AIR-INDIA LIMITED

SPEECH DELIVERED BY THE CHAIRMAN MR. J. R. D. TATA AT THE ANNUAL GENERAL

MEETING OF THE SHAREHOLDERS OF THE COMPANY ON FRIDAY, THE 19TH AUGUST 1949.
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Lapres AND GENTLEMEN,

T regret that the finanecial working of the Company
during the year 1948, has not been as successful as
in the previous year.

2. Although revenues from all sources were
higher by about Rs. 13 laes than in the previous
year, expenditure rose steeply by about Rs. 27 lacs
owing mainly to a disturbingly large increase in the
item of salaries and wages, which rose from Rs. 54%
laos (excluding bonus) in 1947 to Rs. 71 lacs in
1948, This increase of over 16 lacs was due both to
the substantial rise in the scales of wages and
dearness allowance resulbing from "the' settlement
with the Employees’ Union mentioned ‘in the

| - prévious year’s report, and to an increase in the
number of men employed; some of whom were
recruited for Air-India International’s work.

now out of proportion to the present se
Cempany’s operations,. and consequent
revenues.

- 4. In my speech at the Annual Qm eeting
held exactly two years ago toddy, I'fereshadowed
the need for retrenchment in T’:i‘-':gﬁ%nce« of a
substantial increase in our dperations. The increase
did take place in the following year but was accom-
panied by a large increasg ig@;e%number of staff
| employed and particularly gn Wages and salaries
paid. At the end of 1946, %#he -Company’s staff
totalled, approximatelyy 1,670 employees and the
monthly salary and Walge bill, including all allowances
and bonus was ofifegrder of Rs: 3lacs. The number
of men empl,fg;yég was- even then in excess of
requirements ag™lle organisation had deliberately
been builtguprinhanticipation of further expansion.

i BTSN E Total ‘pumber of men empioyé;l

is. nearl¥dh000 and the wage bill is nearly Rs. 10°

laes’ per month. « After. deducting the' amount
recoverable in respect of wages and salaries from
Air-India International, the expenditure on account

3. Iregret tosay that since the close of the year |
the burden of salaries and wages has eontinued fio
rise, and it has become only too:clear t}g,t it iy

&

of Adr-India-is about 7 lacs per morghf.'?ﬁ;‘his large
increase has put the Company’s oper: »jpn*s on an
uneconomical basis, which can fonly “be remedied
either by a large increase in operations without a
corresponding increase in sfaff, @r a decrease in
the total burden of salaries and wages.

: i ;

6. I am a firm beli""sﬁgr in“high wages and in a
prosperous and contentied Jabour foree. The greatest
advances in g}cqr@nic Sprogress have, in other
countries, coingided®awith the upward march of
wages i industry,Weut it, unfortunately, does not
seem to have bedn understood in India that the
rapid risesin thesearning power of workers in such
countrief has Been renderedpossible only by the high
logelotWtheir  productivity  per capite. Making
du%%%@ll%)??v@nces for climate, health, inexperience
efiom, 1%is an incontrovertible fact that the pro-
Qucti‘g;ity per capite in. India is amongst the lowest

o ifgthe world due to the employment of excessive
nfimber of men, particularly in unskilled and
Sséri-skilled jobs. This was not of critical importance
in the days when wages in India were extremely
low as the labour cost per unit of output also was
low. Wages have; however, risen rapidly during
and sinee the war, a rise which we welcome, but
which has, unfortunately, not been accompanied
by any merease in output per man. On the contrary;
in almost every industry, tneluding ouz own, the
number of employess in relation to work performed
has continued to rise and . per icapita output  te
fall. As a result the cost of wages per unit of output
has enormously risen. In our own cage, for instamnce,
the eost of salaries and wages per ton-mile operated
has risen from 5.5 annas in 1946 to 11.2 annas in
1947 and 12.9 annas in 1948. Costs of production
have thus risen in all industries and the benefit
of higher wages has been nullified by an equal or
greater increase in. the cost of living.

7. A heavy responsibility rests on the shoulders
nm2lboth Jabonr and mapagement for bringing about
an increase i productivity and a consequential
reduction in costs whichmalone will render possible

an increase in the real standard of living of
workers.. I hope thati our own employees will
cooperate with us in achieving this highly desirable



objective. I can assure you that, wherever possible,

no measure involving avmdable haxdshlp will be

adopted by the Company A

8. Causes other than wages contributed,
although to a lesser extent, to the steep rise in
expenditure ~in 1948  as. compared: to. 1947. One
ofthem: was an increase in the cost.of petrol. I
am glad to say, however; that substantial relief in
this respect is being: afforded to the Company in
the current year as a xesult of the rebate of duty
which the Government of India have been good
enough to- grant o1 awamon spmt

59: Snareholders may have noticed another item
of an appavently large inerease in expenditure
during  the year, namely, that of maintenance
and engineering stores. Hor a true comparison;

however, the total of this item and of the item of
depreciation and obsolescenceshould be taken

together for the two years. This shows an increase
of about:Rs. 7 lacs, mest of which is explained
by the increase in the fleet dmmo the year.

10. " While the net eamning capaejty of ' 'th: :
Company ‘has been ‘severely affected by th gff

increasing costs of operations,” which “we B
gradually’ to ‘bring under “control, " thegfin
position of the Company has remained
sound, thanks’ mainly to the foll provis
up to the present for dépreciation and
which have aggregabe& more than R
period of less than'2 years % igbecatige

fact that your Dir’ec”oors folt justifie tramsferring
Rs:2 Tacs from' the reserve fuy &e ommending

a small 'dividend for the %

¢ from a study of the

Mpany is now seriously
] a&st a share capital of ‘11
~i,z “finaneed a gross' bloc of
b spare parts and consumable
R 1aes and an investment of Rs. 20
ira[fdia. International shares. While,

fherefor% 11111
fied inerc i‘ to ‘6?%1%‘?0‘*&-» sl

. es’ﬁmenﬁ/xf Tiket’ dt)es ‘not' permit of ‘a
further issue of ~‘bap1tal ‘af this stage, “and any
addfo;onal financs’ eqmtea “will “ bell obbained in
the'fornt of Borrowings, vart of which will possibly

rease 'in capital fwmﬂd_ be fully 3ust1—

“. be inthe shape of debentures issued for investment:
or pledged agamsﬁ bank adva,nces

: ‘1'2. Durmg the’ 1ast two years 1 havg drawn your
attention to the unsatisfactory policies
the Government of India, which pe ”ﬁ@d and in
fact encouraged, the creation of a oressly excessive
number of air transport. oom@mé& resulting. in a.
scramble for routes; equipmenty ’cr@med personnel
ete., and in highly uneconom@al operations: for
the industry as a whole. Subsequent events have
shown only too ‘well the vahdlgy of our warnings as
to. the inewitable eo*’ﬁﬁ@querfées of such -a policy,
although, unfortu %ot before: much avoidable-
harm was done. agg’No 1§s ‘than three air transporb
comp&mes ha‘@ hadsto cease operations since we
last met. Wiile Wegregret the economic waste and
the saomﬁ@e of Sinvestors’ monies and confidence

- ‘;Whmmw necessary to prove what should

opvious from the.start, I am glad te say
gesent administration in charge of Civil
seems fully awake to the realities and
g5 of bhe sﬁ;uamon and to the meeds of- the

13, Uncertainties as to the future ‘have been:
seb"at rest at long last by the issue of ten-year
licences i place of the provisional licences on which.
the industry had to operate for nearly three years.
The question of nationalising the -industuysshan:

s follogved by

been shelved as is elear from the issue of dong term -

licences and the fact that last  year’s declaration of
economie policy exeludes air transport from'amongst
theindustries to be natlonaused in the foreseeable
future ; i Gz

1414« Government have sanctioned, - with “effect.
from Mareh 1949, a refund of Rsi10/9/0 per gallon.
on aviation petrol consamed by air transport com--
paniesit As at the same time) 'Government ‘had
increased the duty by As. 3/- per ‘gallon’ and: the
petrol companies had increased’ the price: by 1
anna peér gallon, the net saving will be As. 5/= per-
gallon. On the present seale of ‘operations this will

15.. Finally,  Government have introduced am
all up airi mailscheme which has ‘made available
considerably larger “mail'v loads “for: the = various.
companies to’ carry.” The: benefits’ whichi b mighit

bring “relief 'to the Company to the extent of



have accrued from this scheme have, however,
been seriously curtailed by a simultaneous and
heavy reduction in the rate of payment for mails
carried. =~

6. =The industry welcomes these concessions
and reliefs, and is grateful to Government for
them as it can now plan for the future with greater
confidence than in the past.

17. I should like, however, to sound a note of
warning against any policy of enforcing a general
reduction of fares and freight rates on the industry
before it has had a chance to recover from its
past and present difficulties, to reduce its cost
of operations, and to make provision for the
purchase of new aircraft which, by virtue of their
greater efficiency and economy in operation, will
themselves help to make it possible as well as

‘18. Mention has been made in the present and
previous Directors’ reports of the work performed
by your Company in the formation and operation

. of Air-India International. “We have every reason
to be proud of the results achieved uwp to now.
Air-Tndia Internaftional have, in the short period
of their existence, established a deseryedly h}g
repu‘oatlon amongst the mtemamiona.l i;ra, ellig

advantageoustiorreduce fares” ~— S assssmannn e

 thalhk General Manager,

into effect towards the end of this year. Provided
that its operation efficiency is correspondingly
raised and its costs reduced, in both of which
objectives your own Company will be largely
concerned, Air-India International has af hopg;ful
future before it in which it should fully gustii the
hopes of its sponsors and the confidencey 1aced m
it by Government and its shareholm

19. Proposals for the ereatlolgj«of a@éftmnsport
association, formulated and dis seg during 1948,
came to fruition in April ofsthe current year, when
The Air Tmnsport Assoo@om of India, of which
all the Indian air lines a@eﬁ@fﬁ@ers came into being.
The Government of In@la eneouraged the formation
of this associationgand¥gawe it their blessing once
formed. Sir Gurumath®Bewoor is the Pregident of
this associationfwhichy serves a valuable purpose in
promoting uba %mmon interests of the various
companies s@Wherever= possible, - in. unifying
theu'*ﬁpmm anﬁ} activities.

b R

20 ;B;Tn @losmg I would like, on your behalf, to
the Departmental

2d the whole personnel for their good work
idg the year, and at the same time to express

lope that with the completion of the large and
id expansion of the organisation during the last.
yo years, they will now devote their energies to
inereasing efficiency and reducing costs, for in
that direetion chiefly lie any hope of continued
prosperity for the Company and for themselves.
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