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Shri A. R. Shtrali— Deputy Secretary
Shri R. K. A. Subrahmanya—*C/iwbr Secretary,

(iii)



INTRODUCTION

1. the Chairman of the Estimates Committee, having been authorised by 
the Committee, present this Sixty-Second Report of the Estimates Commi­
ttee of the Second Lok Sabha on the action taken by Government on the 
recommendations contained in the Forty-Third Report of the Estimates Com­
mittee of the First Lok Sabha.

2. The Forty-Third Report of the Estimates Comxnittee was presented to 
the Lok Sabha on the 22nd December, 1956. The Government furnished 
their replies indicating action taken on the recommendations contained in this 
Report between 25th February, 1959 and 8th April 1959. The replies were 
examined by a Study Group of the Estimates Committee on the 7th April, 
1959 and 2*id September, 1959.

3. The Report has been divided into five Chapters:
I. Report.

II. Recommendations that have been accepted by the Government.
III. Replies of the Government that have been accepted by the Commi­

ttee.
IV. R ;plies of the Government that have not been accepted by the

Committee.
V. Recommendations in respect of which final replies of the Govemmat

have not been received.

4. An analysis of the action taken by Government on the recommendations 
contained in the Forty-Third Report is given at Appendix II. It would be 
observed therefrom that out of 90 recommendations made in the Report 47% of 
th: reco nm. n Jations hiv.* been fully accepted while 10% have been accepted 
partly. O f the rest, the replies of Government in respect of 21% of the recom­
mendations have been accepted by the Committee while those in respect of 
22% of the recommendations have not been accepted by the Ccn:minee.

H. C. DASAPPA, 
Chedrmcutt 

Estimates Cortnittet
N ew D elh i;

September 24, 1959- 
Asvim , i88i(5 ).

(V)



REPORT

The Estimates Committee in para 6 of their Forty-Third Report (First 
Lok Sabha) had suggested that it would be advantageous if a non-official with 
experience in administration as well as in the air transport business could be 
made the Ctiairman of the Indian Airlines Corporation, as in the case of the Air 
India International. In reply the Government have stated that the recommen­
dation of the Committee has been noted. The Committee suggest that every 
effort be made to implement the Committee's earlier recommendation.

2. In paras 62 and 63 of the Forty-Third Report (First Lok Sabha) the 
Committee had referred to the poor utilisation of 8 Heron aircraft on the pur­
chase of which a capital expenditure of Rs. 74-25 lakhs had been incurred by 
the Indiaa Airlines Corporation and also to the fact that the aircraft had 
developed many troubles within a short time of their acquisition although a 
hundred of then were reported to be operating satisfactorily with operators all 
over the world. They expressed the view that the project had not been pro­
perly planned and recommended that an enquiry should be conducted into it. 
In reply the Government stated as follows:—

“ The Herons had been purchased because the lAC wanted to open new 
feeder routes and an investigation at that time had shown that there was no 
other suitable aircraft to meet the Corporation’s requirements for feeder routes 
except the Herons. The project had been examined by the technical experts 
of the Corporation and also by the DGCA and his experts. It was considered 
satisfactory and as Heron was the only four-engined aircraft, suitable forthe feeder 
routes, available at that time and it was felt that it would generate traffic a 
decision was taken to purchase the aircraft.

The Herons were actually utilised on a number of feeder routes, namely, 
Delhi-Rajkot, Delhi-Bombay, Delhi-Ambala and Delhi-Allahabad. As the 
feeder routes did not generate sufficient traffic and proved thoroughly uneconomic 
it was decided to discontinue the feeder routes operated with Herons and also 
not to open new Heron routes.

Another factor which stood in the way of increased utilisation of the Herons 
was the shortage of crew.

As r^ rd s  the defects in the aircraft experienced by the lAC it was stated 
that LAC had prepared a comparative statement of defects experienced during 
195s by Heron operators in the various parts of the world and it was found that the 
defects experienced by the lA C  were not ver>' much different or extra ordinary 
as compared to the defects experienced by other Heron operators. Some c i  
the defects were in the nature of difficulties which were usual during the develop­
ment period of any new type of aircraft.

The purchase of the Herons was a goiuine endeavour to meet the r^uire- 
ments of the Corporation immediately w e r nationalisation ^ d  in the drcuni- 
stances prevailing at that time. The purchase was made in good fahh evea 
though it could not be denied that the experiment of operating feeder routes 
with Herons proved a fiulure. It had been admitted in the Parlitment that

C H A P T E R  1



tfae experiment done in good faith proved a failure and that it was a bonafide 
mistake. The Corporation had since decided to dispose of the Herons. They 
had already sold one aircraft and the  ̂ were making strenuous efforts to dispose 
of the remaining aircraft also” .

The Government did not, therefore, consider it necessary to pursue the 
matter.

The Comminee’s views on the above reply of Government are as follows:—

It has been stated that the feeder routes on which the Herons were utilised 
did not generate sufficient traffic and proved thoroughly uneconomic. In the 
drcumtcmces, it would seem theu a proper study of the traffic potential of the routes 
which were proposed to be opened voith the Herons was not carried out btfore deci­
ding on their purchase. This seems an unfortunate failure.

It seons doubtful whether the suitability of the Heron aircraft for the 
routes on which they were proposed to be utilised was determined before pur­
chasing the aircraft. In this connection, a reference is invited to para 51 of the 
Fo^-Third Report where a doubt was expressed whether the long routes on 
wluch the Herons were acutally operated could be considered as feeder routes 
and whether the aircraft was suitable to operate on such long distances.

While it was earlier stated by Government in a written reply furnished to 
the Committee in August 1956 that questionnaires had been sent to certain 
Heron operators and that the replies received from them showed that the Herons 
in their service were woiidng satisfactorily, it has now been stated that the ex­
perience of the lA C  with Herons was not different from that of other operators. 
Since the experience of the Heron operators was known even in i955» when 
the lA C  actually acquired the aircraft, the investment thereon might have been 
avt^ed had the lA C  taken care to make proper enquiries in regard to their 
performance before purchasing the aircraft.

The Corporation have decided to dispose of the Herons and have already 
soli oie of thtm. It is not clear at what loss they have sold it. The Committee 
apprdund that in their efforts to dispose of the aircrc^t by auction the Corporation 
might sustain a heavy capital loss. If the loss is likely to be substantial the Com­
mittee would suggest that the feasibility of putting the aircraft to oltemative me 
either by the Corporation or by Goi'ernment or at least tinthin the country might 
be fully explored b^ore deciding upon their disposal.

3. In para 96, the Conunittee had recommended that the number of 
approved travel agents should be gradually reduced and restricted to those who 
mainly handled tourist traffic. The Government have stated in reply that the 
Corporation is following the policy of restricting the number of Travel Agents, 
particularly at places where it has its own Booking Offices. The Committee 
observe that the Committee on Cost Structure of the lA C  has also suggested 
that the number of agents should be strictly controlled. They feel that the 
appointment of agents would be justified only if  they can render services which 
the Booking Offices cannot p^orm  or b  case it is more economical to entrust 
such services to the agmts instead of the Booking Offices. The Committee, 
therefore, recommend that the relative economics of appointing travel agents and

exten^ng the services of Booking Offices be worked out and in the lig/a of it the 
justification for the present number of travel agents reviewed.



4. In para 147, the Committee observing that indigenous manufacture 
accounted for a small proportion of the stores requirements of the Aviation 
Industry made the following recommendations for development of indigmous 
sources of supply and their intensive utilisation:—

(0  A conference of manufacturers who might be able to enter the field 
might be held under the auspices of the Ministry of Commerce and 
Industry.

(t‘0  An Equipment Committee should be appointed to advise Govern­
ment on the more intensive utilisation of indigenous capacity for 
air transport equipment.

(tit) Show rooms might be opened at important industrial centres for 
the display of representative samples of imported equipment.

(tv) An assessment should be made of the requirements of stores and 
the feasibility of manufacturing as many of them as possible in 
HAL or elsewhere should be explored.

In reply the Government stated that the recommendation of the Committee 
that indigenous manufacture of aircraft spares and stores] required by the industry 
should be encouraged, was accepted in principle and that the specific recom­
mendations of the Committee in that respect were being pursued. TAe Com­
mittee hope that early action will be taken to translate the acceptance in principle 
into practice and to ensure that as much of the stores as possible are produced 
ind'gcnously by develop ng and encouraging the capacity for the production cf 
such items in India.
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F. No. 13 (65)/57-C us V.

G overnment of India  

M IN IS T R Y  OF FIN AN CE  (D EPT. OF REVENUE)

Nete Delhi, the i-jth August, 1957 

O F FIC E  M E M O R A N D U M

S ubject ;— Exemption from duty— aviation fuel import of, by the Indian 
Airlines Corporation— Estimates Committee— Forty-third Report 
of.

The undersigned is directed to invite the attention of the Lok Sabha 
Secretariat to their Office Memorandum No. 28-ECI 57, dated the 3rd 
August 1957, on the subject noted above.

2. T he Estimates Committee in its 43rd Report, relating to the Indian 
Airlines Corporation, had observed that the continuous losses incurred by the 
Corporation would have a demoralising effect on its employees. In order to 
enable the Corporation to improve its morale and better its financial prospccts 
the Committee recommended that help by way of reducing the cost incurred 
by the Corporation on fuel by lowering the incidence of taxation on aviation 
spirit, used in its aircraft.

3. T he above recommendation was fully examined by the Government 
o f India, but they have not been able to accept the validity of the arguments 
advanced in support of the recommendation. So far as the sales tax element 
o f the total taxation is concerned, it is a State subject with which the Central 
Government are not concerned. The question of granting any rebate of 
(Central) Excise duty does not arise as aviation spirit is not at present manu­
factured in the country. The point to be considered, therefore, is whether 
any relief is possible from customs duty paid on the quantities imported by the 
Corporation.

4. The proposal made is that relief from Customs duty would bolster 
up morale. As against this must be weighed the adverse effect on efficiency 
brought about by a system o f veiled subsidies, which is what a rebate of customs 
duty would amotmt to. It might give the Corporation an appearance of effici­
ency not justified by its actual performance. Not only would this make 
comparison o f costs with those o f other like undertakings difficult but it 
m i^ t  also interfere with the pursuit o f genuine efficiency in such directions 
as the elimination of wastage etc. It would also be invidious to treat one 
Government undertaking differently from others.

The taxing of goods imported for Government business undertakings 
has been specifically approved by Parliament even as late as 1950 and I95i> 
when article 289 of the Constitution was enacted and also when Section 20 
o f the Sea Customs Act was amended. In pursuance of this policy we have

A P P E N D IX  I

62



rejected several requests for exemption from duty in somewhat similar cases. 
I f  a concession is now granted to this Corporation other requests from 
similar xmdertakings, L’ke Roadway Corporations, Fishing Companies and 
the like would have to be considered. Similar requests from other air 
transport operators would also have to be faced.

Further, for the .successful completion of the Second Five Year Plan> 
the tempo h ^  been stepped up to tap all available sources of revenue. In 
this sontext, it would not be desirable to part with a source of income such as 
the import duty on aviation spirit which does not fall on common man.

The administrative difficulty in granting an exemption of this nature 
cannot also be overloo!;ed. Aviation spirit can by simple manipiilation be 
down-graded to motor spirit and to have in the country quantities of similar 
petroleum products at different rates for aviation spirit consumed by different 
airlines would be bound to lead to evasions of duty.

5. It was in these circumstances, that the Government came to the deci­
sion that it was not ablj to accept the recommendations for granting relief 
to the Indian Airlines Corporation by way of tariff concession.

Sd/- S. V ^N K A TAR A M AN , 

Under Secretary to the Govt, of India.

The Lok Sabha Secretariat (Estimates Committee).
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Analysis of the action taken by Government on the recommendations contained 
in the Forty-third Report of the Estimates X2ommittee {First Lok Sabha)

1. Total number of Reconunendations . . . .  90

2. Recommendations accepted fully by the Government :

N o..........................................................................................  42

Percentage to t o t a l ...................................................47%

3. Recommendations accepted by the Government partly or 
with some modifications ;

No. . . . . . . . . .  9

Percentage to t o t a l ...................................................10%

4. Recommendations not accepted by the Government but 
replies in respect of which have been accepted by the 
Committee :

No. .......................................................................  19

Percentage to t o t a l ...................................................21 %

5. Recommendations not accepted by Government (includ­
ing those which are still under consideration by Govern­
ment) :

No. . . . . . . .  20

Percentage to t o t a l ...................................................22%
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