cOngestion at peak hours 
during 'the night but the latter is due to the fact tha here is a cur-
few on night landing in Japan, U.K., France, Germany, Switzerland, 
Hong Kong and Sydney. Consequently, foreign airlines, by and 
large, arrive and depart from our airports during night time 10 U 
to avoid the curfew hours in the main European and other air-
ports. 

2. The Central Scheduling Committee, subject to the above 
compulsions, do succeed in persuading the foreign airlines to make 
changes in their schedules to avoid lpealdng' to the extent poaf-
ble. It would not therefore be adviseable to wind up the Com-
mittees. Government however propose to monitor the progreu 

r .. 29 
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and results achieved by the Central Schedufmg Committee and the 
Airport Utilisation Committees in order to achieve the desired 
results. 

[Ministry of Tourism & Civil Aviation O.M. No. H.11021/4f8O-A 
dated 6 January, 1981] 

Recommendation (S. No. 18 Paragraphs 3.103-3.104) 

Another di:;quieting feat'Urf> of the so called reciprocity of 
arrangements is that as many as 8 foreign airlines (viz., Czecho-
slovak Airline~, Garuda Indonesian Airways, LO" Polish Airlines, 
Sabena, Syrian Arab Airlines SAS, Burma Airways and Trans 
Mediterranian Airways) are unilaterally operating in India. Air 
India/Indian Airlines have either discontinued their operations to 
these cOl,mtril:'g or have not 'Commenced operations to these coun-
tries due in most cases to not being 'economically viable'. No 
compensation is being received from Burma Airways and Trans 
Mediterranian l~irways 'for their unilateral operations while with 
others Air India is stated to have commercial arrangements for 
receiving some compensation. 

In this connection the Committee note that requests for bilateral 
air services arrangements 'from seven countries (viz. Bulgaria, 
Korea, Rumania, Yugoslavia, GDR, Jorden and Spain) have been 
turned down time and again because of Air India's recommenda-
tions that there was inadequate traffic potential' and the DGCA 
has no means of disputing their figures. The Committee found 
that in many cases no traffic surveys have been conducted by Air 
India recently. In other cases there were either conducted long 
back or conducted perfunctorily. Further more, when Air India 
did not maintain figures even for internal traffic, they cannot be 
relied upon for external statistics. There is need for D.G.C.A. 
strengthening its machinery in this behalf. A uniform policy must 
be followed in the matter of unilateral operation of 'foreign air-
lines rather than leaving it to the discretion of Air- India. 

Reply of the Government 

There are commercial arrangements with Czechoslovakia Air-
lines. LOT Polish Airlines Sabena and Syrian Arab Airline. There 
are numerical restrictions on Garuda/lndonesian Airways. The 
unilateral nature of the operations to India are due to different 
factors. In the case of BUrma and Syria, who are no parties to 
the International Air Services Transit Agreement, Air India does 
not have the automatic right to overfly these countries. If Air 
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India is to avoid overflying these COlUltries, the penalty on Air 
India would be severe. Therefore, in order to secure overftights 
of Air India across Burma and Syria we entered into negotiations 
with these countries who in turn demanded and we had to concede 
rights for them to land and exercise traffic rights to and from India. 
It is not possible in such cases to demand any compensation from 
them. In the case of Trans-Mediaterranian Airways, their opera-
tions are presently unilateral because of the political situation in 
Lebanon. Air India had been operating 4 services through Beirut 
and they may as well again begin these flights when the situation 
stabilises itself. The unilateral nature of TMA's operations should 
be regarded as a temporary phase. 

2. It is a fact that requests for bilateral agreements from Bul-
garia, Kon'a, Rumania, Yugoslavia, GDR, Jorden and Spain have 
not been agreed to. It is on the basis of the facts, (1) there is no 
traffic potenti81 between these countries and India for operation of 
commercially viable services and (2) Air India have no plans to 
operate to the!lE' countries in the near future. 

3. It has been the considered view df. this Ministry that unless 
Air India is in a position to operate to a country, thus ensuring 
balance of benefits. it would not be worthwhile to enter into bilate-
ral air services agreement with any country. Incidentally, it may 
be mentioned that in regard to Korea we were agreeable to enter 
into an agreement if the Korean Airlines agreed to operate to 
Calcutta, a condition that the Koreans did not agree. 

[Ministry of Tourism & Civil Aviation O.M. No. H.11021/4j80-A 
dated 6 January. 1981] 



CHAPTER IV 

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

COMMITTEE 

Recommendation (S. No.2, Paragraph 2.67) 

It is indeed very unfortunate that though Bombay and Delhi 
airports were bursting at the seams, none of the authorities-the 
Ministry of Civil Aviation & Tourism, D.G.C.A., I.A.A.I. or Air 
India-conducted any survey to ftnd out the tra.ffic potential in other 
regions or at least to ascertain the origin and destination of air 
passengers who were embarking and disembarking international 
flights at Bombay/Delhi. Had this been done it would have clearly 
indicated the need for diversifying the ftights to Calcutta and: 
Madras and possibly to other airports in the CO'Wltry for variety of 
reasons. The incredible lack of will on the part of authorities to. 
undertake this exercise all these years, as the concentration in 
Bombay is deplorable. 

Reply of tbe Government 

An origin/destination survey of international passengers at 
Bombay and Delhi airports was conducted by the International 
Airports Authority of India in May and September, 1979 respec-
tively. The results of the survey are summarised below: 

Bombay 

(a) 47.28 per cent of the embarking and 55.5 per cent of the 
disembarking passengers preferred Bombay. 

(b) 25.11 per cent of the embarking and 13.80 per cent of 
the disembarking passengers indicated preference for 
Trivandrum/Cochin. 

(c) Madras was pre'ferred by about 5 per cent of the em-
barking and disembarking passengers. 1.82 per cent of 
the embarking and 2.39 per cent of the disembarking 
passengers chose Calcutta. 

32 
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(d) Percentages for Delhi, Ahmedabad, Bangalore, Hydera-

bad and Amritsar were about 7 per cent, 5 per cent, 4.7 
per cent and 1 per cent respectively. 

Delhi 

(a) 68 per cent of both embarking and disembarking pas-
sengers preferred Delhi. 

(b) 14 per cent of the embarking and 12 per cent of the 
disembarking passengers preferred Amritsar. 

(c) Bombay was the third choice after Delhi and Amritsar. 
(d) The percentages of passengers preferring Calcutta,. 

Srinagar, and Jaipur ranged beWieen- 2".5 per cent and 
3.7 per cent. Percentage for Lucknow and Madras ranged 
between 1.4 per cent. and 1.9 per cent. 

'rhe results of the S'Ul'Vey prima facie do not support the conclusion: 
reached by the Committee. 

[Ministry of Tourism & Civil Aviation O.M. No. H.ll021/4f8~A 
dated 6 January, 1981} 

Comments of the Committef'! 
(Please see Paras 7-9 of. Chapter I of Report). 

Beeommendation S. No.6, Par.mph 2.73) 
The Committee are more than convinced that foreign airlines 

have been allowed places of their choice freely to enable them to 
reap rich dividends no matter where the country's interest lay. 
Even the serious adverse consequences on gross underutilisation 
of CalcuttaJMadras airports on which crores of rupees had been 
invested were nobody's concern. This is most unfortunate. 

Reply of the Government 
It would not be correct to say that Government can deny trafllc 

rights to foreign airlines at Bombay and Delhi and compel them 
to operate to Calcutta. The repercussions would do a good deal 
of commercial harm to Air India. As a retaUatory measure, France 
could ask Air India to land at Nice instead of Paris, Italy CO'Uld 
direct Air India to go to Milan instead 0'1 Rome and so on. Consi-
dering what Air India requires in foreign countries for commer 
dally viable operations. reciprocal benefits had to be given to 
foreign airlines and they chose Bombay or Delhi. 

[Ministry of Tourism" Civil Aviation 0.14. No. H.ll021/4f8()..A 
dated 6 January, 1981}' 

Comments of the Committee 
(Please see Paras 10-13 of Chapter I of Report). 
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Reconlll1endation (S. No. 10, Paragraph 3.93) 
The Committe~ are shocked to observe that the Bilateral Air 

Services Agreements entered into by Government with foreign 
countries and the interlinei~ommercial arrangements settled by 
Air India with foreign airlines are replete with serious deflciencies 
and irregularities. These are heavily weighed against the national 
interest granting undue concessions to the foreign airlines especial-
ly those belonging to countries other than Socialist countries. 

Reply of the Government 
Bilateral agreements are arrived at Government level only after 

a study is made of the commercial feasibility based on the iraftic 
potential the total level of frequencies that is required to cater to 
the need is arrived at and equally divided between the national 
airlines. In doing so, the type o'f aireraft to be used, the point of 
call in India and other related factors are taken into account. 
These guidelines are uniform ally observed without any discrimi-
nation between country and country. Interline/commercial arrange-
ments between Air India foreign airlines are concluded by Air 
India and are subject to approval of the D.G.C.A. who ensure that 
the arrangements are not unfavourable to Air India and then only 
accord approval. -

[Ministry 1'1 Tourism & Civil Aviation O.M. No. H. 1l021/4jSO-A 
dated 6 January, 1981] 

Comments of the Committee 
(Please see Paras 14-19 of Chapter I of Report). 

Recommendation (S. No. 14, Paragraph 3.98) 
The Committee are convinced that the so called. reciprocal 

-arrangements are nothing but a 'myth' which has now been ex-
ploded. Not only did the Ministry and the D.G.C.A. not try to 
strike a good bargain during bilateral talks but permitted the 
foreign airlines to operate more services in India than what the 
national carriers were able to operate in those countries. All this 
reflects very badly on the Ministry, D.G.C.A. and Air India. 
Undoubtedly, the foreign airlines earned rich dividends at the 
country's cost. The Committee strongly suspect that this was not 
allowed for nothing. 

Reply of the Government 
Bilateral air services agreements are concluded with specific 

guidelines with regard to frequency of operations, capacity to be 
provided by the airlines and faiT aM equal opportunities for both 
the parties. Such agreements are concluded keeping in view Air 
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India's requirements in their future plans. It is another matter 
such plans do not materialise due to difficult aircraft position and 
other factors associated with operation of services. It has also 
happened in some cases that Air India have pulled out of certain 
places due to commercialj'operational reasons, e.g., Brussels, Pre-
gue, Jakarta, etc., having once got the rights. There is no instance 
in support of the Committee's apprehension that some of the 
bilateral agreements were not above board. 

[Ministry of T0urism & Civil Aviation O.M. No. H.U021/4/80-A 
dated 6 January, 1981] 

Comments of the Committee 
(Please see- Paras 23-25 of Chapter I of Report). 

Recommendation (S. No. 19, Paragraphs 3.10S-3.1ot) 
The Committee are horrified to note that during the last 3 years 

Air India in its interline agreements and commercial arrange-
ments with foreign airlines fiouted with impunity the provisions 
of bilateral agreements in several cases involving substantial modi-
fications of the bilateral agreements. These included agreeing to 
revision of numerical restrictions on fttth freedom carriage and to 
points not specified in the bilateral agreements (Singapore Air-
lines); carriage of traffic in excess of permitted free quota (Sahena 
and KLM); enhancement of frequencies (Alitalia and Lufthansa 
and allOWing extra services without any restrictions (Kuwait Air-
ways). etc. These frequenCies were enhanced despite the fact that 
Air India was not even utilising its earlier frequency entitlements 
in those countries. The above at'rangements with Singapore Air-
lines, Lufthansa and Kuwait airways are yet to be finally approved 
by Government. Two airlines (i.e. Gulf Air and Iran Air) have 
been operating solely under interline arrangemenlc; without any 
bilateral agreements. 

What is most disgraceful is that the officials of Air India have 
been going out of way to help the foreign airlines. In this connec-
tion the 'following cases ;p'e noteworthy:-

(a) In the case of Singapore Airlines, DGCA was not agree-
ing to accord approval as it was detrimental to the 
interests of Air India. The Commercial Director of Air 
India (Shri I. D. Sethi) was putting pressure on DGCA 
in this regard. As admitted during evidence. he tele-
phoned the DGCA (Shri Gidwani) followed. by a 
letter dated 7-4-197'8 through special messenger and got 
provisional approval of DGCA on 10.4-1978 (8th & 9th 
being closed holidays). The DGCA also followed an 
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unusual course, and gave approval to the arrangements 
while approving the summer time schedule of Singapore 
Airlines, without any noting on the file. All this shows 
undue haste and is open to serious suspicion. 

(b) In regard to giving extra rights to Kuwait Airways, 
Air-India first wrote to DGCA on 18-5-1978 that they 
were totally opposed to granting any extra rights. But 
soon after they recommended on 22-6-197'8 that the same 
should be granted. In this context a suspicion is lurking 
in the mind of the Committee, that 8hri K. K. Menon, 
Regional Director of Air India (Middle East) who had 
joined Kuwait Airways after retirement in February, 
1978, had perhaps been operating behind the scene. 

(c) Gulf Air has been allowed to operate for last two years 
under interline agreement of April 1977 arid without a 
proper bilateral authority. In this context the Com-
mittee noticed that Shri R Venkataraman, Planning 
officer of Air India who headed the Air India team for 
interline agreement of April, 1977 has joined Gulf Air 
after retirement in July, 1977. The role played by him 
during negotiations with Gulf Air is too obviO'll6 to 
warrant any further comment by the Committee. 

(d) As admitted during evidence, the Ministry and the 
OOCA are at present solely guided by the Commercial. 
judgement of Air India and have 'nothing' of their own 
'to go by'. In a number of cases (Singapore Aiilines, 
Lufthansa, etc.) they accorded provisional approval to 
interline arrangements while approving the time sche-
dule of foreign airlines rather than after subjecting 
the arrangements to proper scrutiny. 

Reply of the Government 

As regards Singapore Airlines, the position indicated in the 
Committee's report is partially correct. The DGCA had given 
approval to traffic rights on two sectors for the summer schedule 
of Singapore Airlines. The question of approving interline arrange-
ments were to be looked into later. These were provisionally ap-
proved in August, 1978 about a few months after Shri I. D. Sethi 
had written the letter to the DGCA. Since DGCA was not tully 
satisfied with the commercial arrangements entered into by Air 
India, the approval was given on a provisions basis upto March 31, 
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1979 only. Since then, the arrangement with Singapore Airlines 
have been reviewed at DGCA's level and satisfactory arrangements 
arrived at. Rights given to Kuwait Airways were balanced by 
getting equal rights to Air India. There are no grounds to suppose 
that Shri K. K. Menon had anything to do in the matter. 

2. As regards (c), it is a fact that Gulf Air and Air India were 
operating under an interline agreement and there -was no bilateral 
air services agreement at present between the Gulf States and India. 
Government have since entered into an agreement with the Gulf 
States. There is nothing on record to show that Shri Venkata-
raman as an employee of Gulf Air had got more benefits for Gulf 
Air than for Air India. 

3. As for provisional approval to interline arrangements given 
while giving the clearance for time tables, a distinction between 
the two should be made. The time Table can be cleared without 
necessarily giving a provisional approval. The provisional appro-
val itself would S'llggest approval on a more permanent basis after 
the matter has been looked into/discussed in greater depth. 

[Ministry of Tourism & Civil Aviation O.M. No. H.ll021/'f80-A 
dateCf -6 January, 1981] 

Comments of the Committee 
(Please see Paras 29-34 of Chapter I of Report) 
Reeommendation (S. No. 21, Paragraph 3.108) 

The Committee are unable to resist the feeling that high offlcials 
of Air India and to some extent of D.G.C.A. have been helping 
the foreign airlines in increasing their business serve their own 
interests and t.o the detriment of interests of Air India and at the 
country at large. The Committee require that there should be an 
immediate probe into all the cases cited by the Committee to 
bring the delinquent officials to look and to remedy the situation. 
The Committee also require that:-

(a) The procedure and practices adopted by the Ministry 
of Civil Aviation and Tourism and the D.G.C.A. should 
be thoroughly overhauled to ensure that there are in-
b'Uilt checks against any kind of negligence or malprac-
tice either in their organisation or in Air India as Is 
evident from the maladies pointed out by the Com-
mittee. An efficient system of monitoring and review of 
the foreign airlines operation in our country w-a-viB 
of national carriers operators abroad to apply time cor-
rectives in national interest is also necessary. 
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(b) Suitable instructions should immediately be issued by 

Government regarding the officials of public under-
takings taking up jobs in foreign companies or organi-
sations after retirement so that there is no corrupt 
practice possible. 

Reply of the Government 

There is no tangible evidence on record to show that Air India 
or D.G.C.A. had been helping the f~reign airlines in increasing 
their business to the detrimental interest of Air India and of fife 
country 3t large. There are inbuilt checks as are available in 
the machinery of the Government to ensure that no negligence or 
malpractices take place. All bilateral agreements are subjected to 
periodic review in order to ascertain the benefits that accrue to 
the foreign airlines vis-a-vis the national carrier. 

2. Unlike in the Government where retired Government ser-
vants cannot accept commercial employment without Government's 
permission during the first two years of his retirement, there are no 
such rules in regard to persons who retire 'from public under-
takings. In Air India, persons who retire do not get any pension 
and once their terminal benefits are given to them there is no 
control over their taking employment elsewhere. 

[Ministry of Tourism & Civil Aviation O.M. No. H.11021/4f8o-A 
dated 6 January, 1981] 

Recommendation (S. No. 22 Paragraph 3.109) 

The Committee are led to the inescapable conclusion that there 
is no clear cut policy of Government and detailed guidelines to 
govern inter-governmental bilateral agreement and interline com-
mercial/pooling arrangements. Whatever imbalance was there has 
been accentuated further from time to time due to motivated policy 
pursued by the Ministry, the D.G.C.A. air Air India. Neither 
the commercial interest of Air India nor the interest of LA.A.I. nor 
the interest of users has been served. There is no coordinated 
examination and periodic review of agreements. No competent 
machinery is there to watch the actual operations with reference 
to the restrictions imposed on foreign airlines. All these loopholes 
cannot be attributed to mere mismanagement but have deeper 
causes underlying which have to be rooted out. This is an area 
which has never drawn any serious attention of the top authorities 
in the country as well as of Parliament. 
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Reply of the Government 

Government follows policy of 'pre-determination' in the matter 
of bilateral agreements with other countries. The capacity and 
the frequency of services to be operated by foreign airlines to 
and through India and by Air India to/through foreign-countries 
are determined before hand on the basis of estimated traffic on 
the route and a fair and equal opportunity is provided both to 
Air India and to the foreign airlines concemea. In regard to 
interline commercial/pooling arrangements, these arrangements 
are agreed to between the airlines and subject to approval of the 
D.G.C.A. D.G.C.A. while giving I approval_ to these arrangements 
does ensure that the benefits from these arrangements are more 
or less eq'Ual to both the airlines. The bilateral agreements are 
subjected to periodic review. 

[Ministry of Tourism & Civil Aviation O.M. No. H.1l021/4/80-A 
dated 6 January. 1981] 

Comments of the Committee 

(Please see Paras 38-41 of Chapter I of Report). 

Recommendation (S. No. 23, Paragraph 3.110) 
The Committee are therefore constrained to recommend that a 

high powered standing council, consisting adequate number of 
Members of Parliament and representatives of the State Govern-
ments besides officials presided over by the Minister of Civil Avia-
tion should immediately be set up to go into all these matters 
and constantly oversee and monitor the functioning of the Minis-
try, D.G.e.A., Air India, I.A.C. and I.A.A.I. and above all to 
bring about harmony in the working of these bodies and a coordi-
nated approach to all the problems in the interest of the country 
and the users, which the Ministry has miserably failed to do. 

Reply of the Government • 
There appears to be no need for effecting any change in the 

eXisting set up. 
[Ministry of Tourism & Civil Aviation O.M. No. H.11021/4f80-A 

dated 6 January, 1981] 
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·1tECOMMENDATIONS IN RESPECT OF WHICH FINAL 
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NEW Dwn; 
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Chaitra 26. 1903 --(Sa:ica). 

-NIL-

BANSI LA!., 
Chairmtm. 

Committee on Public Undertakin.gs. 
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APPENDIX-I 

(Yidl para 3 of the Introduction) 

AaaI"u. of tile acdoa tak_ by Go .......... _ tile ..-mm_dad __ • 
.... ed Ia die t8tb R.port of die eommlttee _ "bile U ............ ( ..... Loll 
....... ) _ Jatenatt-aI AIrporU AatIIorIty of IadIa JmJ.e1 •• .,.. .. the Utm.-
doD 01 AIrporU uuI III the Opendoaa of F ........ AIrIba .. vil-a-vis NadoaaI 
CalUen. 

I. Total number of re<X'l1lmendations 113 

II. RecommendatiON that have been accepted by the Government (Y"1IiI 
recommendations at S. NOI. I, 3-5, 7, 8, 11-13, 15-17 &: 110) 11 

Percentage to total 56'5% 

III. Recommendations which the Committee do not dcaire to ~unue in 
view of Government'. reply (Jrw Recommendations at S. 01. 9 &: 
18) II 

Percent. to total 8'!i% 

IV. RecommeodatioDi in reapect of which replica of Government have 
not been accepted by the Committee (YUIr recommendatiom at 
S. Nos. II, 6, 10, 14, 19, 111-113) • • • • • • 8 

Percentage to total n% 
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