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Sandeep Jajodia 

President, ASSOCHAM 

PRESIDENT’S MESSAGE 

The Civil Aviation market in India is growing rapidly in the past decade. India has the vision of becoming 

the third largest aviation market by 2020. The recently released NCAP Policy 2016’s target of reaching 

700 million passengers by 2027 at a CAGR of 9.5% underscores the potential of the Indian Aviation 

Sector. 

The next level of growth in air connectivity will involve unlocking the potential of these non-metro, 

regional airports. The Government recognizes the need to generate demand at these regions as well 

as a lack of proper airport infrastructure.  

In this backdrop, this Annual Conference will provide a good platform for various stakeholders of the 

Aviation Industry to come together and deliberate on all the important issues for taking this Industry 

forward. 

I am happy to note that the ASSOCHAM in association with Auctus Advisors has prepared a 

‘Knowledge Report’ for the “11th ASSOCHAM International Conference & Awards on Civil Aviation & 

Cargo” and I am sure that it will provide an insight to all the stake holders & decision maker in civil 

aviation industry. 

Regards, 

Sandeep Jajodia 



 

4 
 

 

D. S. Rawat  

Secretary General, ASSOCHAM 

 

 

 

MESSAGE 

I am happy to announce that the ASSOCHAM, is organizing the 11th ASSOCHAM International 

Conference on Civil Aviation & Cargo on Friday, 10th August, 2018 in New Delhi. 

The increasing passenger numbers and policies acting as a add-on in the Sector will create more 

opportunities and attract more foreign investors and give them positive return on their investments. 

This Paper jointly prepared by ASSOCHAM and Auctus Advisors, looks at the opportunities opening up 

in the Indian Aviation Sector and I am sure, will be a reference book for the Industry. 

I convey my very good wishes to the ASSOCHAM Team for the success of this Annual Conference. 

 

 

Regards, 

 

D. S. Rawat 

 

 

 

 

  



 

5 
 

 

K. Narayana Rao  

Chairman – ASSOCHAM National Council on Civil Aviation 

 

 

 

 

CHAIRMAN’S MESSAGE 

It is my privilege and happy to note that ASSOCHAM National Council on Civil Aviation and Cargo is 

organizing the 11th ASSOCHAM International Conference & Awards on Civil Aviation & Cargo and to 

the outstanding performance in the Aviation Sector. 

The future outlook of India is quite encouraging and promising with huge opportunities with the 

creation of Airports Infrastructure, large scale acquisition of aircrafts, growth of Cargo Industry, 

Development of new airports under RCS Scheme there by giving a huge investment opportunity in 

aviation sector.  

Realising the opportunities, available in Aviation Sector, ASSOCHAM is proposing to have Annual 

Conference covering the important topics such as creation of Airport Infrastructure, Airline 

expansion plans and development of cargo hub in India.   

I take this opportunity in thanking Auctus Advisors and the ASSOCHAM Team, for preparing this 

Background Paper and convey my best wishes for the success of this Annual Meet. 

 

 

Regards, 

 

K. Narayana Rao 
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Kamal Hingorani 

Co-Chairman – ASSOCHAM National Council on Civil Aviation 

MESSAGE 

Conventionally global Aviation and Tourism growth is linked with national GDP at 1.6X; In India it’s 

been 2X and more for last half a decade.  

However, India’s aviation growth at ~20% for past few years may not be sustainable, despite our GDP 

poised to grow at 7.4% this fiscal, and higher for subsequent years. 

India is aultra price sensitive market (unevolved) where air travel flourishes if and only if air fares are 

“affordable”. With 25% of India’s population qualifying as middle class, ironically only less than 3% 

Indians fly. 

We do not have control over the escalating (47 % since a year back) global fuel price, which in India 

accounts for nearly 40% of airlines’ operating cost, mainly because of the high taxation on ATF. This 

blatantly shies away the middle class from air travel, like we saw 4-6 years back. We cannot afford a 

repeat of that scenario simply because of the unprecedented investments made, both by the 

Government and the Industry in terms of Policy (UDAN, NABH Nirman etc.) Airports (capacity towards 

5X to handle a billion trips), Infrastructure (including logistics), Aircraft orders (current 600 to 1200 in 

less than a decade), Ancillaries like Cargo, MROs, Technology etc.  

Adding to the woes is the ~ 8 % depreciation of the Rupee, since beginning of this year…. forecast to 

go further south within the year. 

All this can become catastrophic for the industry and a dampener for the economic growth! 

There has never been a more opportune time for the Central and State Governments to review the 

taxation on ATF and bring it in line with global practices – after all if ‘Make in India’ has to succeed in 

our industry, Indian carriers have to have a level playing field with global carriers and India should 

have its own ‘hub airports’. 

Cargo has started growing at double digits for the past few years, and the projections are that this will 

be sustained for the next 5 years, given amongst other economic factors, the booming online/retail 

market growth in India. 

All stakeholders need to urgently and immediately address serious issues like infrastructure, taxation 

on multiple fronts, skilled manpower, regulatory reforms and the like. 

Air mobility is a proven catalyst for the development of Economy the world over, accounting for 4.5% 

of the global economic output. 

In India, there are plenty silver linings on our horizons, albeit (surmountable) challenges co-exist. 

Best wishes, 

Kamal Hingorani 



ADVISORS
AUCTUSAUCTUS
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1. OVERVIEW OF GLOBAL AVIATION INDUSTRY

1.1 MACRO-ECONOMIC OVERVIEW 
Global economy grew at 3.1 percent in both 

2017 and 2018 (E), on the back of a long 

awaited cyclical recovery in investment, 

manufacturing and trade. But, during next 2 

years, the growth is expected to slow-down 

due to dissipation of global slack, removal of 

policy accommodations by major central banks 

and maturing of recovery in commodity 

exporters. 

In the short term, the advanced economies 

such as the United States, Europe and Japan 

are expected to show strong growth, even 

stronger than expected due to their 

synchronised recovery. In the United States, 

Europe and Japan, inflation has not picked up 

much yet unemployment has declined. But, in 

the medium term, protectionist threats are 

creating uncertainty towards economic policy 

and are negatively impacting overall investor 

sentiment. It is expected to be further 

impacted by tightening of monetory policy in 

United States and limiting of prospects for 

commodity exporters due to shifting demands 

for oil and other commodities by China. 

According to world bank report, the 2.3% 

growth in 2017 for developed economies is 

going to reduce to 2.2% in 2018, 2.0% in 2019 

and 1.7% in 2020. 

In emerging markets and developing 

economies (EMDEs), economic growth is 

expected to plateau from 4.3% in 2017 and 

4.5% in 2018 to 4.7% in 2019 and 2020. It is 

expected due to monetary policy tightening in 

the United States which is expected to cause 

an increase in the borrowing costs for EDMEs. 

The increase in average corporate debt in 

emerging markets and developing countries 

raise a concern about their financial stability 

which can be associated with expected weak 

investment growth. As compared to Asia 

Pacific regions, prospects for many emerging 

market and developing economies in sub-

Saharan Africa, Middle East, and Latin America 

continue to be lacklustre. 

Figure 1: Historical and Forecasted Growth in GDP across Regions in the World. 

 
Source: World Bank

The economic pickup started in 2016 and 

gathered steam in first half of 2017 as 

continued recovery in global investments 

spurred manufacturing activity (rising PMI 
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index) and increase in private consumption.   

Risks to the global outlook remain tilted to the 

downside in the upcoming years. These include 

increased trade protectionism, elevated 

economic policy uncertainty, the possibility of 

financial market disruptions, and, over the 

longer term, weaker potential growth. 

1.2 GLOBAL AVIATION INDUSTRY 

OVERVIEW 
Buoyed by strong economic growth, Global 

Aviation Industry is seeing a robust phase of 

profitability. Even though, currently the 

industry is facing issues related to high oil 

prices but given strong economic backdrop 

industry is poised for solid profits in 2018, 

continuing the 9-year run of profitability from 

2010.  

Industry-wide revenue passenger kilometres 

(RPKs) is expected to grow by 7.0% in 2018 as 

compared to 8.1% in 2017. The relatively slow 

growth in 2018 can be expected because of 

decrease in low fare stimuli due to increasing 

costs for airlines (both fuel and labour). The 

relatively slower expected economic growth in 

2018 is also expected to impact RPKs since 

analysis show that growth in RPKs are directly 

proportional to economic growth.  

Despite the above factors, 2018 remains on 

track to be another year of above trend growth 

in RPKs.  Until YTD (April’18), nearly 70% of the 

growth was accounted for by airlines based in 

Asia Pacific and Europe. Growth rate shown by 

airlines in Africa is the lowest and has 

accounted to only about 1% of overall growth 

in global RPK. However, Latin America and 

Africa have shown good growth rates in 

international RPKs, 9.0% and 6.8% 

respectively.  

Figure 2: Growth in RPKs across Regions.

 

Source: IATA Air Passenger Monthly Analysis 

The Y-o-Y growth in industry-wide RPKs slowed 

from a 12-month high of 9.7% in March 2018 

to 6.2% in April 2018. This slowdown was 

driven largely due to developments last year 

such as late timing of Easter and not because 

of any big change in the near-tern traffic trend. 

Despite the relatively quiet nature of first 

quarter, industry-wide passenger demand for 

the last 3 months or so have seen an upward 

trend in seasonality adjusted (SA) demand. 
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2018 Growth Story  

IATA expects 1.0% of the world GDP in 2018 to 

be spent on air transport. It will account to a 

spending of $871 billion as compared to $787 

billion in 2017. Although, the spending as a 

percentage of GDP in 2018 is expected to 

remain constant as in 2017, but the actual 

increase in monetary spending is expected to 

be about 10.7% over 2017 (it was 6.3% in 

2017). The substantial increase in growth is 

expected due to growth in global economy and 

adding of new destinations with increasing 

frequency. The number of unique city pairs 

worldwide is expected to increase by ~1,000 to 

21,314. The stronger economic growth is 

expected to offset the haul due to increasing 

oil prices. 

Despite increase in revenues, due to rising fuel 

prices and labour costs the profitability is 

expected to decrease from 5.0% in 2017 to 

4.1% in 2018. The net post-tax profit is 

expected to be $33.8 billion in 2018 over a 

revenue of $871 billion. Despite expected 

marginal increase in load factor in 2018 from 

81.5% in 2017 to 81.7% in 2018, the net profit 

per passenger is expected to be only $7.76 in 

2018 as compared to $9.27 in 2017.  

Profitability of airlines is not expected to be 

spread equally across regions. North America 

is expected to provide almost half the 

industry’s profit, with per passenger income 

expected to be at $15.67 compared to 

expected global average of $7.76. APAC, 

Middle East and Europe are expected to fare 

well.  Latin America (LATAM) is expected to do 

better than last year but Africa is still expected 

to struggle. 

Table 1: Expected Profits across Regions. 

  
North 

America 
Europe APAC 

Middle 
East 

LATAM Africa Total 

Expected Profits in 2018 (Bn $) 15.0 8.6 8.2 1.3 0.9 -0.1 33.8 

Actual Profits in 2017 (Bn $) 18.4 8.1 10.1 1.0 0.5 -0.1 38.0 
Source: IATA 

Passenger demand is forecast to increase by 

6.5 %, slightly lower than 2017’s growth rate 

(7.3%). This will boost passenger numbers by 

about 265 million to 4.36 billion. Similarly, 

during 2018 airline fleet is forecasted to 

increase by over 1000 aircraft reaching almost 

30,000 aircraft. Planned capacity increase will 

keep the average load factor or occupancy 

level in 2018 to 81.7 percent, similar to 81.6 

percent in 2017. The slight gain is not enough 

to allow airlines to boost fares or unit revenues 

to balance increase in operating costs. 

IATA estimates that a barrel of oil will average 

$84.0 in 2018, as compared to $66.7 in 2017. 

This will impact the fuel spend drastically, as it 

is expected to increase 26.1% from $149 billion 

to $188 billion. Although the effect from 

increase in fuel prices was moderated by fuel 

hedging in 2017, but in 2018, the impact of 

hedging will not be substantial except for one 

or two regions. Hence, aviation industry will 

have to face the brunt of higher fuel costs.  

LCC’s venturing into long-haul services 

Australia’s Jetstar and Malaysia’s AirAsia X 

were the pioneers of the long haul low cost 

models. However, with the availability of 

better aircraft technology, new business 

models and increasing acceptance of 

unbundled airline services, many other LCCs 

are gearing to expand/ start their long-haul 

services.  

As per CAPA, “there has been an average of 

three long haul low cost airlines launches per 

year since 2012. There are now more than 160 

widebody aircraft operating scheduled long 

haul low cost services under 21 operator's 

certificates from 17 countries.” Further, in US, 

World Airways intends to launch long haul low 

cost model by Q1 2019. Many international 
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LCC’s such as Norwegian, WOW air has already 

started offering low cost services on 

transatlantic route. 

Low cost long-haul services can become more 

viable in developing countries such as India 

with expanding middle class and their 

aspirations to take leisure trips abroad. Indigo 

and SpiceJet – India’s one of the largest low-

cost operators, are expected to launch their 

first European long-haul flights by Q4 2018. 

According to a CAPA report, Indian low-cost 

carriers are expected to operate 

approximately 40 widebody aircraft by 2025, 

adding 2 million annual outbound passengers 

to long destinations such as New York and 

Sydney. To cater to such demand of Indians, 

WOW air has already announced the launch of 

its services from Delhi to US and Europe via 

Reykjavik from December this year. WOW air 

has already introduced a basic promotional 

fare of INR 14,000 (which is more than 50% 

cheaper than a typical FSC’s fare on such 

route). 

To capture the market for long-haul low costs 

airlines across countries such as Japan and 

Korea, local as well as European airlines are 

also planning to launch long-haul low costs 

routes, subject to regulatory easing. A case in 

point: As per CAPA report, Japan Airlines (JAL) 

plans to establish a long haul lost cost airline 

based at Tokyo Narita Airport to connect to 

long distance European airports such as 

London Gatwick Airport. 

Table 2: Number of Long-haul low costs scheduled airlines launched from 2015-17. 

2015 2016 2017 

5 2 3 
                                            Source: CAPA Reports 

Capacity Expansion 

IATA’s April 2018 passenger traffic data 

showed that demand (measured in RPKs) 

increased by 6.2% compared to April 2017, 

while April 2018 capacity (measured by ASKs) 

increased by only 5.9%, and hence load factor 

climbed 0.2 percentage points to 82.3% - a 

record for the month of April. This highlights 

that the demand is rising at a slightly greater 

velocity as compared to the airlines capacity. 

Also, the decrease in growth rate from April 

2017 can be factored to lower stimulus from 

air fares and relative slowdown in economic 

growth.  

Capacity growth across geographic regions 

varies, with North America growing in the low 

single digits, Europe in the mid-single digits, 

and developing markets like Asia and Latin 

America growing at a higher rate.  

Figure 3: Growth in ASKs across regions (% year-to-date for April 2018)

 

    Source: IATA Monthly Analysis 

Cargo capacity growth across geographic 
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the mid-single digits, and Africa growing at a 

rate of 25.8% year-to-date. 

 Growing Middle-East Market Post Lifting of 

Ban  

The US had announced an aircraft cabin ban on 

Personal Electronic Devices in March 2017 that 

on average impacted about 333 flights per 

week from the Middle East and North Africa. 

The move came after intelligence officials 

learned of efforts by the terrorists to fashion a 

bomb into electronic devices. Following the 

move, the UK government announced a similar 

ban on laptops and tablets on direct flights 

from 6 Middle East countries. 

The ban was lifted in July 2017 from some of 

the major airlines in Middle East – Etihad, 

Turkish Airlines, Emirates, Qatar Airways and 

Saudi Airlines – after they met all security 

requirements. 

Post lifting of the ban, the market segment 

to/from North America has been 

strengthening. Middle East has started 

showing robust growth (except in Jan’18 due 

to Lunar New Year (LNY) disruption). The Asian 

and European markets have been performing 

solidly.

Figure 4: Y-o-Y Growth in RPKs 

 

 

 

 

 

 

 

Source: IATA 

1.3 REGION-WISE ANALYSIS  

In 2017, North American airlines showed 

robust growth (slightly lower than in 2016) led 

by strong economic growth. partly the aviation 

industry, followed by Europe and Asia in 2016. 

Growth of the North American market is driven 

by growing demand in long-haul international 

services. The European market growth is 

driven by development of air transport in 

Eastern Europe and intra-continental travel 

within the European Union. Asian growth is 

driven by rising per capita GDP in emerging 

economies such as China, India, and countries 

in the Middle East such as UAE and Saudi 

Arabia. 
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Figure 5: Growth in Industry-wide RPKs across regions 

     Source: IATA 
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economic growth and expansion in number of 
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Europe 
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slowing in early-2017, in line with a 

moderation in the pace of growth of non-stop 

services flown by the largest Middle Eastern 

airlines.  

Although post lifting of ban, we are seeing 

uptick on growth, largely driven by new routes 

from Asia and Europe. Middle-East to North 

America segment is also showing signs of 

recovery.  

North America  

North American airlines’ international RPKs 

grew by 7.0% in first 4 months of 2018 as 

compared to same period in 2017. Over the 

past year North American carrier increased 

their Pax capacity at a slower rate than the 

overall industry. 

Fundamental, economic backdrop in US 

remains robust and is going to continually 

support both domestic and outbound 

international traffic demand from North 

America.  

1.4 GLOBAL AIR CARGO MARKET 

OVERVIEW 
Air cargo is an essential part of the global- 

trading system and plays an important role in 

economic development. Cargo business 

generates 9% of airline revenues on average, 

representing more than double the revenues 

from first class segment. The high value air-

cargo industry is critical for serving markets 

that demand speed and reliability for transport 

of goods. Time-sensitive, temperature-

sensitive and high-value commodities and 

rapidly growing e-commerce industry require 

the unique capabilities that air cargo provides 

and offers.  

The global air cargo industry handled a total of 

59.9 million tonnes of cargo in 2017, which 

IATA expects to rise to 62.5 million tonnes in 

2018 representing less than 1% of world trade 

by volume and over 35% by value. The value of 

goods carried is expected to exceed $6.2 

trillion in 2018 (7.4% of world GDP). 

According to IATA, 2017 was the strongest year 

for cargo industry since 2010. Cargo demand 

measured in Freight tonne kilometre (FTK) rose 

y-o-y by 9% in 2017 and 7.7% in combined Jan 

and Feb 2018. Both Asia-pacific and North 

America experienced a jump in international 

freight volumes in 2017. The strong 

performance of Asia-Pacific reflects an on-

going demand for exports from countries such 

as China and India. 

Freight capacity as measured in Available 

freight tonne kilometre (AFTK) has grown at a 

slower rate than demand. AFTK grew y-o-y by 

3% in 2017 and 4.9% in combined Jan and Feb 

2018. This was the slowest capacity growth 

since 2012. Demand growth outpaced capacity 

growth by a factor of 3 in 2017. 

Table 3. Air freight growth summary 2017 

Regions 
FTK 

growth 
AFTK 

growth 

Africa 24.6% 9.9% 

Asia Pacific 7.8% 1.4% 

Europe 11.9% 5.9% 

Latin America 5.7% 3.1% 

Middle East 8.1% 2.6% 

North America 8.0% 1.6% 

Total Market 9.0% 3.0% 
Source: IATA 

Going forward, IATA forecasts industry-wide 

FTK to grow by 4.9% on average for period 

2018-2022. Industry analysts expect the 

growth to be driven by segment-based trade 

to, from and within Asia over the next 5 years 

predicting strong growth in cargo volumes in 

the region. 

Table 4. FTK forecast over 5 years 

Regions 
CAGR % 

2012-17 2017-22 

Asia-North America 5.2% 3.9% 

Asia-Europe 1.1% 4.0% 

Europe-North 
America 

2.2% 3.9% 

Within Asia 3.7% 4.7% 

Middle East-Asia 8.3% 7.8% 

Middle East-Europe 8.3% 7.9% 
Source: IATA 
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2 INDIAN AVIATION INDUSTRY OVERVIEW

2.1 DOMESTIC MACRO-ECONOMIC

OVERVIEW 
Economic growth is gaining strength in 2018 

and even in 2019 India is likely to be the 

fastest-growing major economy in the world, 

as per World Bank. Reserve Bank of India (RBI) 

and the government remain committed to 

preserving the hard- earned macro-economic 

stability through positive real interest rates, 

fiscal consolidation and reducing inflation 

expectations. Inflation dynamics of India has 

significantly improved after the RBI adopted 

the flexible inflation-targeting framework. CPI 

inflation has halved in the last four years. 

Moreover, cleaning up of balance sheets in the 

banking system, recapitalization of PSBs, 

passage of the Bankruptcy Bill will strengthen 

banking system and boost credit growth. 

Additionally, setting up of institutionalized 

monetary policy framework will engender an 

environment of stable and predictable 

inflation over the long term.  

Union budget of 2018-19 continued the 

agenda of fiscal prudence with emphasis on 

reducing central government’s debt to GDP 

ratio. Union Budget also focused on rural 

economy through targeted investments.  

The short-term cost of temporary disruptions 

such as demonetisation and the Goods and 

Service Tax was seen in 2017 when India’s GDP 

growth rate declined from 7.1% in 2016 to 

6.7% in 2017. But, the effect is fading as per the 

latest report by World Bank, where they have 

maintained the expected growth projections 

7.5% for 2019. 

The strong and sustained outlook is on the 

back of robust private consumption and 

strengthening investments. The World Bank 

said that India’s growth potential is of 7% in the 

medium-term and is currently growing above 

it. This can be attributed to the major 

economic reforms and fiscal measures taken 

by the government. In the World Banks’ Doing 

Business Report (2018), India jumped from 130 

to 100 ranks. India is among the top five 

reformers and has been able to improve its 

score in six out of 10 criteria used by World 

Bank to measure ease of doing business. This is 

a positive sign for investors.  

Figure 6: Growth in GDP (%) 

Source: World Bank

While the fundamentals are strong for India, 

but certain downside risk remain. As per World 

Bank, the downside risks include internal 

possibility of fiscal slippages, delays in reforms 

to resolve financial vulnerabilities and improve 

the health of regional banking systems as well 

as external factors such as faster-than-

expected tightening in global financial 

conditions and fear of global trade war. 

However, at the same time, stronger than 

expected global growth can lead to increased 

domestic growth for India. 
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Government Initiatives  

With the background that initiatives such as 

GST and demonetisation had curbed India’s 

development in short term and more so in the 

rural and MSME sector. Reviving this growth 

required high emphasis from the government 

on boosting the rural economy to ensure 

increase in consumption and in turn boost the 

economic growth rate. Accordingly, the 

government through the 2018-19 Union 

Budget, targeted three pillars of growth: 

consumption, investment, exports and 

employment. 

Consumption 

To boost consumption, MSME sector has been 

provided with initiatives such as credit 

support, capital and interest subsidy. 

Initiatives like Trade Electronic Discounting 

System (TReDS), Grameen Agricultural Market 

(GrAMs) linkage to National Agricultural 

Market (e-NAM), revision of refinancing norms 

under the MUDRA Yojna to the NBFCs have 

been undertaken. Government also has plans 

of setting up 42 mega food parks and 

commercially viable farm producer companies 

with tax incentives, promoting cluster organic 

farming, horticulture, animal husbandry, 

fisheries. These push to MSME and rural 

sectors is expected to boost consumption. 

Investment 

Various reforms are also being implemented to 

boost investors’ confidence. The Insolvency 

and Bankruptcy Code, has already seen 

admission of 500 companies by National 

Company Law Tribunal. Further, the 

recapitalization of public sector banks with Rs 

2.11 lac crore package is expected to tackle the 

systemic issue of the stressed banks and 

corporate balance sheet problem.  

Exports and Employment 

To boost exports, Sagar Mala project has been 

started to modernize India's Ports and Inland 

waterways so that port-led development can 

be augmented, and coastlines can be 

developed to contribute in the country's 

growth. Higher allocation of funds to the 

animal husbandry, fisheries department, 

extension of Kisan Credit Card scheme to these 

units, increasing institutional credit to the 

agriculture sector, favourable tax treatment to 

Farm Producer Organizations are initiatives 

undertaken to achieve the $100 billion 

agriculture export potential as envisaged by 

the current government.  

2.2  INDIAN AVIATION INDUSTRY 

OVERVIEW 
India’s aviation sector grew by 17.2 % in the 

period of May 2017 – April 2018 (last 12 

months) compared to the same period a year 

ago. During the period overall traffic increased 

from 268 million to 314 million, with ~87% of 

the increase coming from domestic traffic. 

According to IATA, India is the fastest growing 

domestic market globally, with load factors of 

some airlines reaching north of 90% in April 

2018.  

Figure 7: Growth in Passenger Traffic in India  (LTM  since  April 18)

  

              

 

 

 

 

 

Source: Airport Authority of India (AAI)
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Indian aviation industry carries huge potential 

to grow further due to large and growing 

middle class population, its rising aspirations, 

rapid economic growth and higher disposable 

incomes. The Government of India officials cite 

the correlation of every 1% increase in GDP 

with a 2% increase in India’s aviation sector. 

With India’s GDP growth rate again bouncing 

back to over 7%, we expect continuing large 

increases in its aviation sector growth.  

Increasing Fuel Prices and Strengthening US 

Dollar 

From $105 per barrel in July 2014 to an average 

of $66.7 per barrel for 2017, the fuel prices had 

brought a sigh of relief for airlines in the last 

three-four years (except slight rise in the prices 

in 2017) due to production cuts announced by 

OPEC and Russia. Airlines had reaped huge 

benefits from this slump in the form of lower 

input costs, resulting in better profitability and 

huge cash surplus. However, in 2018 fuel prices 

are rising. In 2018 prices are expected to rise 

again to an average of $84.0 per barrel in 2018. 

This rise in fuel prices is expected to negatively 

impact profitability of airlines. This effect 

might be slightly offset by increasing load 

factor and demand for cargo.

Figure 8: Trend of Crude Oil Prices and USD Exchange rate 2018. 

Source: Auctus Research 

In addition to rising fuel prices, the 

depreciation of INR against USD is expected to 

increase costs for airline companies in 2018. 

Crude oil prices have increased ~20% to 73.4 

USD per barrel in first five months of 2018. 

Prices have been volatile due to swings in oil 

supply. The oil price situation continues to be 

uncertain due to geo-political and policy risks. 

The members of OPEC agreed to keep 

production cuts putting leading to rise in oil 

prices. Sanctions on Iran are also expected to 

reduce the oil production and therefore put 

upward pressure on oil prices in the future. 

This new trend of fuel prices means airlines will 

feel a pinch on their profitability after period of 

good profits. 

Additionally, INR has also depreciated 7.7% 

against the USD in the first six months of 2018. 

In first week of July, rupee tumbled below 69-

mark for the first time ever on Thursday and hit 

a life-time low of 69.10 against US dollar. Fuel, 

maintenance and lease costs are dollar 

denominated and any increase in dollar price 

relative to the rupee substantially increases 

costs for airline companies. Indian aviation 

companies with ~65% of their costs linked to 

the USD face significant risk due to INR 

depreciation. 

Government Policy Support 

At policy level, a major move by the 

government was the introduction of Regional 

Connectivity Scheme (RCS), also known as 
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UDAN (Ude Desh ka Aam Nagrik) in October 

2016. This initiative is aimed at enhancing 

regional connectivity and making air travel to 

smaller cities affordable and widespread. In 

2018, as part of the second round of the 

scheme (RCS 2), 325 routes have been 

provided green signal by the government 

(~40% to Jammu and Kashmir, Northeastern 

and hill states, Andaman and Nicobar Islands 

and Lakshadweep Islands). Government will 

provide subsidy to airlines by means of 

Viability Gap Funding (VGF) to support 

discounted ticket prices. The airline operators 

will have to offer half of their seats and 

helicopters up to 13 seats at a subsidised rate. 

In alignment with enhancing demand and 

extending reach of air travel, government is 

also focusing on developing capacity. Through, 

NABH (NextGen Airports for Bharat) Nirman, 

the government plans expand airport capacity 

in India to 5 times to handle a billion trips. 

Scehme constitutes both private and public-

sector investments in airports. For 2018-19, 

the plan is to generate ~$600 million through 

IEBR (Internal and Extra Budgetary Resources). 

As part of NABH, the plan is to establish about 

100 airports in 15 years with an estimated 

expenditure of $59 billion. The initiative is 

expected to further enhance connectivity to 

smaller towns and cities which will increase 

tourism and employment. 

Green signal for airports have been fast-

tracked. Projects worth $2.99 billion to build 

and modernize airports have been 

recommended green clearance. In FY19 itself, 

AAI plans to invest $2.22 billion. In February 

2018, the construction of Navi Mumbai airport 

was launched (expected to be built at a cost of 

about $2.60 billion). Airports such as Pakyog in 

Sikkim, Tezu in Arunachal Pradesh, Harsuguda 

in western Odisha have also been completed. 

Greenfield airport at Mopa in Goa and 

expansion of airport at Allahabad is already 

under progress. AAI is also preparing to 

commence “Mega projects for new terminal at 

14 airports in FY19. The "mega projects" of 

new terminal buildings are to start at 

Guwahati, Leh, Patna, Trichy, Vijayawada, 

Jabalpur, Ahmedabad, Chennai, Srinagar Pune, 

Lucknow, Mangalore, Dehradun and Jaipur. 

Another move by the government is the plan 

to construct 17 highways-cum-airstrips on a 

priority. Such strips will provide air 

connectivity in difficult places. The work on 

these highways-cum-airstrips are to start in 

2018. The roads build under this programme 

will have the capacity to double up as airstrips. 

The traffic on the roads will be stopped when 

an aircraft is about to land and will then be 

resumed. These are expected to be built in 

border areas and will enhance their 

connectivity. 

As a move towards divesting debt-laden state-

owned Air India, government is trying several 

initiatives. Post, unsuccessful stake sale of Air 

India, government is committed to turn Air 

India profitable to ensure suitable valuation at 

the time of its eventual strategic divestment by 

GoI.  

These statements depict government’s 

commendable effort towards reducing their 

spending on providing financial support to 

ailing Air India and investing the same towards 

further development of aviation sector and 

beyond. 

2.3 GROWTH IN INDIAN AVIATION 

MARKET 
The growth in Indian aviation market in recent 

years have been robust, riding on India’s 

expanding middle class, strong economic 

development and network expansion. India 

has been the fastest growing domestic aviation 

market for the third straight year in 2017 

(17.5%). The overall passenger traffic in India 

touched 308 million in FY2017-18 as compared 

to 124 million in FY2009-10. This accounts to a 

CAGR of ~12%. Domestic traffic (243 million in 

FY2017-18) has witnessed larger growth over 

the same period (CAGR of ~13%) as compared 

to international traffic (~65 million in FY2017-

18 with a CAGR of ~8%).
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Figure 9: Growth in Passenger Traffic (in million) in India.

Source: AAI 

India’s domestic RPKs have witnessed double-

digit year-on-year growth for the 44th month 

in a row (until April 2018). As per IATA the 

domestic air traffic growth was 26.4% year-on-

year in April 2018, comfortably above the 

growth seen for other countries. The airline 

seats for the same period increased by 18.4% 

pushing the load factor further (north of 90%). 

This has been a complete flip from 2000 when 

India consistently showed one of the lowest 

load factor for domestic flights, even below 

50% on certain occasions. The increasing load 

factor depicts strong growth for the Indian 

aviation sector and highlights their capacity of 

generating profits. According to IATA “As the 

load factor has increased in recent years, the 

number of airport pairs in operation in India 

has risen by more than 50% since 2015, while 

air fares have fallen by around 5% each year 

since 2014 after adjusting for inflation.” 

Figure 10: Year-on-year Growth of Domestic and International Passenger Traffic over last two years. 

Source: AAI

The passenger traffic is largely concentrated in 

the major cities, with the top 10 metros 

accounting for ~74% of the overall domestic 

traffic. However, due to increasing effort 

towards connecting regional airports, their 

share of the total traffic has declined by ~6 

percentage points over the last 10 years. The 

share has been almost equally distributed 

among the set of next 10 major cities – 

Bhubaneswar, Coimbatore, Guwahati, Jaipur, 

Lucknow, Nagpur, Patna, Srinagar, Varanasi, 

and Vizag – and the rest of India. 
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Figure 11: Share of top cities in the total domestic passenger traffic throughput. 

     Source: AAI 

      Note: (1) ‘Top 10 cities’ refers to the top 10 Indian cities in terms of domestic passenger traffic and similarly for ‘11-20 cities’. 

(2) Top 10 cities include Delhi, Mumbai, Bangalore, Chennai, Kolkata, Hyderabad, Cochin, Ahmedabad, Goa, and Pune.

(3) 11-20 cities include Bhubaneswar, Coimbatore, Guwahati, Jaipur, Lucknow, Nagpur, Patna, Srinagar, Varanasi, and Vizag.

Owing to government’s push for regional 

connectivity and airport infrastructure 

development, in recent periods, traffic growth 

is driven by Tier-II cities. These cities account 

for ~26% of the growth in domestic traffic. 

Many Tier-II cities are seeing significant traffic 

increase, cities such as Ranchi has seen ~90% 

traffic growth. 

New Airport Development 

As per IATA estimates, air traffic in India is 

expected to reach ~478 million passengers 

(based on trips and not airport throughput) by 

2036. To support such high traffic volumes, 

country needs to develop adequate supporting 

infrastructure.  Additionally, to support this 

growth we will need to develop adequate 

capacity and capability in the country. 

To prepare for such growth, government is 

focusing on taking 15-20 years view on airport 

infrastructure development. As mentioned 

earlier, in budget of FY 2019, The government 

announced a NextGen Airports for Bharat 

(NABH) Nirman scheme to expand airport 

capacities to more than 5 times. This scheme 

constitutes investments to be made in airport 

upgrade by both the private sector and the 

state-owned Airports Authority of India (AAI) 

in the due course of time.   

In line with growth trajectory of the sector, in 

March 2017, the Indian government gave a go 

ahead for the construction of 18 airports to 

connect smaller towns and reduce load on 

some of the airports running at near-full 

capacity. Two of these airports – Mopa (Goa), 

Navi Mumbai – were bid out in the last 2.5 

years. 

In 2016, GMR won the bid to develop and 

operate the ₹3,100-crore Mopa airport in Goa 

on a public private partnership basis with the 

state government. The airport will be a full-

service airport catering to domestic and 

international passenger besides freight 

services.  In the first phase, the airport will 

handle 4.4 million passengers annually and is 

expected to be in operation by 2020. In 

addition to this AAI has already taken up plans 

to invest 400 Crores in existing Dabolim airport 

to improve passenger facilities such as 

terminal building.  

Second airport to be bid out was the Navi 

Mumbai International Airport, aimed at easing 

air traffic congestion at Chattrapati Shivaji 

Airport. The GVK group won the bid for the 

₹16,000-crore project in February 2017, 
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offering 12.6% in revenue share to the City and 

Industrial Development Corporation (CIDCO) 

of Maharashtra. This is one of the lowest 

winning bids compared to 37% revenue share 

for Mopa airport and 38.7% for Mumbai 

airport.  

Post initial resistance from villagers, works 

related to Navi Mumbai Airport project have 

started. However, rehabilitation of people 

affected by land acquisition, levelling of the 

area to pave way for construction works and 

diversion of river pathways are still in progress. 

CIDCO has set May 2020 as the launch date for 

however as per IATA’s assessments the airport 

is unlikely to be ready before 2023. In January 

2018, GVK group signed the concession 

agreement for the project with CIDCO. 

Continuing with its strategy of private 

participation in airport development, 

Government is already planning a PPP process 

for Nagpur airport and Jewar airport. 

However, the pace at which these greenfield 

projects are taken to completion needs to be 

observed carefully. 

Capacity Expansion at Existing Airports 

The airports at four metro cities in the country 

– New Delhi, Mumbai, Hyderabad and

Bengaluru – cater to nearly 55% of the

country's total air traffic and are operating at

near-full capacity. Rising private consumption

and healthy economic growth would continue

to provide tailwind to traffic growth. To handle

the steep rise of the passenger inflow, these

four major airports will require an investment

of ₹25,000-30,000 crore in expanding the

existing capacity by 2021.

In May 2016, Delhi International Airport 

Limited had finalised the capacity expansion 

plan and is seeking to transform the airport as 

a preferred Hub Airport of Asia. The capacity of 

T1 will be increased from 20 million to 40 

million, and the capacity of T3 will be increased 

from 34 million to 45 million. Besides, a fourth 

runway will be built by 2021. The modified T1 

will also have Aerobridge operations with 22 

Aerobridges. The Master Plan will be 

implemented in three modular phases – 2018-

21, 2021-25 and 2026 onwards.  

Initially designed to handle a capacity of 45 

million, Mumbai airport handled 48 million 

passengers in FY 2018 and overtook London’s 

Gatwick Airport to become the world’s busiest 

single-runway airport. To cater to the future 

requirements, Mumbai Airport has embarked 

on ₹3,500 crores expansion plan to increase 

terminal capacity to 50-52 million passengers 

over the next three years. The plan received a 

nod from the Union Ministry of Environment 

and Forests and Climate Change in April 2017. 

Having started operations in March 2008, the 

Hyderabad International Airport surpassed the 

14 million passenger mark in 2016, while it was 

built to handle only 12 million passengers. In 

June 2017, GMR got an approval for the ₹2,600 

crore airport expansion plan that will increase 

capacity to ~25 million passengers per annum, 

through the addition of a runway, modular 

terminals and support facilities. The new 

runway is expected to be built by 2020 and 

plans are afoot to extend Hyderabad Metro 

Rail up to the airport.  

The capacity expansion is already underway at 

GVK-operated Bengaluru International Airport. 

Built with an initial capacity of 20 million 

passengers, the actual passenger traffic 

surpassed 22 million in 2016. The Phase-2 

expansion started in 2016, and includes the 

construction of a second runway and a new 

terminal complex. This would further enhance 

the capacity to 35 million passengers by 2021. 

The other two major airports, Chennai and 

Kolkata, still have some time to go before the 

demand matches with their existing capacity. 

Both these airports are owned and operated 

by the Airports Authority of India. The 

authorities have already announced the ~ 

₹2,500 crores expansion plan for the Chennai 

airport to take the capacity to 30 million by 

2020-21 from the present 23 million passenger 

level. Similar announcement has been made 

for Kolkata in June this year, for the 
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construction of a third terminal that will take 

up the airport passenger capacity from 20 

million to 40 million.  

Fleet Expansion across Indian Airlines 

In March this year, Boeing said that it is upbeat 

on Indian aviation market and expects it to 

grow it a hectic pace. Boeing has predicted a 

huge potential for addition of new aircraft over 

the next 20 years. Asia Pacific is going to be 

major market for aircrafts in next 20 years. 

Aligned with this expectation, majority of the 

Indian airlines have huge size of aircraft orders 

lined up for delivery over next few years. 

Figure 12: Fleet Growth of Scheduled Indian carriers 

         Source: DGCA        

Based on existing fleet orders of scheduled 

Indian carriers, fleet size of Indian carriers is 

expected to treble from ~500 to 1,500 by 2024. 

In March 2016, Indigo took delivery of its first 

A320neo aircraft making it the first A320neo 

operator in Asia. After placing the order of 180 

A320neo aircrafts in 2011, Indigo placed an 

additional order of 250 A320neos in 2015. 

Indigo has also managed to take fast-paced 

deliveries of aircraft, taking its share of aircraft 

among 7 major players from 20% in FY14 to 

27% in FY17. Additionally, the company 

received its first ATR in Nov-17. The Airline has 

already placed order for 50 ATR aircrafts and is 

expecting to receive 21 of these planes by 

2018. Summing up all the acquisitions since 

2005, the airlines' fleet stands at 155 now and 

will reach ~600 in next 7-8 years, when all the 

planes on order are expected to be delivered. 

The fast-growing player is expected to own 

more than one-third of the fleet by 2024.  

However, Indigo recently experienced a spate 

of flight cancellations mostly due to Pratt & 

Whitney engine failure in its A320neo aircrafts. 

There have been engine shortages from Pratt 

& Whitney, so sometimes the plane had to be 

grounded even if one engine is down. As many 

as 13 A320 Neo aircraft were grounded in 

August 2017 due to engine issues, forcing the 

airline to cancel 84 flights. Additionally, a total 

of 667 flights were cancelled by Indigo 

between June 21 and July 3 this year, with 61 

flights cancelled on June 27 alone, due to the 

grounding of these planes. “The management 

believes it would take another year for 

implementing the design changes required for 

fixing the problems of A320neo Pratt & 

Whitney engines. Indigo expects reduced 

disruptions once Pratt & Whitney increases the 

availability of spare engines. However, due to 

aircraft induction delays, capacity addition for 

FY18 has been revised down from 25% to 

20%,” said Aditya Ghosh, president of Indigo. 
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SpiceJet has signed a deal to acquire 40 Boeing 

737 MAX 10 aircraft in June 2017. This is in 

addition to the deal signed in January 2017 for 

205 Boeing aircraft with the flexibility of 

converting some of the aircraft ordered to 

different versions which it exercised in June 

when it decided to purchase 20 Boeing 737 

MAX 10 instead of the Boeing 737 MAX 8 

aircraft. SpiceJet will take delivery of its first 

737 MAX in 2018 and is planning to induct 30 

of the 225 ordered aircraft by 2020. Similarly, 

SpiceJet has also entered into a purchase 

agreement for 50 Bombardier Q400s. Firm is 

expected to receive 18 Bombardier Q400s by 

2020 

Air India has also placed an order for 10 ATRs. 

Last year, Go Air has placed an order for 144 

A320 family aircraft, including 72 A320neos. 

The airline has so far taken possession of four 

A320neos and is expected to take delivery of 

all the 72 A320neo aircraft by 2020. If that 

materializes, Go Air will be able to double its 

market share of the total fleet of Indian players 

to 10% in FY 2021, compared to FY 2017. 

However, Air India has put placing aircraft 

orders on hold until there is clarity on its future 

course, including possible privatisation. The 

airline, however, said that all the existing 

orders will be respected and new aircraft are 

being added to the fleet. Air India had placed 

order for 29 Airbus 320 aircraft in 2016, 14 of 

which are likely to be delivered by end of 2017. 

Given, the airline is grounding old aircraft, the 

net addition will be only about 15 Airbus. 

Meanwhile, Jet Airways has ordered 75 Boeing 

737 MAX planes with CFM-Leap-1B engines for 

delivery starting 2018. Jet Airways is expected 

to receive delivery of 8, 737-max during 2018-

2019. 

Air Asia India and Vistara both are looking to fly 

international routes next year and hence, 

quickly adding aircraft to take their respective 

fleet size to 20. Air Asia India has 18 aircraft as 

of June 2018 and planning to take the count to 

20 by year end 2018.  AirAsia India, after a slow 

growth, has ramped up expansion plans and is 

looking to add around 60 planes in five years. 

Vistara, which received its 20th plan in April 

2018 is expecting to receive delivery of another 

2 A320 neos in June 2018. It is also likely to 

soon place a mega order for a mix of narrow 

and wide body aircraft. 

Combining all the carriers together, India's 

fleet size is ~ 60% of the entire South Asia, but 

its outstanding orders for planes are >90% of 

those from the region, as reported by CAPA-

Centre for Aviation. Airbus has said it will 

deliver one plane every week to Indian carriers 

for the next ten years. These healthy numbers 

of fleet expansion are likely to keep the cabin 

crew job market hot as the airlines look at 

investing money in training new recruits to suit 

their requirements.  

Regional Connectivity Scheme 

As mentioned earlier, in past decades, most of 

the air traffic growth has been concentrated at 

the major airport hubs. Currently, airlines 

prefer to capitalize major traffic centres, and 

fly on more profitable routes leading to lack of 

supply at smaller cities. Given such 

concentration, as per CAPA, the top 10 airports 

will reach their structural capacity in the next 

5-10 years.

The next level of growth in air connectivity will 

involve unlocking the potential of these non-

metro, regional airports. The Government 

recognizes the need to generate demand at 

these regions as well as a lack of proper airport 

infrastructure. To support this growth, the 

government as part of its NCAP 2016 policy 

report launched the Regional Connectivity 

Scheme. The objective of RCS is to promote 

tourism, provide employment and promote 

balanced regional growth by making flying 

affordable for the masses. The policy intends 

to improve regional connectivity via measures 

such as incentives for airlines, airfare caps, and 

revival of existing airstrips and airports. 

The scheme has capped airfare for seats under 

RCS on routes to provide affordable options for 

citizens to fly. About half of the seats are 
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capped at 2,500 per hour. The government will 

provide Viability Gap Funding to the airlines 

and provide them with exclusive rights to fly 

the route for 3 years to encourage them to 

operate these routes viably. The VGF is 

financed through the Regional Connectivity 

Fund. The Regional Connectivity Fund (RCF) is 

created through levy on domestic departures, 

except on Category II/IIA routes under RDG, 

RCS routes and aircrafts with less than 80 

seats. Till May 2018, the government has 

collected a levy of Rs 214 and has disbursed Rs 

60 crore as viability gap funding to the airline 

operators to operate in tier II and tier III 

airports.  Till now government has undertaken 

two rounds of bidding for UDAN. Salient 

features of first rounds of bidding from UDAN 

is as follows: 

• In the first round of UDAN bidding, five 

airlines won bids to operate on 128 

routes connecting 70 airports to 5 

airline operators. The awarded 

proposals involved 31 unserved 

airports, 12 Underserved airports and 

27 existing airports.  

• Although, as part of UDAAN, 

government also promoted 

helicopter-based connectivity but due 

to lower VGF cap, no helicopter routes 

were awarded during first round of 

bidding.  

• The total VGF sought in the first round 

of bidding was around 205 Crore.  

• From major airlines, only Spice Jet and 

Alliance Air participated in the process 

But only Spice Jet and Alliance air were able to 

start flying on some of the routes. 

Approximately 40 per cent of UDAN-1 routes 

got operational till 2017. Two airlines, Air 

Deccan and Air Odisha, which got 84 of those 

routes — are yet to start flying on most them. 

Additionally, coupled with delay in airport 

development/improvements at RCS airports, 

even till now, only 60 out of 128 routes have 

started operations.  

Post UDAN-1, government engaged in 

workshops with various stakeholders including 

industry participants to improve the overall 

attractiveness of the scheme. Based on the 

revised scheme, government conducted 2nd 

round of bidding in late 2017. Major changes 

during UDAN-II includes increasing VGF cap for 

helicopters, allowing stage length lower than 

150 Kms, thrust on improving connectivity to 

areas such as J&K, North east (priority areas). 

Salient features of the second round of bidding 

is as follows: 

• Major Indian carriers, such as Spice Jet, 
Indigo, Alliance air and Jet airways 
participated in the process. Alliance Air 
has already started operating on some of 
the routes 

• A total of 109 airports and heliports 
around the country have been awarded to 
various airlines and helicopter operators 
under the second round of bidding 

• 325 RCS routes were awarded in UDAN-II. 
Out of these, 129 routes are in a newly 
created category of ‘priority areas’ that 
include Jammu and Kashmir, Himachal, 
Uttarakhand, North East, Andaman and 
Nicobar Islands and Lakshadweep Islands 

2.4 INDIAN AIR CARGO MARKET 

As Asia Pacific is experiencing a significant 

growth in air cargo business, the Indian cargo 

sector has consolidated its own position by 

growing rapidly over the past decade. Total air 

cargo at all Indian Airports during 2016-17 and 

2017-18 witnessed a growth rate of 10.1% and 

12.7% respectively with 3.35 million MT cargo 

traffic in FY’18. International air cargo traffic 

increased by 15.6% to 2.14 million MT in FY’18. 

Whereas domestic cargo traffic increased by 

8% to 1.21 million MT. Presently international 

cargo contributes ~60% to India’s total cargo 

industry with approximately double the 

growth rate as compared to domestic cargo 

business. Gems and jewellery, 

pharmaceuticals, electrical and electronic 

equipment comprise a significant share of 

international cargo traffic in terms of value. In 



 

27 
 

terms of volume, perishable goods are the 

major contributors to cargo traffic. UAE and 

Qatar are the major contributors to the India’s 

international air cargo   traffic. 

Figure 13.Top countries for international air freight traffic

 

Source: DGCA

According to AAI, over 2018-23, the 

international and domestic air freight is 

projected to grow at a CAGR of 8% and 8.5% 

respectively with an overall growth of 8.2%. 

Considering this trend to continue till 2027, 

projected international and domestic air cargo 

will be 3.6 million MT and 2.1 million MT 

respectively resulting in total air cargo traffic of 

6.8 million MT. The NCAP 2016 document by 

government set the vision to reach cargo 

volumes of 10 million MT by 2027. To achieve 

this vision, cargo industry needs to grow at a 

rate of ~12.9% every year from 2018 to 2027.  

Figure 14. Freight traffic (in million MT) trend

 

Source: AAI and Auctus Research
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Except in FY’18 and FY’17, the growth rate in 

air cargo industry has never been in double 

digits for the past one decade. Therefore, there 

is an urgent need to uplift the Indian cargo 

market to achieve the overall vision of the 

aviation ministry. 
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3 SPECIAL SECTION 1- SUPPLY SIDE CONSTRAINTS IN AVIATION

The civil aviation market in India is growing 

rapidly in the past decade. India has the vision 

of becoming the third largest aviation market 

by 2020. The recently released NCAP Policy 

2016’s target of reaching 700 million 

passengers by 2027 at a CAGR of 9.5% 

underscores the potential of the Indian 

Aviation Sector.  

There is a growing impetus in the sector 

towards building new airports and expanding 

existing ones to meet the rising demand. A 

slew of new airports is in the anvil to be 

developed in public private partnership (PPP) 

mode. The concept of low-cost, no frills 

airports is taking hold as LCC shares rises 

pushing prices down. Some state governments 

are offering viability gap funding (VGF) for 

airlines or non-scheduled carriers to operate 

on new routes and remote routes. 

However, there are significant challenges to be 

overcome. Although AAI and private players 

have developed some world class airports, 

there are significant challenges related to 

capacity expansion of airports, fleet expansion 

and financing by airlines, land acquisition and 

various government approvals. Growth of 

other key support areas like cargo, 

maintenance, repair and overhaul (MRO), 

general aviation (GA) and human resource 

development have been constrained due to 

absence of required infrastructure and lack of 

supportive policies.  

For continuous super-normal growth, urgent 

remedial measures are required. This section 

highlights few supply-side challenges, their 

potential impact and proposes solutions to 

tackle them. 

3.1 AIRPORT INFRASTRUCTURE 
The Airports Authority of India manages most 

of the airports in the country which include 11 

international airports, 8 customs airports, 81 

domestic airports and 25 civil enclaves at 

defence airfields. The government has opened 

the airport sector for private participation with 

6 operational airports under PPP. While there 

has been substantial investment in the 

development of airport infrastructure, 

significant and continuous investment is 

required to ensure that the growth in air traffic 

is managed safely and efficiently.  

Today, at least 25 of the 50 busiest airports in 

India are already operating beyond their 

capacity, while almost all the others will reach 

optimal capacity soon with the industry 

growing at an unanticipated 18-20% every 

year. Key airports such as Mumbai, Bengaluru, 

Hyderabad, Ahmedabad and Pune are already 

saturated, while Delhi, Kolkata, Chennai, Goa 

and Lucknow are among important aviation 

hubs that will reach full capacity soon. 

Table 5: Airport Traffic and Capacity at the busiest 
airports in India 

Airports Traffic 
(FY2018) 

Capacity Load 
Factor 

Delhi 65.7 Mn 70.0 Mn 94% 

Mumbai 48.5 Mn 45.0 Mn 107% 

Bengaluru 26.9 Mn 20.0 Mn 135% 

Chennai 20.4 Mn 23.0 Mn 89% 

Kolkata 19.9 Mn 26.0 Mn 77% 

Hyderabad 18.0 Mn 12.0 Mn 150% 

Cochin 10.0 Mn 21.0 Mn 48% 

Ahmedabad 9.2 Mn 8.5 Mn 108% 

Pune 8.2 Mn 7.0 Mn 117% 

Goa 7.6 Mn 7.6 Mn 100% 
Source: Auctus Research 

Overcapacity or lack of sufficient infrastructure 

can lead to various problems such as long 

delays and congestion at the airport. Research 

shows that as airports reach maximum 

capacity, passenger growth stalls at the 

airport. An example is the Heathrow airport 

which has seen passenger growth at less than 

1% on average per year since 2000 while other 

airports in London grew at twice that rate as it 

had reached its saturation capacity. 
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3.1.1 Creating greenfield and 

brownfield capacity 

Increasing capacity requires both development 

of greenfield airports and expansion of existing 

airports. The effort must be funded by both 

private parties and AAI. 

Expanding capacity at existing airports 
Air traffic at most of airports is already at 

capacity or expected to reach full capacity in 

the near future. Given this, there is an urgent 

need for expansion of infrastructure at the 

existing airports. A comprehensive schedule 

for upgradation of facilities and bottleneck 

infrastructure needs to be maintained keeping 

in mind future traffic requirements. 

AAI is already planning to create additional 

capacity in airports such as Agartala, Patna, 

Srinagar, Pune, Trichy, Vijayawada, Port Blair, 

Jaipur, Mangalore, Dehradun, Jabalpur, 

Kolhapur, Goa, Varanasi and Bhubaneswar 

with a capital expenditure of Rs 20,178 crore in 

the next 4-5 years. 

In the private sector, upgradation and 

expansion of Delhi, Bengaluru and Hyderabad 

airports is planned with an estimated 

investment of ₹25,000-30,000 crore over the 

next 5 years. Expansion work in Delhi is 

expected to be completed by 2021 taking the 

capacity of the airport to 85 Mn per annum. 

Building secondary airports 

Many airport systems are nearing their 

saturation capacity. For example, the Mumbai 

airport spread over a ~2000-acre area with a 

single runway system has already approached 

its saturation capacity. As passenger traffic 

increases, the airport will act as a bottleneck 

disrupting growth. To address such problems, 

and release the stress on the primary airports, 

it is necessary to build secondary airports in or 

around the city. 

Some major cities are already expected to get 

secondary airports to complement the 

capacity constraints at the primary airports 

such as Navi Mumbai (Mumbai Airport), Jewar 

(Delhi Airport), Mopa (Goa Airport), Purandar 

(Pune Airport), Hirasar (Rajkot Airport) and 

Bhogapuram (Visakhapatnam Airport).  

Most of the projects are already delayed with 

only the Navi Mumbai and Mopa bid having 

been conducted till now on a PPP basis. The 

construction process for these airports needs 

to be expedited. Additionally, robust 

infrastructure needs to be developed to 

connect the primary airport with the 

secondary airport to leverage the network at 

the existing airport and allow seamless transfer 

of passengers between both the airports. 

Development of low-cost regional airports 

Recent trends in capacity deployment by 

domestic airlines suggest the preference for 

adopting Hub - Spoke model within the country 

connecting large number of Tier 2 and 3 cities 

with metro and major airports. However, in 

future airlines are expected to evolve an 

innovative network planning model, where 

regional hubs would have to be developed to 

increase regional connectivity. The expected 

growth in tier II and tier III cities will require 

budgetary support from AAI during the initial 

period of its operations and until such time the 

operations become viable. This will also help in 

reducing the stress on the major hub airports 

and provide quicker and cheaper options for 

passengers to travel from one point to 

another. 

These regional airports should be developed as 

Low-cost Airports. These Low-cost airports 

would have all facilities required for safe and 

secure airport operations provided at a 

fraction of the cost of establishing the 

conventional airports.  

While development of new infrastructure will 

enhance address the capacity requirements of 

the aviation sector over the long run, there is a 

need for solutions that can help improve the 

efficiency in the near term.  

3.1.2 Optimization of airside capacity 

Construction of new runways is a challenging 

prospect that requires huge amount of capital 

and land and can be time-consuming due to 
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various political, physical or institutional 

roadblocks.  Therefore, there is a need for 

innovative near-term solutions to improve 

airside capacity to optimize airside operations. 

Runway Occupancy Time Optimization 
Runway occupancy time (ROT) has a strong 

impact on the capacity of the runway and even 

small reductions in the average time an aircraft 

spends on the runway can have a significant 

impact on the overall runway capacity. Five 

seconds lost per aircraft can result in two 

missed runway slots per hour.  

Improvements in ROT can be achieved through 

construction of Rapid Exit Taxiways for 

enabling efficient runway exit. Pilots need to 

be trained to establish a runway exit strategy 

that will minimize the occupancy time based 

on the landing weight, wind and runway 

conditions. 

Melbourne Airport launched its Airport 

Capacity Enhancement (ACE) program aimed 

at optimizing ROT through optimal designing of 

the Rapid Exit Taxiway and training of pilots. 

This programme has significantly improved the 

airside capacity at the airport.  

Optimum Slot Scheduling and Slot trading 

Solutions aiming to manage congestion 

through better slot scheduling have lately 

received a great deal of consideration due to 

their potential for delivering substantial 

capacity utilisation improvements.  

Demand management is an important 

instrument to deal with capacity shortfalls and 

delays at airports. The research community has 

recently placed the focus on two measures to 

manage slot scheduling at busy airports 

thereby improving efficiencies: market-driven 

instruments (slot trading, auctions, congestion 

pricing) to allocate capacity among 

competitors by considering real valuations of 

access to congested facilities; and IATA-based 

allocation mechanism from slot scheduling 

perspective. 

Trading of slots among carriers is not legal 

within the Indian regulatory framework. Slot 

distribution and assignments in India, while 

guided by the IATA are managed by separate 

agencies including the DGCA, AAI, Bureau of 

Civil Aviation Security, all of which coordinate 

with individual airports. Regulatory overlap 

exists making it difficult to identify a clear and 

uniform slot allocation policy. Global 

experiences suggest that there is a preference 

for slot trading as it promotes efficiency in 

operations and can maximize utilization of 

available slots. Allowing limited supply of slots 

to be traded in a regulated ecosystem can 

create more efficient outcomes than 

government assignment and reviewing of slots 

every six months. Given its efficiency benefit, 

Slot trading is widely promoted in UK and EU.  

Improving ANS Operations 

Air navigation service providers (ANSP) must 

remain at the forefront of air traffic 

management (ATM) innovation to maintain a 

high level of safety, support economical and 

efficient operations as well as future growth 

planned by airlines and airports. The 

requirements for investment in the Air Space 

and Air Traffic Management is more and 

beyond the physical infrastructure. It involves 

deployment of equipment relating to CNS 

(Communication Navigation and Surveillance) 

and Air Traffic Management Systems. 

Technology being a dynamic variable, the 

equipment and systems of the air navigation 

services and the underlying technology has to 

match with the progress in airborne 

technology. 

In India, AAI is the sole authority responsible 

for providing ANS and ATC services at the 

airports. AAI is gearing up to meet the 

challenges of rapid growth in aircraft 

movement. The Indian air navigation system 

master plan includes significant investment in 

modernization and upgradation of the 

Communication Navigation Surveillance (CNS) 

system, Air Traffic Managements and 

Meteorological Equipment, Enhancing 

Manpower and Training Infrastructure and 
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harmonization with global initiatives and 

regional air navigation plans. AAI launched 

India’s GPS aided GEO augmented Navigation 

system known as GAGAN with the support of 

ISRO in 2015 becoming the fourth country in 

the world to implement an SBAS system for 

civil air navigation. 

Presently, there is a severe shortage of staff at 

the current operational airports. For example, 

Delhi has only 360 air traffic controllers against 

a requirement of 600, while Mumbai has only 

255 against a requirement of 455. A shortage 

of around 1,500 air traffic controllers was 

revealed by a study sponsored by ASSOCHAM 

which roughly translates into 40% of the 

country’s total ATC positions being vacant. 

Given the growth in air traffic and 

operationalization of new greenfield airports 

as part of the Governments Regional 

Connectivity Scheme, the requirement for ATC 

staff is expected to rise rapidly. Bloomberg has 

projected the requirement of 40,000 

additional air traffic controllers over the next 

14 years. With the limited training facilities 

available presently, it is bound to result in 

shortfall of 1000 controllers every year. 

For many smaller airports developing and 

operating a complete ANS infrastructure 

maybe be inefficient. AAI should deploy mobile 

towers to provide navigational services 

support. The tower will be placed on a vehicle 

and will have one to four controller positions 

apart from communication and control 

systems, required for the movement of plane. 

It will also have radar and voice recorder and 

meteorological system. The staff of nearby 

functional airports will be used to serve at 

remote airports and no staff will be positioned 

at remote airports. These mobile towers can 

be very beneficial in regions with a cluster of 

smaller airports in proximity, allowing the 

tower to serve more than one airport. 

However, in regions where airports are >200 

kms apart, mobile tower will not provide much 

benefit due to travel time between airports 

and hence, its service will be limited to just one 

airport. Additionally, in remote areas, AAI will 

also have to consider security of staff and 

equipment of mobile tower, which will require 

dedicated security escorts with the mobile 

tower. Also, given the high cost and limited 

utilization in such cases, mobile tower may not 

provide any additional value over fixed tower. 

One of the possible solutions to this problem is 

the provision of centralized navigation services 

manned by controllers stationed at nearby 

major airports. Sweden is successfully using 

remote navigation at one of its remote airports 

named Ornskoldsvik, where the control tower 

has multiple cameras which are watched by 

controllers sitting at a distant airport to guide 

the planes accordingly. The technology has 

been purported to be cheaper and better than 

the traditional towers requiring dedicated ATC 

staff and expensive navigation equipment. It 

also helps multiple small airports pool 

navigation services cost while reducing 

manpower requirement for ATC/ANS services. 

Similar solutions have been tested in Norway, 

Ireland and Australia as well. 

3.1.3 Optimization of terminal capacity 

The rising passenger traffic at the airport has 

led to congestion and long queues in the 

airport terminals. Optimization of passenger 

flow has significant potential to improve the 

terminal capacity and increase passenger 

convenience. 

Airport congestion and wait time influences 

passenger satisfaction levels in terms of overall 

travel wait time. The wait time depends on 

mandatory factors like security, immigration 

and passenger discretionary factors like airport 

shopping, dining, and other activities.  

Figure 25:  Passenger Flow through a terminal

Source: Auctus Research 
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Each of the passenger touch points requires 

adequate infrastructure and manpower to 

ensure smooth flow. 

Airports have undertaken PoCs of various 

technologies in the recent years to automate 

processes and ensure seamless experience for 

passengers such as self-check-ins, DigiYatra 

and e-gate, etc. It is necessary to deploy these 

technologies at all airports to unlock terminal 

capacity. 

DigiYatra 

The Ministry of Civil Aviation under the 

proposed “Digi Yatra” initiative is looking 

forward to making boarding pass and security 

check-ins digital at airports using Aadhaar and 

mobile phones. Under this initiative, a digital 

mode for airport entry and verification of 

passengers would be used. The move is aimed 

to ease the security and boarding procedure by 

making the whole air travel experience 

completely digital. 

While the government has started the 

implementation of the initiative with the 

airports at Vijayawada and Varanasi, there is a 

need to expedite the rollout to the busiest 

airports where the problem of congestion is 

most acute. 

Sufficient security manpower 

Security is an area which cannot be overlooked 

as the air traffic increases. Deep planning 

would be required to ensure adequate security 

arrangements are available in the terminal.  

Presently, security and immigration desks act 

as bottlenecks to passenger journey creating 

artificial capacity constraints. With rising 

traffic, it is necessary to increase the 

manpower specially at security and 

immigration checks at the airport.  

The Government can also plan to involve 

private participation by scrutinising and 

shortlisting private security agencies, 

approved & accredited by BCAS, and allow 

them to provide non-core security functions at 

airports. While private security agencies are 

involved largely in access control roles 

currently, this will involve significant up-skilling 

and training to ensure preparedness for 

handling security and safety related aspects. 

3.1.4 Optimization of cityside capacity 
Cityside facilities forms an essential part of the 

airport infrastructure. Continuous investment 

to maintain adequate parking facilities and 

robust connectivity is important as the 

demand increases.  

Creation of cityside infrastructure 
There is a need to augment car parking facility 

at airports so that congestion on the cityside 

can be reduced. Separate parking station 

should be developed for taxi aggregators. 

Other cityside infrastructure such as bus 

stations, pre-paid taxi stations should be 

created to match the growing requirements.  

Intermodal connectivity for airport 

Airports cannot be built in isolation. There is 

need for coordination with other state 

agencies to develop ground support and 

logistics. Appropriate access through road 

connectivity is essential part of the airport 

infrastructure. There is therefore a need for 

effective coordination between road 

development agencies both at the center and 

in the states, besides coordination with the 

Railway authorities to enable seamless 

intermodal connectivity for passengers and 

cargo to and from the airports.   

Airport should be a part of the overall traffic 

management and city planning and special 

attention should be given when designing city 

infrastructure such as metros or inter-state bus 

station. 

3.2 AIRCRAFT FLEET CAPACITY 
Such rapid growth of traffic not only require 

supportive fundamental drivers but also 

requires adequate capacity in the system to 

support such growth. To develop capacity for 

such growth, India needs 1,750 new aircrafts in 

next 20 years. Overall demand for new 

aircrafts is more than 3 times the current fleet 
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of overall Indian carriers. According to Airbus’s 

estimate “India will need 1,320 new single-

aisle aircraft and 430 wide-body aircraft valued 

at $255 billion”.  

As mentioned earlier, to meet such demand, 

Indian carriers are already scrambling to 

expand fleets. Airlines have already developed 

an order book. For next 7-8 years, existing 

orderbook of the carriers already stand at ~900 

aircrafts. Low cost carriers are taking the lead 

in fleet expansion and accounts for >85% of the 

existing orderbook. As per CAPA, within few 

weeks after new orders from Jet Airways and 

Vistara, order book of Indian Airlines is 

expected to touch 1,123 planes. 

Table 6: Orderbook of existing airlines in India 

Airline Orderbook 

Indigo 448 

Go Air 119 

Jet Airways 86 

Spice Jet 157 

Vistara 5 

TrueJet 6 

Zoom 19 

Air Asia 60 

Total 900 
Source: Auctus Research 

Although airlines are already factoring long 

term capacity requirement in fleet orders, 

some fundamental challenges remain.  

3.2.1 Supply side delay 

Given the complex supply chain of aircraft 

development, there is a long lead time for 

aircraft delivery. Large aircraft manufacturer 

such as Boeing and Airbus have backlog of 

thousands of orders. As of May 2018, Airbus 

has a backlog of 7,150 aircrafts (~ 9 years of 

production at current rate) and Boeing had a 

backlog of 5,864 aircrafts (~7 year of 

production). Given such high backlog, Airlines 

must plan their fleet order 3-5 years in advance 

to ensure delivery of aircrafts on time. High 

lead time coupled with probable technical 

issues in delivered aircrafts is a key bottleneck 

for fleet capacity. Recently, many Indian 

airlines such as Indigo and Go Air received 

delivery of new A320 neo, with faulty Pratt and 

Whitney engines, which lead to in-air engine 

shutdown. Faulty Pratt and Whitney engines 

lead to grounding of 11 (~9% of Indigo’s fleet) 

aircrafts of Indigo and 3 aircrafts of Go Air 

(~10% of Go Air’s fleet). Indigo had to cancel 48 

flights and Go Air had to cancel 18 flights. 

IndiGo has had to replace Pratt & Whitney 

engines on its 32 A320 Neo aircraft at least 69 

times in the period May 2016-November 2017 

and is still facing issues with the engines. This 

not only leads to cancellation of flights but also 

pushes the ticket prices up.  

Although, in short term, we cannot control 

supply side delay but in near term India can 

mitigate the impact of such issues by 

promoting MRO industry and reducing import 

levies on aircraft parts. Government should 

also focus on promoting MROs in India through 

JV with airlines. These steps will help airlines 

repair there aircrafts quickly and limit 

grounding time, thus enabling higher aircraft 

capacity. In long term, focus should be on 

developing a holistic eco-system for aircraft 

manufacturing in India. GoI should promote 

aircraft development in India as part of its 

make in India initiatives. Ecosystem should 

include R&D facilities to supplier networks and 

manufacturing facilities. 

3.2.2 Access to Capital 
At the end of FY17, Indian airlines had ordered 

more than 800 planes. As per Airbus estimates 

Indian airlines need to order as many as 1,750 

planes worth US$255 billion over the next 20 

years. This will require access to large pool of 

capital for funding aircraft acquisition. For 

Aircraft acquisition, customer must pay 20-

30% of the amount as pre-delivery payment 

(which is paid at different milestones). 

Based on funding sources for Boeing’s 

deliveries, major source of funding for aircraft 

acquisition are: Capital markets, Export Credit, 

Commercial debt and sale leaseback. Aircraft 
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leasing is a growing market, maintaining 40% 

market share.  

Figure 16: Funding distribution for Aircrafts 

Source: Boeing  

In Indian, context, capital markets are not 

mature enough to provide funding for 

aircrafts. Sale and operating lease remains the 

most sought-after way of aircraft financing for 

airlines. 

Figure 17: Aircraft ownership type by Airlines 

Source: CAPA 

Except, Jet Airways and Air India, most of the 

Indian carriers’ fleet are on operating lease. 

Operating lease reduces the amount of initial 

capital required to purchase an aircraft. Cost of 

a typical operating lease varies from 0.8-1% 

per annum in USD denominated debt.  

73%

27%

Operating Lease FL/Owned
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Figure 18: Sale and Leaseback model 

Source: Auctus Research

In sale and leaseback model, airlines typically 

place bulk order for aircrafts and leverage the 

size of the order for discount. In sale and 

leaseback mechanism, 3 transactions 

highlighted in the above figure happen 

simultaneously.  

As highlighted earlier, cost of typical 

operating lease is 0.8-1% per month (10-12% 

per year). Given that India does not have any 

large Aircraft leasing company, airlines lease 

aircrafts from larger global players. This 

increases the overall cost of operating lease to 

14-16% (Operating lease + hedging cost). In 

summary airlines cost of aircraft financing 

comes out to be ~15%.  

Additionally, post Kingfisher saga, major 

aircraft leasing companies and financers have 

started adopting a cautious approach towards 

Indian carriers, with some even threatening to 

pull out of India. During Kingfisher default, 

airport operators and tax authorities fought 

legal battle to took control of Kingfishers’ 

grounded fleet over unpaid dues. Leasing 

companies had to fight court battle to 

repossess its aircrafts.  Considering this, in 

future cost of operating lease may increase for 

Indian carriers.  

Given that Indian aviation sector need 

~US$255 billion on list price, assuming 

transactions are closed at 40% discount airline 

sector will need funding of ~US$153 billion. At 

15% financing cost, sector will have bear 

burden of ~US$ 23 billion every year. Given 

airlines importance for Indian economy, 

government should enable airlines to tap into 

cheaper source of funding.  

One such cheaper source of funding is asset-

based lending from Domestic Banks and NBFCs 

for aircraft acquisition. To develop such 

products, government should stimulate 

participation of Banks and NBFC’s in aircraft 

financing. One way to achieve this is to provide 

clear guidelines on ultimate ownership of 

aircraft in case of default by airline, allowing 

for a smooth takeover of aircraft by 

banks/lenders. Aircraft financing is backed by a 

hard asset and is relatively less risky as 

compared to many other loans. Additionally, 

globally there is a developed market for 

aircraft leasing and lenders can recover their 

costs by reselling the aircrafts to lessors. 

Additionally, to support government’s UDAN 

initiative and to boost regional connectivity 

airlines need smaller aircrafts. Basis our 

analysis, typical demand at majority of the RCS 

routes would mandate use of smaller aircrafts, 

i.e. 30-50 seater. However, currently, there is a

dearth of viable financing options available for

this segment of aircrafts (as compared to the
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70-80-seater ATRs). Given this constraint, 

government should focus on providing 

financing support for 3-4 years for acquisition 

of smaller aircrafts.  Based on our estimates, 

smaller aircrafts will require debt funding of 

~US$ 560-700 million for next three years.

Figure 19: Financing requirement for Smaller Aircraft 

Source:  Auctus Estimate

Priority sector lending for smaller aircrafts 

As per RBI guidelines, each year Banks must 

disburse 40% of its loans to priority sector and 

any shortfall must be parked with NABARD. On 

average, banks can use only 38% of the 

stipulated 40% target for priority sector. Based 

on 2014, estimate Banks deposited INR 36,000 

to funds managed by NABARD / NHB / SIDBI on 

owing to shortfall in priority sector lending. At 

this run rate, in three years Indian Banking 

system will add a corpus of ~US$ 16.5 billion as 

shortfall for priority sector lending. A modest 

3-4% of this corpus is sufficient to finance ~100

aircrafts required to kick-start the acquisition

of smaller aircrafts for RCS scheme.

Therefore, we recommend inclusion of 

financing support for aircrafts, upto50-seater 

deployed under RCS, for the next 3 years or 

100 aircrafts, whichever is earlier, under 

Priority Sector Lending. 

3.2.3 Financial health of the Airlines and 

reallocation of fleet 

Aviation industry is a cyclical industry with 

profitability of airlines strongly linked with fuel 

prices and economic growth. Given the strong 

competition in Indian markets, even with 

double digit traffic growth and >80% PLFs 

airlines are marginally profitable.  

Impending financial challenges 

In FY 2018, airlines had a good financial year 

owing to low fuel prices, lesser than planned 

capacity additions and grounding of fleet 

because of faulty Pratt and Whitney engines. 

However, rising ATF and upcoming aircraft 

deliveries are going to put pressure on airline’s 

margins. Additionally, price sensitivity of 

Indian passengers, makes it difficult to pass on 

entire cost increases. The implementation of 

GST may also result in higher upfront costs for 

aircraft and leases, spares and parts, and 

distribution costs, increasing cash flow 

requirements, although airlines will receive 

input tax credits later.  

Additionally, ATF prices in India is also 60-70% 

higher than Global ATF prices. High ATF prices 

are because of various taxes such excise duty 

and sales tax. Sales tax in some states is as high 

as 30%. To boost aviation and to take flying to 

masses, government should lower burden of 

high tax cost on ATF. Lower ATF will further 

stimulate traffic demand and improve financial 

condition of airlines.  
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Cyclical and bankruptcy prone nature of 

the industry 

Given industry’s cyclical nature and high fixed 

cost nature, industry is prone to bankruptcies, 

and in past many airlines have gone bankrupt. 

India too have seen fallout of Kingfisher 

airlines. Bankruptcies impose capacity 

constraints on the aviation market. However, 

in developed markets owing to strong 

bankruptcy laws and clear rules on aircraft 

takeover by lessors, decrease in aircrafts due 

to liquidation is quickly compensated by other 

incumbents through leasing more aircrafts 

from lessors. Bankruptcy code also allows the 

airline to redeem its value by continuing 

operations under bankruptcy protection, some 

airlines such as Delta, United Airlines have also 

emerged after bankruptcy reorganization. 

During this period of bankruptcy code, lessor 

can engage with incumbent players in the 

market to find new suitors for the aircrafts in 

case the carrier is liquidated.  

However, in case of Kingfisher airlines default, 

it became very difficult for the lessors to 

take back their aircrafts. Airport operators 

and tax agency had seized leased aircrafts as 

security against unpaid dues. Lessors had to 

fight a long legal battle to take back 

these aircrafts. 

Although, bankruptcy of Kingfisher airline, did 
not have significant negative impact on the 
sector but this put Indian airlines at risk of 
higher lease costs or altogether boycott by 
global lessors.  

In 2016, India introduced a new bankruptcy 
law, which seeks to consolidate the existing 
framework by creating a single law for 
insolvency and bankruptcy. In this law, in case 
of default any creditor/debtor can bring the 
airline to NCLT. In new law, NCLT appoints 
insolvency professionals for insolvency 
resolution. These professionals have the 
control of firm during insolvency period. If for 
180 days firm does not reach a resolution, 
which is approved by the creditors liquidation 
process is initiated.  New bankruptcy code will 
lead to development of more efficient airlines. 

Additionally,as highlighted earlier, for aviation 
sector government should come out with 

clear control guidelines on leased 

aircrafts. This reform will encourage 

global leasing company’s activities in 

India. Additionally, it will lead to faster 

allocation of non-operational fleet capacity 

between efficient operators. 

3.2.4 Manpower scarcity 

According to CAPA estimates, the industry will 
need ~10,000 additional pilots in next 10 
years, compared to roughly 7,000 available 
now. Indian airlines are struggling with pilot 
shortages. While for some type of aircrafts 
shortage is because of lack of skilled pilots but 
for others it is just because of poaching by 
carriers from Gulf and South East Asia. 
Airlines such as TrueJet, which is using ATR 
fleet is already struggling with pilot shortage, 
leading to flight cancellations.  

To fill the pilot gaps, private airlines are 
focusing on training pilots and partnering up 
with various training programs. In 2017, Jet 
Airways launched a new commercial pilot 
license (CPL) cadet pilot training programme 
in partnership with CAE. The tie-up with CAE 
is aimed at creating more than 380 
professional pilots over the next five years. 
These cadets will continue with Boeing 

737 type-rating training at CAE's training 

centre in Bengaluru. Indigo is also starting 

recruitment of trainee pilots.  In 2018, 

Indigo is planning to recruit from 

government run flying training academy 

IGRUA. 

Till last decade most of Indian pilots used to 

go abroad for type rating, however the 

scenario is changing, and many airlines 

have partnered with Indian flight simulator 

facilities for pilot trainings.  In 2017, DGCA 

also issued a Civil Aviation Requirement 

(CAR) to progressively reduce use of 

overseas flight simulators for training. DGCA 

also mandated airlines having more than 

20 aircraft of one type to compulsorily 

have simulator training facility within India.
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As of November 2017, India had 6 DGCA 
approved flight simulator facilities with ~20 
simulators. Most of these simulators are 
focused on A320 and Boeing 737 

aircrafts. Given the push for ATRs to 

support regional connectivity scheme, in 

2017 Air India also commissioned first 

ATR flight simulator in India.  

Considering that for most type ratings 

pilot trainee pilot requires 70-80 hours of 

simulator training each simulator can train 
~70 pilots in a year.  With ~20 DGCA 

approved simulators, India has the capacity 

to develop pool to meet its pilot 

requirement. However, given aggressive 

poaching by Middle Eastern and South 

Asian airlines, attracting and retaining 

experienced pilots will remain a challenge.    
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4 SPECIAL SECTION 2- WHITE PAPER ON AIR CARGO

The aviation logistics in the country today is 

confronted with serious issues like inordinate 

dwell times, missing and non-traceable cargo, 

damaged cargo, lengthy cargo processing 

times and queues at the cargo terminals, etc. 

The air cargo infrastructure in India has not 

been planned to keep in mind the medium and 

long-term requirements and is woefully 

inadequate and overloaded. The existing 

processes at the airports for cargo act as a 

stumbling block for growth of this industry. 

Comparison of performance standards for 

some of the key parameters of Indian Air Cargo 

Industry with other countries shows 

substantial gaps in the existing supply chain. 

Lack of enabling infrastructure, lack of 

automated material handling systems, high 

manual intervention in the processes and 

inadequate skilled man power are some of the 

key areas where Indian air cargo industry lags 

global peers. 

Following are the short and medium-term 

initiatives required to promote the growth of 

air cargo by way of cost reduction, efficiency 

improvement and better inter-ministerial 

coordination: 

4.1 CAPACITY CREATION 
Historically, airports have always been 

developed from passenger stand point of view, 

and thus requirement of cargo facility 

development has been relegated and 

considered not important. Therefore, the 

entire logistics of cargo is woefully inadequate 

and poorly managed area of the airport. 

Cargo infrastructure at any airport is just not 

the cargo terminal building that houses the 

warehouse but also the related facilities 

including special facilities for express freight, 

frozen foods, airmail, and hazardous goods. 

Infrastructure also includes specialized 

equipment, access roads, truck parking 

terminals, public amenities like offices for 

intermediaries, public car parking area, etc. 

Today, the air cargo industry is currently 

concentrated at the major airports with top 6 

JV international airports accounting for 78% 

international cargo and 64% domestic cargo by 

volume. Delhi and Mumbai airports alone 

handle around 55% of India’s total 

international and domestic air cargo traffic. 

This skewed air cargo traffic at selective 

airports leads to congested cargo terminals 

thus, leading to operational stress. 

Table 7. Airport share in Cargo traffic 2017-18 (AAI)

Airport Freight (in ‘000 MT) 

Delhi (DIAL) 963.03 (28.7%) 

Mumbai (MIAL) 906.30 (26.9%) 

Chennai 417.80 (12.4%) 

Bangalore 348.40 (10.4%) 

Kolkata 163.30 (4.8%) 

Hyderabad 134.10 (3.9%) 
Source: AAI 

There is an urgent need for creating adequate 

freight carrying capacity within Indian air 

network through expansion of existing cargo 

terminals and creation of new cargo terminals. 

4.1.1. Expansion of existing cargo 

terminals’ capacity 

International airports need to expand freight 

carrying capacity at their cargo terminals to 

meet increasing freight demand. Delhi Airport 

has decided to upgrade, develop and construct 

facilities to expand cargo terminal capacity to 

2.2 million tonnes per annum by 2034. Other 

international airports / cargo terminal 

operators (CTOs) should also initiate such plans 

to increase freight carrying capacity and 

improve connectivity.  

Standard Operating Procedures and optimal 

service guidelines with fixed timelines for 

performing on ground functions need to be 

defined for CTOs. There is a need for 
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implementation of a rating system for Cargo 

Terminals in-line with ASQ ratings at passenger 

terminal to motivate operators to improve 

infrastructure and provide superior quality of 

services. There must be procedures for 

ensuring adherence to defined performance 

standards. 

Additionally, to promote the export and import 

of perishable cargo, lab testing and other 

clearing provisions need to be created to avoid 

delay and facilitate prompt clearance. 

4.1.2. Capacity creation at Tier-2 and 3 

cities 

Increased trade activity, especially physical 

goods with the Asia-Pacific region has opened 

new opportunities for air cargo market in India. 

As domestic cargo market matures, the need 

for cargo handling capacity at Tier-2 and Tier-3 

airports is going to rise. Therefore, pro-active 

measures need to be undertaken to identify 

Tier-2 and Tier-3 cities where common user 

domestic cargo terminal (CUDCT) should be 

established. AAI has already established 

CUDCT at Coimbatore, Jaipur and Lucknow 

airports. Such cargo hubs need to be promoted 

in other Tier-2 and Tier-3 airports with 

dedicated terminal space and facilities for 

express airlines as required 

4.1.3. Development of air freight 

stations  

Air Freight Station concept is based on the idea 

of providing airline’s nodes near the 

production centres. Activities traditionally 

performed at airports will be done at Air 

freight stations. This will reduce congestion 

and lead to smooth operations at air cargo 

terminals at international airports of the 

country. 

Figure 20. Existing Supply Chain

 

Source: Auctus Research 

We can see the success of off-terminal freight 

stations in the maritime industry with 

examples such as the off-dock station for Nav 

Sheva, the largest container port in the 

country. Having, AFS located outside the 

airport boundaries can have multiple 

advantages by providing distributed load and 

ease of connectivity / road access. Distribution 

of equipment and manpower over a larger 

location can also help streamline the flows and 

avoid bottlenecks. Also, Indian airports stand 

out in the number of  loose packages handled 

when  compared to cargo hubs in Asia and 

other parts of the world. To meet the 

international standards in cargo packaging, 

AFS will perform palletization activity to 

improve the cargo packages using built in 

pallets or euro pallets.
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Figure 21. Future Supply Chain

 

Source: Auctus Research

The policy regarding AFS has been in the 

reckoning from the past several years, yet 

approvals and problems of security have 

hampered implementation. There is an urgent 

need for a clear cut, well-defined policy to 

initiate the AFS eco-system which will help to 

stimulate EXIM trade 

4.1.4. Development of access/ support 

infrastructure 

While expanding the freight capacity at 

existing terminals and creation of new cargo 

terminals, it is essential to develop a good 

quality support/ access infrastructure. The 

cargo infrastructure should not be limited to 

the cargo terminal building but also related 

facilities for express freight, frozen foods, air 

mail and hazardous goods should be 

adequately created. 

While cargo terminals are being built at various 

airports, the lack of integrated development of 

support facilities remains a stumbling block to 

achieve the complete potential of the 

infrastructure. Some key facility infrastructure 

missing from majority air cargo terminals are: 

landside trucking docks and parking areas; 

airside operational space; specialized storage 

or handling facilities for hazardous, radioactive 

or valuable cargo with appropriate security 

measures; sufficient sold storage capacity for 

perishable cargo. 

An airport with poor access and limited cargo 

commute alternatives will act as a bottleneck 

in the growth of cargo volumes. Given that 

cargo terminals at regional airports will not 

have much freight carrying capacity, 

developing dedicated approach road for such 

airports will be financially prohibitive. In such a 

case, Government need to focus on connecting 

airports via either 1) City roads, where usage is 

not limited to just cargo importers or exporters 

2) Single lane road connecting airport from 

nearest highway. 

4.1.5. Creation of cargo hubs / villages 

Although air traffic has been growing rapidly, 

air freight has remained neglected for some 

time hindering movement of cargo. To boost 

the cargo industry and improve prompt 

delivery of cargo, it is necessary to promote the 

concept of “Cargo villages” at the international 

airports.  

Freight villages are defined as logistics centres, 

where the cargoes from different transport 

modes can be reloaded, compiled and 

prepared for transportation. That place links 

and brings together different transport modes 

(road, rail, air), transport companies 

(forwarders, warehousing), supplementary 

transport service (vehicle services, consultancy 

services) as well as industrial and trading 

companies. The spatial proximity promotes 
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cooperation and division of labour of the 

enterprises on site enabling increased 

efficiency and reduced costs. 

Amsterdam Schiphol is an example of a 

successful airport showcasing the benefits of 

the cargo village approach, which is a 

prominent feature in the airport’s new long-

term master plan. Another airport that has 

benefitted from creating cargo village is the 

Dubai International Airport. 

Linking cargo villages with airports in India can 

boost air cargo traffic promoting EXIM trade 

and creating thousands of job opportunities. 

These can further be linked with Free Trade 

Zones to foster manufacturing of goods for 

international markets as part of the 

governments ‘Make in India’ scheme. 

4.2 SYSTEMS AND PROCESSES 
The Indian air cargo industry is suffering from 

high dwell time during inbound and outbound 

cargo custom clearance procedures. 

Regulatory processes and the regulatory 

environment play a key role in the movement 

of cargo and a simple, transparent and efficient 

eco-system without compromising on 

regulatory requirements is necessary for 

enabling faster movement of cargo by air.  

As per IATA, each cargo shipment on an 

average today carries around 30 types of 

document and well over 100 copies thus 

resulting into significant documentation 

overheads, increased dwell times and supply 

chain opaqueness. Therefore, certain systems/ 

processes such as automation and digital 

platform are essential to capitalize on the 

technological advances to promote a hurdle 

free system for movement of cargo. 

4.2.1 Implementation of single window 
system 

Single window system is a platform where all 

stakeholders can update the shipment details 

and clearance papers at a single point. This 

system will eliminate the duplicate data entry, 

reduce paperwork by giving authorised access 

of data to relevant supply chain stakeholders. 

However, except customs and FSSAI other 

ancillary regulatory authorities (Drug 

controller, WCCB, plant and animal quarantine 

departments etc.) do not have required shills, 

hardware and software capabilities to 

implement the Single window system. 

Therefore, all the stakeholders should meet all 

the requirements of single window system to 

reap its real benefits. Also, the success of the 

Single window system depends on the 

effectiveness of Electronic Data Interchange 

(EDI) system. Therefore, to get away with 

human interface between officials and agents, 

Single window system should be fully 

integrated with EDI system. 

4.2.2 Implementation & upgradation of 
EDI system  

Electronic data interchange was implemented 

in import-export cargo process to move to 

paperless environment. The objective of EDI 

system was to transmit 10 import and 7 export 

messages electronically.
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Figure 22. Import EDI messages flow

 

Source: Auctus Research 

                                                              Figure 23 .Export EDI messages flow

 

Source: Auctus Research

In spite the introduction of this system from 

past 16 years in air cargo industry, custodian 

still manually sends import-export messages to 

the customs in form of hard copy. Also, there 

is a frequent breakdown of EDI system which 

leads not only to high dwell time but also to 

high transaction cost. For instance, EDI system 

broke down at least 5-6 times a month at IGIA, 

Delhi with minimum delay of 5-6 hours to 

maximum of 75 hours. Therefore, there is an 

urgent need for improving the IT infrastructure 

of the air cargo process to remove the hurdles 

in the custom process. All the stakeholders: 

custodians, customs, airlines and agents etc. 

should communicate through digital 

signatures in EDI system to ensure authenticity 

of message and the sender of the message. All 

the 17 import-export messages should be 

integrated in the EDI system. 

• EDI’s centralised software server must be 

upgraded to improve the IT infrastructure 

with complete back-up system. This will 

reduce the probability of system 

breakdown and failure. Also, EDI’s 

hardware should have integration 

capability to integrate with Air cargo 

community system in near future. This  

capability will connect all the airports of 

the country thus, providing real time data 

of air cargo movement at national level. 

4.2.3 Moving to paperless culture 

Import General Manifest (IGM) data containing 

the information about the shipper, consignee, 

number and kind of packages, description of 

goods, bill of lading number and date, flight 

details etc. and console details are updated 

online and integrated in the EDI system. 

Additionally, if segregation report prepared by 

custodian and sent to customs also gets 

integrated on the EDI system, then, all the 

documents will be available on the online 

While expanding freight carrying capacity in Tier-2 and Tier-3 airports through CUDCT, EDI 
system also needs to be implemented at these airport cargo terminals for smooth operations 
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platform. This will avoid the requirement of 

hard copies of these documents. Airlines 

should not be troubled by the Customs IFO for 

the hard copies while seeking permission for 

offloading import cargo. In addition to this, 

filing of inward entry of incoming flight with 

the customs IFO should also be dispensed as 

the flight details should be made available 

online by AAI. This will save transaction costs 

and reduce the dwell time of the airline carrier. 

Like the online allocation of IGM, Export 

general manifest (EGM) number should also be 

made online. Also, automatic refund should be 

done to importers for excess duty to further 

smoothen and digitalise the cargo process. 

4.2.4 Automated handling & storage 

system for international cargo 

With digitalisation and EDI system, air cargo 

industry will move towards the paperless 

culture of operations. To improve the process 

of air cargo industry, there is dire need for 

complete automation in the handling and 

storage of International air cargo 

infrastructure. Automations such as Automatic 

storage and retrieval system (AS&RS) and 

Elevated Transfer Vehicle (ETV) will ensure 

faster movement of air cargo and avoid 

discrepancy. But, the technology should meet 

the international standards in terms of quality 

and effectiveness. According to AAI, both 

AS&RS and ETV facilities have been provided at 

Chennai and Kolkata airports for handling 

import-export cargo. Now, it’s time to 

implement the same facilities at all the 

international airports of the country to 

smoothen the air cargo process. 

4.3 EASE OF DOING BUSINESS 
Digitization and automation will improve 

operations of air cargo. However, there are 

some major issues at ground level in the 

custom procedures and overall cargo process 

which not only leads to high dwell time but also 

increases the transaction costs.  

As we enter the regime of one tax one India we 

should also have standard procedures at every 

port instead of the varying interpretation of 

Government officials in positions of power at 

the customs stations. 

4.3.1 Central KYC and one-time 

registration pan India 

Authorized dealer code is 14- digit code that is 

received by the importer/exporter from the 

bank against the current account opened for 

import-export transactions. Under the current 

process, the importer/ exporter registers at 

each airport terminal for AD code for custom 

clearance of goods. This makes the custom 

process cumbersome and time consuming. 

With the centralised EDI system, AD code 

registration process should also be centralised 

and integrated in the EDI system. The 

centralised AD code will be acceptable at all 

the airports of the country. This system will 

avoid the requirement of multiple registrations 

by importer/exporter, thus, reducing the dwell 

time and making the business operations 

smoother. 

Additionally, Import-export transhipment 

cargo is the shipment of cargo to intermediate 

airports between the origin and destination 

airport. To ensure that TP cargo reaches safely 

to its destination, bond with bank guarantee is 

executed by the airline carriers engaged for the 

transhipment of cargo. In the current process, 

airline carriers file for separate bonds at each 

station and custom offices maintain separate 

registers for the same. This system amounts to 

huge transaction cost and inconvenience to 

both airline carriers and customs. There should 

be single nationalised running mother bond 

which will save the time and efforts of both the 

stakeholders. Further, transhipment cargo is 

under the custody of Custodian, therefore, the 

need of bank guarantee should be waived off.  

4.3.2 24X7 working of all stakeholders  
To reduce high dwell time of import and export 

cargo and make air cargo at par with 

international standards, AAI initiated 24x7 

customs clearance of import-export cargo at 

13 airports. All the stakeholders were required 

to work 24X7 for clearance and release of 
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import-export cargo. But, reduction in dwell 

time at airports imposed without having the 

correct infrastructure for allied agencies to be 

present has resulted in higher costs and delays 

for the EXIM trade. There are still some 

stakeholders who are not working 24X7 thus, 

creating a hurdle in the smooth operations of 

cargo process. There is acute shortage of 

Custom officers at airports such as Mumbai, 

Bangalore and Chennai.  

To ensure the working of 24x7 custom 

clearance process CBEC need to issue 

necessary notification regarding the same with 

24X7 import-export cargo transportation 

within the city and between airport and 

importer-exporter. There should be no day 

time restrictions of movement of cargo loaded 

vehicle in the city. 

In addition to it, 2nd Saturdays are holidays at 

customs followed by Sunday, thus creating 

export load problem for airline carriers. 

Therefore, for the smooth operations of 

airlines, six days a week policy should be 

initiated to promote export cargo. 

Custodian is responsible for the correct of 

import cargo given out of charge by customs. 

Therefore, role of custom gate officer should 

be dispensed to avoid the overlapping of 

duties. 

4.3.3 Integration of cargo community 

platforms/systems 

Currently, each custodian at airports and ports 

across India is involved in developing and 

operating a community platform to integrate 

their operations. The costs for these individual 

systems are passed on to us in some 

nomenclature or the other increasing logistics 

costs overall. Presently, each port follows their 

own system and has their own regime of 

charges with no standardization. There is a 

need for a common platform where all such 

individual systems can be plugged in and 

integrated so that we may use the same 

platform pan India as a standard. The 

platforms can be on cost recovery basis 

wherein the charges will only cover cost of 

developing the software and once those are 

recovered these charges cease. Any approval 

of charges or costs imposed on the trade for 

software/hardware changes involving Airport/ 

Cargo Terminal Operators should be routed 

through AERA. 

4.3.4 Amendments in short-landing and 

over-carried cargo  

Short landing is a situation where shipment 

arrives in parts which is reflected in the 

segregation report. As discussed earlier, 

custodians manually send the messages to the 

customs. Hence, segregation report is not get 

integrated in the EDI system due to which 

airline carriers manually apply for custom 

amendments, leading to an average delay of 3-

7 days in cargo process. To overcome this 

issue, the amendments need to be done in the 

current custom procedures.   

• Integration of segregation report on EDI 

system will reflect the short-landed 

consignment in the system as an optional 

file named ‘Permit’.  

• Part shipment amendment should be done 

should be done online electronically which 

then gets reflected in the EDI system  

This simple and effective method will tackle 

the problem of short-landing and maintain 

proper records of all the documents in the EDI 

system, thus smoothing the delivery of import 

consignment with reduction in time loss.  

In case of Over carried import cargo (OVCD), a 

situation where cargo is sent to incorrect 

destination, cargo is sent back to the origin 

station. However, at certain airports of the 

country, airlines carriers face a challenge 

related to procedural delays. The procedures 

for OVCD should be like that of over carried 

passenger luggage. OVCD should be sent back 

to the origin destination without any delay 

after X-ray screening if required, to simply the 

cargo process. 
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4.3.5 Standardisation of booking & 

handling domestic cargo  

To standardise the booking, handling and air 

transportation of domestic cargo at all the 

airports of the country, detailed proposal with 

SOP was submitted to Ministry of Civil Aviation 

on 20th December,2016. The Indian domestic 

cargo industry is waiting for the government 

decision on the same.  

4.4 OTHERS 

4.4.1 Introduction of CTSQ to improve 

service quality Cargo 

Besides removing the bottlenecks in the air 

cargo process, there is a need to improve and 

enhance the overall quality of services 

provided by various stakeholders. Cargo 

Terminal Service Quality (CTSQ) needs to be 

initiated to improve the quality of services in 

the air cargo value chain. Under CTSQ all the 

stakeholders will be held accountable for any 

lapses in their service quality. TIACA had 

recently launched a pilot of its new online 

cargo service quality tool, allowing forwarders 

to rate and review the service quality they 

receive at participating hubs. Delhi, Chennai, 

Hyderabad and Kolkata etc. airports with cargo 

terminals took part in the pilot. The tool 

incorporated 4 step processes: benchmarking, 

assessment, improvement and excellence - as 

a way of raising the cargo service standards.  

4.4.2 Exemption of GST on export 
freight 

The GST on export freight was granted 

exemption with effect from 25.1.2018 vide 

notification no.2/2018 CGST with a sunset 

clause up to 30.9.2018. This exemption needs 

to be made permanent as the impact of GST on 

export Air freight will be very severe and could 

lead to many local exporters becoming 

insolvent or critically financially constrained 

due to the sheer absolute value of such tax. 

Currently, export freight worldwide is 

exempted from the purview of GST.   

4.4.3 Withdrawal of cost recovery 

charges  

As per Handling of Cargo in Customs Area 

Regulation 2009, customs have introduced 

cost recovery charges on the custodians, cargo 

terminal operators and bonded truck 

operators. This is putting a financial burden on 

the stakeholders. As per AAI’s UDAAN scheme, 

the cost recovery charges are an inappropriate 

financial charge which needs to be removed. 

4.4.4 Infrastructure for preservation of 

perishable cargo  

According to AAI, all international airports are 

well equipped with cold rooms for perishable 

cargo to maintain its quality and prevent its 

spoilage. However, to maintain the cool chain 

from shipper to importers, all the stakeholders 

need to ensure that storage and transportation 

of perishable cargo under cool atmosphere. 

Maintaining cool temperatures during the 

transportation of perishable cargo should be 

made compulsory for all the stakeholder. 

4.4.5 Need for National Policy for Air 

Cargo 

Air Cargo is becoming an increasingly 

important aspect of Indian external sector. 

Though some improvements have been 

witnessed in the recent past, numerous 

bottlenecks continue to exist in the supply 

chain of air cargo sector. As a result, the 

turnaround time for exports/imports at 

gateway Indian airports is longer compared to 

other major airports in the Asian region. Air 

transportation is the most relevant mode of 

transportation for high value and time 

sensitive cargo accounting to 35% of total 

international trade. Therefore, considering the 

requirements and relevance of air cargo to 

promote international trade, it is essential to 

introduce a separate comprehensive policy on 

air cargo operations or introduce a new 

customs act with necessary amendments in 

the old Customs Act 1962. 

The policy should recognize the criticality of air 

cargo industry in the economic progress and 

trade enhancement of the country. Few salient 



 

48 
 

features/initiatives to reduce the bottlenecks 

in the movement of air cargo that can be 

enabled through the policy include: 

• Incentivize investments in the crucial area 

to avoid capacity constraints to the growth 

through promotion of Air Freight Stations 

or Freight Villages. 

• The policy should aim at developing at 

least four international cargo hubs in India 

with the vision to achieve 10 million tons 

of cargo throughput till 2027. 

• To establish processes to identify key 

benchmarks of service level across the 

entire supply chain which should be 

monitored and standards which should be 

complied with. 

• Policy to promote the vision for a 24x7 

import-export cargo operating model with 

identification of necessary steps to allow 

smooth transportation of cargo within the 

city and between airport and importer-

exporter. 

• To reduce dwell times and increase 
smooth movement of cargo, government 
should set up single window system which 
is fully integrated with the EDI system for 
all custom approvals 

• Policy shall actively promote and facilitate 
aviation cargo education and training 
infrastructure to ensure availability of 

adequate number of skilled/trained 
personnel at all levels for meeting the 
growing needs of the industry 

The air cargo logistics sector in India has not 
been accorded any industry status and 
presently it is being handled by multiple 
Ministries at the centre such as Ministry of Civil 
aviation, Ministry of roads, Ministry of 
Commerce & Industry etc. The lack of industry 
status poses problems for the stakeholder 
from freight forwarders/ integrators to Cargo 
terminal operators/ air express operators who 
find it difficult to raise funds through organized 
banking or financial channels. Therefore, it is 
virtually impossible for them to invest in 
modern equipment and technology to increase 
efficiency and reduce transportation costs. 

Thus, providing industry status to Air Cargo 
logistics sector would assist in the 
development of the sector and bring down the 
current logistics costs. Further, it would 
facilitate easier access to finance through 
availability of organized financing. 
Additionally, investment in air cargo would 
then be able to access various government 
benefits and incentives. 

Therefore, Government should consider the 

long pending demand of air cargo industry to 

grant it industry status along the lines already 

in place for other modes of transport. 
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ASSOCHAM 

THE KNOWLEDGE ARCHITECT OF CORPORATE INDIA 

EVOLUTION OF VALUE CREATOR 
ASSOCHAM initiated its endeavour of value creation for Indian industry in 1920. Having in its fold more 

than 400 Chambers and Trade Associations, and serving more than 4,50,000 members from all over 

India. It has witnessed upswings as well as upheavals of Indian Economy, and contributed significantly 

by playing a catalytic role in shaping up the Trade, Commerce and Industrial environment of the 

country. 

Today, ASSOCHAM has emerged as the fountainhead of Knowledge for Indian industry, which is all set 

to redefine the dynamics of growth and development in the technology driven cyber age of 

‘Knowledge Based Economy’. 

ASSOCHAM is seen as a forceful, proactive, forward looking institution equipping itself to meet the 

aspirations of corporate India in the new world of business. ASSOCHAM is working towards creating a 

conducive environment of India business to compete globally. 

ASSOCHAM derives its strength from its Promoter Chambers and other Industry/Regional 

Chambers/Associations spread all over the country. 

VISION 
Empower Indian enterprise by inculcating knowledge that will be the catalyst of growth in the 

barrierless technology driven global market and help them upscale, align and emerge as formidable 

player in respective business segments. 

MISSION 
As a representative organ of Corporate India, ASSOCHAM articulates the genuine, legitimate needs 

and interests of its members. Its mission is to impact the policy and legislative environment so as to 

foster balanced economic, industrial and social development. We believe education, IT, BT, Health, 

Corporate Social responsibility and environment to be the critical success factors. 

MEMBERS – OUR STRENGTH 
ASSOCHAM represents the interests of more than 4,50,000 direct and indirect members across the 

country. Through its heterogeneous membership, ASSOCHAM combines the entrepreneurial spirit 

and business acumen of owners with management skills and expertise of professionals to set itself 

apart as a Chamber with a difference.  

Currently, ASSOCHAM has more than 100 National Councils covering the entire gamut of economic 

activities in India. It has been especially acknowledged as a significant voice of Indian industry in the 

field of Auto & Auto Ancillaries, Biotechnology, Banking & Finance, Corporate Social Responsibility, 

Civil Aviation, Company Law, Corporate Finance, Competency Building & Skill Development, Corporate 

Governance, Defence, Environment & Safety, Energy & Power, Education, Economic and International 

Affairs, HR & Labour Affairs, Homeland Security, Information Technology, Infrastructure, Luxury, Legal 

Reforms, Mergers & Acquisitions, Real Estate and Rural Development, Sports, Telecom, Tourism to 

mention a few. 
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INSIGHT INTO ‘NEW BUSINESS MODELS’ 
ASSOCHAM has been a significant contributory factor in the emergence of new-age Indian Corporates, 

characterized by a new mindset and global ambition for dominating the international business. The 

Chamber has addressed itself to the key areas like India as Investment Destination, Achieving 

International Competitiveness, Promoting International Trade, Corporate Strategies for Enhancing 

Stakeholders Value, Government Policies in sustaining India’s Development, Infrastructure 

Development for enhancing India’s Competitiveness, Building Indian MNCs, Role of Financial Sector 

the Catalyst for India’s Transformation. 

ASSOCHAM derives its strengths from the following Promoter Chambers: Bombay Chamber of 

Commerce & Industry, Mumbai; Cochin Chambers of Commerce & Industry, Cochin: Indian 

Merchant’s Chamber, Mumbai; The Madras Chamber of Commerce and Industry, Chennai; PHD 

Chamber of Commerce and Industry, New Delhi.  

Together, we can make a significant difference to the burden that our nation carries and bring in a 

bright, new tomorrow for our nation.  

 

D. S. Rawat 

Secretary General 

d.s.rawat@assocham.com 

The Associated Chambers of Commerce and Industry of India 

ASSOCHAM Corporate Office: 

5, Sardar Patel Marg, Chanakyapuri, New Delhi-110 021 

Tel: 011-46550555 (Hunting Line) • Fax: 011-23017008, 23017009  

Email: assocham@nic.in • Website: www.assocham.org 

 

 

  





AUCTUS ADVISORS PRIVATE LIMITED 

Auctus Advisors is an India originated management consulting firm committed to supporting Board 

members, CXOs and senior managers in finding solutions to their most important business problems 

spanning strategy, organization, operations and processes. We support development of strategy & 

execution of solutions for client leadership across their organization and in the process create 

sustainable value for our clients across Aviation, Infrastructure, Transportation, Government, Real 

estate, Retail, FMCG, & IT/ITES sectors. 

With offices in Delhi, Mumbai, Bangalore, Hyderabad, Manila (Philippines) and Chicago (USA), Auctus 

is a well-respected brand in the consulting domain which is benchmarked alongside industry 

leaders. We are the only India originated consulting firm that recruits from IIM A, B, C and top Ills. 

'Auctus' in Latin stands for sustainable growth and we believe that the best way to grow 

sustainably is through partnerships with our clients. 

In Aviation, our experience across all aspects of the value chain has helped us develop deep 

expertise of the Aviation market and PPP models for 10+ countries across the globe. Within 

India, our consultants have worked extensively since India's Airport PPP program was 

conceptualized - from establishing business plans to shaping regulatory frameworks with an aim to 

help airport stakeholders improve processes and ensure timely execution. 

i) Policy: Instrumental in drafting the Hub Policy of India in 2012 under guidance of the

Ministry of Civil Aviation

ii) Airports: Deep resident expertise across all aspects of the Airport ecosystem including

bidding, business plan development, airport development / construction and operational

efficiency for 10+ Airports across Asia, Europe and South America

iii) Deep understanding of airport linked businesses: Strong credentials in providing strategic

support in the areas of Air Cargo, MRO, Aviation Training, Airport Digital, Airport

Commercial incl. Duty-Free, Travel Retail, Advertising as well as Airport linked Property

development

iv) Understanding of Airlines: Worked with both scheduled Civil Aviation as well as Business

/ General aviation airlines on critical areas related to business planning, entry strategy,

business due diligence, network planning and sales & distribution strategy

v) Global understanding of aviation markets: Deep understanding of multiple aviation

markets globally having worked in 10+ countries in Europe, Asia and South America
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