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SHRI BHUPESH GUPTA: You are Ihere 
to guide us. -Most unfortunately I was not 
allowed when I got up to support Mr. Praaab 
Mukhcrjee. 

CALLING   ATTENTION TO A MATTER 
OF URGENT PUBLIC IMPORTANCE 

Reported   Cheating of   Air-India    by 
more than Rs> 1 crore by its Agents in the 
Philippines, Iran and within the Country 

SHRI DINESH GOSWAMI (Assam). Sir, I 
rise to call the attention of the Minister of 
Tourism and Civil Aviation to the reported 
cheating of Air-India by more than rupees one 
crore its agents in the Philippines, Iran and 
within the country and the action taken  by  
Government  in  this  regard. 

THE MINISTER OF TOURISM AND 
CIVIL AVIATION (SHRr A. P. SHAR-MA): 
Mr. Deputy Chairman, Sir, in Philippines, Air 
India has an off-line office. The revenue 
generated by Air India prior to dealing with 
Odyssey in 1976/77 in Philippines was Rs. 
1.80 lakhs. Air India was not dealing with any 
agent at that    time.   In the first 

.irter 1977, movemenv; of labour traffic 
commenced from Philippines to the Gulf and 
Odyssey Corporation was a main supplier of 
the traffic. 

Thereafter in errly 1977, Air India East Asia 
Offices started dealing with this organisation. 
During 1977, Odyssey produced Rs. 5.08 
lakhs of business. During 1978-79, the 
business rose to Rs. 36.39 lakhs and in April, 
1979 to September, 1979, the sales increased 
to Rs. 37.98 lakhs. The total monies received 
from this organisation in two and half years 
from April, 1977 to September. 1979 was Rs. 
80 lakhs. The credit period given to the oarty 
was sixty days as given by Philippines 
Airlines. In June, 1978, Air-Indiq headquarters 
seeing the sales increase, asked their East Asia 
region to reducj the ciedit of 4!i days so as to 
reduce the risk of the financial liability. The 
organisation, however, did not agree.   In order 
not 

to  jeopardise good revenue from, this source.    
Air  India's Philippines office continued 
dealing with party meats  were   received 
without  any  default.   It was only in 
September,  L9 the first default tooa     place, 
the outstanding amount being Rs. 12.29 lakhs 
in  respect  of sales in  August-September.  
1979.    In view of this,    sales Odyssey, were 
disallowed from October. 1979,  and  all  
arrangements  were  terminated in Decem'-.er,  
197!).    Owing to Air India's pressure, the    
organisation gave   a   cheque  fqr    . the   
outstancsing amo'uht in January.      
lSgQjvhlch not honoured.    Civil and 
Criminal proceedings have been    initialed    
against Odyssey for recovering the, outstand-
ing  money.  Disciplinary   proceedings 
against   the   Regional   Director,   East Asia,    
Manager, Hongkong and Sales Manager.  
Philippines  have  been   instituted. 

Ajanta Travel has been Air India's General 
Sales Agents and handling A.gents for Air 
India flights at Tehran until February. 1981. 
They were originally appointed in 1966. Till 
the end of 19J7, the wcrjting arrangements 
with this organisation. was smooth except for a 
dispute regarding the handling- charge for Air 
India's flights since the GSA was 
overcharging. Air India using a higher rate of 
exchange between the pound sterling and 
Iranian Rials. However, all payments were 
received more or less by due dater; till the end 
of 1977. 

Due to the oolui Hon in In 
the IATA Agents delayed making payments on 
sales mr.!e    by them to the GSA who also   
started   delaying payments   to  Air   India.    
The total  sa generated through the GSA was 
Rs. 2." i;khs per month from mid-1977 

The total outstanding is Rs. 45.28 lakhs. 
This oui-tandTif* will in fact come down to 
arroroximately to Rs 30 lakhs after making 
legitimate adjustments in respect of claim 
made by the GSA. The outstanding has arisen 
in view of the unauthorised claims from 1978 
made by the GSA. 

Air India's legal Advisers were not until 
recently in favour of the termi- 



181 Calling Attention re.      [ 2 MAR. 1981 ]      cheating of Air-mata 182 

nation of the GSA agreement or legai action 
being taken, in view of the lack of adequate 
leSal machinery in Teheran. They had advised 
Air India to reach a negotiated settlement with 
the GSA. Since there has been no payment 
received from the GSA. Air India Legal 
Adviser in Teheran has now advised the 
termination of GSA agreement and launching 
of legal proceedings. This has oeen done by 
Air India. 

Air India could not terminate the agreement 
earlier as GSA was needed in Teheran to 
cover the wide sales Area as Air-India did not 
have adequate establishment and no other 
party could be considered as GSA due to the 
political turmoil. With the cancellation of the 
GSA agreement Air India has now :ecided to 
strengthen its own establishment. 

Polaris is an IATA approved cgent located 
in Baroda. The default to Air India is in 
respect of sales for the period November 15, 
1980 to January 10. 1981. 

The agent made remittances on fortnightly 
basis for the preceding fortnight. Payments for 
the second fortnight of November, (Rs. 9.22 
lakhs) and for the first fortnight of December 
("Rs. 12.77 lakhs), payment were m?de by 
cheques on 15th and 30th December 
respectively. These cheques were not 
honoured. 

For the second fortnight of l^^m-ber, and 
for the period from 1st to^Jth January, 1981, 
no payment was made. Thus the total 
outstanding was Rs. ZS lakhs. On Air India 
constantly persuing the matter, the agent paid 
Rs. 4 lakhs on 14th January, 1981 «nd Rs. 6.8 
lakhs by the end of January. This reduced the 
outstanding from Rs. 36 lakhs to Rs. 25.64 
lakhs. No further payment has been made by 
the Agent. Criminal and Civil proceedings 
have been launched against him. This agent 
also owes Rs. 18 lakhs to other airlines. 

Investigations are being made to establish if 
any Air India's officials are responsible for 
this default. 

At Air India's instance, IATA has declared 
this Agent "in default' and Air India and 
other airlines are not dealing with the agent 
now. 

Happy Travels is an IATA approved it located 
in Bombay.   This agency defaulted for Cargo 
sales made during the period May 16th to May 
31st, 1980 ' the net sales amounted to Rs. 6.60 
lakhs. 

The agency also defaulted io the extent of Rs. 
5 lakhs due to the other "am lines. On the 
advice of Air India this snt was declared 'in 
default' by IATA. The agent has been given 
lime till 31st March, 1981 by IATA to settle 
the outstanding amount to all airlines, failing 
which the agency will be removed from the 
IATA approved list ahd carriers can institute 
legal proceedings against them. Air India will 
institute legal proceedings if payment is not 
received by 31st March, 1981. The bank 
guarantee of Rs. 2.50 lakhs has been     
encashed       by       Air     India. 

MR. DEPUTY CHAIRMAN: I would like 
to request honourable Members that we 
should conclude by 3, and every Member 
may kindly be very brief in his observations 
and ask only relevant questions because a lot 
of things have already been given by the 
Minister. 

SHRI DINESH GOSWAMI: Sir, I shall be 
very brief. The reply given by the honourable 
Minister confli that there has been a default to 
the tune of Rs. l crore by the various agencies 
in Philippines, in our own country, and in 
Teheran by agencies whose names are very 
attractive; Odyssey, Ajanta, Polaris, Happy 
Travels, though their performances are not at 
all happy. The honourable Minister said that 
lie has instituted legal proceedings. We know 
that whenever you take legal proceedings; it is 
not only time-consuming and in the legal pro-
ceedings a lot of money has to be spent: Air 
India shall have to spend a lot 0f money in the 
proceedings, and even in ultimately the 
amounts are recovered, the expenditure in the 
proceedings    also will have amounted to 
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the same. However, some of the questions 
remain unanswered. Sir, as you have put a 
time-limit on me. I shall straightway go to 
those questions. The tact remains that so far 
as Happy Tra* vols is concerned, in sp\ite of 
tha faci that it defaulted Rs. 6.60 lakhs, we 
could recover only Rs. 2.50 lakhs by way of 
securities. So far as their securities are 
concerned, ni Jdyssey, Ajanta, Polaris, their 
security was much less than the default 
which has taken place. I have come to kiiow 
that the security is much less because the 
security is only calculated on the basis of the 
booking that they handle. Discounts are not 
laken into uccouu>. with the result, the 
business handled by the travel agents, the 
quantum o* money involved, is much more 
than the security which you (ake from <hem. 
In lact, if the security had been taken on the 
basis of business handled, today Air India 
would not have been facing this difficulty, 
because it would have been in a position to 
recover the amounts I understand in Teheran 
the Legal Adviser advised, against legal 
proceedings, termination of the contract. The 
firm at Teharan, Odyssey defaulted from 
September, gave two cheques which were 
not honoured. In any country if a cheque, 
once given, is not honoured, it is a criminal 
offence. So why did you not at that point of 
time terminate the contract? Because, 
ultimately if the contract had been 
terminated, the firm would have to approach 
thq court of law saying that the contrac!' had 
been terminated. And I am sure in any 
country of the world in the court of law, if 
you are in default end if you give a cheque 
which is not honoured, then you are 
undoubtedly not in a position to press your 
claim So I would ask the Minister, firstly, 
why is it that knowing fully well that such 
defaults are taking place not only in our 
Airlines but in other Airlines also, the 
Minister or Air India did r.ot take steps to 
see not only in security taken on the basis of 
the amount handled but also on the basis of 
discounts? Because, otherwise, in my 
submission,  I  feel  this  has  become  a 

very artificial way of doing things. In ou.' 
own country, Baroda, which is righi under 
your nose, so far as Pilaris is concerned, the 
Minister admitted that an amount of Rs. 3b 
lakhs is yet to be recovered from these 
agents. He has defaulted other Airlines io 
the extent of Rs. IS lakhs. 

So far as Polaris is concerned, there are 
some fundamental questions which Air India 
will have to answer. The Minister has stated 
that Polaris u an IATA agent. 1 am toM that 
they are not permitted to give incentives and 
discounts. If that is the position, how is it 
that Polaris was given incentives. In this 
country there is a definite law against 
undercutting. When we travel we have seen 
that Air India does not give you tickets on 
the same lines as the other airlines do. 
Undercutting is not permitted. Not only that, 
there is a law which probably goes to the ex-
tent of punishing with imprisonment any 
person indulging in underr-utting. How was 
it that undercutting and discount were 
allowed so far as Polaris was concerned? 
The agency Polaris does not have even the 
requisite staff. Air India endorses the ticket 
in the name of *e agent- Tne consumer does 
not get the benefit of the discount offered 
but a percentage also <?oes to some of the 
officers in the Air India. I would like the 
hon. Minister to examine this question. In 
the case of discount, the customer ultimately 
does not juk any benefit. If the customer 
geMRie discount, I can understand the logic 
of it. In spite of the fact that there is a law 
against undercutting in this country, how is 
this permitted? How is it that it is being 
allowed under your very nose, in front of 
your headquarters, when the benefit thereof 
has not gone to the customers. This is shared 
between the staff and sometimes the travel 
agents. You have allowed them to default to 
the extent af Rs. 36 lakhs and secondly their 
cheque haa not been honoured. Is it a fact 
that in the Air India there is lot of corruption 
in the appointment of these agents? In 
Canada and in America we had heard about 
this earlier. There wag a case in Bangkok 
also where the 
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Air India staff objected. In America you tried to 
give it to somebody against Government 
regulations. In this House I recall a number of 
ref-f erences to that. Is it also a fact that the Air 
India is in a bad shape because of lack of 
modernisation? You have tried or taken some ad 
hoc measures to improve the situation. In the 
recent past for Airlines coming from America to 
Delhi was cut off and Bombay was put with the 
result that staff at various capitals did not know 
which Aircraft of Air India will go where... 

MR. UEPUTY CHAIRMAN: That does not 
come under this. It is about the worlcing of the 
Airlines. 

SHRI DINESH GOSWAMI: A large 
number of Air India routes were div 
erted. Mince we are short of time, I 
will str\ightaway put my questions. 
"Why undercutting and discounts were 
allowed* In this country in spite of 
a definite law you have permitted 
undercutting   and    tilis 
it? Is f! a fact that traffic has been diverted from 
Air India to various Airlines of other nations in 
the recent pa\t because of mismanagement In the 
iiir India? Will you kindly give specific answers 
to these questions? 

SHRI A. P. SHARMA: I am grateful to you lor 
your remark in the begin-ning tint the information 
given in this sta'isment made by me is so much in 
detai \ that as a matter of fact there is practically 
no scope for giving any further information 
regarding the whole thing. I have explained what 
has happened in this case and I have also 
explained the position as to what measures Air 
India is taking to remedy the situation in these 
places. Sir, my friend has raised certain points 
which do not concern this Calling-Attention 
Motion. For example, Sir, he has vaised the 
question of America and Canada; as a matter of 
fact, he r has raised the question of the working of 
Air-India; and he has also raised the question of 
diversion of traffic. 

All these things do not come within the 
purview of this Calling-Attention Motion. But 
I would like to assure my friend that so far as 
India is concerned, Air-India will never be 
interested in diverting traffic to other airlines 
because, you see, Sir, it will be at their own 
cost, at the cost of their own existence. No 
airline would like to do that, Sir; so, what to 
talk of Air-India? Therefore, this answers the 
point so far as diversion of traffic is 
concerned. 

SHRI DINESH GOSWAMI: I did not say 
that. I said that passengers are diverting 
themselves to other airlines because of lack of 
proper management in Air-India. 

SHRI A. P. SHARMA: That question is 
again regarding the working of Air-India only. 
Sir, if he wants to discuss this point, 
separately, we will definitely discuss. But he 
has raised certain other points in connection 
with this Calling-Attention Motion and, in this 
respect also, I would like to ask: Today, when 
all the efforts have failed to realise the moneys 
that were due to Air-India, what other 
remedial measure is here which could be taken 
than ultimately to launch proceedings against 
these agents and terminate their agencies? My 
.friend has also said that the legal proceedings 
are time-consuming and expensive. But, Sir, 
there does not appear to be any other 
alternative. If my friend could suggest any 
other alternative, perhaps we will be hap-pv to 
adopt that. He has further said that these 
agencies were not terminated and he has asked 
why these  agencies    were not    terminated. 

     Sir, if you go through the statement, if my 
friend goes through the. statement, it will be 
seen that M has been      explained in such 
detail.. . 

MR. DEPUTY CHAIRMAN: Mr. Minister, 
your statement is very badly typed and such a 
statement has  been   circulated. 

SHRI A. P. SHARMA: Yes. Sir. I will see 
that in future it does not 
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happen.      That  was  perhaps   due  to    j 
a  bad machine.        I do not    know. 
What I am saying is -----------    , 

SHRI DINESH GOSWAMI: It is just like 
the functioning of Air-India. 

Sir, the functioning of Air-India and this typing 
are the same' 

SHRI A. P- SHARMA: Sir, where-as I hsve 
agreed with your remark li the tying of the 
Statement, I do not thine I can agree with my 
friend, Shri Dir.esh Goswami, in respect of his 
observations about the functioning of Air-
Ind>a because, every day, I am receiving a 
number of letters—of course, I am receiving a 
number of complaints also—and I am 
receiving a number of letters of appreciation 
for the services that Air-India and Indian 
.(Airlines have been rendering to  the yeople. 

Sir, hi i has also raised the point as to why 
the agencies were not terminated. Sir, the 
reasons have been given. Now, in one case, the 
payment WAS on a fortnightly basis. Now, 
fifteen nays' earnings of that agency were to be 
remitted to Air-India in the nest fortnight. 
Now, Sir, if this was being regularly received, 
then, where <ras the question of termination? It 
is only when, you see, all persuasxms have 
failed—-one or two rases h-nve come in as pari 
of this Calling. Attention Motion—and when 
we have no\ received the payment in lime that 
we have not only terminated tbe agencies but 
also we have institute3  legal   proceedings. 

SHRI U. R. KRISHN^AN (Tamil Nadul:   
What     about     under-cutting 

SHRI  DINESH   GOSWAMI:   Sir.  I have   
itu'sed   the  question  about  un-    \ dercutti ng. 

MR. DEPUTY CHAIRMAN: You have 
raised too many questions and he can lot 
answer all of them. If you pud two or three 
questions, he can aiU'Ver. Tf you raise too 
many quests r<. nobody can answer. 

SHRI   A.  P.  SHARMA:      Sir,  re 
garding the question    raised by him 
about some of the practices adopted g 
by the airlines in several places----------------- 

SHRI DINESH GOSWAMI: By Air-
India in India. 

SHRI A. P. SHARMA: . .. Air-India has 
not adopted any practice different from that 
of the other airlines. 

SHRI DINESH GOSWAMI: Sir, this is 
no  answer. 

MR. DEPUTY CHAIRMAN: Yes Mr.  
Nanda. 

SHRI NARASINGHA PRASAD NANDA 
(Orissa): Sirj because a news item appeared in the 
Press on the 28th February 1981 regarding this 
default by these agents in the various places, 
which came to the notice of the Members of 
Parliament, we had to call the attention of the 
Government to this particular aspect of the matter. 
It is not that alone. This onfined only to 
Philippines and Teheran and certain agents in our 
own country. But Air-India has a large number of 
agents everywhere in the world. And we have 
been informed that apart from what has been 
disclosed in the Press, there are ^ many cases of 
defaults and, therefore. Sir, I would like the hon. 
Minister to lay a statement on the table of the 
House for the satisfaction of the Members on the 
following points. Firstly, how many agents do the 
Air India have all over the world; whether there is 
any amount outstanding against these agents of 
Air-India elsewhere, apart from the places which 
have been revealed to Ufi because the attention of 
the Minister has been drawn to these particular 
places. Third: whether the antecedents of these 
agents are verified and their financial soundness 
checked before they are appointed as agents on 
behalf of Air-Tndia.    In other words, 
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Sir, -whether any criteria or basis has been laid 
down for the appointment of these agents, or 
simply because someone's name appears in the 
list approved by the ITA, he is appointed? Is 
there any checking of the financial soundness of 
those who carry on transactions running into 
lakhs of rupees? Then, Sir, I would like to know 
whether any commission or discount is allowed 
and, if so whether the rate of commission varies 
from place to place, depending upon the 
particular Regional Director appointed by the 
Air-India or Directors? Has any standard been 
laid down for giving commission? You will 
notice, Sir, that this question is frequently in 
dispute. Sir. I am not going into the details. But 
I would like to know whether any 9 guidelines 
have been issued by the Ministry, so far as the 
commission or discount is concerned, or is the 
discount given on ad hoc basis on the overall 
principle of commercial advantage. 
(Interruptions). I have not yet finished. Sir. 

The other point is, wiiat is the 
amount of realisation by these de 
faulter. The Minister has said in 
the statement that legal proceedings 
have been started and if it is not 
possible to realise the amount through 
legal proceedings some other things 
will be found out. I am not going 
into that question. But what is the 
r. regular basis for realisation? Do 
they try to realise the amounts from 
the agents every week-end, or 
every fortnight or every month-end? 
What is the mode of realisation? Or 
is the amount realised on the sale of 
tickets? Or is it on ticket-to-ticket 
basis realisation? Or is it at the end 
of the season? You have stated that 
they have defaulted to the tune of 
lakhs  of rupees. There may    be 

many other agents who might be defaulting 
which may not have come to your notice. If he 
is not in possession of all the information he f 
can collect this information later on and place it 
on the table of the House. 

SHRI A. P. SHARMA: My hon. friend,   Mr.    
Nanda ... 

SHRI NARASINGHA PRASAP NANDA: 
Not -Panda' but 'Nanda'. I find you have 
correctly pronounced my name today. At least 
today you have correctly pronounced. (In-
terruptions) 

SHRI A. P. SHARMA: My hon. friend, Mr. 
Nanda, has raised several questions. One of the 
questions is how many cases of defaults have 
been there in Air-India, Sir, so as we are 
concerned, as on date, the cases of defaults have 
not been brought to our notice and I am not in a 
position to tell him how many other cases of 
defaults are there. He wants me to lay a 
statement on the Table of the House. I do not 
know whether he wants a statement regarding 
the whole position of Air India or he wants to 
know something else. That is also not clear. If 
his intention is that I should lay a statement on 
the Table of the House regarding the working of 
Air India. I do not think it will be possible 
because there is always the Annual Report on 
the Table of the House and at that time my 
friend  can  discuss it. 

SHRI NARASINGHA PRASAD NANDA: 
Let me explain to him my intention. I said very 
categorically ... 

SHRI A. P. SHARMA: At the time of the 
Ministry's Annual Report or the Demands of the 
Ministry, he can comment. 

MR. DEPUTY CHAIRMAN: The Demands 
will not be discussed in this House. Your 
Ministry also may not be discussed.     Who 
knows? 

SHRI A. P. SHARMA: He can read the 
report. 

MR. DEPUTY CHAIRMAN: He wants all 
the'lists of General Agents of Air India. If you 
don't have you can give later on. 
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SHRI NARASINGHA PRASAD 
NANDA: He is referring to the Annual  
Report. 

SHRI A. P. SHARMA: This is a very wide 
question and we have to collect information in 
this regard. About the working of the Air India, it 
will be stated in the Annual Report and my friend 
can go through it. He. wanted to know the crite-
ria. Sir, it is decided by the IATA itself. So, we 
do not decide any criteria. So far as the Sales 
Agents are concerned, he must fulfill two 
conditions. They must have financial soundness 
and the experience that they have of doing this 
business, how much understanding they have, 
how much traffic they can generate, etc. All these 
things are considered. There is no hard and fast 
criteria or rule laid down for this purpose. It is a 
business concern and this practice is followed all. 
over the world by other Airlines also. This is not a 
new thing that only Air India is doing. So far as 
the appointment of General Sales Agents is 
concerned, he wanted to know about the 
commission paid. As far as I know, 9 per cent 
commission is ( paid to the agents and 12 per cent, 
i.e. 3 per cent more is paid to the General  Sales  
Agents. 

SHRI NARASINGHA PRASAD 
NANDA: How did you allow 30 par cent    in 
Philippines? 

SHRI A. P. SHARMA: I do not know from 
where he has got it. I said that in Philippines 
Air India is doing what the other Airlines in 
that country are doing. I have not said 
anything else. He wanted to know about the 
mode of payment. As I stated in the 
statement, the payments are released by 
cheque and on a fixed periodical basis. In the 
case of non-IATA agents, it is settled 
between the two parties. Here it is 60 days. 
We wanted to reduce it to 45 days. From this 
he can understand that there is no fixed tiros 
limit.    It fa discussed and 

decided between the two parties. In the case 
of IATA agents, the time limit is fixed. I have 
said just now that the payments was made on 
fortnightly basis. These questions have been 
answered and I do not think that I can add 
anything more to what is given in the 
statement. 

SHRI NARASINGHA PRASAD 
NANDA: How much more do you pay to the   
General Sales Agents? 

MR. DEPUTY CHAIRMAN; Three 
per cent more. ' 

SHRI NARASINGHA PRASAD NANDA: 
I am not asking about the commission. What 
is the mode of realisation? What is the basis? 
Is it  by  specific   agreement? 

MR.  DEPUTY    CHAIRMAN:     He 
said it is  15 days. 

SHRI A, P. SHARMA: That j» in the case 
of IATA agents. In the case of non-IATA 
agents, it is settled between the parties. 
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