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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf,
present this Twenty-third Report on Indian Airlines Corporation.

2. This Report is based on the examination of the working of
Indian Airlines Corporation up to the year ending 31st March, 1965.
The Committee took the evidence of the representatives of Indian
Airlines Corporation on the 22nd and 25th January 1966 and of the
representatives of the Ministry of Transport and Aviation on the
25th January, 1966. The Report was adopted by the Committee on
the 23rd March, 1966. ‘

3. The Committee wish to express their thanks to the officers of
the Ministry of Transport and Aviation and Indian Airlines Cor-
poration for placing before them the material and information that
they wanted in connection with their examination. They also wish
to express their thanks to the non-official organisations/individuals
who, on request from the Committee, furnished their views on the
working of Indian Airlines Corporation.

4. The Committee also place on record their appreciation of the
assistance rendered to them in connection with the examination of
audit paras pertaining to Indian Airlines Corporation by the Com-
ptroller and Auditor General of India.

D. N. TIWARY,

March 29, 1966. Chairman,
Chaitra 8, 1888 (S). Committee on Public Undertakings.



1
INTRODUCTORY

A. Brief History leading to the setting up of the Corporation

After the end of the World War II, there was rapid
expansion of Civil Aviation industry in India. While
there was a concurrent growth in the amount of traffic
carried by the Air Transport Companies the air industry
did not find stability. The Government of India, there-
fore, appointed a committee, known as the Air Transport
Inquiry Committee, on 8th February, 1950 to enquire into,
report upon and to make recommendations regarding the
following matters:—

(a) the present state of the air transport industry
in India in regard to both internal and external
services;

(b) the short-comings, if any, in the organisation
and management of the industry as a whole or
in regard to any individual company or com-
panies;

(c) the major difficulties and defects in the industry
as at present constituted; -

(d) the manner in which Indian Air Services,
internal and external, could best be operated
with the maximum economy, having due regard
to all relevant factors, including passengers
fares and freight and mail rates during the
5 years, 1950—54, providing also for adequate
development of the air services and, for such

purpose;

(1) the reasonable needs of the industry of assist-
ance from the State and the manner and
extent of such assistance and cost thereof to
the State; '

(2) regulation of the industry and control over
its management by the State;

(3) any necéssary re-organisation of the industry.

(e) the desirability, practicability and economic
consequencé of the operation of the said air
services under State ownership and manage-
ment, either direct or through a body corporate,
and the cost of acquisition of such ownership.
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2. The Committee on a priori consideration, was of the
view that there was a good case for air transport services
being owned and operated by the State. The Committee,
however, advised that the following factors should be
«considered before nationalisation was decided upon:

(a) Civil air transport being a highly technical
industry of a very specialised nature required
on the part of the management maximum
initiative and technical efficiency to keep pace
with developments; exceptional readiness to
take financial risks in replacing equipment and
constant personal attention on the part of all
staff dealing with the customer and an
endeavour to please and serve him.

{b) the air transport industry must continue for
sometime to be a luxury service of advantage
principally to the fairly well-to-do strata of the
community. When Government finances are
stringent there is considerable danger of the
requirements of the industry being ignored when
those requirements come into conflict with the
requirements of other developmental schemes
affecting the vital needs of the common man.

{c) it is doubtful whether there will be a sufficient
number of persons available to Government
combining both business and administrative ex-
perience for a big state enterprise like this.

(d) from the Industrial Policy Resolution of 1948
and the issue of 10 years Licences to the operat-
ing companies in July, 1949, it appears that as
a matter of deliberate policy it has been the
constant view of Government that the develop-
ment of air transport should be left to private
enterprise. The sudden reversal of this policy
‘may undermine the confidence of the industry
in the assurance of Government and may have
unfortunate repercussions on the development
and expansion of other industries also.

3. The Committee felt that an ideal pattern would be
‘to have only four operators with bases at Bombay, Delhi,
*Calcutta and Hyderabad.

B. Nationalisation of Air Transport Industry

4. The Committee’s report was examined by the Gov-
.ernment. The Government’s view was that modernising
of the fleet of the airlines was an essential requirement
and that the private operators would not have the means
‘to acquire modern aircraft. The air transport companies
had been given subsidies by the Government of India in



the shape of rebate on fuel uplifted—subsidies of about
Rs. 50 lakhs per year—but in spite of it the industry had
not been able to find a stable footing. The Government,
therefore, decided that the air transport industry should
be nationalised. A bill to nationalise the industry was
passed by Parliament and received the assent of the Pre-
sident on the 28th May, 1953. The Indian Airlines Cor-
poration came into formal existence on the 15th June, 1953
under the Air Corporations Act, 1953 and took over with
effect from the 1st August 1953, the undertakings of the
following eight air transport companies, which were, till
then, operating scheduled internal air services:—

(1) Air India Ltd;
(ii) Air Services of India Ltd.;
(iii) Airways (India) Ltd.;
(iv) Bharat Airways Ltd.;
(v) Deccan Airways Ltd.;
(vi) Himalayan Aviation Ltd.;
(vii) Indian National Airways Ltd.; and
(viii) Kalinga Airlines,

5. The Act also provided for the constitution of Air
India International. It took over the undertaking of the
Air India International Ltd. with effect from the same
date, viz. the 1st August, 1963. Its function was to operate
long distance international services,

C. Examination by the Estimates Committee

6. The working of the Indian Airlines Corporation was
examined by the Estimates Committee in 1956-57 and
their recommendations/observations are contained in
their Forty-third Report (First Lok Sabha). The replies
furnished by Government indicating the action taken by
them on the aforesaid report were considered by the
Estimates Committee in 1958-59 and a further Report (62nd
Report, Second Lok Sabha) was submitted to the House.
The recommendations made by the Committee in these
reports and action taken by Government, as are relevant
to the present examination of Indian Airlines Corporation,
have been referred to at appropriate places in this report.

D. Objects and functions

7. Under Section 7 of the Air Corporations Act, 1953,
the Corporation is to provide safe, efficient, adequate,
economic and properly co-ordinated air transport services
and the Qorporation has to so exercise its power as to
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secure that air transport services are developed to the
E}elst advantage and the services are provided at reasonable
arges.

E. Corporation to act on business principles

8. Under Section 9 of the Act, in carrying out its
functions, the Corporation is required to act so far as mav
be on business principles.
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ROUTES
A. Route-wise financial results
9. In order to judge the route-wise financial results of

the Corporation the different routes have been classified
into the following main groupsi—

No. of
routes
operated
during
1964-65
Group I . Routes on whnch revenue is more than the total
operating cost . . . . . . 21
Group II Routes on which revenue meets the direct opera-
ting cost, but falls short of total operating
cost. . . . . . . . 32

Group III . Routes on which revenue meets only the variable
direct operating cost, but fnlls short of total
direct operating cost. . . . . I

‘Group 1V . Routeson which the revenue falls short of even the
variable direct operating cost. . . . 23

B. Unremunerative Routes

10, It would be seen from the above that out of 77
routes operated by the Corporation during the year 1964-65,
23 routes proved so uneconomic that the revenue did not
cover even the direct variable cost of operation, resulting
in a loss of Rs. 130 lakhs. It was stated during evidence
that certain .unremunerative routes had to be operated
on public and social considerations and on account of
difficulty in communication by rail or road. It was felt that
modernisation of fleet und operation of suitable smaller
aircraft would undoubtedly reduce the numbker of uneco-
nomic routes, but elimination of unecono:nic rouces
altogether was not possible,

C. Routes for which subsidy is claimed from the State
Governments

11. The particulars of un-remunerative air services
operated by the Cog:oration under short-fall guararntee
arrangements with State Governments and the subsidy

5
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lmreieived from them during 1963-64 and 1964-65 are given
ow:—

Subsidy claimed

an. lakhs)

State Government Sector 1963-64  1964-6%

1. Punjab . Delhi/Chandigarh/ 1°45 1.59
Kulu

2. Andhra Pradesh . Hyderabad/Vijayawada/ 2-52 2:27
Vizagapatnam,

3. Mysore Belgaum/Goa/Man- No 965
galore/Bangalore. Service

4. Orissa . . Calcutta/Bhubaneshwar 2'59 2-13

§. Maharashtra . Aurangabad/Nagpur 1-89

12, The following services were operated by the Cor-
poration till 1962-63 on the basis of short-fall guarantee
arrangement with the State Governments, but were dis-
continued thereafter.

Subsidy received by
LA.C.

(Rs. lakhs)
1961-62 1962-63

1. . Dethi/Jaipur/Jodhpur 8:79 5:28

Udaipur/Ahmedabad
2. . . Delhi/Phoolbagh 063 1-2§
3. . . . . . Bangalore/Mangalore 278 5-98

13. During evidence, the General Manager stated that
the services were withdrawn because the State Govern-
ments concerned did not agree to subsidise the routes.

14. The Committee also discussed the question of operat-
ing them on a self-financing basis. Unpopularity of these
routes could be ascribed to the fact that their timings of
arrival and departure were inconvenient and the passengers
found it more convenient to travel by other means of trans-
port. This particularly applied to Jaipur/Jodhpur Sector.
The General Manager stated that this was due to non-avail-
ability of adequate number of aircraft. Another reason for
losses on these routes was that some of them were operated
with a Dakota aircraft. For example, in the Phoolbagh sec-
tor, the load factor was good-about 15 to 16 passengers per



trip. But for a Dakota, even with 21 passengers as full load,
the operation was not paying.

15. Civil Aviation being a Central subject, it is the res- Develop-
ponsibility of the Central Government and the Corporation ment of
to develop aviation in the country. As stated earlier, the aviation
losses on some of the subsidised routes are due to the fact in the
that the number as well as the type of aircraft required for country.
profitable operation of the routes are not available with the
Corporation. If a route does not pay because the Corpora-
tion cannot put the right type of aircraft or provide conveni-
ent timings, the Corporation would not be justified in claim-
ing subsidy from the State Governments. However, if a
route is not remunerative because of poor traffic the State
Government still wants to develop the route for its own pur-
pose, the Corporation should be entitled to a subsidy from
that State Government. The Corporation should also so
equip itself as to be able to provide the aircraft suitable to
the demand of a State.

D.Route for which subsidy is claimed from Central Govern-
ment

16. In respect of the once weekly Calcutta/Port Blair
Service, the Central Government has been paying a subsidy
and the Ministry of Home Affairs are committed to meet
the short-fall upto Rs. 3 lakhs per seasonal operation. The
subsidy claimed by the Corporation during the last three
years was as follows: —

(Rs. lakhs)
____1_9?‘:8;.._. e - 2-66_
1962-63 1-78
1963-64 . . . . . . . . . 239

17. During evidence it was stated that the Corporation
was employing Dakotas on this service and that was why
it was a losing proposition. Also, the number of passengers
had gone down during 1964-65, as compared to the earlier
year. The General Manager was of the view that there was
no prospect of operating this service on a self-financing

basis.

18. At present this service passes through Rangoon be-
cause refueling has to be done for the Dakota. The General
Manager stated that if a Skymaster was introduced on this
route, it might be possible to operate a direct service from
Calcutta to Port Blair. In reply to a query, the Committee
were informed that a service from Madras to Port Blair
would mean flying over the sea where there were no facili-
ties for communication and flight conditions were not consi-
dered safe enough. It was considered that a service from-
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Calcutta to Port Blair via Rangoon would be safer because
land was available in case of emergency.

19. The loss on the operation of Calcutta-Port Blair
service should not be taken for granted. The Andaman and
Nicobar Islands are in a developing stage and it is reasonable
to expect air traffic to grow every year. Therefore, the
reasons for the decline in traffic in 1963-64 over the previous
year should be investigated. Steps should be taken to better
the performance on this route and make it economical as
the demand grows. The possibility of operating a direct
service from Calcutta to Port Blair should also be examined.

E. Civil Aviation Development Fund
(i) Aims & Objects of the Fund
20. Government have constituted a Civil Aviation Deve-
lopment Fund with effect from the 1st April, 1964, with an
initial grant of Rs. 1 crore to finance the following: —

(a) Subvention to IAC for operation of uneconomic
routes not otherwise justified on commercial
considerations but necessary to meet regional re-
quirements or promotion of tourism. )

(b) Subvention to IAC for purchase of aircraft manu-
factured in India to replace or supplement the
existing fleet.

(c) Construction of airstrips and provision of ancil-
lary facilities for the operation of services men-
tioned in (a) above.

(if) Constitution of Committee

21. The Fund is administered by a Civil Aviation Deve-
lopment Fund Committee consisting of the following:—

1. Secretary, Ministry of Civil Aviation—Chairman

2. Financial Adviser to Ministry of Civil Aviation—
--Member

3. Director General of Civil Aviation—Member

4. Director General of Tourism—Member.

5. Joint Secretary dealing with the Air Corporations
in the Ministry of Civil Aviation—Member.



(iii) Services approved for Subvention out of CADF

22. The following services/sectors have been approved
for payment of subvention out of the CADF:—

L Delhi-Banna

2. Agra-Jaipur (Split sector)

2. Agra-Jaipur (Split sector)*

4. Bhubaneshwar/Vijayawada/Madras (Split sector)
5. Lucknow/Bhopal/Nagpur (Split sector)

6. Bombay/Baroda/Ahmedabad
7. Amritsar/Srinagar.

(iv) Services asked for subvention

23. Subvention in respect of the following routes has
been asked for: —

. Madras/Trichy/Madurai/Trivandrum.
. Bombay/Bhavnagar.
Bombay/Rajkot/Jamnagar/Kandla.

. Bombay/Mangalore.

. Bombay/Cochin.

. Calcutta/Agartala/Gauhati.

. Calcutta/Kathmandu.

. Kathmandu/Banaras.

. Calcutta/Agartala/Silchar/Imphal.

. Delhi/Banaras/Calcutta.

. Delhi/Lucknow/Allahabad/Banaras/Patna/
Calcutta.

12. Delhi/Banaras/Kathmandu.
13. Bombay/Kashod/Porbandar.
14. Bombay/Poona.

15. Calcutta/Gauhati/Tezpur/Jorhat/Lilabari/
Mohanbari.

16. Calcutta/Agartala/Khowai/Kamalpur/
Kailashahar.

17. Calcutta/Agartala/Silchar.

© P g G W N
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*Split Sector means the sector of a full royte for which
subsidy has been agreed. to.
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18. Delhi/Kanpur/Lucknow/Gorakhpur/Banaras,
19. Delhi/Chandigarh/Amritsar/Jammu/Srinagar.
20. Delhi/Agra/Jaipur/Udaipur/Ahmedabad.

21. Delhi/Poolbagh.

24. The Civil Aviation Development Fund has been con-
stituted out of the excise duty paid by the Corporation on
aviation fuel. The entire duty paid i$ of the order of Rs. 3
crores every year. The Corporation had applied for pay-
ment of subvention from the Fund to cover losses in respect
of several routes, but the Government in the first instance,
granted subvention only for three services, namely, Delhi/
Panna, Agra/Jaipur, Bombay/Aurangabad. In respect of
these services, the corporation has preferred claims for
about Rs. 11.87 lakhs. Subsequently more routes, as men-
tioned earlier, have been approved and the Corporation
would be submitting claims for them also.

(v) Criteria for grant of subvention out of CADF

25. During evidence, the Secretary to the Ministry stated
that the criteria for assistance from the Civil Aviation Deve-
lopment Fund was broadly as follows: —

(i) No route which had broken even during the pre-
vious 3 years would be eligible for consideration
of payment of subvention even though it might
be a tourist route.

(ii)) The other routes which had met with their
direct operating costs would be treated as deve-
lopmental routes which the Corporation should
try to foster. These would also be not eligible
for consideration for grant of a subvention

(iii) Routes at present being operated under subsidy
arrangements with the tourist department of the
Central Government, would be eligible for grant
of subvention.

(iv) New routes which were considered necessary in
the interest of tourists promotion or to meet the
regional requirements of a particular area or for
other consideration which might not justify
the issue of a directive under section 34 of Air
Corporations Act, 1953, would qualify for consi-
deration for payment of subvention. In actual
pratice the Government had, however, been res-
trictive. They had accepted tourists routes like
Delhi-Panna, Agra-Jaipur, and Bombay-Auranga-
bad and Indore-Bhopal a regional sector. Amrit-
sar-Pathankot-Srinagar had been accepted for
subvention because of peculiar difficulties of
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terrain. In the case of other proposals received
from the Corporation Government had taken a
stand that subvention should be limited only to
those cases where there was either the promo-
tional aspect which could not be met from the
Funds of the Corporation or the tourists aspect.

96. It is seen that out of 77 services operated by the Cor-
poration, five are subsidised by the State Governments and
one by the Central Government. Seven services have been
approved for payment of subvention from the Civil Aviation
Development Fund and for another 21 services the Corpora-
tion has asked subvention from the Fund. If these are to
be sanctioned, there will in all be 33 services* operated by
the Corporation on subsidised basis.

97. In this connection the Committee desired to know
the circumstances which necessitate grant of subventions.
The Corporation has stated that the Dakota operations in
foreign countries are profitable because of the low costs of
fuel as well as of spare parts. In India the fuel cost is more
because of the excise duty and sales tax which are added to
the cost. These factors are partly responsible for the losses
on Dakota operations. The Committee, however, under-
stand that the few private airlines who operate Dakota Ser-
vices in the country and who have also to pay excise duty
on fuel are making profit. To this the Corporation’s reply
has been that the wage costs, overheads and the facilities
offered by private operators are less than those provided by
the Corporation.

28. The Committee consider that all the principles gov-
erning the payment of subvention from the Civil Aviation
Development Fund should be clearly defined so that they
leave no room for ambiguity. Basically the Corporation’s
route pattern and fare structure should be so adjusted as to
enable it to make profits even if excise duty on fuel is heavy.
Presently the Corporation is losing heavily on its Dakota
operations. It follows that as and when the Dakotas are re-
placed by new types of aircraft, the Corporation should be
able to operate most of its other services in a self financing
way and thus obviate the necessity of subventions. The
Committee would not like a large number of routes to be
mbsgdised as it gives an impression that the Corporation is
leaning heavily on subsidies. Subsides also curd initiative.
They blur the financial results indicated in the Balance
Sheet and Annual Accounts. Therefore the Corporation
shou}d aim at developing routes without resorting to sub-
vention. The Government should examine as to how the
private operators with their limited resources make good
profits on their Dakota operations whereas a nationalised
Corporation like the I.A.C. cannot.

Princi-
ples for

to
defined.

Qn? of the services is common between the list of routes
sub.slqlsed by the States and those subsidised from the Civil
Aviation Development Fund.
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F. Night Air Mail Services

29. The Night Air Mail Services on the cross routes
Bombay-Nagpur-Calcutta and Delhi-Nagpur-Madras were
started in 1950. The table below gives the operating results
of these services during the last three years:—

1962-63  1963-64  1964-65

(i) Olgcrating Revenue 15§7°09 169-27 142°53
s. in lakhs)
(ii) Operating Expenditure 18475 18472 172°79
(Rs. in lakhs)
(iii) Operating Profit/Loss . (—)27:66 (-—)15-45 (—)30°26
(Rs. in lakhs)
(iv) Load Factor 61:5%  70°9%  66°9%
V) Traffic carried :
Passengers 44,870 33,584 30,301
Mail (in tonnes) - 1,803 2,213 . 2,026
Cargo (in tonnes) 1,507 1,315 1,045
(vi) Type of aircraft used Viscount/ Viscount/ Viscount/
Skymaster Skymaster IS)kykmnsterf
akota

30. Since August, 1965, passengers are not carried on the
Night Air Mail Services. The circumstances leading to non-
carriage of passengers are mentioned below:—

1. A decision was taken by the Management early in
1955 to withdraw Dakotas from the Night Air
Mail Services on the basis of tests carried out to
assess the performance of the aircraft. The tes!
were carried out at the instance of the Court of
Enquiry which: enquired into certain accidents
to Dakota aircraft. The tests showed that exclu-
sive night operation of Dakota was not without
certain hazards and as such it was not considered
advisable to carry passengers. Skymaster air-
craft were, therefore, introduced on the Night Air
Mail Service with effect from November, 1955.

(2) In 1962-63 the loss of two Skymaster aircraft in
non-fatal accidents reduced the Skymaster fleet
to three. As a result, with effect from October,
1962, Viscounts were introduced on the Madras-.
Nagpur-Delhi sector while the Calcutta-Nagpur--
Bombay sector continued to be operated with-
Skymaster aircraft. Since the Viscounts have'
limited cargo capacity, the Corporation had to
operate Dakotas in parallel with the Viscount
flights to carry the mail and cargo.
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(3) The Corporation had to introduce flight time/
duty time limitations for pilots with effect from
the 1st April, 1965. This created a shortage of
pilots and the Corporation had to recruit a num-
ber of pilots with a certain minimum flying ex-
perience on an urgent basis. Most of these pilots
had to acquire night flying experience on Dakotas
to quality for command endorsement on transport
aircraft. For this purpose, Dakotas had to be
operated at night and this could be done only if
they were introduced on the Night Air Mail Ser-
vice. In these circumstances the Corporation de-
cided to use only Dakotas on the Night Air Mail
Service with effect from August, 1985. As passen-
gers could not be carried on Dakotas at night the
carriage of passengers on the Night Air Mail
Service was discontinued.

31. When asked as to why Dakotas were used inspite of
their unremunerative operations, the General Manager
stated that there was no choice in the matter. The future
possibility was that as soon as AVROs become available
these would replace the Dakotas in the Night Air Services
and it would be possible to carry passengers and cargo. The
Committee desired to know why the facility of the Night Air
Mail Services was confined to four cities only. It appeared
that neither the Posts and Telegraphs Departments had
made any request to extend these services to other cities
nor had the matter been examined by the Corporation. The
question of including Hyderabad on the route was examined
but the proposal was dropped because there were delays in
the operation of the Night Air Mail Service and the exten-
sion to Hyderabad would add to these delays.

32. The Committee regret to note that the Night Air Mail
Services operated at a heavy loss of Rs. 30.26 lakhs in 1964-
65. Apart from Dakotas, Viscounts and Skymasters were also
employed on the Night Air Mail Service. The load factor
achieved was 61.5 per cent, 70.9 per cent and 66.9 per cent
respectively during the last three years. The Committee
are not fully convinced that the losses were inevitable.

33. There have been complaints of lack of cooperation
between the Corporation and the postal authorities. Mails
have not been accepted on the plea of receipt at the last
minute. If these complaints are true, it is not surprising
that the load factor on the Night Air Mail Services has not
been higher. A proper liaison should be maintained with
the Postal authorities with a view to operate these services
with a higher load factor and bring in more revenue. When

Liaison
with
P&T
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the present Night Air Mail Services start showing profits,
the question of extending them to other cities should be
examined in consultation with the Postal Department.

G. Services with adjacent Countries

34. The operation of the following services with adjacent
countries has shown losses as indicated below: —

(Deficit in Rs. lakhs)

1962-63  1963-64  1964-65

Bombay-Karachi(Viscount) (=118 (—)3.93 (—)3-sT
Calcutta-Dacca (Friendship) . (=075 (—)0'56 (—)1-07
Delhi-Karachi (Viscount) . . (—)2-54 (—)4-41 (=)4-'31
Delhi-Lahore (Friendship/Dakota) (=175 (=)2.72 (—)3.85
Delhi-Kabul (Viscount/Dakota) (—)6:68 (—)o-87 (—)o 74
Calcutta-Rangoon (Viscount) , e o (=993 (=)5'37 (—)4°64

35. The Committee were informed that on some of these
routes there were international services which offered grea-
ter facilities for sale of certain bounded items free of duty.
The Corporation was not giving such facilities and this was
one of the reasons why passengers were attracted to go by
other airlines.

36. It was also stated that the Corporation had proposed
the discontinuance of the Delhi-Karachi Service in Febru-
ary, 1965. This was, however, considered to be inopportune
time to discontinue it and in the public interest the service
was continued. The service to Rangoon was seriously affect-
ted due to restrictions placed by the Burmese Government
and the requirement that the bookings should be made
through the Union of Burma Airways.

37. As regards reimbursement of losses to the Corpora-
tion, it was stated that the Civil Aviation Development
Fund was created with the excise duty on fuel and since
on international services the Corporation was not paying
any duty on fuel, these services were not eligible for sub-
sidy from the Fund. The General Manager stated that the
Corporation would like to discontinue some of the services.

38. The Corporation should explore the possibility of
operating its services profitaly by using an economic type
of aircraft, arranging proper timing and frequency and
resorting to greater sales promotion activities,. The Govern-
ment should also allow the Corporation on these routes the
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facilities that other international airlines enjoy. If the finan-

cial results do not improve even then the Corporation

should discontinue these services unless otherwise directed

33/ Government under Section 34 of the Air Corporations
ct, 1953.

H. Traffic Surveys

39. The Corporation has not carried out any organised
traffic survey so far to find out the traffic potential of any
particular area, except that an attempt was made some time
back to utilise the services of the National Council of Appli-
ed Economic Research for assessing the traffic potential in
Southern region and Saurashtra. During evidence the
General Manager stated that it had not been possible within
the resources available to set up an elaborate traffic survey
organisation. The setting up of a Sales Contract Organisa-
tion was mooted but not much progress could be made in
view of limited capacity and for want of trained staff. Ad
hoc studies were, however, carried out from time to time
and new routes were opened on the suggestions made by
the Central Advisory Committee of the Corporation, Travel
Agents Associations, Chambers of Commerce etc.

40. It is regrettable that the Corporation even after 13 Setting
years of existence has not set up any Organisation to con- Up &%
duct traffic surveys to judge the traffic potential of different °T9
areas of the country. The Corporation should establish a 33to®
system of market research and sales promotion to achieve o7
better results. Market

Surveys.

L Entry of Private Sector in Air Transport Industry v

41. Air Transgort has been included in Schedule ‘A’ in
the Industrial Policy Resolution, 1956. It provides as

follows: —

“In the first category {Schedule ‘A’) will be indus-
tries the future development of which will be the
exclusive responsibility of the State. All new
units in these industries, save where their estab-
lishment in the private sector has already been
approved, will be set up only by the State. This
does not preclude the expansion of the existing

rivately owned units, or the possibility of the

tate securing the co-operation of private enter-
prise in the establishment of new units when the
national interests so require. Railways and air
transport, arms and ammunition and atomic
energy will, however, be developed as Central
monopolies”.

42. In March, 1962, a Bill to amend the Air Corpora-
tions Act, 1953 was passed by Parliament empowering the
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Government to give permission to private operators to run
scheduled air transport services on routes where the LA.C.
and Air India were not operating. The Statement of
Objects and Reasons for the amendment stated:—

“Section 18 of the Act confers upon the two Corpora-
tions monopoly for operating scheduled trans-
port services. On certain routes, however,
neither of the two-Corporations is in a position
to provide a scheduled air transport service. It
has, therefore, become necessary in the public
interest to grant permission to private operators
to operate scheduled services on those routes
for a limited period. Section 18 is being amend-
ed to confer such power upon the Central Gov-
ernment”.

43. During the debate on the Bill in Lok Sabha on the
29th March, some Members raised the point that the amend-
ment was against the spirit of the Industrial Policy Reso-
lution. In reply, the Deputy Minister of Civil Aviation ob-
served: —

“Under the Industrial Policy Resolution our inten-
tion is to develop air transport as a monopoly
of Government. But, under the present condi-
tions, as we have not got sufficient economic
types of aircrafts which can operate services on
an economic basis, we have got to continue to
allow these four or five operators to serve those
areas where services are needed and necessary”.

44. The Corporation has stated that in 1962 they had
indicated to Government that the Corporation. would not
‘be interested to operate the following routes for the next
five years:—

. Patna/Muzaffarpur.
. Gorakhpur/Lucknow.
. Calcutta/Asansol.
. Bombay/Mithapur.
. Calcutta/Raipur.
Calcutta/Cooch-behar.
. Calcutta/Malda.
. Mohanbari/Along.
. Mohanbari/Passighat.
- Madras/Vijayawada/Nagarjunsagar|Hyderabad.
. Vizag/Raipur/Bilaspur|Jabalpur|Bhopal.
. Raipur/Nagpur/Bhopal.
. Bombay/Poona/Sholapur/Bidar.

Bombay/Nasik/Chalisgaon/Akola/Nagpur
/Ahmedabad/Bombay. /Nage

15. Madras/Vellore/Mysore/Calicut|Cochin,
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45. During evidence it was stated that the Corporation
would have no objection if the private operators were
allowed to operate on the above routes.

46. The Secretary to the Ministry when questioned
during evidence as to whether any permission had been
given to the private operators to operate scheduled ser-
vices, stated that the rules were promulgated in July 1965
only and under the rules an Advisory Committee was to
be set up. As soon as the composition of the Advisory
Committee was finalised, notice would be issued inviting
applications from those who wished to operate scheduled
services.

47. The Committee note that under the Industrial
Policy Resolution of 1956, air transport has to be develop-

gd_m:_;lm%g?}%ﬂﬁnuﬁtmw—mmly. From the state-
men e by the Deputy Minister of Civil Awviation in
Lok Sabha on the 29th March, 1962, it would appear that
the Air Corporations AcC amended to allow some
private operators to serve those areas where services were
necessary but where the Corporation could not operate its
services on economic basis. The intension obviously was that
permission to private operators to start scheduled services
would be given in exceptional cases and for all other routes
the Corporation would assume full responsibility for deve-
lopment. A perusal of the list of 15 routes mentioned earlier
indicates that with a suitable type of aircraft some of these
routes could be operated profitably. The Corporation should
undertake a fresh review of these routes and those which
have adequate traffic potential so as to make them remune-
rative in the near future, it should have them reserved for
itself. The remaining routes could be thrown open to the
private operators so that benefits of air travel become
available in these areas.

J. Opening of new Stations

48. According to the information supplied to the Esti-
mates Committee in 1956-57, the number of stations within
the network of the Corporation’s operations was 62 in that
year. The new stations opened since 1956-57 which are still
continuing are Baroda, Goa (Dabolim), Kandla, Madurai,
Vijaywada, Jamshedpur, Ranchi, Rourkela Port-Blair,
Allahabad, Kanpur and Udaipur. The stations which were
discontinued during the period are Dibrugarh, Gorakhpur,
Gwalior, Jodhpur, Pathankot Chittagong, Muzarffarpur,
Biratnagar, Bhairawa, Pokhra and Simra. The number of
stations as on 1-3-1966 was 61.

&
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49. Services to Indore and Chandigarh are likely to com-
mence from 1.5.1966. Seasonal services to Phoolbagh and
Kulu are likely to be resumed. Services to Lahore, Karachi
and Dacca which were suspended due to the emergency are
also likely to the resumed. If these stations are taken into
consideration, the total number would be 68.

50. It would thus be seen that the progress made in
opening new stations has been far from satisfactory. In
fact more stations have been closed than opened, while it
was expected that the Corporation would bring more sta-
tions within its network. The Committee hope that ex-
pansion of routes will be wundertaken early and efforts
made to connect new stations which have a potential for
traffic growth and profitable operation of services.

K. Feeder Routes

51. The Corporation proposes to operate the following
new ‘Feeder Routes’ during the Fourth Five Year Plan
period provided it is in a position to acquire suitable air-
craft for these routes:—

(a) Punjab . . Services connectingChandigarh

Ferozepur, Amritsar, Ambala
and Jullunder.

(b) Rajasthan . Services connecting  Jaipur,
Bikaner, Jodhpur, Jaisalmer
Udaipur, Kotah,

(c) Maharashtra . . . . Services connecting Bombay,
Nagpur, Poong, Nasik,
Aurangabad, Sholapur and
Kolhapur.

(d) Mysore . . . . Services connecting Bangalore,
Mysore, Mangalore Hubli,
Belgaum, Hospet and Badami

52. A turbo-prop aircraft, with a capacity of 25 to 30
seats, is expected to be used on these short sector routes.
These are low density routes and the Corporation hopes to
operate them as promotional ventures with subsidy from
the Civil Aviation Development Fund.
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OPERATIONS

A. Fleet

53. The fleet position of the Corporation during the-
last five years has been as follows:—

As on As on Ason As on As on
31-3-1961 31-3-1962 31-3-1963 31-3-1964 31-3-1965

Dakotas . . 54 45 43 38 16
Friendships 5 10 10 10
Skymasters . S ] 3 3 3
Viscounts 10 13 13 12 12
Caravelles . . .. .. 3 4

ToraL . . 69 68 69 66 65
(i) Dakotas

54. In the Annual Report of the Corporation for the-
year 1963-64, it has been stated that:—

“Dakota operation in India has been a costly affair
since the last several years due to the limited.
capacity of the aircraft, slow speed, scarcity of
spare parts and high cost of fuel. The economics
have now completely collapsed with the
enormous increase of fuel duties and the up-
ward revision of landing charges. These opera-
Xoll:fn still account for 19 per cent of the total

tkm”.

55. The Corporation suffered operating loss on its.
Dakota services-during the last three years as indicated
below: —

(Rs, in lakhs)
Year Operating Assessed  Deficit
cost Revenue
1962-63 . . . . . . 549°00 392:66 156° 34
1963-64 . . . . 459°75  302°Bo 156°95
1964-65 . . . . . . 465°93 295°01 170°92.

19



Delay in
replace-
ment of
-Dakotas,

20

56. As early as 1956-57, the Estimates Committee had
Tecommended that the question of replacement of Dakotas
should be examined. When asked whether the Corpora-
tion had drawn up any plan for such replacement, it has
been stated that early in 1959, when Projects for the Third
Five Year Plan were drawn up, a provision was suggested
for acquiring 30 twin-engined turbo-prop aircraft to re-
place passenger Dakotas on regional routes. While the
allocation in the Third Five Year Plan period was still
under discussion approval to the purchase of five Friend-
ship aircraft was given as a first step in the Dakota re-
placement programme. These five Friendships were re-
ceived in 1961. In the same year a further five Friendships
were ordered to make up a fleet of 10 aircraft. These were
received between November, 1962 and March, 1963. The
AVRO project was taken up by Ministry of Defence in
1959. Due to foreign exchange difficulties and in order to
patronise Indian product the Corporation decided to go in
for this aircraft to replace the Dakotas.

57. The Corporation had agreed to take fifteen AVRO-
748 and the delivery was scheduled as follows: —

1966 5
1967 6
1968 4

58. The Committee were informed that according to the
present programme and contingent on the availability of
AVROs, the entire Dakota Fleet of the Corporation now
consisting of 33 aircraft would retire by 1968.

59. The Committee regret to note that although the
need for replacement of Dakotas was felt several years
back, the progress made in their replacement has been
very slow. The Corporation acquired 10 Friendship air-
craft during the years 1961-62 and 1962-63. Thereafter the
Corporation went in for the Caravelles for its trunk routes
and waited for the availability of the AVRO for deploying
on the regional routes. The number of AVRO aircraft to
be made available to the Corporation was inadequate to
meet its requirements. The delay in the manufacture of
AVRO should also have been anticipated by the Corpora-
tion in 1963. The Corporation should have continued gra-
dual addition to its fleet, preferably by Friendship which
was already on its services, and which it intends to continue
to deploy-instead of incurring heavy losses year by year
through the use of Dakotas.

(i) AVRO-748

60. During evidence, it was stated that the AVRO-748
Series II, now being manufactured at Kanpur, had been
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tested by them last year for about 1} months and had
come up to their expectations from the point of view of
fuel consumption and performance under varying condi-
tions. However, the aircraft was not with the Corporation
long enough to know the manhours required for over-
hauling, repairs etc. Each AVRO-748 was expected to cost
Rs. 41 lakhs, out of which Rs. 33 lakhs would constitute
the foreign exchange component. Although five aircraft
were promised in 1966, the delivery was likely to be
delayed.

61. Reference has been made earlier to the enormous
losses incurred in the Dakota operations. In 1964-65 this
loss amounted to Rs. 170.92 lakhs. An improvement in the
financial results of the Corporation is thus dependent
primarily on the availability of the AVRO aircraft. The
Ministry of Defence should take all possible steps in in-
crease #ze rate of production of this aircraft. However, if
the production programme of AVRO is being much delayed,
the Corporation should make additions to its fleet by further
purchasing any one type of the aircraft already in its service
so as to replace some of the Dakotas.

(iii) Caravelles

62. The Caravelles were introduced on the trunk routes
with effect from the 1st February, 1964. The Corporation
had acquired 6 Caravelles, but unfortunately one of these
while operating a scheduled passenger service from Cal-
cutta to Delhi, undershot the runway at Palam airport
on the 15th February, 1966 and was completely burnt.

(iv) Viscounts

63. The Corporation has a fleet of 12 Viscounts, These
were introduced into the Corporation’s service in 1957-58.
The Viscount operations have so far been generally re-
munerative. The Corporation has stated that by 1967-68
these aircraft would have completed their normal life and
would be sold abroad. It is believed that the buyers might
use them for charters or re-work them for use again.

64. It has been estimated by the Corporation that
during the Fourth Five Year Plan it would require 7 air-
craft to replace the Viscounts and Skymasters. It follows
that these replacements would necessitate heavy invest-
ment. Considering the need to expand more routes and
services and also the limited funds that will be available
during the Fourth Five Year Plan period, the Corporation
should concentrate on expansion and use the existing fleet.
until its operations continue to be safe and remuneration.
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{v) Friendships

65. The Corporation has a fleet of 10 Friendship aircraft,
with a seating capacity of 36 persons. The Friendships
were introduced into the Corporation’s service in 1961-62
and are mostly operated on regional routes. In the An-
nual Report of the Corporation for the year 1963-64, it was
stated that the result of Friendship operations were margi-
nal because the general rise in operating costs coupled with
the change-over to short-haul sectors did not bring in a
substantial surplus. In the Annual Report for 1964-65, it

;vas stated that the Friendships had been operated at a
0SS,

66. The Committee also discussed during evidence the
reasons for such losses. It was stated that the losses were
due to drop in utilisation, lower load factor and operation
on short sectors. However, with higher utilisation, the

Corporation was hopeful of making the Friendship services
remunerative.

67. The Corporation began its Friendship operations in
1961-62 and expects to continue to operate it in future as
the basic aircraft for the regional routes. This aircraft is
regarded as an economic and efficient ome. There is no
reason why its operations should have lately resulted in
losses. As soon as the Corporation had became aware of
the adverse results of its operations it should have taken
remedial steps instead of waiting to do so in future. The
Corporation should immediately take the necessary steps
in this direction and so arrange the route pattern of the
Friendship as to make them remunerative.

B. Standardisation of Fleet

68. At present the Corporation has in use the following
types of aircraft:—

(i) Boeings on Charter from Air India (services sus-
pended consequent on loss of one Air India’s
aircraft in a crash near Geneva on 24-1-1966).

(ii) Caravelles.

(iii) Friendships.
(iv) Viscounts.
(v) Skymasters.

(vi) Dakotas.

69. During the Fourth Five Year Plan period the Cor-
poration hopes to replace the Dakotas, Skymasters and Vis-
counts. These are expected to be replaced by three other
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types viz., one of the Second generation jets for trunk and
high density routes, AVRO’s for regional routes and a
turbo-prop with a capacity of 25 to 30 seats for short sec-
tors. Thus in the future set up the deployment of various
types of aircraft will be as follows: —

(i) Boeings—The growth of traffic on the Golden
Triangle viz. Delhi-Calcutta-Bombay is at a rate which
would justify operations with a Boeing. The Corporation
has, therefore, planned that these routes should be operat-
ed by a Boeing either by purchase of one from Air India

or by charter*.
(ii) Caravelles.—For the trunk routes and high density

routes.

(iii) A second generation jet—For the trunk routes
and high density routes. Five such aircraft may be pur-
chased during the Fourth Plan period seating capacity

80 persons.

(iv) Friendship—For regional routes: seating capa-
city 36 persons.

(v) AVRO.—For regional routes: Fifteen such aircraft
may be added during the Fourth Plan: seating capacity
40 persons.

(vi) A Turbo-prop—For short sectors and feeder
routes; seating capacity 25 to 30 persons; 15 such aircraft
may be added. Nord-262 is one of the aircraft being con-
sidered for the purpose.

70. The Committee desired to know whether multipli-
city of types of aircraft would not create problems con-
nected with their maintenance, overhaul and operation and
consequently add to the expenses. The General Manager
agreed with this and added that the Corporation aimed at
ultimately having 3 types of aircraft for its operations.

71. According to the present plans, the Corporation will
continue to operate six types of aircraft. The introduction
of AVRO for regional routes and a turbo-prop for short
sectors and feeder routes seems to be necessary. The Com-
mittee would, however, like it to be eramined whether
the introduction of Boeings and a second generation jet
will actually lead to speed, efficiency and economy and
compensate for the added costs which would result in
maintenance and operation of two more types of aircraft
and that too with a small fleet of each type. The Commit-
tee are of the view that it is not necessary according to the
route pattern and limited fleet of the Corporation to
employ six types of aircraft in its service. These should
be reduced the minimum.

*At the time of factual verification, the Ministry of Transport
and Aviation informed that the Corporation now proposed to
operate the golden triangle route with Caravelle until a bigger
aircraft can be acquired.
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C. Aircraft Utilisation

72. The table below shows the aircraft utilisation per
annum during the years 1954-55 to 19864-65:—

All
Atzger:ge
Year Caravelle Viscount Skymaster Friendship Dakota pe:r af":ir-
per
annumn
1 2 3 4 5 6
1954-55 e 1,010 1,371 1378
1955-56 1,680 1,416 1405
1956-57 .. 2,432 1,400 1442
1957-58 2,447 2,574 1,392 1335
1958-59 2,478 1,426 1,506 1526
1959-60 2,633 2,196 1,441 1605
1960-61 . 2,545 2,473 . 1,569 1729
1961-62 2,582 2,564 2,086 1,444 1717
1962-63 2,655 2,436 2,200 1,739 1991
1963-64 2,313 2,451 2,309 2,301 1,340 1763
1964-65 2,470 2,535 1,754 2,016 1,541 1880

73. It is seen from the above that there has been a
decline in utilisation of Skymaster and Friendship aircraft
in 1964-65 over 1963-64. In the beginning of the year 1962-
63, the Corporation had 5 Skymasters, but two were lost
during that year. This reduced the utilisation in 1963-64.
A further reduction occurred in 1964-65 as Dakotas and
Viscounts were introduced for the Night Air Mail on some
of the sectors. The Friendship utilisation dropped in 1964-
65 as these aircraft were directed towards short sectors.
Another reason was that on the 15th October, 1964 one
aircraft was extensively demaged due to improper take off
at Madras. This aircraft was grounded for major repairs.

Low wtili- 74, Prom the figures given above, the utilisation of
sation of Friendship aircraft works out to 5 hours 31 minutes per
Friend- day in 1964-65 as against 6 hours 18 minutes in 1963-64.
ship, Even al]lowing some margin for the low utilisation due to
operation on some short sectors, the utilisation is low and
should not have gone down to this extent. Reference has
been made in para 65 of this Report about the losses in-
curred on Friendship operations. As this is a new type of
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aircraft and also capable o i{ operating remuneratively, its
utilisation ought to be highe

D. Cost of aircraft and other projects during the various
Plan periods

75. The requirements of the Corporation during the
Fourth Five Year Plan period are given below together
with the actual expenditure incurred during the First and
Second Five Year Plan periods and those proposed during
the Third and Fourth Five Year Plan periods under broad
categories: —

(Rs. in crores)

First Second Third Fourth
Plan Plan Plan Plan
Scheme gActual) (Actual) (Proposed) (Provision)
1950-51/ 1956-57/ 1961-62/ 1966-67/

1955-56) 1960-61  1965-66  1970-71

1 2 3 4 5

Purchase of aircraft . . 2°98 6:29 11°5§ 44° 30

Workshop expansion and other
Misc. items of capital ex-

penditure . . 072 1°28 095 1-80
Redemption of debenture
Compensation bonds, rcpaymem

of borrowings, ctc. 1-08 2:65
Buildings . . . 0°06 0°30 0°$0 0'42
Steff Quarters . . . . .. 2°00 3-00
Cash losses loans - . 276 5-89

Torav : . . 7:6Q 16+ 41 1§°00 49" 52
E. Accidents

76. The table below indicates the accidents to the Cor-
poration’s aircraft resulting in fatalities:—

No. of fatal Fatalities

Year accidents

1 2 3
1956-57 . . . . . . . . 3 28
1957-58 . . . . 3 s

1958-59 . . . . . . . . 4 27
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1 2 3
1959-60 . . . . 1 13
1960-61
1961-62
1962-63 . . . . . . . . I 1
1963-64 . . . . 2 47
1964-65

77. In this connection the Committee drew attention to
the following observations from the Reports of the Court
of Investigation which examined the accidents dated
3-6-1963 and 11-9-1963: —

“The manner in which the overhauling and repairs
are carried out leaves much to be desired be-
cause it has been noticed that there was not that
meticulous adherence to detail as would guaran-
tee the complete airworthiness of the aircraft.”

“The manner in which the through flight check of
the Night Air Mail aircraft is carried out at
Nagpur surprised me not a little. The check is
carried out so hurriedly and in such a perfunc-
tory manner that it cannot serve any useful pur-
pose. Indeed in my view it cannot be considered
a check at all.”

78. Th General Manager stated in evidence that they
were giving a serious thought to these matters and were
trying to improve their technical, maintenance and over-
haul facilities and reorganise the engineering set up with
particular attention to quality control and maintenance.

79. Recently there have been two accidents one on Tth
February, 1966 near Banihal Pass in which a Friendship
aircraft was lost with 33 passengers and a crew of 4, the
other on 15th February 1966 in which a Caravele was com-
pletely burnt at the runway at Palam airport. In this case
all the passengers and crew were evacuated, but one passen-
ger succumbed to injuries later in hospital. It is probable
that adequate steps are not being taken to maintain the ne-
cessTy sa?ety standards or the crew is becoming complacent.
If proper arrangements are made for overhaul and repairs,
flight checks, communication of aeronautical information,
weather reports, exchange of information on snags, mal-

. !
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functioning etc., it should be possible to eliminate acci-
dents. The Management of the Corporation as also the
Government should pay particular attention to these as-
pects and ensure highest standards of passenger safety,
airworthiness of the aircraft and operational efficiency of
the staff on the ground as also of the air crew.



v
TRAFFIC

A. Volume of Traffic

80. A statement showing the scheduled air services
operated by the Indian Airlines Corporation as on 1st
March, 1966 is at Appendix I. The table below gives the
figures of passengers and Mail carried by the Corporation
during the years 1954-55 to 1964-65:—

Revenue Mail

Year passengers  carried

carried (Tonnes)
1954-55 . . . 477,583 4,732
1955-56 500,363 5,074
1956-57 . . . . . . 571,106 $;306
1957-58 599,573 5:249
1958-59 . . 653,494 5,554
1959 -60 703,013 5,950
1960-61 . . . 787,187 6,107
1961-62 . . . . . 880,882 6,708
1962-63 . . . . . . 906,546 7,106
1963-64 1,047,592 8,169
1964-65

1,235,310 8,869

B. Load Factor

81. The capacity produced, i.e. Available Tonne Kilo-
metres (Atkm), the capacity utilised, i.e. the Revenue

28
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“Tonne Kilometres (Rtkin) and the overall Load Factor
sinte 1964-55 were as follows:—

i

Percentage Revenue  Peroentage  Overall
, Load

Year p?ottli‘:loed in%t:;:e Emetml inc?;:: Factor
previous per- previous
- year formed year
S S SR TP s 6
- (in millions) . (in millions)
1954-55 75-942 v 52962 697
"‘195_5-56 ‘ 84346 1z 59°815 134 70°6
Y956-87 90° 115 68 62-007 42 688
;1957-58 - 93183 34, 65-396 5's 702
1958-59 104°773 12°4° 74012 13°2 70°6
1959-60 110°979 5'9 78485 6-0 707
1960-61 113-050‘ 19 83199 6.0 7346
1961-62 120:792 6-8 87-424 §:0 72°4
196263 .136~o77 12+7 98-193 12°3 72°2
'$963-64 < 13573 (=7 94329 (=39 69-8
697

1964-65 . 156-970 16°1 109356 15°9

. 82. It would be seen from the table above that the high-
sest load factor achieved was 73.6 per cent in 1960-61 but
‘there after there has beén a decline year by year. This
indicates that while the capacity produced has increased
during these years, the traffic carried has not increased in
the same proportion.

83, The decrease in load factor in the years 1963-64 and
1964-65 is stated to be due to the following factors: —

(i) Introduction of large type of aircraft like Cara-
velle.

(ii) Increase in capacity on certain routes cannot be
fully used up in the very year in which it is
- increased. :

. 84, The Corporation’s view is that if around the year
the average load factor exceeds 65 per cent, it indicates
that on high density sectors, on most of the days, there
must have been large wait-list of passengers. In its future
fleet equipment programme, therefore, the Corporation
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has planned its capacity provision on the basis of load fac-
tors ranging from 60 per cent to 70 per cent depending on
the route. Even these are considered very high and would
result in unsatisfied demand during certain periods om
certain routes.

85. From what has been stated above the Corporation’s
load factor around 70 per cent over the last decade can be
considered as very satisfactory. But this also indicates
that along with the increase in load there has been a cor-
responding rise in the demand for seats which has consi-
derably remained unsatisfied all these years. This was also
admitted during evidence and is borne out by the ever long
waiting lists in the Corporation’s booking offices, whic
causes great inconvenience to numerous passengers who are
unable to get seats or travel at short notice. As the Cor-
poration has a monopoly of air services within the country,
the management must constantly endeavour to meet the re-
quirements of the travelling public to the maxrimum extent
throughout the year. \

C. Growth of Capacity

86. From the figures of capacity produced and capacity
utilised, the annual rate of growth during the years 1861-
62 to 1964-65 works out to 7.7 per cent. The General
Manager stated in evidence that the capacity growth of
7 to 9 per cent was normal. In a note furnished to the
Committee, it is stated that the growth of traffic on I.A.C.’s
route structure varies. widely between the trunk routes
and the regional routes. The actual growth rate and the
g’ie assumed for the Fourth Five Year Plan are indicated

oW:—

Actual rate Rate of
of growth

assumed’
for the
Fourth
Plan
() TrunkRoutes . . . . . 14.6% 15%.
(#) High Density Routes e e . 1Z33% 12.5%.
(#55) Average Density Regional Routes . . 9°95% 10%

(¢v) Low Density Regional Routes . . . 5.0 4% 5%
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D. Traffic Revenue

_ 87. The traffic revenue earned during the last few years
has been as follows:—

1960-61  1961-62 1962-63 1963-64 1964-65

(Rs. in lakhs)
(a) Passengers 903°10 1C56°97 1152°52 1454°77 1742°S1
(b) Excess Baggage 17°04 17°96 1764 2168 27°9S
(¢) Mail . . 113°90 124°99 115°14 161°72 16718
(d) Freight . 17528 189:43 20030 216°41 202°54
(e) Charters . 59°78 46°83 161706 24°22 29°38

126907 143618 1646°66 1878:80 2169°56

88. There has been a progressive increase in the traffic
revenue which is due to increase in traffic carried as also
in fares and freight rates. As regards fares and freight
rates, there has been upward revision since nationalisation
from time to time as indicated below:—

(i) On the 15th July, 1955 there was a partial revi-
sion of fares and freight rates.

(ii) With effect from 15th June, 1958, fares were in-
creased.

(iii) With effect from September/October, 1961 pas-
senger fares were upgraded by approximately
10 per cent in the case of Viscounts, Night Air-
mail Services and Friendships, and by 5 per cent
in Dakota services (except in Assam, Manipur
and Tripura).

(iv) With effect from 1st June, 1963 there was an in-
crease in passenger fares by 7¢ per cent in the
case of trunk routes and 5 per cent in respect
of regional routes (excepting Calcutta-Agartala-
Khowai-Kamalpur-Kailashahar).

E. Transport of Domestic Passengers on Air India’s Boeing
89. At present Air India does mot normally carry fare Division

paying passengers or domestic cargo on their services with- °f passen-
in India. The result is that its spare capacity to the extent 9ers who
of 50 per cent goes unutilised. With a.view to utilisation 7€ Un-
of this capacity, as also for the convenience of the travel. 2ble to
ling public, the Committee have, in their report on the 9€t seats
working of Air India, recommended that an arrangement °» TAC
should be made whereby passengers unable to get seats on flights
I.A.C’s services are as a matter of course diverted to Air O Alr

India’s Boeing. It is also envisoged that I.A.C. would get Nl
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50 per cent share of the revenue from the traffic so d.ivert_ed
to Air India. This arrangement which will be beneficial
to the travelling public and the two air corporations should
be reached immediately, failing which Government might
examine the question of issuing a directive.

F. Cargo Traffic

90. The table below shows the cargo carried during
the years 1954-55 to 1964-65:—

Cargo .

Year Carried -
(Tonnes)

1954-55 51,064
1955-56 . . 54,722
1956-57 . ' 50,999
1957-58 44,917
1958-59 . . . 50,778
1959-60 . . . . . 46,781
1960-61 . R 43,187
'1961-62 36,688
1962-63 36,888
1963-64 30,713
1964-65 24,532

91. Tt is seen that from 1859-60 onwards there has been
a gradual decline in the cargo trafic. From the informa-
tion supplied to the Committee during their Calcutta tour in
July 1965, it is noticed that out of the total cargo traffic,
the cargo carried within the Calcutta Area (mainly bet-
ween Calcutta and Assam regions) was 24816 tonnes in
1962-63 and 20347 tonnes in 1963-64. This indicates that

the total air cargo carried in the rest of the country is very
low.

92. The Corporation has stated that the drop in air

freighting from year to year has been due to the follow-
ing reasotis: —

(i) Better surface transport facilities in the eastern

region where the bulk of the freight traffic is
carried.

(ii) Uneconomical nature of Dakota operations and

. lack of incentive to the Corporation to expand
such losing operations; '

(iii) Increase in Freight rates necessitated by the in-
creased operational costs} : '

(iv) Lack of space on modern turbo-prop and jet air-
craft used by the Corporation.
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‘93, The Corporation has further stated that till lately
it had deen’ contentrating on providing increased capacity
for g:ss’enge_r traffic. Since the demand for passenger tra-
ffic had been continuously far ahead of the supply and be-
c¢ause of the non-availability of foreign exchange to the
extent required, the Corporation could not expand its fleet
at the required pace. In order to develop cargo traffic,
the Corporation however groposes to put such types of
aircraft on its routes which would be having more cargo
«capacity e.g., on the golden traingle route Bombay/Delhi/
Calcutta it was proposed to operate Boeing which would
provide more capacity for freight, postal mails, newspapers
etc. Similarly, Viscount which has a very limited capacity
would be replaced by a type of aircraft which would pro-
vide greater capacity for freight and mails. Further,
Dakotas when replaced by AVROS 748 would provide 2i
times more cargo capacity.

94. During evidence it was stated that in the Friendship,
Viscount and Caravelle there was limitation of cargo capa-
city. So far cargo traffic was mainly undertaken in the
eastern region, but this traffic had declined with the im-
proyement of communication facilities in that region. On
an average, the Corpoartion operated 161 freighter services
in a month to Agartala, Gauhati, Silchar/Imphal. As these
services were maintained with Dakota aircraft whose ope-
ration was unremunerative the Corporation did not encou-
rage more cargo as that would have meant further losses.

95. In this connection it may be pointed out that the
then General Manager of the Corporation, in his evidence
given before the Estimates Committee in 1961, admitted
that if a proper search was made, there would be enough
of cargo. He gave the Committee to understand that on
behalf of the Corporation the National Council of Applied
Economic Research was conducting a survey in South India
and the intention was that in due course of time it would
be possible to run a number of pure cargo services covering
the whole country. The expectations of the Corporation
have not materialised as is evident from the quantity of
cargo carried during the last three years. The quantity
has in fact declined and in 1964-65 it was even less than
50 per cent of the cargo carried in 1958-59.

96. The Committee regret to note that there has been
decline in the cargo traffic from year to year. If the cargo
traffic in the eastern region is excluded, the balance of
cargo carried in the rest of the country would be meagre.
It seems that in the past whenever additional capacity was
planned on the trunk routes and the regional routes, no
conscious effort was made for developing cargo traffic in the
country or Yo acquire the right type of aircraft for the
purpose. The Corporation also does not want to publicise
the advantages of transport of cargo by air and to create

Intro-
duction
of pure
cargo
gervices
suggest-
ed.



34

a market for it. With the present approach of the Corpo--
ration of shunning or only waiting for business to come,.
it is not surprising that this important source of traffic reve-
nue has remained neglected and declined and the available
capacity has also remained unutilised to some extent. The
Committee expect that in the Fourth Five Year Plan period
there would be a planned growth of passenger,! mail and
cargo traffic and it would also be possible to introduce pure
cargo services covering the country.

G. Delay in Flights

97. The table below gives the number of delays to the:
Corporation’s passemger services exceeding 30 minutes:
during the last 3 years:—

Total Total  Percent-

Year Scheduled No. of age of
passenger delays (3) to(2)
services.

1 2 3 4
1962-63 . . . . . 34,706 4786 14%.
1963-64 . . . . 34,122 5771 16°9%.

1964-65 . . . . . 38,099 7349 19%

98. The break up of reasons for delay during the year
1964-65 is as follows:—

No. of delays above

30 minutes,

Bui weather. . . . : . . . . . 1296
Bngineering . . . . B . . . 1632
Traffic . . . . . . . . 346
Operations . . . . . . . 520
Connections . . . . . . . 3277
Others . . . . . . . . 278

‘ TOTAL . . . 7349

100: It would be seen from the above that there has
been a rising trend in the number of delays from 14 per
cent in 1962-63 to 19 per cent in 1964-65.
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101. The representatives of the Corporation stated that.
the delays in Caravelle services were due to non-availability
of a stand-by aircraft. The delays in other services were
partly due to engineering. It was stated that operations
had been extended to smaller stations where adequate faci-
lities were not available. ‘

102. These reasons were not convincing. The Committee
subsequently discussed this question with the Secretary,
the Ministry of Civil Aviation whose opinion is summed
up below:—

(i) The Corporation acquired two new types of air-
craft, i.e. Carvelles and Friendships, during the
the last five years and it took time for the engi-
neers to familiarise themselves, remove snags
and maintain these aircraft.

(ii) Due to change in the pattern of operations, stores
had to be transferred from one place to another:
and this took time.

(iii) Certain parts of the Rolls Royce engines fitted in
Viscounts were giving trouble. These matters
had been discussed with the manufacturers and’
it was now proposed to carry out the modifica-
tions suggested by them.

(iv) Sometimes due to rainfall (especially in Cal-
cutta) the traffic was held up and the crew and
passengers were delayed.

(v) The efficiency of the engineering organisation:
had gone down because promotions had been:
made in the Department without regard for the
academic qualifications.

103. The Ministry's representative admitted that there
was lack of planning and the increase in delays showed’
that there was something wrong somewhere. The Govern-
ment had appointed two Committees—one to go into the
question of delays and the other for engineering matters.
These Committees had recommended a drastic reorganisa-
tion of the engineering set up, which was now engaging
the attention of the Corporation. As regards comparison
with foreign airlines, the Secretary of the Ministry stated
that and large the punctuality rate of IAC was better
than that of other airlines.

104. The reasons advanced for the delays are unsatis- Investi--
factory. Many of the delays were avoidable or could have gation of*
been reduced and of one such delay the Committee had delays
some experience. There is an impression amongst the in
people that delays in 1.A.C’s flights are a normal feature flights.
and much of it is due to bad organisation and lack of spirit
of service. Such impressions are strengthened when reports
appear in the press quite frequently about services being’
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delayed or even cancelled because the crew did not turn up
in time or did not take off an account .of minor staff griev-
ances. The Commiittee would like to emphasise that the
reputation and reliebility of the Corporation depends con-
siderably on its punctuality of service. The Corporation
must always be conscious that delays in flights cause .con-
siderable inconvenience to the public and lower its utility as
a fast carrier. All cases of engineering, traffic and opera-
tional delays and avoidable cases of weather delays must
be looked into by a senior officer. In case of default the
responsibility should be speedily fired and the offénder
punished. The Management should not be lenient in this
matter and should lay greater emphasis on discipline amon
the officers and sta(P"so das to improve its reputation an
create & better understanding of its working.

H. Cancellution ‘Chargeés

105. The table below gives thé rates of cancellation
charges prior to August 1983 and those effective from 1st
August 1963: — ‘

Rate of cancella- Rate of Cancel-

tion charges prior lation charges

to August 1963, from 1st Aug,
1963

-1, Iftheticketis cancelled 48 hours before Value of ticket Value of ticket

time of departure, less Rs. 4/- is less Rs. 4/- is
refunded refunded.
2. ifvicket is cancelled less than 48 hours 50 109,
before time of departure.
4. Less than 24 houts but more thun 12 10% 259
hours.
4. Less than' 12 hours but more than 25% 50%

15 minutesin the case of jnternal and
45 minutesin the case of international
services.

106. It would thus be seen from the above that under
the revised Rules effective from the-1st August, 1963, the
cancellation charges were increased from § per cent to 10
per cent, from 10 per cent to 25 per cent and from 25 per
cent to 50 per cent depending upon the time of.cancella-
tion of tickets. - -

107. The Corporation has stated that in order to mini-
mise -frivolous bookings, including the difficulty experiene-
ed by genuine customers in finding seats, it became neces-
sary to revise the cancellation charges. The General
Manager stated that the Corporation proposed to provide
enough capacity for passengers soon and this- would mini-
mise frivolous bookings. At that stage the question :of

,reducing- cancellation charges could be considered. .
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108. The amount received hy the Corpoartion hy way of
cancellation charges during the years 1962-63 to 1064-65
was as follows: —

(Rs. in lakhs) T
1962-63 12.86
1963-64 17:53
1964-65 21.24

109. In this connection attention was drawn to the pro-
vision for waiving of cancellation charges in cases where a
journey could not be performed for reasons beyond the
control of passenger. Such contingency, however, arose
in rare cases. The Committeg also understand that the
cancellation charges levied by some of the leading domes-
tic carriers of other countries are 25 per cent. Most carriers
do noe(t1 levy cancellation charges and if they do, these are
waived.

110. The Committee gre not convinced that there is a Review
case for lewy of cancellation charges to the extent of 50 of cancel—
per cent. The main reason for this upward revision was lation
frivolous booking by some persons. In that case genuine charges
‘passengaers who for one reason or the other are not uovle suggest-
to perﬁn'm the journey after the tickets are purchased ed.
should not be penalised so heavily. The provision for
waiving of charges in suitable cases is glso cumbersome
because it creates problem of verification of genuineness
of each case. There is a case for liberalisation of this pro-
cedure. The cancellation rates should be reduced syitably.

1. Priority Seats

111, The number of ‘Priority Seats’ held by Central
Governiment/State Governments and Army Headquarters
on the various flights of the Corporation is as follows: —

$Seats held by Central Government (DGCA) . . 14
Seats held by State Governments . . . . 43
Seats held by Army Headquarters. . . . 81

TOTAL . . . 138

112. The Committee desired to know whether there was
any loss of revenue on account of Priority Seats remain-
ing unutilised because neither the Government used them
nor the Corporation could subsequently sell them. It has
been stated that on sectors on which there is adequate
capacity the holding of such seats would not normally
affect the public. On sectors where a large waiting list
is not uncommon, Priority seats released are promptly
utilised for passengers on the waliting list. The Corpora-
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tion, however, feels handicapped as the general public has
to be kept waiting till the release of priority seats and
this is a source of irritation to them.

113. The Committee feel that while the holding of cer-
tain number of Priority Seats is necessary in the interest
of Government business, they consider that the Corpora-
tion should not also be unduly handicapped by holding
over of too many seats. They would, therefore, suggest
a review of Priority Seats from time to time with a visw
to reduce them to the minimum and also to advance the
time for the release of the unrequired seats.

J. Reservation procedure

114. There is a general feeling among the travelling
public that one of the major failings of the Corporation in
their service to the public is their reservation organisa-
tion. It has been represented to the Committee by a
Chamber of Commerce that there are few check systems,
such as for duplicate bookings, Pre-flight checking of re-
servation lists, or flight watching for connecting passeng-
ers. This results in a number of duplicate bookings and
unwanted space, not being released due to missed connec-
tions. Rl '

115, When asked during evidence as to what remedial
measures the Corporation proposed to take to put the
Reservation Organisation on a more sound and systematic
footing, the General Manager stated that they were taking
various steps in this regard. The Corporation proposed to
instal shortly electrically operated indicator Boards at
suitable places in the booking offices at Delhi, Bombay,
Calcutta and Madras. The Board would indicate the posi-
tion of 15 services for a period of 15 days. Further, in-
structions would be issued that in the case of Members
of Parliament, reservations should be accepted over tele-
phone. The possibility of opening a counter in Parliament
House for reservation of seats for Members of Parliament
was also promised.

116. The various measures proposed are in the right
direction. The system of sector allocation of seats should
also be improved to ensure the optimum utilisation of the
available sceats. Besides efforts are needed on the part of
the Corporation to raise its image in the eyes of the tra-
velling public by courteous handling of the passengers at
the Reservation Counters etc.

K. Teleprinter Circuits

117. Messages regarding reservations are routed on
teleprinter and wireless telegraph channels. Occasional
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use is also being made of tele_cgmmunication channels of
the DGCA for sending reservation messages. At present
the following 12 stations are connected by Teleprinter
Circuits: —

. Delhi

Bombay

. Calcutta

Madras

Srinagar

Varanasi

Nagpur

. Hyderabad ..
9. Ahmedabad

10. Gauhati .
11. Bangalore

12. Cochin

I R O N

118. A Committee which was set up to study the re-
«quirements of the Corporation for extra teleprinter cir-
cuits, has recommended that the following stations might
ibe connected with the teleprinter net work:—

Agra

. Jaipur
Jammu

. Aurangabad
Mangalore
Goa

Rajkot
Bagdogra

. Coimbatore
Madurai
Trivandrum

OOk Wb

—

119. The Committee were informed during evidence
that the question of providing 11 more teleprinter cir-
cuits plus national telex linking Bombay, Calcutta, Delhi,
Madras, Bangalore and Hyderabad had been taken up
with the Posts and Telegraphs Department. The cost in-
‘volved was Rs. 1,38,200 recurring and Rs. 2,920 non-recur-
ring in the case of teleprinters and Rs. 3 lakhs for telex.
The Corporation has stated that due to the bottleneck in
the teleprinter machines which were in short supply it
had not been possible to connect all the important stations
with teleprinters.
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120, Complaints regarding delays in confirmation of
reservations required from out stations are quite
frequent. The g’orrporati(m should, therefore, have an
efficient system of communication. It should be accorded
priority for obtaining additional teleprinter circuits so as
to link all important stations in the country which are
connected by scheduled air services. In the meantime, in-
creasing use should be made of the wireless telegraph and
telecommunication channels gvailable with the Posts and
Telegraphs Department and the Director Genergl of Civil
Aviation for arranging reservations for pdssengers, parti-
cularly foreign tourists. : :

L. Travel Agents

121. The Corporation has 80 travel agents in India of
which 20 are only for domestic sectors. In addition there
are 12 Agents for the Corporation’s International Sectors.
These figures do not include agents recognised by the Cor-
poration outside India i.e., Afghanistan, Pakistan, Ceylon,.
Nepal and Burma where for competitive ‘reasons Agents
continue to be appointed from time to time.

122, The table below shaws the business secured by
the Corporation direct and that secured through the travel

"agents together with the commission paid to them during

the last three years:—

(Rs. in lakhs)
Total Other Commi-
business  Dairect Agents airlines ssion paid
to Agents..

59270 58795 25093
1962-63 . 1431-§8 23-00

41°40% 41°07% 17°53%
74836 692:04  309°46

1963-64 1749°86 28-70:
42°76% 39'55% 17°69%
948:26  806:95  352-29

1964-65 . . 2107:50 32:42
44°99% 38:29% 16°72%

% shows percentage to total business.

123. It would be seen from the table above that the
share of business secured by the Corporation through tra-
vel agents to the total business was 38:29 in the year 1964-
65 and that the business secured direct by the Corpora-
tion was 44'99 per cent. Keeping in view the fact that.
the Corporation is a monopoly concern and has not compe-
tition to face at least on the domestic routes, the Com-
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mittee desired to know the Corporation's views on the
retention or abolition of the agency system. The General
Manager stated during evidence that travel agents ren-
dered certain extra services to passengers which the Cor-
poration was not in a position to give e.g. home delivery
of tickets to passengers, credit facilities etc. Apart from
the services which the agents render to the travelling
public, the services of these agents have been of help to
the Corpoartion, in as much as in their absence, the pres-
sure on the Corporation’s offices would have been too great
necessitating employment of additional staff and renting
of additional accommodation. In case the Corporation ha
to do away with the travel agents and to book the entire
traffic directly, the extra expenditure that is likely to be
incurred by way of additional staff both operative and
supervisory and rental of accommodation, would not be
less than the commission that is paid at present. The Cor-
poration feels that while other airlines are introducing
facilities like ‘Pay later Schemes’ abolition of travel agents
by the Corporation would amount to depriving the travel-
ling public of the credit facilities which they are enjoying
through the Travel Agents.

124. While there is no denying the fact that Travel Direct
Agency System plays an important role in an air trans- procure-
port industry and has certain obvious advantages, it has ment of
to be realised that too much reliance on the travel agents business
for the procurement of business hardly reflects well on suggest-
the sales efficiency of the Corporation. There is a general ed.
impression that its sales organisation is weak and inatten-
tive, Further the share of 38'29 per cent of the total busi-
ness secured by Agents in 1964-65 is on the high side.
Greater efforts are therefore needed to gear up the sales
promotion machinery of the Corporation so that the large
commission paid to the travel agents could be saved. The
saving should be utilised for providing better amenities to
the passengers and in opening more booking offices, parti-
cularly in the District Headquarters and Commercial Cen-
tres. Effort should also be made to reduce the number of
travel agents.

v

M. Opening of Sales Reservation Offices abroad

125. A. Committee on Tourism headed by Shri L. K.
Jha had recommended that with a view to developinlg
tourist traffic in India, the Corporation should get itse
better known abroad. In pursuance of this recommenda-
tion the Corporation had proposed the opening of sales
offices at New York, Frankfurt, Geneva, Tokyo, San Fran-
cisco and London. The proposal had, hwever, been kept
in abeyance due to foreign exchange difficulties.

912 (Mii) LS—4
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126. The Committee desired to know whether the Cor-
poration’s interests could not be looked after by Air India’s
offices abroad. The reply furnished to the Committee is
reproduced below:—

(i) Air India offices abroad do not have intimate
* Knowledge of IAC’s schedules.

(ii) TAC’s own staff having intimate knowledge of
its operations will be able to sell much better in
the foreign markets by offering alternative dates
or routes for traffic if seats on the dates requir-
ed or on particular routes cannot be obtained.

(iii) IAC should not present an image abroad of be-
ing a subordinate organisation of Air India.
Foreign tourists and foreign travel agents who

ive business to IAC patronise not only Air
ndia but also other international airlines. It
would not be advisable, therefore, to create an
impression that IAC would be only serving the
interests of Air India though in actual practice
IAC may be in a position to indirectly help Air
India besides other international. airlines.

127. IAC has, however, no objection to opening offices
in the Air India premises if identity of IAC is kept sepa~
rate from that of Air India.

128. According to the preliminary estimates, the ex-
penditure for the establis! t of Sales/Reservation
offices at four places i.e. New York, London, Tokyo and
another suitable centre on the Continent is estimated at
approximately Rs. 3.25 lakhs per annum. The Corpora-
tion’s view is that it earns about Rs. 4 crores annually in
foreign exchange and as against that an expenditure of
Rs. 3.25 lakhs per annum on the opening and maintenance
of these offices abroad would not be in -excess. Further,
thes offices would promote tourism and this investment
in hforeign exchange would be more than repaid in a short
while.

129. The Committee understand that though some of
the domestic carriers like British European Airways and
American Airlines have opened their offices abroad, this
fractice by and large is not common. Further these air-

ines also operate international services, and therefore
there is no parallel with the Corporation which operates
mostly domestic services.

130. The Committee are mot convinced that there is q
case for apening of 1.A.C.’s offices abroad at stations where
it is not operating its services. Air India offices abroad as
also those of the Tourist Department of the Government of
India should normally be able to look after its interests
abroad. What is needed is that there should ‘be a greater
liaison with the Air India’s and Indian Tourist offices which
can be kept by supplying them upto date information and
schedules of services.
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N. Amenities tq through passengers

131. The Committee desired to know whether any faci-
lities are provided to passengers who, due to delay in one
flight, miss a connecting flight and are thus stranded for
several hours or till the availability of the next flight. The
General Manager stated that such a passenger was provid-
ed with hotel accommodation etc. When asked whether
any passenger had till now utilised this facility, it was stat-
ed that if a passenger insisted he would probably get
it. It appeared that this facility was not commonly known
to passengers. The General Manager agreed to publicise
about the availability of such a facility and also to issue
necessary instructions in this regard to the various offices.

132. Another point raised was whether g passenger tra-
velling from one place to another shotild not be treated as
a through passenger—if there is no connecting plane—-in
which case accommodation and other facilities could be
provided by the Corporation. The General Manager stated
that this suggestion would be considered, but he felt that
in such cases meals could certainly be provided.

It is surprising that the facilities supposed to be avail-
able to passengers for missed connections are almost un-
known to the travelling public. Adequate publicity should
be given to this and lodging and other necessary facilities
provided to al]l passengers entitled to them. Boarding and
lodging facilities to through passengers who are forced to
break journey in the absence of a connecting flight might
be provided. .

O. Catering facilities

133. The Committee referred to the fact that the quality
of the food served at the airport restaurants is very bad.
Also. no restaurant is available near most airports with the
result that a lot of inconvenience is caused to the passen-
gers. The General Manager agreed that there was a wide-
spread complaint about the quality of the food served at
the mr;ﬁort restaurants, but added that the caterers were
under the control of the D.G.C.A. As regards service with-
in the aircraft it was stated that special attention was now
bemg given to this and it was proposed to reorganise the
catering department and to employ chefs who could sug-

gest better menus.

In their Report on Air India, the Committee have dealt
with the question of contracts given to caterers at the in-
g}m;xtzgz:l airports in India. As regards service in the air-

y Té is a genuine ground for complaint regardin
quality of food. The Corporation should improve itg caterg
ing department and also strive to get satisfactory service
from the caterers appointed by the D.G.C.A. and if neces-
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sary by making alternative arrangements for supply of good
quality food.

P. General Complaints

134. In the course of discussion with the officials of the
Corporation, the following short-comings in organisation
were brought to the notice of the Corporation:—

@)

(i)

All the booking counters are not manned. Dur-
ing rush hours people have to wait in the queue

for long.

In big cities there is heavy rush at the booking
counters. It would be desirable to have separate
counters for major routes and for minor routes
counters can be clubbed.

(iii) The Duty Officer posted in booking Offices, whose

(iv)

duty is to assist the passengers, does not attend
to any enquiries.

There is no procedure regarding allotment of
seats in the plane. Important passengers are
given a front seat, while others, unless they in-
sist, do not get it.

(v) Passengers’ baggages are hand-led.in a disorderly

(vi

(vif)

manner—they are thrown and get damaged. The
men employed on loading and unloading work
should be given the necessary training.

In airports in bigger cities, it takes a consider-
able time to clear the baggage if a number of air-
craft arrive one after another. Also, in smaller
stations like Hyderabad and Bangalore, it takes
more than 40 minutes to clear the baggage of
even one plane.

Microphone systems at the airports are not good.

135. During the course of examination of the working
of the .Corporation, the Committee received a number of
,ggmb;;llamts about its working. Some of these are summaris-

ow:—

()

(i)

fiii)

Standard of efficiency and courtesy of the Corpo-
ration’s staff was low and that prompt replies
to correspondence was not a common feature.

While adequate publicity was given to IAC sche-
dules, variations issued subsequently were often
not announced before they were implemented.

Flights were often delayed and the passengers
were not informed beforehand.
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(iv) Ambulance and Fire Fighting Equipments at
the runways were inadequate.

(v) Arrangements for training of staff were primi-
tive.

(vi) Instructors chosen for training of pilots were in
many cases temperamentally unsuitable. Often
they were found to be less proficient than the
persons to be trained.

136. During evidence, the General Manager stated that
the Corporation had opened a new Department at Head-
guarters called the customers Service Department and a

pecial Complaint Cell had been organised there. Similar
Cells were now operating in other areas as well.

137. The various public complaints and deficiencies in
organisation some of which have been mentioned above,
should be examined an improvements effected. It is the
general view and also the experience of the Members of
the Committee that complaints are not attended to prompt-
ly. The hall mark of efficiency of a public utility under-
taking lies in its readiness to learn from mistakes and
drawbacks and to act promptly on complaints received.
The institution of complaint cells for checking up and
processing the follow up action is a step in the right direc-
tion. These cells should be under the charge of respon-
sible and energetic officials who can initiate quick remedial
action in regard to complaints. A complaint book should
be kept in each aircraft. The customer’s satisfaction and
convenience should invariably motivate all activities of the
Corporation,

Investi-
gations
of eom-~
plaints
suggest-
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ENGINEERING & AIRCRAFT MAINTENANCE
A. Engine and Airframe Overhaul

138. The following table shows the average man hours
spent on overhaul of engines fitted on different types of
aircraft: —

Average Man-hours

1962-63 1963-64 1964-65

Type of Engine Type of aircraft

P.& W.R.1830-92  Dakota (at Dethi) 1733 1593 1447

(at Calcutta) 1329 1388 1380
P. & W. R. 2000~Ds Skymaster . 1474 1564 1§31
Dart—s10 . Viscount 1362 1417 1717

Dart—s11 . . Friendship . . 1535 1903 1639

139. It is seen that as compared to 1962-63, the average
man-hours spent vn overhaul of engines has increased in
1964-65 in the case of all the types of aircraft. In the
case of Viscount engine overhaul the man-hours spent in-
creased from 1417 hours in 1963-64 to 1717 hours in 1964-
‘65 showing a rise of 21 per cent. Similarly in the case of
Friendship engine overhaul the man-hours increased from
1535 hours in 1962-63 to 1903 hours in 1963-64 showing a
rise of 24 per cent.

140. The table below shows the average man-hours
spent on airframe overhaul of Skymasters, Viscounts and
Friendships: —

(Average man-hours)

9%rise in

19064-6

Type of Aircraft 1962-63 1963-64 1964-65 ?:?er 5
1963-64

‘Skymaster . . . 4954 7245 46
Viscount . 12278 13638 15618 15
Friendship . . . . 4334 SISS 7010 36

46
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141. Thus during 1864-65 there has been an increase in
the average man-hours spent on airframe overhaul for
the above types of aircraft. The above increases are also
reflected in the average costs for overhaul of airframes as
indicated below:— -

Average cost per airframe overhaul

Rs.
9%increase
1963-64  1964-65 1964-65
over
1963-64
:Skymaster
Check III Inspection . . 24011 37232 L1
Check I'V Ingpection . . 36744 §3341 45
Viscount
Check III Inspection . . . 60671 94934 56
Check 1V Inspection . . . 112636 160438 42

142. In evidence it was stated that the increase was
partly due to a number of modifications that had to car-
ried out on the aircraft. ‘

143. From the figures given above it appears that the
efficiency of the overhaul shops has considerably deterio-
rated. Even if it is assumed that the rise in average
costs has been due to incerase in wages, cost of sapres
parts etc., there is no reason why the average man-hours
spent should increase in one year by 36% in the case of
Friendship aircraft, while in the case of Skymaster aircraft
it is 46%. There should have been some uniformity in
the percentage increase which is very much on the high
side. The reasons for these increases should be investigat-
ed and steps taken to improve the efficiency and output of
the workshops.

B. Reorganisation of Engineering Department

144. To some extent there has been rationalisation of
LCorporation’s workshop ag indicated below:—

Type of aircraft Basc st which engine Base at whichairframe
overhaul work done overhaul work done,
Viscount . . . . Dethi Delhi.
Friendship . . . . Delhi Calcutts
Skymaster . . . . Calcutta. Calcutta,
Dakota . . . . Calcutta & Delhi. ch:l'i‘:tiu Hyderabad &
Caravelles . . . Bombay (at Air India’s Bombay

Bom Over-
i
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145. Broadly, the Corporation’s fleet is based at Bom-
bay (Caravelles), Calcutta (Friendships), Delhi (Vis-
counts) and Hyderabad (Dakota). In this connection the
following extract from the Annual Report of the Corpo-
ration for the year 1964-65 is relevant:—

“The country-wide dispersal of operations and this
distribution of engineering base poses several
personnel, stores and work-load problems the
solution of which taxes the resources and in-
genuity of the engineering organisation. A re-
organisation of the engineering system, proce-
dures and practices which have grown some-
what haphazardly is long overdue.”

146. Government had appointed a Committee consist-
ing of the Director-General of Civil Aviation and Iieads
of Engineering Departments of the two Air Corporations
to go into the various Engineering problems. The main
recommendations of that Committee are the setting up of
a production planning section, material planning and pro-
vision section, engineering and technical development sec-
tion, defect investigation section, increase in the strength
of the air training schools for the training of mechanics,
introduction of refresher courses for maintenance engineers
and mechanics etc. One of the main recommendations is
the prescribing of higher educational qualifications for the
initial recruitment in the mechanics grade and introduc-
tion of quality control methods in the inspection organisa-

.tion of the Corporation.

147. Judging from the rate at which there has been an
increase in the man-hours spent on overhaul of engines,
cost of repairs and maintenance, and also the delays in
flights due to mechanical troubles, it seems that all these
aspects require immediate attention of the Corporation.
The Committee hope that the reorganisation proposed by
the Corporation will improve the situation

148. There is another aspect to which attention might
be paid. During the Fourth Five Year Plan period, the
Corporation will replace certain types of aircraft by new
ones. This would necessitate reorgansation of the exist-
ing workshops to enable it to change over to new types of
aircraft maintenance. The Committee suggest that in the
new set up there should be one Base only for maintenance
and overhaul of a single type of aircraft as it would be
conducive to maxrimum utilisation of manpower and
machine capacity.

149. It was noticed that the overhauling capacity o({
engines fitted in the Viscount aircraft was develope
several years after their introduction into the Corporation’s
service. Initially, the Caravelle Engine had also to be
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sent abroad for overhauling. When new types of aircraft
were introduced, timely action should be ta to devel?
overhauling capacity so as to obviate the necessity of send-
ing their engines abroad.

C. Indigenous Manufacture of spare parts

150. The table below gives the items that were procur-
ed from indigenous sources during the previous three

years: —

(Rs. in lakhs)
1961-62 1962-63 1963-64
(r) Aircraft Batteries . oIl 031 0:58
(5) Dopes, Paints and Thinners . 1:30 0-60 o-80
(s15) Aircraft Tyres. . 444 060 1-82
585 1°§1 3:20

151. The total value of aircraft material purchased dur-
ing 1963-64 was Rs. 181.60 lakhs. Thus the value of mate-
rial purchased indigenously to total purchases made, ex-
pressed in percentage, comes to 1.8 per cent.

152, The Corporation has stated that their engineering
facilities are limited to the maintenance, overhaul/repairs
of engines, airframes and accessories. The spares are pro-
prietory items and can be manufactured only in ccllabo-
ration with the manufacturers. Even if it is decided to
manufacture spares in collaboration with the manufactur-
ers, it would involve a large outlay in machinery and tools
and, therefore, it is not considered worthwhile to embark
on such projects, in view of their limited requirements.
General items like dopes, thinners, and paints are procured
from indigenous sources. During evidence it was stated
that Hindustan Aeronautics Ltd. was attending to the
question of indigenous manufacture of spareg in a small
way. The Corporation was informed about this in March,
1965 only. In November, 1965 a list of certain parts had
been sent to Hindustan Aeronautics Ltd. for exploring the
possibility of undertaking their manufacture. A Com-
mittee had been set up under the Defence Ministry with
the representatives of the Air Corporations to see the

arts that could be manufactured in the country particu-
arly the spares such as wheels, tyres, tubes, aluminium
sheets etc. As regards the setting up of joint manufac-
turing units in India, it wag stated that the Corporation
had in its fleet different types of aircraft and each manu-
facturing country had a very elaborate precision workshop
to manufacture them. It was, therefore, neither possible
nor economical to set up such manufacturing units for
spare parts in India.
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153. It is noticed that the value of material purchased
indigenously to the total purchases made was 1.8 per cent
only in 1963-64 which must be considered as insignificant.
The Committee appreciate the limitation on manufacture
of items of a proprietory nature and that manufacture of
spare parts for different types of aircraft will not be eco-
nomical. Yet, to depend on imported spares to the extent
98 per cent is not desirable. It is apparent that no serious
thought was given to the possibility of manufacturing air-
craft items in the country until quite recently. In view of
the foreign exchange difficulties and to attain self sufi-
ciency the manufacture of spare parts in the country to a

large extent must be undertaken immediately.
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156. The Corporation has mentioned that *Rotables are
not charged to consumption on issue. As and when they
are declared beyond economic repairs they are scrapped
and charged to consumption. To arrive at a correct com-
parison of consumption of material and total stock-holding,
the Corporation considers it essential that the value of in-
ventory be reduced by Rotables holding and similarly the
consumption figure does not include value of rotables scrap-
ped in any one year. The ratio given in column IV of
the above statement thus indicates consumption of consu-
mable spares to stock-holding of consumables. In the
statement the relevant figures for 1964-65 have separately
been shown after excluding the Caravelle spares. It is
stated that this is a new type of aircraft and the stock
holdings are not being used to the fullest extent as over-
hauls and repairs are only gradually falling due.

157. The Committee note that even after the value of
rotables and Caravelle consumable stores are excluded the
total value of stock holding of consumables as at the end
of 1964-65 amounted to three years consumption. The Cor-
poration has stated that the maximum level of stock
holding of imported stores and spares is 18 months. In the
case of stores available from indigenous sources the maxi-
mum level is 6 months. According to this the holding of
consumable spares equivalent to three year’s consumption
is high. Efforts should be made to bring down the level
of inventory. !

B. Heavy accumulation of stores

158. Audit Reports for the year 1962-63 and 1963-64 re-
ferred to heavy accumulation of rotables in the repairable
stores and stock sectiong of the Corporation. It has been
stated that in the case of Dakotas, because of progressive
reduction of the fleet, a considerable amount of rotables had
accumulated in the workshop. It was not considered eco-
nomical to repair all the items, as certain s%z;res required
to make them serviceable would have to imported.
A survey recently undertaken, had indicated that an
amount of Rs. 5 lakhs in respect of rotable stores beyond
economic repairs would have to be written off.

159. It is seen from the above that the accumulation of
stores has been ‘because of the delay in conducting surveys
of usable and wun-usable stores. Such accumulations
should be avoided and a proper procedure laid down
whereby the value of stores is determined every year.

*Rotable is a component which has a known overhaul
life (usually expressed in flying hours) and is capable of
an infinite number of overhauls.




C. Inclusion of value of non-existent structures/fixtures in
the Gross Block

160. It has been pointed out in para 6II(i) of the Audit
Report for 1963-64 that the structure and fixtures of a tem-
porary nature (depreciated value over Rs. 10,399:90) which
had been found non-existent by the Reconciliation Com-
mittee in Calcutta Area, were included in the Gross Block.

161. The Corporation hay stated that it had inherited
quite a few structures and fixtures from ex-operators in
accordance with the Air Corporations Act, 1953 and subse-
quently some structures of temporary nature were also
constructed in rented plots/premises. The reconciliation
of this class of asset was taken up for the first time in
1963-64. For this purpose the physical existence of these
structures and fixtures was ascertained, and it was found
that items for Rs. 2.10 lakhs were still existing and in good
condition and that items for Rs. 1.09 lakhs were no exist-
ing. The latter inter-alia included false ceilings, mural
gaintings, underground drainage, bamboo shed/godowns,

oorings, fencing, remodelling of rented premises/plots,
partitions and alterations, etc.

162. The Committee desired to know why the value of
these structures was included in the Gross Block when
they were in fact non-existent. The General Manager
stated that it was a case of wrong entry. Instead of charg-
ing these items to revenue expenditure, these were charged
to capital head. It was added that the Calcutta Area of
its own accord did not write back these items to revenue
expenditure head because these had appeared in the
Balance Sheets as Gross Block”. The Additional Deputy
Comptroller and Auditor General (Railways) pointed out
that when these items were found to be non-existent, these
should have been written-off from the capital head. The
reconciliation of this class of asset was taken up for the first
time in 1963-64, i.e., ten years after nationalisation is rather
surprising.

163. The detailed list of non-eristent items, which has
‘been supplied to the Committee, shows that quite a number classifi-
of those items need not be charged to revenue expenditure ,qeiom
in as much as they could appropriately be regarded as gnq
capital assets. The items in question should be properly ,qiys-
classified as between capital and revenue exrpenditure and , ent of
adjustments carried out in the accounts. accounts.

164. It appears that the reconciliation of this class of Reconci-
assets was done only in the case of Calcutta Area. It %8 jigtion
probable that in other Areas also the value of several non- of assets
eristent structures has been included in the accounts. Re- in other
conciliation of such items in other Areas should be done greas
forthwith, if not done already. also sug-

gested.
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D. Defective Stores and Equipments .

165. It is pointed out in para 5 of the Audit Report for
1963-64 that in the following cases, stores and equipments
purchased were defective and hence could not be used: —

(i) 200 pieces of spare parts purchased during 1960
at a cost of Rs. 31932/- (approx.) had not been
p}lz:c;o use on the ground of their being under-
sized.

(ii) Seven Catering Trolleys purchased during 1959
and 1960 at a cost of Rs. 12900 had not been put
to use on account of their being very heavy and,
therefore, unsuitable for carrying items from
the catering section to the aircraft.

(iii) One battery charger purchased in 1963 at a cost
of Rs. 4,000 had not been put to use as it was
not in a working condition,

(iv) A Kerosene cooking range purchased in 1960 at a
cost of Rs. 7,850 was found to be unfit for use.

166. The General Manager explained the circumstances
in which these stores had been purchased and were later
found to be defective. Regarding 200 gieces of spare parts,
he stated that these were valves purchased through recog-
nised channels in the U.S.A. and were certified as conform-
ing to specifications by the Federal Aviation Agency in
the U.S.A. as well as by the Civil Aeronautics Board, both
{ Governmental Organisations,

167. These goods were also inspected by the Corpora-
tion’s agents viz., the Bureau Veritas which is the ex-
tension of French Inspection Organisation in the U.S.A.
The inspection people, however, failed to detect that the
valves were slightly of an under-size. The efforts of the
Corporation to return these goods to the suppliers also did
not succeed as they refused to accept any responsibility
for the goods once the inspection had been done by the
Corporation’s agents. The Corporation’s agents also did
not accept responsibility on the plea that the items had
been certified by a Government agency and they (Agents)
also found that the items appeared satisfactory. In reply
to a query it was stated that the variation of size was
1/6000th of an inch. The value of the goods was complete-
ly lost as, being specialised items, these could not be sold.
Some catering Trolleys and battery charger had been re-
paired and were being used now. The cooking range was
found to be unfit for use. The General Manager said that
he would see if it could be disposed of.
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188, From the above it is clear that the Corporation’s Respon-
agents in the U.S.A. did not inspect the valves with the sibility
meticulous care that was needed before certifying them. of inspec—
The responsibility of the inspecting organisation in such tion
matters needs to be precisely defined and incorporated in organi-
an agreement so as to safeguard against any such failure sation
in future. :eed to

e

defined.
E. Shortages of Stores

169. Para 6 III of the Audit Report for 1963-64 points out
that shortages of stores of the value of Rs. 89,411 found in
Delhi Area as a result of physical verification conducted
during that year had neither been written off nor pro-
vided for in the accounts. These shortages also included
a sum of Rs. 44,269 representing cost of bearings stolen
from stores at Safdarjung in October, 1961, October 1962
and April 1963. When asked during evidence whether the
Corporation had investigated the reasons for these shor-
tages, the representative of the Corporation stated that the
case had been handed over to the police and it was closed
as untraceable. No departmental action had been taken
against persons who were entrusted with the physical pos-
session of stores because there were a large number of
items in each store and further the stores were manned
not by one person but by a group of persons working in
shifts. It was, therefore, difficult to hold any one respon-
sible for the losses.

170. It is noticed that the thefts occurred at Safdarjung Thefts
Stores Depot in October, 1961, October, 1962 and April, in Stores.
1963. The Committee are intrigued how these thefts con-
tinued without being detected though their dates are
known. It is surprising that the responsibility for these
losses could not be fired on any person. The Committee
are unable to accept the plea that this was because people
were working in shifts. The obvious reason appears to be
that those who should have investigated into them failed to
fix responsibility for some reason on the other. The Com-
mittee understand that security measures for keeping pro-
per custody of stores have now been strengthened.

F. Physical Verification of Stores etc.

. 171. According to Rule 8 of the Air Corporations Rules,
1954, a physical verification of stores, tools and plants was
required to be made by an officer who was not the custo-
dian thereof. As the physical verification of stores and
other assets every year was found inconvenient, the Air
Corporations Rules were amended to allow the physical
verification in such a way that every item of stores, tools
and plants was verified at least once in two years.

172, It is stated in para 6(iii) of the Audit Report for

1961-62 that the first biennial verification was due in 1960-
62 but by 31st March, 1862 the work of verification was not
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completed. Hence the excesses/shortages of stock had not
been completely brought into account. The results of
physical verification together with the orders of the Cor-
poration for any shortages and execesses of stores and tools
and plants were also not communicated to the Comptroller
and Auditor General of India till February, 1963. (These
are required to be submitted under Rule 8 of the Air Cor-
porations Rules, 1954).

173. Audit Report for 1963-64 pointed out that the bien-
nial progressive verification of stores for the years 1962—
64 had been completed in March, 1964 by the Internal
Audit Department in Delhi Area except in the case of
Palam Stores and the physical verification in other areas
was in progress.

174. In the Audit Report for 1964-65 it was stated that
shortages and excesses amounting to Rs. 1.03 lakhs and
Rs. 1.13 lakhs respectively reported to the Board of Dir-
ectors in August, 1963 as a result of physical verification
and ér(;?conciliation for the cycle 1860—62 had not been ad-
justed.

G. Physical Verification of Assets

175. In para 611 (ii) of the Audit Report for 1963-64, it
was stated that the physical verification of most of the
assets as on 31st March, 1964 had not been carried out.
The figure exhibited in the Balance Sheet represented the
value as 1'Eer the General Ledger which had not been recon-
ciled with aggregate value of assets as per the assets value
registers/Kardex. In para 4I(ii) of the Audit Report for
1964-65, it was pointed out that the physical verification of
assets was stated to have been completed in April, 1965 at
various places, but neither any reconciliation had been
carried out, nor had adjustments for shortages and excesses
been made in the accounts for 1964-65.

176. In 'a Memorandum placed before the Board of Dir-
ectors on the 5th August, 1963 it was mentioned that with
various types of aircraft and aero-engines and with over
200,000 different categories of stores, it was proving ex-
ceedingly difficult to maintain the records up-to-date and
to reconcile the stocks with books. The only effective
remedy seemed to be to utilise accounting machines and
mechanising stores accounts. During evidence the General
Manager, however, admitted that there had been some
lapse in that physical verification of stores etc. had not been
carried out expeditiously.

177. The audit comments on the physical verification
of stores and other assets of the Corporation reflect a very
unsatisfactory state of affairs in its Stores Department.
Physical verification of stores in an undertaking by sche-
duled dates is an imperative necessity. It becomes difficult
to make adjustments and fir responsibility when dis-
crepancies come to light after a belated verification. Such
inordinate delays in the physical verification of stores do
not bring credit to the Management.
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178. Section 4 of the Air Corporations Act, 1953 provides
for 4 Bdard of Difectors tohsisting of not"less” five
g&,;wt‘mdfg than fine membeérs appointed by the Central

érnident, one of whotnis appointed ‘a8 Chairman of
thé 'Corpordtion. The présent’ Board of ‘theé Cotporation
consists of nine members, eight of whom are’ also repre-
sented on the Air India Board..

LN

) Chqii‘man

179.. The Secretary, Ministry of Civil Avyiation (now
Segretary in"th "Nﬁﬁﬁxﬁiﬁﬁs;}qrt afid Avidtion, De-
pertment of Atfation) has béen dppointed as a part time
g}up man of the Corporation with effect ftpm 14t Novem-

er-’ l .. . XJ [t B 7 rr.oo\ I » [ oY

180. The Estimates Committee have time and again ex- Observe-
pggsed‘ the'inadvisability ‘of dbsocibfing Seniop sécretatiat tions of
officials on the Board of Dirbétors of Publit Undertakirigs. Estimates
They have pointed out that (i) the practicd'leads to blur-"Com-

ing of responsibilities of the Secretary of ,the Ministry mittee.
:ig has tq adyise the’ Minister on matters of pélicy ‘while

at the same time,"as'a Member ‘of the Bpard, he has to

share responsibility for the executipn of those policies and
(1i) 1t js not possible for such’an -offigial fo give sufficient
attention to the affairs of the undertakirigs in’ addition to
performing ‘his noi‘mal"dutibs:.; s T T e ot

181.. The Cammittee drew attention to the decision

., taken by Government in 1961 that “no Secretary of a Min-

'\ istry /Department shall. be a member- of- sny -Beard”, and

aired to know the specifi¢ redsons which necessitated the

ajfyintment of the Secretary of the Ministry of Civil Avia-

tion-as Chairmén df the Corporation. 'The Teply furnished
tg, the’ Committee is.reproduced below:—" ’

“With the appointment of a whole-time General
Manager in November, 1957, it was deeided that
the_'Cifairman of the Corpotration need be only
on a part-time basis. In June, 1964, the Depart-
m;‘r;if of Cifvil Aviation w;s‘éepa'rated, from tht;

stry of Transport -and a new Ministry o
gﬂl ‘Ayiation \Wa;’%réatgd,, This was compara-
tively a lighter charge for a whole-time Secre-
tary and in course of tifne the need was also fe"

57, ‘
2912 (Al) LS8



58

that an officer having adequate administrative
experience and one who could also devote more
time to the affairs of the Corporation, should be
appointed as its part-time Chairman to tone up
administration and streamline its affairs. Shri
V. Shankar was accordingly appointed from 1st
November, 1964, in view of his past background
of nearly 4 years experience as part time Chair-
man of the I.A.C. and the fact that he would be
in a better position to devote necessary time and
attention to the affairs of the Corporation. In
his capacity as Chairman, Shri Shankar has also
functioned as a Director of Air-India Corpora-
tion.

This arrangement has been found to have worked

very satisfactorily in so far as it has helped to
secure better and more effective co-ordination
between the Indian Airlines, Air India and the
Civil Aviation Department. At the same time,
it has in no way compromised the objective ap-
proach of the Ministry to the working of the
Corporation.”

182. During the discussion which the Committee had

with the
were put

Y

(i)

(iii)

(iv)

Secretary of the Ministry, the following points
forward:—

In certain cases with the approval of the Cabinet
or Appointments Committee of the Cabinet ex-
ceptions have been made and the appointment
of the Secretary of the Ministry as Chairman of
the Corporation is one of those exceptions.

The light charge of the Ministry of Civil Avia-
tion for a senior Secretary, the need for co-or-
dination between the D.G.C.A. and the need to
give a fresh look to the working of the I.A.C.
were the main considerations in making excep-
tion to the general rule.

If there is a change in the personnel, Govern-
ment would reconsider whether the new Secre-
tary of the Ministry should also be appointed as
the Chairman of the Corporation,

Under the present arrangement conflicts between
Government's views and those of the Corpora-
tion are resolved by discussions at the Board
meetings. If a particular issue affects Govern-
ment’s policy, the practice is that the Secretary
of the Ministry does not express his views but:
allows the General Manager to take a decision
and communicate it to the Government. There-
after Government examines the proposal from
its own point of view,
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183. The Committee are not convinced that the interests Practice
of either the Government or the Corporation  can be best of
served by the Secretary of Ministry being. the Chairman appoint-
of a Corporation. The Estimates Committee have pointed ing Sec-
out the defects in such an arrangement, and there should retary
not normally be an exception to the general rule. However as Chair-
hard a person works objectively and balances the two inte- man
rests, when interests conflict, it is not possible to take a de- depreci-
tached view. In fact in the formulation of a decision within 6ted-
the Ministry the officials of the Ministry are likely to assume
that the view of the Corporation have the approval of the
senior most executive of the Ministry and as such their
views are likely to be biased. Another drawback in such
an arrangement is that the presence of n senior most officer
of the Ministry in the Board hampers th« autonomous func-
tioning of the Corporation and does no: provide sufficient
incentive to its chief erecutive to take independent deci-
sions, howsoever he may try to do so. T)e Committee also
do not agree with the plea that proper co-ordination bet-
ween the DGCA and the Air Torporations can be main-
tained only by having the Secr-tary of the Ministry as the
Chairman of the Corporation. These are in fact matters
which should be settled at I :partmental levels. The
present arrangement of having t’:e Secretary of the Ministry
as the Chairman of the Corporution is not satisfactory and
should be emded. .

(ii) Changes in the posts of Chairman/General Manager

184 The following dates indicate the period for which
the various Chairmen and General Managers of the Corpo-
ration held their respective posts:—

¥

Chairman
1. Shri B. C. Mukerji . . . . 23-6-1953t0 10-3-1954
2. Shri Shankar Prasad. . . . 10~3r1954 to 10-1-1989
3. Shri V. Shankar . . . . 10-1-19%9 to 16-1-1963
4. Shri Satish Chandra, . . 16-1-1963 tO I-11-1964
s. Shri V. Shankar . . . I-11-1964 to date
GénemlManager
1. AVMP.C. Lal . . . . 31-11-1957 to 30-9-1963 ‘
2. Shri S. Mallick . . . . 1-10-1962 to 16-11-1963
3. ShriJ.S. Parakh . . . . 17-11-1963 t0 18-11-1965
4. ShriA. S.Bam 13-12-1965 to date

-185. It is noted that the C}:airx_nan appointed on 16.1.1963
held office for about 22 months. The General Manager ap-
pointed on 1.10.1962 held office for a little over one year and
the one appointed on 17.11.1963 continued for two years.

186. The Secretary of the Ministry stated during evidén-
ce that yearly or two-yearly system of appointments was
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nétther good for théCorporation noe for theinéambent.’ The
General Manager ‘appointedon'1.10:1962 weis 'onsdeputation
to the ‘Cenitreand he had/té revert after a:-year Yo the Gov«
ernment ‘of West Bengal.' His suceessor could have conti-
niied''for three years more but he retired earler and ‘pre«
férred another employment: offéréd by the LA.T.A: The
réptésentative of the Ministry-added that, in appointing:the
Ki"esent incumbent as General Manager, a“long ‘term viewr
ad been taken.

187. The!Estimates ‘Committee have, in paras 45 ard 48
of their 52nd Report '(Third Lok Sabha), observed that fre-
quent changes of the intumbents of posts of Chairmen and:
Mudraging - Dire¢tors avre not desirable in' as' much as this
results 'in a waste of experience and intimate knowledge
acquived : by thetindividual. That Committee' had recom-
mended that theincumbefts tof these pdsts should be selee-
ted " carefully.and:appointéd-for a minimum term, say 5
ybars! so as to'entble them to fully implement the plans and:
programmes  entrusted:'to’ them and to contribute to the
efficient and economi¢ working of the'entérprise concerned.

| At thie'sama'time; the teériure of these posts should de linked
© up ‘with’ the’ perforfiance of the individials concerned so

thbt it should ‘always be possidle to réemove unsuccessfil or
inefficient persons beforé the expiry of their term. In selec-
ting Chairman or General Manager of the Corpbration those
recommendations should be borne in mind.

B. Creation of separate Area for Southern Region

188. For the purpose' of ‘administration and operation the
Corporation has divided its operational territory. into three
units called areas located at Delhi, Calcutta and Bombay,
with a sub-area at Madras. There are 18 stations under

Delhi area, 29 under Bombay area and 22 under Calcutta
area.

189. There is a feeling that the Southern region is not
getting adequate attention, as it'was pagged down to Bom-
bay. Besides, the expansion of the Corporations services in
the South had been of sufficient magnitude as to justify a
separate Area by itself. The Corporation has accepted -this
in principle and the details are being worked out. The
proposal is expected to be implemented during 1966-67.

190. The folowing Stations are at present controlled by
the Madras sub-Area:—

Bangalore, Cochin, Coimbatore, Madras. Madurai,
Trichy and Trivandrum—T7 stations.

191: It has been proposed that the new Area for @he
Southern region might be constituted with the following
stations: —

Bangalere, Cochin, Coimbatore, Colombo, Hyderabad,
Madras, Madurai, Mangalore, Trichy, Trivan-
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drum, Vijayawada, and - .Visskbapatnam—I12

b

192. There is a case for a separate Area for the Southern geparate
region. This would ensure greater co-ordination, control Areq for
and general supervision over the activities of the stations in Southern

that region. The Committee, however, expect that the con- region

sequent increase in overheads and other expenditure would suggest-

be adequately compensated by increase in ‘business and ed.

efficiency of the Corporation.
n < S
C. Absenteeism and Overtime Payments
193. The average incidence of absenteeism during the

year 196465 amongst the staff in the engineering organisa-
tion and traffic department was as follows:—

B T

%)
Bombay . . . 12 23
Hydefabad . . . . . . . . 15
Maddrds . . . . . . . . §73 .
Défhi' . 19 1sto20
Calcutta- . . . . . 2§ 12

4. The Corporation considers that the rate of ahsen-
teem in 'its vaﬁbus‘pepﬁiﬁs :}; fairly high. In 1961

cértain rules were framed with a view to improving pro-
duetivity but they t ede"%o‘ achieve the results. '

195. As regards overtime payments, the Corporation
stated that all efforts would be made to implement the
recommendations of the PA.C. contiipéd in’ B’:m 21 of the
twenty-third Report (Third Lok Sabha) fo the effect that
steps should be'taken 'to reduce thé payment of overtime
allowance. The incidence, however, continues to show an
upward trend ‘as ‘would be séen from the table below: —

Qvertime.atlowance percentage
including holiday overtime of overtime
(in lakhs of Rupees) to wages

1958-59 . . . . . . 22°07

1959-60 . . . . . . 2679

1960-61 . . . . . . 46° 66

1961-62 . . . . . . $6-04

1962-63 . . . 64°14

1963-64 . . . . . 51-53 9'7%
196465 . . . . . . 79+ 81 13.4%

196. From the detailed information supplied to the Com-
mittee, it was noticed that the overtime allowance (ex-
cluding holiday overtime) paid to the ineering staff
had increased from Rs. 15.69 lakhs in 1 'to Rs. 31.55
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1axhs in 1¥84-65 showing a rise of about 100 per cent. In
the case of staff employed on surface transport, the per-
centage of overtime to the total Pay and Allowances paid

to them in 1964-65 was 25.56 per cent.

197. The Corporation has stated that according to the
Award of the National Industrial Tribunal, 1958, Assistant
Superintendents in the scale of Rs. 1200-75-1500 are also
“workmen” even though their duties are mainly super-
visory. The Aircraft Maintenance Engineers are also
entitled to overtime. Their pay scales range from Rs. 450
to Rs. 880. These supervisory officers under whose imme-
diate guidance and supervision the subordinate categories
like mechanics and chargehands work cannot apparently
be expected to be very effective in controlling overtime.

198. During evidence the representative of the Corpora-
tion stated that overtime became inevitable in certain cases,
like payments made for work done on holidays, overtime
paid to pilots for extra flying hours, payments made to tra-
ffic staff when a service was delayed. He, however, con-
ceded that in the Engineering Department the element of
overtime was definitely high. He was of the view that
anything over 7 to 8 per cent of the total pay and allowan-
ces should be considered as more than a normal incidence
of overtime. It was stated that the overtime payments
also resulted due to inherent built-in features in the entire
system itself. The Ceorporation had been making efforts to
reduce overtime payments, but had not been very success-

ful in this direction.

199. Absenteeism to the extent of 25 per cent or 23 per
cent in the Engineering and Traffic Departments respec-
tively is abnormal. Such absenteeism not only results in
excessive overtime payments but also affects the efficiency
and smooth functioning of the concerned departments. All
aspects of absenteeism should be studied to evolve a proper
procedure for grant of leave to staff and create conditions
in which absenteeism can be kept within limits.

200. As regards overtime payments, the Committee see
no reason why in the Engineering Department the overtime
payments should have increased by 100 per cent. in 1964-65
as compared to 1963-64. This indicates the extent of ineffi-
ciency in this Department to which a reference has also
been made in para 143 of this Report. This also reflects on
the Management. The Committee are inclined to believe
that in other Departments also there is scope for reducing
overtime payments. They suggest that this matter should
be reviewed and overtime payments reduced substantially.
In this connection, as one of the steps to reduce such expen-
diture, the Committee would suggest that sanction of over-
time payments should be given by officers who are them-
selves not entitled to it.



D. Staff Matters

Number of Employees

201. The table below gives the number of employees of
all categories in the service of the Corporation and also the
ATKM operated per employee during the years 1959-60 to
1964—85: —

Category 1959-60  1960-61 1961-62 1962-63 1963-64 1964-65
Operations . 776 767 814 847 851 o14
Engineering 3527 3545 3536 3710 3707 3ssy
Traffic and Sales 1957 1993 2040 2061 2283 239§
Fimcgtn&‘:g:? m:i 1093 1092 1108 1094 1018 1087
Stores and Supplies 612 617 §32 665 764 799
Sur face Transport . 656 672 648 653 672 v 743
Catering & Cabin 303 269 281 286 288 318
Administration 619 606 603 759 880 926

TOTAL . 9553+8 956141 95624513 100754388 104634576+ 11039
ATI;:I? em%ll):ry:?d 11617 11824 12632 13506 12919 14319

202. A general review of the staff requirements was
carried out in the year 1959-60 and a new standard force was
sanctioned. Subsequent increases in the standard force
have been made from time to time according to require-
ments. A firm of Efficiency Experts—M/S. IBCONS—were
asked to make staff assessment of the Central Revenue
Accounts at Headquarters and of the Traffic Department of
Delhi Area. M/S. IBCONS carried out the assessment in
1963-64 and indicated some over staffing. Their recommen-
dations could not be accepted in full because of different
yardstick adopted in judging work-load. However, adjust-
ments were made in the subsequent years while sanctioning
further staff owing to increase in business.

203. The Corporation is conscious that the efficiency and
output of its employees is slightly less than that of other
foreign airlines, because the conditions of work are not the
same. As for instance, a greater degree of mechanisation
in foreign airlines helps in increasing the output per work-
gr, whereas in the Corporation mechanisation is in a smaller

egree.

204. The increase in staff from year to year has been Review
attributed to the increase in business and work-load of the of Staff
Corporation. While this is understandable, every increase Strength.

in business should not necessarily be followed by an in-
creased in staff. In any large organisation there is ample-
scope for simplifying procedures, introducing labour-saving

devices etc., so that the staff rendered surplus thereby could
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oe diverted to cope with the work éreated by increase in
activities. The Cqmmi,tt,ee-;ﬁn;l‘th?t..t‘he public sector pro-
_jects are gver-staffed. It is expected that the Corporation
_will pn 'its part try to allpy these impressions by kéeping
its staff strength at the minimum level.

. 205. An over-gll review of staff requirements should be

made periodically to ensure that the disposition of the staff

.. at various places actually conforms to the increase or
decrease in the workload necessitated from time to time.

E. Housing Schemes

206. One of the grievances of the employees of the Cor-
¢ poration is that practically no housing accommadation ‘has
. been provided for them. The efforts made by the Corpora-

tion in this connection are discussed below.

" Housing Colony at Delhi.

_ 207. A plot of land was acquired in Delhi in 1959-60 for
" the consfruction of staff quarters and construction was ex-
. ‘_S:“cted e begin in, 1PG0561., This plot had to be surrendered

-due to changes in local developroent plans. In 1962-63 a plot
..of 30 acres was acquired from the Land Development

Autbority ﬁnﬂd construction was expected to "cdf;méhce in
: 4963:64, The. transaction could not be finalised becsuse in
-he mearijing the Delh Development Authiorlty was estab-

. lished and the plans had to be revised. The present position

-4 that a p]g.tnnw Palam measuring 30 acres hag heen allot-

ted to the Corporation by the Delhi f)evelopmen “Authority.

"908. [t ‘will ,be';ripticed’ that although plans for construc-
_tion of quarters in Delhi were_ initiated in 1959-60, it took
six years for the Corporation to acquire a suitable plot for
the purpose. The Committee appreciate the difficulties
.. that are faced in acquiring suitable land in big cities. Howe-
ver, if serious efforts had been made to expedite the matter
at various levels, there is no reason why the Corporation
should not have succeeded earlier in its efforts. Presently,
beyond acquisition of land, no progres seems to have been
made towards construction of houses. The Corporation
should attend to this matter urgently.

Housing Colony at Calcutta.

ot A A w P . '
.. 209. In November, 1962, the Corporation acquired 18.69
,“%cres of land in. Narayanpur Village, Dup Dum from the

GCA on Jease basis for, construction of staff quarters for
‘.its\,emplpyggs.%%fter the expiry of about one year, the
.chieme wa abanboneﬁ b,e.c;f'us%of ghwfter {bg%i_ng.omﬁ-ﬁ?t%
- gertain igns. being, ynder hei restrictians and. hig
,\,gma‘}:xw%?:t Qr;i deggfolgnent of land <tz;lnd construf.}’ion.
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The abandoniént’ol' the stheme ‘is iitely to result in an
aflructuous expenditure of Rs. 1,63,039/- as detailed
ow:— :

T R U I T _ Rs.
(_QS\;rvey charges paid to'the architect. . . " 10,880
(%) Claimsby DGCAtowardsrent . . . . . 140,684
(i) Claim by Civil Engineer for detailed survey. . . . 11,475

'1,63,039-

‘ 210. The representative ' of the Corporation stated in
* evidence that this land belonged to the DGCA and was.
" selected as it was near the airport and the only land which
""was ‘available ' for a Housing Colony. 'Subsequently - the
" DGCA had some plan for the utilisation of a portion of this.
" land for their own Fire Fighting School and other ‘&ncillary
“facilities 'and so it had to be" given up. Latef another
.land was offered to the Corporation. As régards the claim
" of DGCA for the payment' of rént of Rs. 1,40,684 the Cor-

poration ‘Had taken the view ‘that since thé’ possession of
.. this land had not been taken they were not liable to pay
..any rent. No final decision kad been taken in the matter.

The claim by the Civil Engineer was also urider dispite.

Survey charges had, however, been paid to the architect.

211. It is now proposed to construct houses at the pre-
sent site of the Corporation’s workshops after these have
been shifted to an adjacent land allotted by the DGCA.
The construction is expected’ to proceed in stages as and
when parts of the workshops are moved to the new site.

212. From the information originally placed before the Delay im
Committee it was not clear as to why the scheme had to be execution
abandoned. In the Audit Report for 1963-64 it is stated that of Hous-
this was done because the land was not suitable. But at ing
the time of evidence before the Committee the reason given Schemes.
was that a portion of the land was required by the DGCA
for their own use. Whatever be the reason, the result is
that the housing project of the Corporation has been
delayed by about four years. If the selection of site at
Narayanpur Village had been made after proper survey or
the project had been executed expeditiously the need for
making changes would not have arisen. The scheme should
now be proceeded with expeditiously.

"' Housing Scheémes at Bombay and Madras.

,.213. »Tpe Corporation has acquired land in Bombay (16
:eé),“agn “Malrag (18 acres) ‘for‘construetiont of houses for
“and 'thié ‘Work is' expected to’ commmenéé shortly.

A
(SN
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F. Recruitment and Training

(i) Pilots

214. Pilots training in the Indian Airlines Corporation‘
is restricted to pilots employed by it for the operation of
its services. No ab initio training is offered. The minimum
qualification required for pilots joining the Corporation is
a current Commercial Pilots Licence with a provisional
endorsement on DC-3 type of aircraft. The source of sup-
ply of pilots with provisional endorsement on DC-3 type
of aircraft had hitherto been the Civil Aviation Training
Centre at Allahabad. The Flying School of this Centre
was taken over by the Defence Ministry in May, 1963.
Since then the Corporation has been recruiting pilots from
the open market, Flying Clubs, Indian Air Force and the
Auxiliary Air Force. Most of these new recruits require
intensive training even to fly as co-pilots and it takes con-
siderable time before they obtain their Pilot-in-Command

endorsement even on DC-3 aircraft. The Corporation is
likely to face a shortage of pilots for DC-3 operations.

215. An assessment of pilots required was made in
November, 1961, and the estimated requirements for the
years 1962 to 1971 were as follows: —

During Year Number of new entrants
1962 . . . . . . . . 10
1963 . . . . . . . . 20
1964 . . . . . . . . 35
1965 . . . . . . . . 37
1966 . . . . . . . . 40
1967 B . . . . . . . 43
1968 . . . . . . . . 44
1969 . . . . . . . . 45
1970 . . . . . . . . 47
1971 . . . . . . . . 50

216. The Committee discussed with the Secretary,
Ministry of Civil Aviation the reasons for the shortage of
pilots and also the arrangements proposed to meet the
shortage. His views are summed up below:—

(i) The Training Centre at Allahabad was closed
down because the I.A.F. took over the whole
complex of buildings and the airport. Moreover,
both the Air Corporations had felt that with the
switch-over of operations from piston and turbo-
prop to jets, the actual flying hours would dec-
rease and the existing number of pilots would do.

(ii) A Committee was appointed by Government to
look into the question of recruitment of pilots
in future. That Committee has recommended
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the opening of a centre which would train pilots
as well as engineers. For pilots training there

& ) are two proposals—one to give ab initio training

and the other to recruit from Flying Clubs. The

. cost of db initio training with link simulator
, works out to Rs. 2 lakhs ver pilot. Through the
Flying Clubs, the cost is Rs. 27,500 upto the stage

AR of commercial pilots’ licence, and to bring him

upto the level of DC-3 pilots, about Rs. 16,000
‘have to be Sé)ent. The expenditure incurred by
‘the Flying Clubs is subsidised bv the Govern-
ment to the extent of 80 to 90 per cent.

(iii) Eventually it may be necessary to provide ab
initio training at the new centre proposed to be
opened and also to provide for recruitment
ngtégh the Flying Clubs‘ or through training in

(iv) Now that the DC-3 aircraft is to be replaced by
jets or turbo-jets, it would be necessary to do
most of the training on link simulators. This
equipment costs about Rs. 45 lakhs but it is
necessary because, otherwise jet flying training
would be very expensive.

r
RV |

217. In this connection the Committee have noticed Impro-
“that in 1958 the requirement of pilots was estimated at 30 per asses-
to 45 pilots a year. The estimate was later revised to 30 sment

to 35 but in 1959 it was reduced to 10 pilots a year. These and

- assessments had varied ‘because of the Corporation’s failure planning
to appreciate in time the introduction of heavier and faster for rec-
<aircraft. From the foregoing paragraph it is seen that the ruitment

shortage of pilots since 1963 is due to the inability of the of

Corporation to assess its requirements correctly. When it pilots.

was noticed that there would be a shortage of pilots, the
Corporation had to make ad hoc arrangements to recruit
them from the Flying Clubs etc., and train them at its
own Central Training Establishment at Hyderabad. This
arrangement is most unsatisfactory. Proper planning
should be done to secure a regular flow of pilots according
to requirements. i

218. As regards arrangements to be made for training
of pilots in future, it would be desirable to open a centre
for their training where candidates could be given
ab initio training and further training imparted to those
who are recruited from Flying Clubs etc. The burden of
training cost falls on the Government in either case. What
is important is that the training should be thorough and
economical and there should be no duplication of efforts
whether at the Flying Clubs, the Civil Aviation Training
Centre or at Corporation’s own Training Establishment at
Hyderabad) |



Withdra-
wal of
io
icers,

vP8

() Radio Officers !
219, At present all the Corporation Dakotas carry

Radio Officers and the present equipment of these aircraft
‘ddées not allow them to be operated only by two pilots. A
Committee with Mr. Stephen Wheatcroft was appointed by
.Government to report on the cost structure the Indian
Airlines Corporation. 'That Committee had in 1959 recom-
‘mended the radio conversion of the Dakota fleet for two-
crew operations so as to obviate the necessity of carrying
‘a Radio Officer on the aircraft. The . Corporation has
stated that ‘they considered such conversion as uneconomi-
cal because the cost of converting 60 aircraft was estima-
ted at Rs. 54-66 lakhs plus 96,000 man-hours and the cost of
flodt and maintenance gpares was estimated at Rs. 15 lakhs.

- 220. The Caravelles, Friendship and ,Viscount aircraft
are fitted with radio’telephony instrument but till Decem-
ber, 1965 the Corporation was employing Radio Officers on
all these aircraft. It is stated that the Pilots Association
took the stand that they did not consider HF /RT feasible
in the country th'oqgh‘ théy. were using this only as a bar-
gaining point in “théir pegotiations with the Management.

Only recently the management succeeded in coming to
an agreement with Piléts on the withdrawals of Radio
Officers which was done from Caravelles, Friendships and

‘Viscounts with effect from December, 1965. °

221. The Wheatcroft Committee had recommended im-
mediate withdrawal of Rddio Officers from the Viscount
fleet in; 1959. The .Cominittee regret to' note that it took
more than 5 years to implementithis recommendation. The
Friendships -and Caravelles were introduced later intd the
Corporation’s services - and " it should have been possible
to operate them without a' Radio Officer from the " very
beginning. The nonwithdraial of Radio Officers from' the
Viscount fleet for over flve years and their introduction
on the Friendships and Caravelles when they were not
needed shows how ineffectivé the management of the Cor-
poration has proved. ! o

222~ The Committee are informed that further recruit-
ment of Radio Officers has ‘been stopped. The two-crew
operation is likely to be - introduced shortly when the
Radio Officers will -become suri)‘lus to requirements. The
Committee hope that efforts will be made to employ them
for - suitable jobs on the ground or in other allied organi-
sgations. IR

gl
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A. Return on Investment

223.'The table below gives the figures of cagital,.(equﬂm-
arid loan), net profit and percentage of net profit to capitalt:

i % of net 9%, of net
(Rs. in lakhs) profit to profit to
Yeur Capital Net Profit total Equity

Equi Ton capital Capital
uity n

1959-60 763°90  763-90 7°81 05 % %
1960-61 847776 847-76 4°68 0°3% 0-6%
1961-62 96099  960°99 7'88  0-4% 0'8%.
1962-63 1073°99- 1073°99 60°91  2:8%%  5°70%
1963-64 1097:08  1097°08  104°42 4°75%  9-so%
1964-65 . . 1097°08 1097-08 133°01 6-061% 12°1%

224. It will be seen that the rate of return on investment
in the Corporation till 1961-62 was very low. This was so
in spite of the fact that due to the interest holiday enjoyed.
by the Corporation, it was not required to pay interest on
loan capital advanced by Government. In 1962-63 the net-
profit was Rs. 69:91 lakhs, but if the interest (Rs. 45:38,
lakhs) on loan capital had not been waived by Government,
the net profit-would have been Rs. 15: 53 lakhs. In 1963-64
the net profit was Rs. 104:42 lakhs, but if the interest
amounting to Rs. 48-33 lakhs had not been waived, the net
profit would have been Rs. 5609 lakhs.

225. In the accounts for the year: 196465, the Corpores.
tion for the first time made a provision of Rs. 49-37 lakhs
which was charged to Profit and Loss Account. The net

rofit (after interest) in that year was Rs. 13301 lakhs.
g‘he Corporation also for the first time proposed a dividend
of 5 per cent on the equity capital and provided in the
accounts of 1964-65 a sum of Rs. 55 lakhs for the purpose.

226. A steady increase in profits which has been noticed Low
during the last three years augurs well for.the future of the Profits,
Corporation. |

69
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227. In 1965-66 the Corporation hed budgeted for a
profit of Rs. 1:47 crores, which, on en Equity capital of
Rs. 10-97 crores, would have worked to 13-4 per cent.
However, in view of the disruption of services during the
period of the emergency and a rise in wages of the Pilots
the Corporation is likely to end 1985-66 on a marginal

profit only! )

228. According to the estimates in the Draft Fourth Five
Year Plan, the percentage of net surplus te total investment-
(Equity plus Loan Capital) and the percentage of net sur-
plgf to Equity Capital are indicated in the following
tables: —

Rate of return on in-§
vestment as a percent- rRate of
Year Capital Investment age of net uurpluri t0  eturp on
total C‘pltﬂ invest t
Bquity Loan Total ) aca ;‘::.n
net surplus
to Equity
Capital.
Net % %
surplus. .
(Rupees in Crores).
1966-67 14'30 14°30 28-60 1°66 58 I1.6
19687-68 1766 16°66 33°32 1704 31 6z
1968-69  19°34  19°34  '38-68 087 225 45
1969-70 §21 22'19 44°38 . 1:86 c 4°2 84
1970-71 2547 25"4‘7. ‘50"94‘ © 281 35 11-03 °

B. Current Assets and Current Liabilities .

229. The table below gives the percentage of current
assets to current liabilities:— T

(Rs. in lakhs)

1961-62 1962-63 1963-64 1964-65

(¢#) Current Assets . IOI7°I8. 1CTI'24 T246°€C  1iCC¢7
(#) Current Liabilities. . 309°95 . 358-67 452°45 521°19
i) Percentage of curren ’

Assets to Current Liabi- .
lities. . . . 328°17% 298°67% 276°16% 230°35%




n

: - 230. The decline in the percentage of current assets to
current liabilities from year to year indicates that the
Increase in current liabilities has been disproportionate to
the increase in current assets. =

231. The General Manager stated that these were mainl
on account of the following factors; A (i) sum of Rs. 2.0
crores representing depreciation for the year 1964-65 had
been removed from the cash and bank balances as shown
under the head ‘Investments as fixed deposit with the bank’
as per policy adopted by the Corporation. This accounted
for the slight decline in the amount of current assets on

31-3-1965.

(i) The current liabilities had registered an increase
mainly under the {-llowing heads: Incidence on account
of the normal growt: in business, provision towards in-
terest on loan capital made in the account of 1964-65; in-
crease in advance passenger receipts on account of in-
crease in revenue collection; provision towards staff ameni-
ties made in the accounts of 1964-65, which were not

made in the earlier years.

232. The Committee note the explanations given in
regard to the decline in the percentage of current assets.
to current liabilities from year to year. They would, how-
ever, desire that the matter should be kept under constant

ot

reviewa‘ ‘ ! fa

C. Obsolescence Reserve

233. The table below gives the ‘Obsolescence Reserve’
which had been provided for in the Profit and Loss Account
of the Corporation during the past six years: —

(Rs. in lakhs)

1959-60 16°§1
1960-61 35°49
1961-62 30°49
1962-63 80°00
1963-64 . . . . . . . 6900
1964-65 28+28

234. It has been stated that the provision towards
obaolescence of spares is made after taking into considera-
tion the following factors: —

(1) The cost of spares for each type of aircraft.
(ii) The period for which the aircraft fleet is expected.
to be in operation.

Der've

in i.e
percentage-
of

. current

assets to
current
liabilities.



- Y
(iif) : The expected.sale proceeds of aireraft and spares
‘on“t. '>en‘" » -~ N P > g e

(iv) The provision already.. made.far ‘Obaoleacence..

Reserve'.
Provision 235.-Obsolescence of stores. and spares is mare.in auiae.
made tion..industry because of constant techinical impropements.

towards  being made in the vdrious items. The provision made. in

-obsoles-  1964-65 towards obsolescence is very small as compdred ta

senoce. that provided. in 1962-63. and 1963-64.. It should, tharefore,
be examined whether the provision made in 1964-65.was’
adequate and in keeping with the principles laid down for
the purpose.



. X
CONCLUSION

236. The function of the Indian Airlines Corporation as
defined in Section 7 of the Air Corporations Act, 1953, is to
provide safe, efficient, adequate, economic and properly co-
ordinated air transport services and the Corporation has
to so exercise its sxower as to secure that air transport ser-
vices are developed to the best advantage and
the services are provided at reasonable charges.
After nationalisation of air transport in 1953, the pro-
blems of integration of the airlines occupied the
time and resources of the Corporation till 1958. It was
in 1959-60 that attention was diverted to problems of re-
organisation of routes, iprovements of commercial services
and other matters which affect the efficiency of an airline.
Even then the scope was limited due to .the small margin
of surpluses available. The Corporation has stated that
its efforts to seek additions to its fleet have not been as
successful as they should have been due mostly to foreign
exchange difficulties since as a domestic airline it was not
considered to be a foreign exchange earner. As regards
opening of new routes and new stations, it stated that
with a large proportion of uneconomic routes in its net-
work it was impossible to take much risk by opening of
new stations. The Corporation feels that the conditio~s in
which it functioned during the last 12 years show that at
best the Corporation could function on a care maintenance
basis rather than on the basis of a flourishig concern.

237. The Committee, after a study of the working of this
Corporation, feel that its performance over the years has
been far from satisfactory. This is not solely due to diffi-
culties beyond its control but due to lack of proper plan-
ning and management and absence of direction. The main
shortcomings of the Corporation have been indicated in the
paragraphs supra. Some of these are:—

(i) The Corporation seems to be leaning on subsi-
dies from the State Governments and Civil Avia-

tion Development Fund, (Paras 11—28).

(ii) It has)conducted traffic serveys with a view
to ju the traffic potential in different Areas.
(Paras 39-40).

(iii) The Corporation has not been able to open more
routes or increase the number of stations served

by it. (Paras 48-49).
: ‘ 73
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(iv) These has been a setback in the Dakota re-
placement programme (Paras 54—356).

(v) The increase in capacity (Atkm) has not kept
pace with the rise in demdnd for seats on various
sectors (Para 81).

vi effort hias been made to develop dir ¢argd
0t g e e 0

(vii) Delays if:u{lights have become, a normal fedture,
Delays and cancellations, of flights occur dué to
regsons which canp be foreseen, dnd aléh on ag-
gg:;mt of minor grievances of staff. (Plras 97-

(vili) There was an upward revision. of,cﬁncei tion
clsga‘rgl,eg) which was not fully justified. (Paras
5-110).

(ix) Resérvation procedures need to be improved.
(P:ra‘s 114—1%. #r

(X) The Corporation’s sales promotion organisation

is weak. There is far too much fependence bn
business secured through travel agents which i$
not justified since the Corporation has no compe-

tition to face. (Paras 121—124).

(xi) Catering service at the Airport restaurants and
i1§3t)he plane is not up to the standard. (Para
133).

(xii) Complaints from the travelling public are not
attended to promptly. (Paras 134-137).

(xiii) Efficiency and output of employees is low
(Paras 79, 104, 137, 143, 203-204).

{xiv) Arrangements for physical verification of stores
are unsatisfactory. (Paras 169-177).

(xv) The incidence of absenteeism and overtime pay-
ments has been high in certain Departments
(Paras 193-200).

b ; p . L . »
(xvi) The need for pilots had not been adequately
visualised. (ﬁms 214-218). e

(xvii) There have heen delays in the imglementation
of the housing schemes (Paras 206-213).
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238. The Corporation should remove the defects point-
ed out in this Report and thereafter review its performance
from time to time and take effective measures to remove
the deficiencies that might have crept in the organisation.
There is a general feeling in the country that being a
monopoly organisation the Corporation tends to take its
duties too lightly and does not offer prompt or best service
to its customers. It is hoped that the Corporation will do
its utmost to gllay this apprehension in the minds of the

public.

. D. N. TIWARY,
Chairman,

Committee on Public Undertakings.

New Delhi;
20 March, 1966
8 Chaitra, 1888 (Saka)




APPENDIX 1
(Vide para 80)
Statement showing area-wise Scheduled Passenger
Services as on 1-3-1966.
BoMBAY AREA

Bombay-Ahmedabad-Karachi.
Madras-Colombo.
Bombay-Nagpur-Calcutta. (N.AM.S.).
Bombay-Calcutta.

‘Hyderabad-Bangalore.

Bombay-Madras.
Bombay-Bangalore-Madras,
Bombay-Hyderabad.

Bombay-Calcutta.

Bombay-Delhi.
Hyderabad-Vijayawada-Vizag.
Bombay-Ahmedabad-Udaipur-Jaipur-Delhi.
Bombay-Aurangabad.
Bombay-Nagpur-Bhopal.

‘Bombay-Goa.

Bombay-Mangalore.
Bombay-Belgaum-Mangalore-Bangalore.
Bombay-Baroda-Ahmedabad.
Bombay-Jamnagar-Kandla.
Bombay-Keshod-Porbander.
Bombay-Cochin.
Madras-Bangalore-Coimbatore-Cochin.
Madras-Trichi-Madurai-Trivandrum-Cochin.
Bombay-Cochin-Coimbatore-Madras.

CALCUTTA AREA

Calcutta-Kathmandu.
Patna-Kathmandu.
Kathmandu-Banaras.
<Colombo-Madras.
Calcutta-Dacca.
Calcutta-Rangoon.



™

Calcutta-Madras.

Calcutta-Delhi.
Calcutta-Agartala-Silchar-Imphal.
Calcutta-Agartala-Gauhati,
Calcutta-Agartala-Silchar-Imphal.
Calcutta-Agartala-Khowai-Kamalpur-Kailshahasr,
Calcutta-Agartala.
Calcutta-Bhubaneshwar-Vizag.
Calcutta-Tezpur-Jorhat,.

Calcutta-Gauhati.

Calcutta-Gauhati-Jorhat.
Calcutta-Gauhati-Tezpur-Jorhat-Lilabari-Mohanbark.
Calcutta-Gauhati.

Calcutta-Bagdogra.
Calcutta-Jamshedpur-Rourkela-Ranchi-Patna.
Calcutta-Rangoon-Port Blair,

DrrHr Arma
Delhi-Lahore.
Delhi-Kabul.
Delhi-Kathmandu.
Delhi-Nagpur-Madras. (N.A.M.S.)
Delhi-Hyderabad-Madras.
Delhi-Calcutta.
Delhi-Bombay.
Delhi-Bombay.
Delhi-Amritsar-Jammu-Srinagar.,
Delhi-Khajuraho.
Delhi-Jaipur-Ahmedabad-Bombay.
Delhi-Agra-Jaipur.
Delhi-Kanpur-Lucknow.
Delhi-Lucknow-Bhopal.

Delhi-Kanpur-Lucknow-Allahabad-Banaras-Patna-
Calcutta.

Delhi-Agra-Banaras-Calcutta.



Summary of

APPENDIX H

Recommendations/Conclusions of the Committee on
Public Undertakings contained in the Report

S. No.

Ref. to Para
No in the

Report

Summary of Conclusion/Recammendation

2

3

15

19

28

Civil Aviation being a Central subject, it is
the responsibility of the Central Government
and the Corporation to develop aviation in the
country, The losses on some of the subsidised,
routes are due to the fact that the number as
well as the type of aircraft required for pro-
fitable operation of the routes are not available
with the Corpartion. If a route does
not pay because the Corporation cannot put the
right type of aircraft or provide convenient
timings, the Corporation would not be justified
in claiming subsidy from the State Governments,
However if a route is not remunerative because
of poor traffic and the State Government still
wants to develop the route for its own purpose,
the Corporation should be entitled to a subsidy
from that State Government. The Corporation
should also so equip itself as to be able to pro-
vide aircraft suitable to the demand of a State.

The loss on the operation of Calcutta-Port
service should not be taken for granted. The
Andaman and Nicobar Islands are in a develop-
ing stage and it is reasonable to expect air traffic
to grow every year. Therefore, the reasons
for the decline in traffic in 1963-64 over
the previous year should be investigated.
Steps should be taken to better the performance
on this route and make it economical as the
demand grows. The possibility of operating a
direct service from Calcutta to Port-Blair should
also be examined.

The Committee consider that all the principles
governing the payment of subvention from the

78



32-33

Civil Aviation Development Fund should be
clearly defined so that they leave no room for
ambiguity. "Basically the Corporation’s route
pattern and fare structure should be gso adjusted
as to enable it to make profits even if excise
duty on fuel is heavy. Presently the Corpora-
tion is losing heavily on its Dakota operations.
It follows that as and when the Dakotas are re-
placed by new types of aircraft, the Corporation
should be able to operate most of its other
services in a self-financing way and thus obviate
the necessity of subventions. The Committee
would not like a large number of routes
to be subsidised as it gives an impression that
the Corporation is leaning heavily on subsidies.
Subsidies also curb initiative. They blur the
financial results indicated in the Balance Sheet
and Annual Accounts. Therefore the Corpora-
tion should aim at developing routes without
resorting to subvention. The Government
should examine as to how the private operators
with their limited resources make good profits
on their Dakota operations whereas a nationa-
lised Corporation like the I. A. C. cannot.

The Committee regret to note that the Night
Air Mail Services operated at a heavy loss of
Rs. 30.26 lakhg in 1964-65. Apart from Dakotas,
Viscounts and Skymasters were also employed
on the Night Air Mail Services. The load factor
achieved was 61.5 per cent, 70.9 per cent and
66'9 per cent respectively during the last three
years. The Committee are not fully convinced
that the losses were inevitable.

There have been complaints of lack of co-
operation between the Corporation and the
Postal authorities. Mails have not been accept-
ed ‘on the plea of receipt at the last minute. If
these complaints are true, it is not surprising
that the load factor on the Night Air Mail Ser-
vices has not been higher. A proper liaison
should be maintained with the Postal authorities
with a view to operate these services with a
higher load factor and thus bring in more re.
venue. When the present Night Air Mail Ser-



vices start showing profits, the question of ex-
tending them to other cities should be examined
in consultation with the Postal Department.

38 The Corporation should explore the possibility
of operating its services to adjacent countries
profitably by using an economic type of aircraft,
arranging proper timing and frequency and re-
sorting to greater sales promotion activities. The
Government should also allow the Corporation
on these routes the facilities that other interna-
tional airlines enjoy. If the financial results do
not improve even then, the Corporation should
discontinue these services unless otherwise direc-
ted by Government under Section 24 of the Air
Corporations Act, 1953.

40 It is regrettable that the Corporation even
after 13 years of existence has not set up an
Organisation to conduct traffic surveys to judge
the traffic potential of different areas of the
country. The Corporation should establish a
system of market research and sales promotion
to achieve better results.

47 The Committee note that under the Industrial
Policy Resolution of 1956, air transport has to
be developed as a Central Government mono-
poly. From the statement made by the Deputy
Minister of Civil Aviation in Lok Sabha on the
29th March, 1962, it would appear that the Air
Corporations Act was amended to allow some
private operators to serve those areas where ser-
vices were necessary but where the Corporation
could not operate its services on economic basis,
The intention obviously was that permission to
private operators to start scheduled ser-
vices would be given in exceptional cases
and for all other routes the Corporation would
assume full responsibility for development.
A perusal of the list of 15 routes mentioned in
para 44 of the report indicates that with a suita~
ble type of aircraft some of these routes
could be operated rofitably. The Cor-
poration should undertake a fresh review of
these routes and those which have adequate tra-

fiic potential so as to make them remunerative

in tﬁ)e near future, it should have them kept re-
served for itself. The remaining routes could be
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thrown open to the private operators so that

benefits of air trave]l become available in these:
areas.

It would be seen that the progress made in
opening new stations has been far from satisfac-
tory, In fact more stations have been closed than
opened, while it was expected that the Corpora-
tion would bring more stations within its net-
work. The Committee hope that expansion of
routes will be undertaken early and efforts made
to connect new stations which have a potential

for traffic growth and profitable operation of
services.

The Committee regret to note that although
the need for replacement of Dakotas was felt
several years back, the progress made in their
replacement has been very slow. The Corpora-
tion acquired 10 Friendship aircraft during the
years 1961-62 and 1962-63. Thereafter the Cor-
poration went in for the Caravelles for its trunk
routes and waited for the availability of the
AVRO for deploying on ihe regional routes. The
humber of AVRO aircraft to be made available
to the Corporation was inadequate to meet its
requirements. The delay in the manufacture of
AVRO should also have been anticipated by the
Corporation in 1963. The Corporation should
have continued gradual addition to its fleet, pre-
ferably by Friendship which was already on its
services, and which it intends to continue to de-
ploy instead of incurring heavy losses year by
year through the use of Dakotas.

Reference has been made in para 55 of the
Report to the enormous losses incurred in the
Dakota operations. In 1964-65 this loss amount-
ed to Rs. 170:92 lakhs. An improvement in the
financial results of the Corporation is thus de-

pendent primarily on the availability of the
AVRO aircraft.

The Ministry of Defence should take all possi-
ble steps to increase the rate of production of
this aircraft. However, if the production pro-
gramme of AVRO is being much delayed, the
Corporation should make additions to its fleet
by further purchasing any one type of the air-

craft already in its service so as to replace some
of the Dakotas.
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74

It has heen estimated by Lisie Corporation that
during the Fourth Five Year Plan it would re-
guire 14 aircraft to replace the Viscounts and

kymasters. It follows that these replacements
would necessitate heavy investment. Consider-
ing the need to expand more routes and services
and also the limited funds that will be available
durng the Fourth Five Year Plan period, the
Corporation should concentrate on expansion
and use the existing fleet until its operations
continue to be safe and remunerative.

The Corporation began its Frieudship opera-
tions in 1961-62 and expects to continue to opc-
rate it in future as the bacic aircratt for the
regional routes. This aircraft is regarded as an
economic and efficient one. There is no reason
why its operations should have lately resulted
in losses. As soon as the Corporation had
became aware of the adverse results of its ope-
rations it should have taken remedial steps
instead of waiting to do so in future, The Corpo-
ration should immediately take the necessary
steps in this direction and so arrange the route
pattern of the Friendship as to make them
remunerative.

According to the presept plans, the Corpora-
tion will continue to operate six types of air-
craft. The introduction of AVRO for regional
routes and a turbo-prop fcr snort sectors and
feeder routes seems to be necessary. The Com-
mittee would, however, like it to be examined
whether the introduction of Boeings and a second
generation jet will actually lead to speed efll-
ciency and economy and compensate for the
added costs which would result in maintenance
and operation of two more types of aircraft and
that too with a small fleet of each type. 'The
Committee are of the view :hat il is not ncces-
sary according to the route pattern and limited
fleet of the Corporation 0 &' pioy six types cf
aireraft in its service, These should be reduced

to .the minimum.

From the figures given, in para 72 of the report
the utilisation of Friendship aircraft works out to
5 hours 31 minutes per day in 1964-65 as against
6 ‘hours 18 minutes in 1963-64. Even allowing
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some.margin for the low utilisation due to opera-
tion on some short sectors, the utilisation is low
and should not have gone down to this extent.
Reference has been made in para 65 of this Re-
port about the losses incurred on Friendship
operations. As this is a new type of aircraft and
also capable of operating remuneratively, its
utilisation ought to be higher.

Recently there have been two accidents one on
7-2-1966 near Banihal Pass in which a Friendship
aircraft was lost with 33 passengers and a crew
of 4, the other on 15-2-1966 in which a Caravelle
was completely burnt all the runway at Palam
airport. In this case all the passengers and crew
were evacuated, but one passenger succumbed
to injuries later in hospital. It is probable that
adequate steps are not being taken to maintain
the necessary safety standards or the crew is
becoming complacent. If proper arrangements
are made for overhaul and repairs, flight
checks, communication of aeronautical in-
formation, weather reports, exchange of in-
formation on snags, malfunctioning ete., it
should be possihle to elimmmate accidents.
The Management of the Corporation as
also the Government should pay particular atten-
tion to these aspects and ensure highest standards
of passenger safety, airworthiness of the aircraft
a.ncr operational efficiency of the staff on the
ground as also of the air crew.

From what has been stated in paras 81-84 of
the report the Corporation’s load factor around
70 per cent over the last decade can be consider-
ed as very satisfactory. But this also indicates
that along with the increase in load there has
been ' a corresponding rise in the demand for
seats which has considerably remained unsatis-

factory all these years. This was also admitted

during evidence and is borne out by the ever long
waiting lists in the Corporation’s booking offices,
which causes great inconvenience to numeraus
passengers who are unable to get seats or travel
at short notice. As the Corporation has a mono-
poly of air services within the country, the
management must constantly endeavour to meet
the requirements of the travelling public to the

‘maximum extent throughout the year.
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At present Air India does not normally carry
fare paying passengers or domestic cargo on
their services within India. The result is that
its spare capacity to the extent of 50 per cent
goes unutilised With a view to utilisation of
this capacity, as also for the convenience of the
travelling public, the Committee have, in their
report on the working of Air India, recommend-
ed that an arrangement should be made whereby
passengers unable to get seats on I.A.C.’s services
are as a matter of course diverted to Air India’s
Boeing. It is also envisaged that I.A.C. would
get 50 per cent share of the revenue from the
‘traffic so diverted to Air India. This arrange-
ment which will be beneficial to the travelling
public and the two air corporations should be
reached immediately failing which Government
might examine the question of issuing a
directive.

The Committee regret to note that there has
been decline in the cargo traffic from year to
year. If the cargo trafic in the eastern
region is excluded, the balance of cargo carried
in the rest of the country would be meagre. It
seems that in the past whenever additional capa-
city was planneg on the trunk routes and the
regional routes, no conscious effort was made for
developing cargo traffic in the country or to ac-
quire the right type of aircraft for the purpose.
The, Corporation also does not want to publicise
the advantages of transport of cafgo by air and
to create a market for it. With the present agi)-
roach of the Corporation of shunning or only
waiting for business to come, it is not surprising
that this important source of traffic revenue has
remained neglected and declined and the avail-
able capacity has also remained unutilised to
some extent. The Committee expect that in the
Fourth Five Year Plan period there would be a
planned growth of passenger, mail and cargo
trafic and it would also be possible to introduce
pure cargo services covering the country.

The reasons advanced for the delays are un-
satisfactory. Many of the delays were avoidable
or could have been reduced and of one such delay
the Committee had some experience. There is an
impression amongst the people that delays in
1.A.C's flights are a normal feature and much of
it is due to bad organisation and lack of spirit
of service. Such impressions are strength-
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ened when reports .appear in the press
quite frequently about services being delay-
ed or even cancelled becasue the crew did not
turn up in time or did not take off on account
of minor staff grievances. The Committee would
like to emphasise that the reputation and relia-
bility of the Corporation depends considerably
on its punctuality of service, The Corporation
must always be conscious that delays in flights
cause considerable inconvenience to the public
and lower its utility as a fast carrier. All cases
of engineering, traffic and operational delays and
avoidable cases of weather delays must be looked
into by a senior officer. In case of default
the responsibility should be speedily fixed and
the offender punished. @ The Management
should not be lenient in this matter and should
lay greater emphasis on discipline among the
officers and staff so as to improve its reputation
and create a better understanding of its work-
ing.

The Committee are not convinced that there is
a case for levy of cancellation charges to the
extent of 50 per cent. The main reason for this
upward revision was frivolous booking by some
persons. In that case genuine passengers who
for one reason or the other are not able to
perform the journey after the tickets are pur-
chased should not be penalised so heavily. The
provision for waiving of charges in suitable cases
is also combersome because it creates problem
of verification of genuineness of each case. There
is a case for liberalisation of this procedure. The
cancellation rates should be reduced suitably.

The Committee feel that while the holding of
certain number of Priority Seats is necessary in
the interest of Government business, they con-
sider that the Corporation should not also be
unduly handicapped by holding over of too
many seats. They would, therefore. suggest a
review of Priority Seats from time to time with
a view to reduce them to the minimum and also
to advance the time for the release of the un-
required seats.

The various measures proposed for setting the
reservation organisation on a systematic tooting
are in the right direction. The system of sector
allocation of seats should also be improved to
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ensure the optimum utilisation of the available
seats. Besides efforts are needed on the part
of the Corporation to raise its image in the eyes
of the travelling public by courteous handling of
the passengers at the Reservation Counters etc.

Complaints regarding delays in confirmation
of reservations required from out stations
are quite frequent. The Corporation should,
therefore, have an efficient system of com-
munication. It should be accorded priority
for obtaining additional teleprinter circuits so as
to link all important stations in the country
which are connected by scheduled air services.
In the meantime, increasing use should be made
of the wireless telegraph and telecommunication
channels available with the Posts and Telegraphs
Department and the Director General of Civil
Aviation for arranging reservations for passen-
gers, particularly foreign tourists,

While there is no denying the fact that Travel
Agency System plays an important role in an
air transport industry and has certain obvious
advantages, it has to be realised that too much
reliance on the travel agents for the procurement
of business hardlv reflects well on the sales
efficiency of the Corporation. There is a general
im(fression that its sales organisation is weak
and inattentive. Further the share of 38:29 per
cent of the total business secured by Agents in
1964-65 is on the high side, Greater efforts are,
therefore, needed to gear up the sales promo-
tion machinery of the Corporation so that the
large commission paid to the travel agents could
be saved. This saving should be utilised for
providing better amenities to the passengers
and in opening mofe booking offices, particularly
in the District Headquarters and Commercial
Centres. Efforts should also be made to reduce
the number of travel agents.

The Committee are not convinced that there
is a case for opening of 1.A.C.’s offices abroad.
at stations where it is not operating its services.
Air India's offices abroad as also those of the
Tourist Department of the Government of India
should normally be able to look after its interests
abroad. What is needed is that there should be
2 greater liaison with the Air India’s and Indian
Tourist Offices which can be kept by supplying
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thex’g upto date information and schedules of
services.

It is surprising that the facilities supposed to
be available to passengers for missed connections
are almost unknown to the travelling public.
Adequate publicity should be given to this and
lodging and other necessary facilities provided
to all passengers entitled to them. Boarding
and loading facilities to through passengers
who are forced to break journey in the absence
of a connecting flight might be provided.

In their Report on Air India, the Committee
have dealt with the question of contracts given
mcaterers at the international airports in India.

\s regards service in the aircraft, there is a
gentiiine ground for complaint regarding quality
of food. The Corporation should improve its
catering department and also strive to get satis-
factory service from the caterers apﬁo nted by
the D.G.C.A, and if necessary by making alter-
native arrangements for supply of good qualityl
food.

Thé various public complaints and deficiencies
in organisation some of which have been men-
tioned in paras 134-135 of the Report, should be
examined and improvements effected. It is the
general view and also the experience of the
Members of the Committee that com-
plaints are not attended to promptly. Thez hall-
mark of efficiency of a public utility undertaking
lies in its readiness to learn from mistakes an
drawbacks and to act promptly on complaints
received. The institution of complaint cells for
checking up and proressing the follow up action
is a step in the right direction. These cells
should ge under the charge of responsible and
energetic officials who can initiate quick reme-
dial act’on in regard to complaints. complaint
book should he kept in each aircraft. The cus-
tomers satisfaction and convenience should in-
:ariably motivate all activities of the Corpora-
fon.

From the figures given in paras 138-141 of the

eport it appears that the efficiency of the over-
ﬁ!ul shops ife s considerably deteriorated. Even
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if it is assumed that the rise in average costs has
been due to increase in wages, cost of spare
parts etc., there is no reason why the average
man-hours spent should increase in one year b;
36 per cent. in the case of Friendship aircr:
while in the case of Skymaster aircraft it is 48
per cent. There should have been some unifor-
mity in the percentage increase which is very
much on the high side. The reasons for these
increases should be investigated and steps taken

to improve the efficiency and output of the work-
shops.

Judging from the rate at which there has been
an increase in the man-hours spent on overhaul
of engines, cost of repairs and maintenance, and
also the delays in flights due to mechani-
cal troubles, it seems that all these aspects re-
quire immediate attention of the Corporation.
The Committee hope that the reorganisation pro-
{)iosed by the Corporation will improve the situa-

on,

There is another aspect to which attention
might be paid. During the Fourth Five Year
Plan period, the Corporation will replace certain
types of aircraft by new ones. This would ne-es-
sitate reorganisation of the existing workshops
to enable it to change over to new types of air-
craft maintenance. The Committee suggest that
in the new set up there should be one Base only
for maintenance and overhaul of a single type
of aircraft as it would be conducive to maximum
utilisation of manpower and machine capacity.

It was noticed that the overhauling capacity of
engines fitted in the Viscount aircrait was deve-
loped several years after their introduction into
the Corporation’s service. Initially. the Caravelle
Engine had also to be sent abroad for overhaul-
ing. When new types of air-raft are introduced,
timely action should be taken to develop over-
hauling capacity so as to obviate the necessity
of sending their engines abroad.

It is noticed that the value of material pur-
chased indigenously to the total purchases made
was 18 per cent only in 1963-64 which must be
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considered as insignificant, The Committee ap-
preciate the limitation on  manufacture of
items of a proprietory nature and that manu-
facture of spare parts for different types
of aircraft will not be economical. Yet, to depend
on imported spares to the extent of 98 per cent is
not desirable. It is apparent that no serious
thought was given to the possibility of manufac-
turing aircraft items in the country until quite
recently. In view of the foreign exchange diffi-
culties and to attain self-sufficiency the manufac-
ture of spare parts in the country to a large ex-
tent must be undertaken immediately.

The Committee note that even after the value
of rotables and Caravelle consumable stores are
excluded the total value of stock holding of con-
sumables as at the end of 1964-85 amounted to
three years consumption. The Corporation has
stated that the maximum level of stock holding
of imported stores and spares is 18 months. In
the case of stores available from indigenous
sources the maximum level is 6 months, Accord-
ing to this the holding of consumable spares
equivalent to three vears’ consumption is high.
Efforts should be made to bring down the level
of inventory.

» Tt is seen from the above that the accumula-
tion of stores has been because of the delay in
conducting surveys of wusable. and un-usable
stores. Such accumulations should be avoided
and a proper procedure laid down whereby the
value of stores is determined every year.

The detailed list of non-existent items, which
has been supplied to the Committee, shows that
ouite a number of those items need not be charg-

. ed to revenue exvenditure in as much as thev

could appropriatelv be regarded as capital assets.
The items in question should be properlv classi-
fled as between capital and revenue expenditure
and adjustments carried out in the accounts.

Tt appears that the Reconciliation of this class
of assets was done only in the case of Calcutta
Area. Tt is probable that in other Areas also the
valie of several non-existent structures has been
included in the accounts. Reconciliation of such
items in other Areas should be done forthwith,
if not done already.

2012(All)L8.—1T.
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It is cdear that the Ceaparetion’s agents in the
U.S.A. did not inspect the valves with the meti-
culous care that was needed before certifying
them. The responsibility of the inspecting orga-
nisation in such matters needs to be precisely
defined and inocorperated in an agreement so as
to safeguard agaimsi any such failure in future.

it is noticed that the thefts occurred at Safdar-
jumg Stores Depot in October, 1961, October, 1962
and April, 1968, The Committee are intrigued
how these thefts continued without being detect-
ed though their dates are kmown. It is surpris-
ing that the responsibility for these losses could
not be fixed on any person. The Committee are
unabie to accept the plea pwt forward that this
was because people were working in shifts. The
obvious reason appears to be that those who
should have investigated into them failed to fix
responsibility for some reason or the other.
‘The Committee understand that security mea-
sures for keeping proper custody of stores have
now been strengthened.

The Audit coroments on the physical verifica-
tion of stores amd other amsets of the Corpora-
tion reflect a very unsatisfactory state of affairs
in its Stores Department. Physical verification
of Stores in an undertaking by scheduled dates
is an imperative necessity. Tt becomes difficult
to make adjustments and fix responsibility when
diserepancies come to light after a belated veri-
fication. Such inondinate delays in the physical
verification of stores do mot bring credit to the
management,

The Committee are not convinced that the in-
terests of either the Government or the Corpo-
ration can he best served by the Secretary of a
Ministry being the Chairman of a Corporation.
The Estimates Committee have pointed out the
defects in such an arrangement, and there should
not normally be an exception to the general rule.
However hard a person works objectively and
balances the two interests, when interests con-
flict. it is mot poasible to take a detached view.
Tn fact in the formulstion of a decision within
the Ministry the officials of the Ministry are
likely to assume that the wews of the Corpora-
tion have the approwal eof the seniormost exe-

-
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cutive of the Ministry and as such their views
are likely to be biased. Another drawback in
such an arrangement is that the presence of a
senformost officer of the Ministry in the Board
hampers the autonomous functioning of the Cor-
poration and does not provide sufficient incentive
to its chief executive to take independent deci-
gions, owsoever he may try to do so. The Com-
mittee also do not agree with the plea that pro-
per co-ordination between the D.G.C.A. and the
Air Corporations can be maintained only by
having the Secretary of the Ministry as the
Chairman of the Corporation. These are in fact
matters which should be settled at Departmen-
tal levels, The present arrangement of having
the Secretary of the Ministry as the Chairman
of the Corporation is not satisfactory and should
be ended.

The Estimates Committee have, in paras 45
and 46 of their 52nd Report (Third Lok Sabha),
observed that frequent changes of the incum-
bents of posts of Chairmen and Managing Dir-
ectors are not desirable in as much as this results
in a waste of experience and intimate knowledge
aequired by the individual. That Committee had
recommended that the incumbents of these posts
should be selected carefully and appointed for
a minimum term, say 5 years, so as to enable
them to fully implement the plans and pro-

mes entrusted to them and to contribute
to the efficient and economic working of the
enterprise concerned. At the same time, the
tenure of these posts should be linked up with
the performance of the individuals concerned so
that it should always be possible to remove un-
successful or inefficient persons before the ex-
piry of their term. In selecting Chairman or
General Manager of the Corporation these re-
commendations should be borne in mind.

There is a case for a separate Area for the
Southern region. This would ensure greater co-
ordination, control and general supervision over
the activities of the stations in that region. The
Committee, however, expect that the consequent
jncrease in overheads and other expenditure
would be adequately comfpensated by increase In
business and efficiency of the Corporation.
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Absenteeism to the extent of 25 per cent or
23 per cent in the Engineering and Traffic De-
partments respectively is abnormal. Such ab-
senteeism not only result in excessive overtime
payments but also affects the efficiency and
smooth functioning of the concerned depart-
ments. All aspects of absenteeism should be
studied to evolve a proper procedure for grant
of leave to staff and create conditions in whicn
absenteeism can be kept within limits.

As regards overtime payments, the Committee
see no reason why in the Engineering Depart-
ment the overtime payments should have in-
creased by 100 per cent in 1964-65 as compared
to 1963-64. This indicates the extent of 1neffi-
ciency in this Department to which a reference
has also been made in para 143 of in this Report.
This also reflects on the management. The Com-
mittee are inclined to believe that in other De-
partments also there is scope for reducing over-
time payments. They suggest that this matter
should be reviewed and overtime payments re-
duced substantially, In this connection, as one.
of the steps to reduce such expenditure, the
Committee would suggest that sanction of over-
time payments should be given by officers who
are themselves not entitled to it.

The increase in staff from year to year has
been attributed to the increase in business and
work-load of the Corporation. While this is un-
derstandable, every increase in business should
not necessarily be followed by an increase in
staff. In any large organisation there is ample
scope for simplifying procedures, introducing
labour-saving devices etc., so that the staff ren-
dered surplus thereby could be diverted to cope
with the work created by increase in activities.
The Committee find that the public sector pro-
jects are over-staffed. It is expected that the
Corporation will on its part try to allay these
impressions by keeping its staff strength at the
minimum level.

An over-all review of staff requirements should
be made periodically to ensure that the
disposition of the staff at wvarious places
actually conforms to the increase or decrease in
the workload necessitated from time to time.
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Although plans for construction of quarters in

- Delhi were initiated in 1959-60, it took six years

for the Corporation to acquire a suitable plot for
the purpose. The Committee appreciate the
difficulties that are faced in acquiring suitable
land in big cities. However, if serious efforts
had been made to expedite the matter at various
levels, there is no reason why the Corporation
should not have succeeded earlier in its efforts.
Presently, beyond acquisition of land, no pro-
gress seems to have been made towards construc-
tion of houses. The Corporation should attend
to this matter urgently.

From the information originally placed be-
fore the Committee it was not clear as
to why the scheme had to be abandoned.
In the Audit Report it is stated that this
was done because the land was not suit-
able. But at the time of evidence before the
Committee the reason given was that a portion
of the land was required by the DGCA for their
own use. Whatever be the reason, the result is
that the housing project of the Corporation has
been delayed by about four years. If the selec-
tion of site at Narayanpur village had been
made after proper survey or the project had
been executed expeditiously the need for mak-
ing changes would not have arisen. The scheme
should now be proceded with expeditiously.

In this connection the Committee have
noticed that in 1958 the requirement of pilots
was estimated at 30 to 45 pilots a year. The esti-
mate was later revised to 30 to 35 but in 1959 it
was reduced to 10 pilots a year. These assess-
ments had varied because of the Corporation’s
failure to appreciate in time the introduction of
heavier and faster aircraft. From the foregoing
paragraph it is seen that the shortage of pilots
since 1963 is due to the inability of the Corpora-
tion to sssess its requirements correctly. When
it was noticed that there would be a shortage of
pilots, the Corporation had to make ad hoc ar-
rangements to recruit them from the Flying
Cluks etc., and train them at its own Central
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Training Establishment at Hyderabad, This
arrangement is most unsatisfactory. Proper
planning should be done to secure g regular flow
of pilots according to requirements.

As regards arrangements to be made for train-
ing of pilots in future, it would be desirable to
open a centre for their training where candi-
dates could be given ab initio training and
further training imparted to those who are re-
cruited from Flying Clubs etc. The burden ot
training cost falls on the Government in either
case. What is important is that the training
should be thorough and economical and
there should be mo duplication of efforts whe-
ther at the Flying Clubs, the Civil Aviation
Training Centre or at Corporation’s own Training
Establishment at Hyderabad.

The Wheatcroft Committee had recommended
immediate withdrawal of Radio Officers from
the Viscount fleet in 19569. The Committee regret
to note that it took more than 5 years to imple-
ment this recommendation. The Friendships and
Caravelles were introduced later into the Corpo-
ration’s services. and it should have been possi-
ble to operate them without a Radio Officer from
the very beginning. The non-withdrawal of
Radio Officers from the Viscount fleet for over
five years and their introduction on the Friend-
ships and Caravells when they were not needed
shows how ineffective the management of the
Corporation has proved.

The Committee are informed that further rec-
ruitment of Radio Officers has been stopped.
The two-crew operation is likely to be intro-
duced shortly wgen the Radio Officers will be-
come surplus to requirements. The Committee
hope that efforts will be made to employ them
for suitable jobs on the ground or in other allied
orgamnisations,

A study increase in profits which has been no-
ticed during the last three years augurs well for
the future of the Corporation.

In 1965-66 the Corporation had budgeted for
a profit of Rs. 1'47 crores, which, on an Equity
capital of Rs. 18- 97 crores, would have worked to
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154 per cent. However, in view of the disruption
of services during the period of the emergency
and a rise in wages of the Pilots, the Corpora-
tioln is likely to end 1965-66 on a marginal profit
only.

The Committee note the explanations given
in regard to the decline in the percentage of cur-
vent assets to current liabilities from year to
year. They would, however, desire that the mat-
ter should be kept under constant review.

Obsolescence of stores and spares is more in
aviation industry because of constant technical
improvements being made in the various items.
The prowvision made in 1964-65 towards obsoles-
cence is very small as compared to that provided
in 1962-63 and 1963-64. It should, therefore, be
examined whether the provision made in 1964-
85 was adequate and in keeping with the prin-
ciples laid down for the purpose.

‘The Committee, after a study of the working
of this Corpration, feel that its performance
over the years has been far from satisfactory.
This is not solely due to difficulties beyond its
controel but due to lack of proper planning and
management and absence of direction. The main
shortcomings of the Corporation have been in-
dicated in the paragraphs supra. Some of these
are:

@) The Corporation seems to be leaning
on subsidies from the State Govern-
ments and Civil Aviation Develop-
ment Fund. (Paras 11-28)

(ii) 1t has not conducted traffic surveys
with a view to judge the traffic poten-
tial In different Areas. (Paras 39-40).

(tti) ‘'The Corporation has not been able to
open more routes or increase the num-
ber of stations served by it. (paras 48-

49).

(iv) There has been a set-back in the
Pakota  veplacement  programme




(v) The increase in capacity (Atkm) has
not kept pace with the rise in demand
for seats on various sectors (Para 81)

(vi) No effort has been made to develop air
cargo traffic (Para 96).

(vii) Delays in flights have become a nor-
mal feature, Delays and cancellations
of flights occur due to reasons which
can be foreseen, and also on account
of minor grievances of staff. (Paras
97-104).

(viii) There was an upward revision of can-
cellation charges which was not fully
justified. (Paras 105-10).

(ix) Reservation procedures need to be im-
proved. (Paras 114-16).

(x) The Corporation’s sales promotion or-
ganisation is weak. There is far too
much dependence on business secured
through travel agents which is not jus-
tified since the Corporation has no com-
petition to face (Paras 121-24).

(xi) Catering service at the Airport res-
taurants and in the plane is not up
to the standard. (Para 133)

"/ (xii) Complaints from the travelling pub-
lic are not attended to promptly
(Paras 134-137)

\/('xiii) Efficiency and output of employees is
low. (Paras 79, 104, 137, 143, 203-204).

iv) Arrangements for physical verifica-
tion of stores are unsatisfactory.
(Paras 169-77).

(xv) The incidence of absenteeism and
overtime payments has been high
in certain Departments (Paras 193-200)

(xvi) The need fof pilots had not been
adequately visualised (Paras 214-218).
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(xvii) There have been delays in the im-
plementation of the housing schemes
(Paras 206-213).

The Corpcration should remove the defects
pointed out in this Report and thereafter review
its performance from time to time and take
effective measures to remove the deficiencies
that might have crept in the organisation, There
is a general feeling in the country that being a
monopoly organisation the Corporation tends to
take its duties too lightly and does not offer
Erompt or best service to its customers. 1t is

oped that the Corporation will do its utmost to
allay this apprehension in the minds of the pub-
lic.

GMGIPND—L.S. I—2912 (Aii) L.S.—29-3-66—1,240,
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28, Jayana Book Cha; 66
um Bqﬂ
Rew MANIPUR}
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Connaught Place, New High l  Annexe,
Delhi.—1. Imphal.
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* COUNTRIES
. The United Book 8 .
g Ak K MR s Toe Sepun Bt
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» New : h Commission of India,
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