








aircraft at prices that are amongst
the lowest in the world, which should
stand them in good stead as com
petition intensifies. Since its incep
tion, the airline has always focussed
on connecting large-, mid-size- and
small cities. “We are closely moni
toring the current trends across air
traffic, train passengers as well as
the economic situation. Based on all
these factors and various demand es
timates, we are working on new routes
and flights,"” says Dutta.

With the lifting of curbs on inter
national flights, IndiGo is looking at
restarting operations on those routes.
“We will take every opportunity we
can to return to the previows 24 desti
nations we were operating before the
pandemic, and expand our network to
other destinations within the six-to
seven-hour range with our narrow
bodyaireraft,” Dutta adds.

Attributes like slots on all metro
routes, a high aircraft-to-destination
ratio, a steady schedule resulting in
good on-time performance, massive
profits from sale and leaseback, adept
cost optimisation, and a strong eco
system of travel and aviation services

its position in the market. “It is also
very important for a market like ours
to have stable players like IndiGGo, an
Indian operator that is sought out
globally for transacting and leasing
aircraft into India. There is no doubt

that they have successfully managed
a budget airline despite all the odds,
and in doing so have also created a
level playing field for all Indian op
erators,” says Neha Singh, Associate
Partner at law firm Link Legal.

straight quarters, the carrier reported
a profit of $130 crore for October-De
cember zo21. “As the market leader,
IndiGowill need to protect and main
tain market share and profitability
amid new competition,” says a senior
executive at an aviation advisory firm.
“Amongst the present airlines, In
diGGo has enough cash balance —ap
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proximately 17,300 crore in Decem
ber—to cover over 18 months of cash
burn, much higher than less than six
months for peers,” says Karan Khan
na, Aviation Analyst at Ambit Capital.
Thus, the airline could prioritise de
fending market share over profitahil
ityin the near to medium term.

S THE initial euphoria
following the success
ful return of Air India to
the Tata group subsides,
speculation has begun on how the
$103-billion saltto-software con
glomerate would turn around the na
tional flag carrier. Experts say much
will depend on the seamless integra
tion of the group’s existing carriers
with the formerly government-owned
airline. The Tatagroup's management
control of Air India Ltd includes the
F5C Air India, and its low-cost unit
Air India Express. Other than Vistara,
it operates AirAsia India,a W between
Tata Sonsand Malaysia's AirAsia.

To be competitive, the Tatas need
tolook beyond just turning around Air
India. “The Tata group now effective
ly manages four airline brands, each
with a distinet profile, culture and
cost base. The integration will involve
looking at common systems, redun
dant capacityand costs, all done keep
ing in mind competition policy. The
jury is out on whether the group will
integrate all brands or follow a ‘house
of brands® strategy,” says Satyendra
Pandey, Managing Partner at aviation
advisory AT-TV. If the fleets of the
four carriers—Air India, Air India Ex
press, Vistara and AirAsia India—are
consolidated, it comes to 233 Boeing
and Airbus aircraft in varying con
figurations. This is the second-larpest
fleet of civil aircraft in the country.

“Integration of the four airlines
will need tobe awell thought out strat
egy. The full-service airlines and the
LCCs can individually be merged. A

lot of synergies can be tapped by merg
ing Vistara with Air India, and AirAsia
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2021, this grew to 109,000 and 251,000 at a CAGR of
Lgand 12.5 per cent, respectively. Growthin Tier I1and
111 cities has already started to outperform that in Tier
I cities,” he says, adding that 15 per cent aircraft oper

ated by all airlines are regional aircraft, and this count
is expected to increase fivefold in the next two decades.

N A HIGHLY price-sensitive market with cutthroat
competition, airlines have to carefully manoeu
vre the high input costs in terms of aviation tur
bine fuel (ATF), maintenance and leasing, which
can exceed 60 per cent of total operating costs. Point
to note: more than 3o airlines have shut down since In
dialiberalized its aviation sector in 1990.

The biggest concern is the high cost of ATF for do
mestic operations, which can vary from 25 per cent of
total operational costs for a single-engine aircraft to
upto 45 per cent foralarge passengerjet. In FYzoz1-22,
the cost of refuelling for domestic airlines has gone up
by up to go per cent, increasing overall costs of airline
operations. Varying levels of state taxes and the value
added tax (VAT result in ATF being priced steeply.

All carriers that Business Today approached for this
story said that the current volatility in global crude oil
prices may be a good time for the government to bring
jetfuel under GGST. “Rationalisation of taxes will result
in high growth for the sector, effecting a multiplier ef
fect throughout the economy,” says IndiGo’s Dutta
Concurs a Spicelet spokesperson: “It's along-standing
demand that’s eritical for our industry. You can't have
the highest costs and the lowest fares.”

“A flat uniform tax rate on ATF—VAT or GST—giv
en the volatility in global fuel prices, will certainly pro
vide immediate relief for carriers on cash outflows. Bu

INDIA CAN

PROVIDED THEY
ARE ALLOWED
TO GROW, SAYS
GOPINATH

pee depreciation and increase in crude prices can hurt
the Indiancarriers justastheyarebuilding back capac

ity and international air spaces are opening up,” warns
5. Vasudevan, Partner and GGlobal Airports Lead, Aero

space & Defence, KPMG. Further, the 15-day cap by the
government on pricing limits airlines’ ability to offer
dynamic fares. “If the government is regulating air

fares—thereby restricting revenues—should it then
also not cap input costs of the airline?” asks an airline
CEOQ. “Pricing should be and must be driven by a free

market economy and consumer demand, and not su

perficially through external regulations.”

“Due to impending competition from new players
and more capacity coming into the domestic market,
there may be small bouts of low fares, which may be
used by airlines to create demand,” says K.G. Vish
wanath, Founder & Partner, Trinity Aviation Consul
tants. Industry insiders feel that established players
like IndiGio, SpiceJet and Go First may yet resort toag
gressive pricing to smoke out new competition.

Domestic air traffic improved sequentially to 7.69
million passengers in February zozz as against é.41
million passengers in January zozz, according to data
from India's aviation regulator—Directorate (zeneral
of Civil Aviation (DGCA). Bookings at the country's
leading online travel aggregators have already revived
significantly. “COwverall travel sentiment is rising on a
week-on-week basis and will hopefully surpass previ
ouslyrecorded numbers in the coming months. Within
the airline segment, we have already touched 100 per
cent recovery in comparison to pre-Covid-1g levels,”
says Vipul Prakash, COC at India's largest online trav
el agency, MakeMyTrip.

Together with passenger traffic, the market for avia
tion jobs is also seen to be reviving steadily since last Oc
tober. “In the past 3-4 months, around 1,200 Frankfinn
students have been placed in various domestic and inter
national airlines. Thisnumberisbound togoupexponen
tially in the coming months,” informs Kulwinder Singh
Kohli, Founder & Non-Executive Chairman, Frankfinn
Institute of Air Hostess Training. On March 24, Minister
of State for Civil Aviation, General VK. Singh, told the
Lok Sabha in a written reply: “It is estimated that India
has a requirement of around 1,000 fresh commereial pi
lots per annum over the next 5-6 years."”

Gopinath, meanwhile, believes that India can eas
ily sustain 30-40 airlines. “Those carriers needn't be
large-sized but must be given ample opportunity for
growth,” he says. That would surely bring in many
maore flyers into Indian planes. It would also intensify
the dogfight for market share in the Indian skies. BT
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