
 
 
 
 
 
 
 

Report of Working Group on 
Civil Aviation Sector  

National Transport Development Policy Committee 
 

 

 

 

Ministry of Civil Aviation, Government of India 

June 2012 



 2 Table of Contents 

  
1 Table of Contents 
1 Table of Contents .................................................................................................................................. 2 

List of Graphs ................................................................................................................................................ 5 

List of Tables ................................................................................................................................................. 6 

2 Introduction .......................................................................................................................................... 9 

2.1 Background ................................................................................................................................... 9 

3 Role of Air Transport in the Economy ................................................................................................. 11 

3.1 Role of Air Transport ................................................................................................................... 11 

3.2 Snapshot of the Indian Civil Aviation Sector ............................................................................... 13 

4 Indian Aviation Market ....................................................................................................................... 15 

4.1 Performance of Scheduled Passenger Traffic in India ................................................................ 15 

4.2 Available Seat Kilometer & Revenue Passenger Kilometer  ....................................................... 16 

4.3 Review of performance of International passenger Traffic ........................................................ 18 

4.4 General Aviation ......................................................................................................................... 22 

4.5 Drivers of Non-Scheduled Passenger Traffic/ General Aviation ................................................. 24 

4.6 Performance of Air Cargo traffic in India .................................................................................... 24 

4.7 Key Drivers of growth of Indian aviation market ........................................................................ 29 

5 Air Traffic Forecast for Indian Aviation ............................................................................................... 34 

5.1 Significance of Air traffic forecast ............................................................................................... 34 

5.2 Methodology and Assumptions of Air Traffic Forecast .............................................................. 35 

5.3 GDP Elasticities by other agencies .............................................................................................. 37 

5.4 Air Traffic Forecast for Indian Aviation ....................................................................................... 38 

5.5 How realistic are the results of forecasts? .................................................................................. 46 

5.6 Results of Traffic forecasts for General Aviation ........................................................................ 48 

6 Review of Airport Sector Performance ............................................................................................... 49 

6.1 Brief Overview ............................................................................................................................. 49 

6.2 Passenger throughput at Indian Airports.................................................................................... 49 

6.3 Cargo throughput at Indian Airports........................................................................................... 51 

6.4 Capacity at Indian Airports .......................................................................................................... 54 

6.5 Passenger throughput at the Metro Airports ............................................................................. 55 

6.6 Terminal Capacity Utilization at Metro Airports ......................................................................... 56 



 

Page 3 of 228  
 

3 Report of Working Group on Civil Aviation Sector   

6.7 Non-Metro Airports .................................................................................................................... 58 

6.8 Greenfield Airports ..................................................................................................................... 58 

6.9 Cargo throughput analysis for Metro Airports ........................................................................... 59 

6.10 Air Traffic Forecast in terms of throughput-An analysis ............................................................. 59 

7 Investment requirements and related issues ..................................................................................... 62 

7.1 Overview ..................................................................................................................................... 62 

7.2 Airport Infrastructure .................................................................................................................. 62 

7.3 Assessment of Airport Capacity requirement by 2031-32 .......................................................... 64 

7.4 Metro, other major and non-metro airports share in passenger throughput ........................... 67 

7.5 Air Navigation Services (ANS) ..................................................................................................... 70 

7.6 Airlines ........................................................................................................................................ 73 

7.7 Trend of Aircraft induction and pattern of aircraft ownership ................................................... 74 

7.8 General Aviation ......................................................................................................................... 76 

7.9 Maintenance, Repair and Overhaul (MRO) ................................................................................ 77 

7.10 Ground Handling ......................................................................................................................... 78 

7.11 Issues Relating to Investment in Airport Infrastructure ............................................................. 79 

7.12 PPP Mode of Airport development-Learning Outcomes ............................................................ 79 

7.13 FDI Policy for Airline Industry...................................................................................................... 81 

8 Key Challenges and Policy Enablers .................................................................................................... 84 

8.1 Key Challenge I-Viability of the Sector ........................................................................................ 84 

8.2 Key Challenge II- Air Connectivity in North-Eastern Region and Other remote areas ............. 113 

8.3 Key Challenge III-Land Requirement for Airport Development ................................................ 127 

8.4 Key Challenge IV- Safety and Security in Civil Aviation ............................................................. 134 

8.5 Key Challenge V- Human Resource Development .................................................................... 150 

9 Other Opportunities .......................................................................................................................... 158 

9.1 Development of Aerospace industry ........................................................................................ 158 

10 Consumer Protection .................................................................................................................... 160 

10.1 Overview ................................................................................................................................... 160 

10.2 Nature of Consumer Grievances ............................................................................................... 160 

10.3 Some of the initiatives towards Consumer protection in Civil Aviation Sector ........................ 163 

11 Civil Aviation Statistical System-Data Deficiencies and Recommendations for Improvement .... 164 

11.1 Overview ................................................................................................................................... 164 



 4 Table of Contents 

11.2 Civil Aviation Statistics .............................................................................................................. 165 

11.3 Sources of Data Collection ........................................................................................................ 168 

11.4 Data Dissemination ................................................................................................................... 173 

11.5 Data Deficiencies and Recommendations for improvement .................................................... 173 

12 Recommendations of the Working Group .................................................................................... 179 

List of Tables in Annex .............................................................................................................................. 189 

Annex- I ..................................................................................................................................................... 191 

Annex-II ..................................................................................................................................................... 194 

Questionnaire for obtaining views / facts on various aspects from State Governments with respect 

to Civil Aviation Sector ......................................................................................................................... 194 

Annex-III .................................................................................................................................................... 196 

Air Traffic Forecast ................................................................................................................................ 196 

Annex IV .................................................................................................................................................... 206 

Comparison of DGCA and AAI datasets ................................................................................................ 206 

Annex V ..................................................................................................................................................... 215 

Definitions used by DGCA and AAI ........................................................................................................ 215 

Annex VI .................................................................................................................................................... 218 

Other Datasets ...................................................................................................................................... 218 

 

 

 

 

 

 

 

 

 

 

 



 

Page 5 of 228  
 

5 Report of Working Group on Civil Aviation Sector   

 

 

List of Graphs 
 

Graph 1: Revenue Passenger Kilometer Performed and Available Seat Kilometer in scheduled domestic 
carriers 

Graph 2: Year-on-Year Growth rates in RPK & ASK (%) 

Graph 3: Domestic Non-{ŎƘŜŘǳƭŜŘ tŀǎǎŜƴƎŜǊ ¢ǊŀŦŦƛŎ /ŀǊǊƛŜŘ ōȅ b{htǎ όΨлллύ 

Graph 4: Trends in GDP& Air Cargo growth rates (%) 

Graph 5: Changing Business model 

Graph 6: 1000 passengers per Million Urban Capita reflecting the potential for growth 

Graph 7: Continent wise share in Global RPK in 2010-11 and 2030-31 

Graph 8: Comparison of Passenger Traffic Forecasts for 2020-21 across agencies 

Graph 9: Comparison of Passenger Traffic Forecasts for 2030-31 across agencies 

Graph 10: Comparison of RPK and Passenger Carried growth rates 

Graph 11: Comparison of growth rates of Cargo Carried and RTK forecast (%) 

Graph 12: Cargo forecast for the 20 year period 2009-10 to 2029-2030 

Graph 13: Comparison of passenger throughput at Indian and Chinese airports 

Graph 14Υ LƴŘƛŀΩǎ tŜǊ /ŀǇƛǘŀ 5ƻƳŜǎǘƛŎ !ƛǊ ¢ǊƛǇǎ 

Graph 15: Passenger throughput at Indian Airports over last 15 years (Millions) 

Graph 16Υ /ŀǊƎƻ ǘƘǊƻǳƎƘǇǳǘ ŦƻǊ ŀƭƭ LƴŘƛŀƴ !ƛǊǇƻǊǘǎ όΨллл aŜǘǊƛŎ ¢ƻƴƴŜǎύ 

Graph 17: Domestic air cargo (MT) handled by metro and non-non metro airports 

Graph 18: Trends in Cargo throughput at Indian Airports   

Graph 19: Existing Metro Airport Capacity 

Graph 20: Passenger throughput at Metro Airports 

Graph 21: Terminal Capacity Utilization in the Indian Airport sector 

Graph 22: Cargo Handled across 6 Metro Airports 

Graph 23: Terminal Capacity Utilization in the Indian Airport sector 



 6  

Graph 24: Trend in passenger throughput traffic share among metro, other major and non-metro 
airports 

Graph 25: Passenger Load Factor and ASKMs for domestic operations of Indian carriers 

Graph 26: Aircraft Utilization Rates (Block - hours per day of aircraft)                                                                                                                                                             

Graph 27: Comparison of Passenger Load factor and Break Even Load factor (%) 

Graph 28: Comparison between Global major airlines & Indian carriers in terms of ASK per employee 

Graph 29: Comparison between Airlines in India & abroad in terms of Revenue per Employee 

Graph 30: Fuel Cost as % of operating cost across Major Airlines 

Graph 31: Comparison of Financial Performance between Indian & key global airlines 

Graph 32: Trend in RPK Performed and ASK for scheduled domestic carriers 

Graph 33: Change in market share of airlines between 2005-06 & 2011-12 

Graph 34: Comparison between National Carrier & Pvt. Airlines in terms of operating performance 

Graph 35: Trends in global aviation accidents 2005-2010 

Graph 36: Manpower requirements estimates for Indian aviation sector 

Graph 37: Total complaints pertaining to Scheduled Airlines for the period January to August 2011 

Graph 38: Nature of complaints received by Scheduled Airlines during January to August 2011 

 

List of Tables 
 

Table 1: Estimated Gross revenue earned by sub-sectors of Indian Civil Aviation sector 

Table 2: Passenger Traffic Carried by Scheduled Carriers 

Table 3: RPK and ASK of Scheduled domestic carriers in India 

Table 4:  Market share of International Passengers Carried by Scheduled Domestic Carriers from India & 
Foreign Carriers (%) 

Table 5: Foreign Tourist Arrivals in India in the period 1997-2010 

Table 6: Outbound & Inbound passengers 

Table 7: Domestic Passenger Traffic Carried by NSOPs (Million) 

Table8: Cargo Traffic Carried by Scheduled Carriers 

Table 9: Proportion of domestic cargo carried as belly cargo & in freighter aircraft (%) 



 

Page 7 of 228  
 

7 Report of Working Group on Civil Aviation Sector   

Table 10: Proportion of cargo carried by Indian & Foreign carriers (%) 

Table 11: Proportion of cargo carried as belly cargo & in dedicated cargo operator (%) 

Table 12: Estimates of Income and Price Elasticities of Passenger Demand by ICAO 

Table 13: Forecasted Passenger Traffic  

Table 14: Forecasted Cargo Traffic Carried  

Table 15: Forecasted Non-Scheduled Domestic Passenger Traffic Carried 

Table 16: Passenger throughput at Indian Airports (Millions) 

Table 17: Cargo throughput at Indian Airports  

Table 18: Annual terminal capacity and demand in 2010-11 at all Major Airports 

Table 19: List of approved Greenfield Airports 

Table 20:  Forecasted Passenger to be handled at Indian airports in the next 20 years 

Table 21: Forecasted Cargo to be handled at Indian airports in the next 20 years 

Table 22: Forecasted passenger traffic apportioned among Greenfield and all other operational airports 

Table 23: Total investment required in airport infrastructure development by 2031 - 32(Rs. Crores) 

Table 24: Bottom ςUp estimates of Cost structure of a regional airport 

Table 25: Forecasted passenger throughput traffic apportioned among metro, other major and non-
metro airports 

Table 26: Investment in ANS infrastructure during 12th five year plan 

Table 27: Investment requirements for induction of aircraft 

Table 28: Aircraft ownership pattern for full service carriers in India-2010 

Table 29: Pattern of aircraft ownership by Low Cost Carriers during 2010-11 

Table 30: Global comparison of ATF prices per kilolitre 

Table 31: Dynamism in Airline market: entry & exit of different Airlines in India 

Table 32: Domestic flights operated per week in North East Region and other remote areas 

Table 33: Number of flights per week operated by Indian Carriers in the North eastern region and other 
remote areas across two schedules 

Table 34: Category I routes: Inter-metro routes connecting metropolitan cities 

Table 35: Region-wise aviation accident statistics: 2010 



 8 List of Tables 

Table 36: Aircraft Movement of Scheduled Carriers 

Table 37: Forecasted Aircraft Movement of Scheduled Carriers 

Table 38: Classification of Accidents (Powered Aircraft) by nature of flight 

Table 39: ICAO Prescribed Forms for Collection of Civil Aviation Statistics 

Table 40: Aviation parameters included in each Form 

Table 41: Traffic Data of Non-Scheduled Operators in India 2009-10 

Table 42: Periodicity of Returns Received from the Carriers 

Table 43: Publications as per periodicity by various authorities 



 

Page 9 of 228  
 

9 Report of Working Group on Civil Aviation Sector   

2 Introduction 

2.1 Background 

2.1.1 A High Level Committee under the Chairmanship of Shri Rakesh Mohan was constituted by 

the Cabinet Secretariat, Government of India vide its order dated 11th Feb. 2010, referred to 

as the National Transport Development Policy Committee (NTDPC). The thrust of the Terms 

of Reference (See Annex I) of the Committee broadly include assessment of transport 

requirement of the economy for the next two decades and to recommend a comprehensive 

and sustainable policy for meeting the transport requirements keeping in view a number of 

relevant factors.  

2.1.2 NTDPC in turn set up Working Groups for various transport and related sectors under the 

Chairmanship of Secretaries of respective Ministries/Departments. Working Group on Civil 

Aviation for NTDPC is chaired by Secretary Ministry of Civil Aviation (MoCA) with the 

Economic Advisor of MoCA as its Member Secretary. The working group on civil aviation was 

required to inter alia determine the role of air transport in meeting the transport 

requirements of the economy over the next two decades, estimate the growth in air traffic 

by 2020 and 2030, assess the investment requirements to achieve the air transport traffic 

growth projected and suggest policy revisions in the context of development of air transport 

and the objective of enhancing access and affordability etc.  

2.1.3 The Working Group constituted six sub groups to look into specific areas in a focused manner 

so as to enable the Working Group on Civil Aviation to take a comprehensive view of the 

issues in the right perspective. Subsequently, when the draft report was submitted to NDTPC, 

it was desired by the Chairman that the forecast of air traffic needed to be made for the 

period upto 2031-32 with plan period wise projections. Also it was further desired that all the 

requirements of capacity and investments needed to meet the growth in requirements in 

capacity to be made upto the period 2031-32 with plan wise projections. Accordingly, the 

forecast exercise was undertaken with these requirements of the NTDPC in mind.  This report 

is a culmination of meetings, presentations and discussions with various stakeholders at 

different fora.  
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2.1.4 Also, areas concerning NTDPC from the Civil Aviation perspective were discussed at length at 

all meetings of Civil Aviation Economic Advisory Council (CAEAC)1 set up by MoCA. The report 

has been prepared after detailed internal discussions with officials at various levels and 

keeping in mind the developments taking place in the aviation industry. A detailed 

questionnaire (See Annex II) had been sent to all the Civil Aviation Departments of State 

Govts. to elicit views on various aspects of Civil Aviation like assessment of growth potential 

in terms of air transport services in their respective states, policies governing the same, 

existence of independent Ministry to handle aviation issues etc.  

2.1.5 The Questionnaire was responded by atleast 15 major states. The issues concerning NTDPC 

with respect to Civil Aviation were also discussed at a Conference of the State Aviation 

Secretaries under the chairmanship of the Secretary, Ministry of Civil Aviation was held on 1st 

June 2011 at Vigyan Bhawan in which almost all states participated. The various viewpoints 

emerged during consultation have been taken into consideration while preparing the report. 

To the extent possible, latest available data has been used in the preparation of the Report. 

2.1.6 The Report has been organized into ten chapters. Chapter 2 gives a brief introduction of the 

formulation and functioning of the Working Group on Civil Aviation. Chapter 3 gives an 

account of the role of air transport and a brief snapshot of the Indian Civil Aviation sector. 

Chapter 4 discusses the performance in the passenger and cargo traffic carried in India both 

scheduled and non-scheduled and lists down the key drivers for the Indian Aviation market. 

Chapter 5 gives an account of the expected passenger and cargo traffic in the next two 

decades. Chapter 6 reviews the performance of the airport sector. Investment requirements 

and related issues are discussed in Chapter 7.  Subsequently in chapter 8 the five key 

challenges affecting the sector have been discussed in detail viz.  viability, air connectivity, 

land requirement, safety and human resources development. Other Opportunities in Civil 

Aviation sector like Aerospace have been discussed in Chapter 9. Chapter 10 gives an account 

of the current nature of grievances and the initiatives that have been undertaken towards 

Consumer Protection. Chapter 11 discusses at length the statistical system for civil aviation at 

DGCA and AAI and the deficiencies in them.  Chapter 12 gives an account of all the major 

recommendations of the Working Group. 

                                                             
1 CAEAC was set by MoCA wide order dated 9th December 2010 to ensure sustainable inclusive growth and 
passenger facilitation. 
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3 Role of Air Transport in the Economy 

3.1 Role of Air Transport 

3.1.1 Lƴ ŀƴ ƛƴŎǊŜŀǎƛƴƎƭȅ ƎƭƻōŀƭƛǎŜŘ ŜŎƻƴƻƳȅΣ ŀƛǊ ǘǊŀƴǎǇƻǊǘ ƛǎ ŀ Ǿƛǘŀƭ ŜƭŜƳŜƴǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 

transport infrastructure. The impact of civil aviation as a sector on the general economic 

activity has been studied systematically and documented for some of the Western developed 

countries.  By itself, the Civil Aviation Sector contributes significantly to the process of 

development by generating employment opportunities directly and indirectly besides 

facilitating enhancement of productivity and efficiency in the movement of goods and 

services. Civil Aviation is a key infrastructure sector that facilitates the growth of business, 

trade and tourism, with significant multiplier effects across the economy.  

3.1.2 Doubtlessly, air transport has contributed to the rapid growth iƴ LƴŘƛŀΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǘǊŀŘŜ ƛƴ 

recent decades by offering a reliable and faster mode of transport services to move products 

and personnel across long distances. Therefore, sustaining a viable aviation industry is vital if 

the economy is to reap the full benefits of the future growth in foreign trade and investment. 

Industries that rely most heavily on air transport for their international freight shipments 

include high growth sectors such as pharmaceuticals, office equipment and electronic 

equipment sectors besides those that have high value to weight products.  

3.1.3 Thus, it has been observed that high growth sectors in emerging markets are heavily 

dependent on the services of the aviation industry. Increased air connectivity enables 

manufacturing enterprises to exploit the speed and reliability of air transport to ship 

components across firms that are based in different and distant locations thereby minimizing 

the inventory cost. Countries with higher connectivity in general are stated to be more 

successful at attracting Foreign Direct Investment.  Role of air transport is crucial for the 

development of Tourism industry. Tourism makes a large and growing contribution to the 

Indian economy.  

3.1.4 The Tourism Satellite Account developed for India for the year 2002-03 confirms tourism as 

one of the largest sectors in the economy. Tourism value added accounts for 2.78 percent of 

the GDP in terms the direct contribution; when indirect effects are also accounted for, the 

share of tourism in the GDP is 5.83 percent. 
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3.1.5  In absolute terms, tourism related jobs are estimated to be in the region of about 21 million. 

2 Employment in the Indian tourism industry is dependent on the aviation industry since 90% 

of foreign visitors out of 5.11 Million arrived by air in the year 2009.3 Global evidences 

suggest that in U.S.A. civil aviation activity within the overall economy was responsible for 

generating 12 million jobs, USD 1.3 trillion in total economic activity and 5.6 percent of GDP 

in 2009.4 In UK, the contribution of aviation sector to its GDP is said to be to the tune of £53.3 

billion (3.8%) to its GDP.5 The most important contribution aviation makes to the economy is 

through its catalytic impact on the performance of other industries and as a facilitator of 

their growth.6  

3.1.6 Recent research by Oxford Economics reveals that the direct contribution of aviation sector 

in India to its GDP is 0.5% for the year 2009. If the Catalytic impact of Civil Aviation is 

included, the contribution to GDP is 1.5%. Total number persons employed in Civil Aviation 

sector is estimated to be 1.5 Million and if we include the catalytic impact then it is 10 million 

persons. Globally for every $ 100 of output produced and every 100 jobs generated by air 

transport in the economy trigger additional demand of approximately $325 worth of output 

and 610 jobs in other industries.7 During the year 2010-11, air transport carried 54 Million 

domestic passengers and 37 Million International passengers besides transporting 1.7 Million 

Metric tonnes of domestic and international cargo. Air transport is crucial for the distribution 

of high value to weight products and also for goods that are to be transported speedily.  

3.1.7 Civil Aviation sector makes a substantial contribution to public finances. These include, the 

Service tax paid by air passengers, corporation tax paid by airline companies, airport 

operators and other ground support service enterprises, MRO firms and income tax paid by 

their respective employees, besides the revenue collected through taxes on fuel and 

equipments.  

3.1.8 Thus, the economic foot-print of the Civil Aviation sector which reflects the value addition 

and the direct and indirect employment created by activities of the sector appear to be much 

deeper and wider in terms of its multiplier effect. 

                                                             
2 Tourism Satellite Account for India, Ministry of Tourism, Govt.of India/NCAER,2006 
3 Indian Tourism Statistics 2009,Govt. of India, Ministry of Tourism 
4 Ȱ4ÈÅ %ÃÏÎÏÍÉÃ )ÍÐÁÃÔ ÏÆ #ÉÖÉÌ !ÖÉÁÔÉÏÎ ÏÎ ÔÈÅ 53 %ÃÏÎÏÍÙȱ &!!ȟ !ÉÒ 4ÒÁÎÓÐÏÒÔ /ÒÇÁÎÉÓÁÔÉÏÎȟ$ÅÃÅÍÂÅÒȟςππω 
5 Economic Benefits from Air Transport in the UK, Oxford Economics,2011 
6 The contribution of the Aviation industry to the UK economy, Oxford Economic Forecasting,1999 
7 Economic Contribution of Civil Aviation -Ripples of Prosperity, ICAO 
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3.2 Snapshot of the Indian Civil Aviation Sector 

3.2.1 The size of a particular industry in a given year is assessed by the total income generated by 

enterprises in that industry and the employment generated by the said industry. These are 

generally reckoned to be the key parameters to evaluate the relative importance of a sector 

in an economy. It is with this objective, an attempt has been made to estimate the size of the 

civil aviation sector in India based on available information as given in Table 1. From the table 

it is evident that scheduled airlines in India contribute to over 50% of the gross income of the 

Civil Aviation sector in India.  

3.2.2 While income of the scheduled carriers operating in India does include income from their 

global operations, income of the international airlines having operations in India is not part of 

the income shown under scheduled air lines, which according to industry sources would be in 

the region of about Rs.20,000 crores for 2010-11.  If this is taken into account then the size of 

airline industry alone would exceed Rs.60,000 crores.   

Table 1: Estimated Gross revenue earned by sub-sectors of Indian Civil Aviation sector 

Sub-Sectors Gross ncome                                      
(Rs. Crores) 

8Airlines 

Scheduled 43,352 

Non-Scheduled 1,528 

Total 44,880 

Airports 

AAI 5,734 

Private 3,805 

Total 9,539 

Maintenance Repair and Overhaul (MRO) 4,000 

Air cargo and Express Industry 19,000 

Ground handling 2,000 

Aviation Academies 325 

Total 79,744 

Source: Respective Annual reports, Industry Sources; Analysis: MoCA 

                                                             
8 *Note: Air India Limited data pertains to 2011-12. Jet Airways, Kingfisher Airlines, Spice Jet, Indigo data was for 
2010-11.. AAI data is of 2011-12 and private airport data pertains to  2010-11.  
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3.2.3 It is evident from the table 1 that contribution of Airline industry to the total sector revenue 

is  over 50%.  Since, the airlines are the largest contributor to the sector in terms of revenue, 

their viability is of paramount importance for the growth of the sector.  
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4 Indian Aviation Market 

4.1 Performance of Scheduled Passenger Traffic in India  

4.1.1 In the last two decades, the fastest growth in overall air traffic in India was witnessed during 

2004-05 to 2010-11 at the rate of 16.5% with domestic traffic clocking a CAGR of 18.5% and 

International traffic at 14%. This growth is much higher than the growth witnessed during the 

period 1995-96 to 2003-04.  Also, it is evident that the domestic traffic grew more than three 

times and the international traffic to and from India more than doubled in the last 7 years. 

4.1.2 Performance of domestic air traffic evaluated for a longer time frame of twenty years (from 

1990-91 to 2010-11) suggests that it grew at an annual average rate of 10.4%. During the 

same period, international passenger traffic grew at 9.4% and total passenger traffic at 9.9%. 

 

Table 2: Passenger Traffic Carried by Scheduled Carriers 

Year Passenger Carried (in millions) 

 Domestic International Total 

1990-91 7.5 6.3 13.8 

1995-96 12.2 9.4 21.6 

2003-04 15.7 14.6 30.3 

2010-11 53.9 37.9 91.8 

                              Compounded Annual Growth Rate (%) 

(1990-91 to 
2010-11) 

10.4 9.4 9.9 

 (1995-96 to 
2003-04) 

3.2 5.7 4.3 

 (2004-05 to 
2010-11) 

18.5 14 16.5 

 (1995-96 to 
2010-11) 

10.4 9.7 10.1 

Source: DGCA, AAI; Analysis: MoCA 
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4.2 Available Seat Kilometer9 & Revenue Passenger Kilometer 10 

4.2.1 Available Seat Kilometer (ASK) refers to available capacity deployed by scheduled carriers on 

all its routes whereas Revenue Passenger Kilometer (RPK) performed refers to number of 

seats for which the carrier has earned revenue, in relation to the distance travelled. ASK is 

normally the supply side parameter used to assess the capacity growth in the market 

whereas RPK is the demand side parameter used to assess the revenue generated by airlines 

from passenger traffic.   

Graph 1: Revenue Passenger Kilometer Performed and Available Seat Kilometer in scheduled 

domestic carriers 

 

Source: DGCA; Analysis: MoCA 

4.2.2 Graph 1 indicates that capacity in the domestic market has been growing steadily. Both ASK 

and RPK moved in tandem over most of the period under study 1993-94 to 2009-10. Capacity 

deployment by carriers being ahead of demand is understandable but the gap between the 

two had been increasing widely since 2005-06 indicating excess capacity in relation to growth 

of demand. 

 

                                                             
9 Available Seat Kilometer (ASK) stands for the sum of the product obtained by multiplying the total number of seats that 
are available in each flight by the flight stage distance. 
10 Revenue Passenger Kilometer is calculated as the sum of the product obtained by multiplying the number of revenue 
passengers carried on each flight stage by the stage distance, which gives the number of kilometers travelled by all 
passengers. 
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4.2.3 The Year on Year (Y-o-Y) growth rate in Graph 2 also reflects the same trend as shown in 

Graph 1 that suggests that both ASK and RPK move in tandem barring some years where they 

have diverged for a while like in 2001-02. The analysis in terms of CAGR has been given in 

Table 3. 

Graph 2: Year-on-Year Growth rates in RPK & ASK (%) 

 

Source: DGCA; Analysis: MoCA 

Table 3: RPK and ASK of Scheduled domestic carriers in India 

Year RPK (Million) ASK (Million) 

1993-94 6779 10,821 

1999-00 11,420 19,089 

2004-05 18,030 27,790 

2009-10 43,959 61,091 

CAGR (%) 

1993-94 to 2009-10 12.4 11.4 

1993-94 to 2004-05 9.3 9.0 

2004-05 to 2009-10 19.5 17.1 

Source: DGCA; Analysis: MoCA 
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4.2.4 Growth rate in capacity as measured by ASK and the traffic as measured by RPK was 

maximum during the period from 2004-05 to 2009-10 a trend which was seen from the 

perspective of passenger growth also. Average annual growth rate of RPK for Scheduled 

Carriers in India is higher than that of ASK for different periods it was calculated (shown in 

Table3). For instance, while the RPK grew at 19.5% during 2004-05 to 2009-10, the ASK grew 

only by 17.1% indicating the increasing levels of Passenger Load Factor in domestic aviation 

market. Passenger Load Factor which stood at 65% in 2004-05 had increased to 72% in 2009-

10. Seat capacity deployment started increasing from 2005-2006 onwards when new private 

airlines entered the domestic passenger traffic market in India.  

4.2.5 The commercial aviation industry has been supported by the liberalization which allows 

airlines to open more routes, add more frequencies and experiment with new business 

models. Indian aviation market suffered a period of declining traffic during 2008- 2009. 

Although this down turn was largely the result of the global economic meltdown, difficulties 

were compounded by influx of new Capacity.11  It is well known that Capacity deployment is 

not amenable to short term adjustment in the airline industry. From Table 3 it is evident that 

although CAGR of RPK in the three time periods considered has been higher than ASK, it is 

found to be insufficient to catch up with the absolute level of ASK indicating periodic bouts of 

glut of supply in the market given the high degree of sensitivity of passenger traffic to over all 

global and domestic economic activity. 

 

4.3 Review of performance of International passenger Traffic 

4.3.1 Underperformance of International passenger traffic as compared to domestic traffic over 

the last twenty years stands established in earlier part of analysis of this section. In what 

follows, certain other aspects of the International traffic performance are discussed with 

evidence. Contrary to popular belief, share of Indian Carriers in International market has 

actually increased since the liberalization of market after years of stagnation in a protected 

environment. Trend observed with respect to International Passengers carried by scheduled 

carriers to and from India is given in Table 4.  

                                                             
11 Current Market Outlook 2011-2030, Boeing 
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4.3.2 Scheduled Carriers of India have made some gains in total international passenger traffic 

from/ to India during the last 20 years. For instance, International traffic handled by Indian 

Carriers increased from 31.7% in 1990-91 to 34.6% in 2009-10. 

 

Table 4:  Market share of International Passengers Carried by Scheduled Domestic Carriers from India 

& Foreign Carriers (%) 

Year Scheduled Carriers India Foreign Carriers 

1990-91 31.7 68.3 

1994-95 29.3 70.7 

2004-05 28.9 71.1 

2009-10 34.6 65.4 

Source: DGCA; Analysis: MoCA 

4.3.3  However, given the vibrant domestic air traffic market and the Indian economy being one of 

the most attractive investment destinations of the world, Indian Carriers could not make 

substantial inroads into the international market for air traffic. The low level of utilization of 

international traffic rights by Indian Carriers, restrictions on entry of Indian Carriers to 

operate on International routes and certain inherent cost disadvantages are often cited as 

reasons for slow growth in the market share of International Passenger traffic market for 

Indian Carriers.  

4.3.4 Another aspect of International traffic to and from India pertains to trend in foreign tourist 

arrivals in India. Table 5 traces the trends in Foreign Tourist Arrivals (FTAs) in India and some 

other countries since 1995. It is pertinent to note that FTAs in India is almost stagnant during 

the latter half the previous decade signifying the fact that inbound tourism potential that 

exists for India in its cultural diversity and a vast array of attractions have not been tapped at 

all during the last few years. The stagnant inbound tourism is also attributed to protectionist 

market access policy regime.12 

 

 

 

 

                                                             
12 #!0! ÐÅÒÓÐÅÃÔÉÖÅ ÏÎ )ÎÄÉÁȭÓ Bilateral Air Services Strategy, Center for Asia Pacific Aviation, June, 2011 
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Table 5: Trend of Foreign Tourist Arrivals during the period 1995-2010 

Years China Singapore Indonesia India Brazil Vietnam 

1995 20.0 6.1 4.3 2.1 2.0 1.4 

1996 22.8 6.1 5.0 2.3 2.7 1.6 

1997 23.8 5.9 5.2 2.4 2.9 1.7 

1998 25.1 5.1 4.6 2.4 4.8 1.5 

1999 27.1 5.6 4.7 2.5 5.1 1.8 

2000 31.2 6.1 5.1 2.7 5.3 2.1 

2001 33.2 5.9 5.2 2.5 4.8 2.3 

2002 36.8 5.9 5.0 2.4 3.8 2.6 

2003 33.0 4.7 4.5 2.7 4.1 2.4 

2004 41.8 6.6 5.3 3.5 4.8 2.9 

2005 46.8 7.1 5.0 3.9 5.4 3.5 

2006 49.9 7.6 4.9 4.5 5.0 3.6 

2007 54.7 8.0 5.5 5.1 5.0 4.2 

2008 53.1 7.8 6.2 5.4 5.1 4.3 

2009 50.9 7.5 6.3 5.2 4.8 3.8 

2010 Not 

Available 

9.2 Not 

Available 

5.6 5.2 5.1 

Source: World Bank13, Analysis: MoCA 

4.3.5 FTAs in countries like Indonesia, Singapore and China are much higher than FTAs in India. 

Particularly it is to be noted that FTAs in India is about one-tenth of that in China. In order 

ǘƘŀǘ LƴŘƛŀΩǎ C¢!ǎ ƛǎ ƛƴŎǊŜŀǎŜŘΣ ƛǘ ƛǎ ŜǎǎŜƴǘƛŀƭ ǘƘŀǘ ǘƘŜ ŎƻƴŎŜǊƴŜŘ aƛƴƛǎǘǊies and Departments 

like Ministry of Civil Aviation, Ministry of Tourism, Ministry of Culture and State governments 

work in tandem.  

 

                                                             
13 http://search.worldbank.org 
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4.3.6 Therefore, enhancement of international air traffic to and from India could come from both 

the sides. A substantial reform in the market access arena could perhaps change the 

situation. For instance entry of India based low cost carriers between India and Middle East 

and between India and South East Asian countries could boost international traffic as services 

in this region have become more convenient and less expensive at a time when disposable 

incomes of people in India are on the rise.  

4.3.7 Pattern of Inbound and Outbound International Traffic 

4.3.7.1 The share of Inbound & Outbound passengers has approximately been in the same proportion 

viz. 50% each. However, experience in the last seven years show that the Inbound passenger 

traffic is growing at a faster rate  as may be seen in  Table 6. 

Table 6: Outbound & Inbound passengers (Millions)14 

Year Outbound (Embarked) Inbound (Disembarked) 

1995-96 5.4 5.2 

2003-04 8.1 7.6 

2010-11 18.7 18.3 

Compounded Annual Growth Rate (%) 

(1995-96 to 2010-11) 8.60% 8.80% 

(1995-96 to 2003-04) 5.10% 4.90% 

(2003-04 to 2010-11) 12.70% 13.40% 

Source: DGCA 

 

 

 

 

 

 

 

                                                             
14 Table 6 does not include transshipment passengers 
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4.4 General Aviation 
 

4.4.1 General Aviation is an emerging air traffic mode of importance in recent times. Broadly, this 

segment comprises of: 

(a) Non-scheduled operations of Tour Operators on a point to point basis within the country. 

(b)  Non-scheduled operations of Tour Operators on a point to point basis to and from a 

domestic territory of a country to a foreign country and vice versa. 

(c) Other Charter Operations 

(d) Business Jets 

(e) Helicopter Services. 

(f) Non-scheduled operations of scheduled operators15 

(g)  Balloons and others. 

4.4.2 The overall coverage of data is fragmented in nature as the sector itself is in its state of 

infancy. Data availability restricts us to consider only passengers carried in the domestic 

segment by Other Charter Operations, Business Jets, Helicopter Services, Balloons as 

mentioned above, together they will be referred to as Non-Scheduled Operators (NSOPs) in 

this section.  

4.4.3 India has witnessed a significant growth in the number of non-scheduled airline operators 

with total number of operators having crossed 200 in 2011 from 36 operators in 2000.  The 

present ownership pattern indicates a fragmented sector with majority of the players owning 

less than 4 aircrafts. As per DGCA, the General Aviation (GA) fleet in India comprises around 

800 small aircrafts and 300 helicopters. Around 20% of this fleet size is expected to be more 

than 25 years old and may not be operational. Industry sources indicate that revenues of the 

General Aviation industry in India are expected to grow to more than Rs 1,100 crores by end 

of 2016-2017 growing at an impressive annual rate of 15%. The fleet of business jets has 

expanded from around 55 in 2007 to around 120 in 2010.16 

 

 

                                                             
15 Non-scheduled operations of scheduled operators refer to the operations which are performed without a 
published time-table. These are services, which are not on a regular basis 
16 Report of Working Group on Civil Aviation for formulation of 12th Five year plan, MoCA GoI, 2011 
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Graph 3: Domestic Non-ScheduleŘ tŀǎǎŜƴƎŜǊ ¢ǊŀŦŦƛŎ /ŀǊǊƛŜŘ ōȅ b{htǎ όΨлллύ 

 

Source: DGCA; Analysis: MoCA 

Graph 3 shows the non-scheduled passenger traffic carried in the domestic segment. The graph 

clearly reflects the rising traffic in the domestic segment and the consequent potential to tap it 

even more in future. 

  Table 7: Domestic Passenger Traffic Carried by NSOPs (Million) 

Year Domestic Passengers Carried  

1993-94 0.5 

2003-04 0.7 

2009-10 1.5 

CAGR (%) 

(1993-94 to 2003-04) 3.3 

(2004-05 to 2009-10) 14.4 

(1993-94 to 2009-10) 7.2 

Source: DGCA; Analysis: MoCA 

4.4.4 Also, Table 7 gives an account of the CAGR witnessed in this segment. It is observed that 

during the period from 1993-94 to 2009-10, number of passengers carried by NSOPs grew by 

14.4% during 2004-05 to 2009-10 which is much higher than the long term average annual 

growth rate of 7.2%.  The passenger traffic clocked 1.5 million in this mode during 2009-10. 
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4.5 Drivers of Non-Scheduled Passenger Traffic/ General Aviation 

¶ A study by Deloitte Center for Financial Services (August 2011), forecasts that the number of 

millionaire households in India will grow from 2.86 lakh to 6.94 lakh between 2011 and 2020, a 

growth rate of 143 per cent. The $5-30 million income group is likely to see the biggest growth 

of 161 per cent, followed by the $1-5 million group at 142 per cent and the over $30 million 

group at 115 per cent.  

¶ According to CAPA, in 2009-10 major share of general aviation traffic originated from Mumbai 

followed by Delhi17 indicating the current skewed growth experienced by India. As this growth 

spreads across instead of being islands of prosperity to Tier 2 and Tier 3 cities, the demand for 

NSOPs will increase significantly. 

¶ The Rotary Wing Society of India has  identified growth areas for domestic helicopter industry to 

include, emergency medical services, airborne law enforcement, energy restoration (repair of 

damaged electricity towers), aerial photography, relief and rescue operations, electronic news 

gathering, agricultural activities like spraying etc and commercial services within and between 

cities.18 

 

4.6  Performance of Air Cargo traffic in India 

LƴŘƛŀΩǎ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ ƛƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƴŘ ŘƻƳŜǎǘƛŎ ǘǊŀŘŜ ƻǾŜǊ Ǉŀǎǘ ŦŜǿ ȅŜŀǊǎ Ƙŀǎ ŀǳƎǳǊŜŘ 

well for the air-cargo industry in India. Air Cargo in India received its initial impetus from the 

1986 permission, wherein air taxi operators were allowed to provide on-demand services 

primarily to boost tourism on major routes. Subsequently, ǘƘŜ Ψ!ƛǊ /ŀǊƎƻ hǇŜƴ {ƪȅ tƻƭƛŎȅΩ ǿŀǎ 

adopted in 1990 initially for 3 years and further extended in 1992 on a permanent basis, where 

any airline whether Domestic or Foreign carriers which met specified operational and safety 

requirements, were allowed to operate scheduled and non-scheduled cargo services to/from 

any airports in India wherever customs facilities are available. In addition, regulatory regime 

over cargo rates for major export commodities was abolished so that carriers are free to set 

their own rates.19 

                                                             
17 Centre for Asia Pacific Aviation, India business & General Aviation Report 2011: The Next Growth Wave in 
Indian Aviation; CAPA Market Research and Analysis Unit. 
18 Ibid. 
19 http://www.icao.int/icao/en/atb/ecp/casestudies/india_en.pdf  
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4.6.1  Growth in Air Cargo volume and GDP are highly correlated 

4.6.1.1 Air Cargo growth rates in general are seen to be highly susceptible to the fluctuations in the 

GDP growth rates of India (See Graph 4) more so in the international Cargo segment. In fact 

the slowdown in cargo seems to be preceding the slowdown of the economic growth in many 

cases. 

Graph 4: Trends in GDP& Air Cargo growth rates (%) 

 

Source: DGCA; Analysis: MoCA 

4.6.1.2 Data on cargo traffic carried by scheduled carriers both international and domestic has been 

tabulated in Table 8. Cargo is the sum of freight and mail. DGCA has been documenting the 

Domestic Cargo data as a sum total of Freight and Mail; however, it has started documenting 

the data on Mail carried by scheduled International Carriers only recently.  
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Table8: Cargo Traffic Carried by Scheduled Carriers 

Year 
 

Cargo Carried (in '000 MT)20 

 International  Domestic21  Total 

1990-91 231 97 328 

1995-96 348 113 461 

2003-04 617 227 844 

2010-11 1244 476 1720 

CAGR (%) 

(1995-96 to 2003-04) 7.4 9.1 7.8 

(2004-05 to 2010-11) 9.1 8.9 9 

(1995-96 to 2010-11) 8.9 10 9.2 

(1990-91 to 2010-11) 8.8 8.3 8.6 

Source: DGCA; Analysis: MoCA 

4.6.2  Highlights of Air Cargo Traffic performance in India  

¶ Last twenty years has witnessed  annual average growth rate of 8.6%  which is about 1% 

lower than the passenger growth discussed earlier 

¶ Long term growth rates for International and domestic cargo are more or less the same  

¶ Recent trends suggest that domestic air cargo is growing at a faster rate than 

International cargo to and from India 

¶ Share of Delhi airport has declined from 30% of total International Air cargo in 2003-04 

to 26% in 2010-11. Similarly, Mumbai has also witnessed a decline of its share from 36% 

to 31% during the same period.  

¶ On the contrary, Chennai (17% to 20%) and Bangalore (7% to 9%) have gained in market 

share of International Air Cargo during the last 7 years. 

                                                             
20 MT refers to Metric Tonnes 
21 Cargo carried is different form Cargo handled which would be double the volume  of Cargo carried 
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4.6.3 Dedicated Domestic freight operations 

4.6.3.1 Dedicated freight operations refer to the cargo carried by aircrafts solely meant for freight 

carriage. Table 9 gives the proportion of domestic cargo carried as belly cargo & in freighter air 

craft. Over the period 1999 to 2009 (for which the data is available) the proportion of belly 

cargo to the total cargo carried has been declining and stood at 82.8% in 2009-10 from a level 

of 88.7% in 2000-01; and that of freighter cargo operations has been increasing.  

4.6.3.2 Emergence of Time-Definite-Delivery in domestic express delivery service is the main driver of 

growth in this segment. The cargo capacity in Passenger aircrafts as part of belly capacity is 

around 13 to 15 MT; baggage space does not exceed 2 to 3 MT whereas small jet freighter 

aircrafts have a capacity of 10 to 30 tons, mid-size freighter aircrafts have a capacity of 30 to 

80 tons and large freighter aircrafts have a capacity of greater than 80 tons22. 

 

Table 9: Proportion of domestic cargo carried as belly cargo & in freighter aircraft (%)23 
 

Year Sch. belly cargo (%) Sch. cargo operator (dedicated) (%) 

2000-01 88.7 11.3 

2004-05 85.8 14.1 

2009-10 82.8 17.1 

Note: Sch. refers to Scheduled 
Source: DGCA; Analysis: MoCA 

4.6.3.3 Over the next 20 years as mentioned earlier, small jet freighter demand is likely to increase 

due to growth in express industry and also just-in time manufacturing will ensure that 

dedicated cargo operations will surge.  

4.6.4  Further analysis of International Freight Carried  

4.6.4.1 The trend observed in the international freight carried segment reflecting the market share of 

domestic and international scheduled carriers to and from India is in Table 10. It is observed 

that the Scheduled carriers from India have consistently lost out to its international 

counterpart with its share having declined from 37% in 1990 to 16% in 2009. 

 

                                                             
22 Airbus Global Market Forecast, 2009-2029 
23 The total of proportion of scheduled belly cargo & cargo operator does not add up to 100, the remaining 
proport ion accounts to the cargo carried by non-scheduled operators.  
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Table 10: Proportion of cargo carried by Indian & Foreign carriers (%) 

Year Domestic Carriers Foreign Carriers 

1990-91 36.9 63.1 

1994-95 26.7 73.4 

2004-05 13.6 86.4 

2009-10 16.1 83.9 

Source: DGCA; Analysis: MoCA 

4.6.4.2 The main reason for this dismal performance is attributed to the fact that after the launch of 

Air Cargo Open Sky policy in 1990, Air India was the only major airline, which used its older 

aircrafts as freighter aircrafts. No other Indian carrier was in a position to provide dedicated 

freighter service and transshipment facility and this vacuum was filled by foreign carriers, 

ǿƘƛŎƘ ǎŀǿ ŀƴ ǳƴǘŀǇǇŜŘ ƳŀǊƪŜǘΩǎ ƎǊƻǿǘƘ ǇƻǘŜƴǘƛŀƭ ŀƴŘ ƘŜƴŎŜΣ ƳŀŘŜ ŀƎƎǊŜǎǎƛǾŜ ŦƻǊŀȅǎ ƛƴǘƻ ƛǘΦ 

These foreign carriers enjoyed advantages of economies of scale and scope mainly because of 

their operations globe over and their linkages with retail firms across the world. Also, these 

carriers because of their inherent advantages are able to offer discounts, which could not be 

matched by others.   

4.6.4.3 Inbound Cargo and Out bound cargo witnessed a CAGR of 9.8% and 7.2% respectively during 

the period 1995-2010. In absolute terms in 2010-11, Inbound Cargo stood at 661 thousand 

metric tonnes whereas Outbound Cargo stood at 842 thousand metric tonnes indicating that 

the outbound cargo or export by air has been greater than the inbound cargo or import by air 

in absolute terms. However, the inbound cargo by air has been growing at a faster rate than 

outbound cargo by air over this period of time.  

Table ммΥ tǊƻǇƻǊǘƛƻƴ ƻŦ LƴŘƛŀΩǎ LƴōƻǳƴŘ ϧ hǳǘōƻǳƴŘ /ŀǊƎƻ ǘǊŀŦŦƛŎ όƛƴ Ψллл aŜǘǊƛŎ ¢ƻƴƴŜǎύ 

Year Outbound 
(Load) 

Inbound (Unload) Total 

1995-96 296 163 458 

2003-04 435 266 701 

2010-11 842 661 1,504 

Compounded Annual Growth Rate (%) 

(1995-96 to 2010-11) 7.2% 9.8% 8.2% 

(1995-96 to 2003-04) 5.0% 6.3% 5.5% 

(2003-04 to 2010-11) 9.9% 13.9% 11.5% 

Source: AAI Annual Review of Traffic 2010-11, Analysis: MoCA 
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4.7 Key Drivers of growth of Indian aviation market  

4.7.1 Rising domestic Gross Domestic Product (GDP) 

Growth rate of the economy has been steadily rising. For instance, in the period 1990-91 to 

2003-лпΣ ǘƘŜ /!Dw ƻŦ LƴŘƛŀΩǎ D5t ǿƻǊƪǎ ƻǳǘ ǘƻ рΦт҈ ǿƘƛŎƘ ǘƘŜƴ ǊƻǎŜ ǘƻ уΦс҈ ŘǳǊƛƴƎ нллп-05 to 

2010-11. The growing economic activity resulted in greater business travel24 by professionals 

and greater leisure travel by individuals. 

4.7.2 Expanding middle-income group  

These income groups drive the consumption pattern in India and are primarily concentrated in 

urban areas. NCAER analysis reveals that the middle income group population in 2010 stood at 

160 million individuals i.e. 13.3% of the total population, which is expected to rise to 547 million 

in 2025 (i.e. 37.2% of the total population)25  

4.7.3 Demographic dividend 

62% of the population is in the working age group of 15-60 years and this proportion is set to 

increase in future indicating a larger employee base, greater business travel and greater 

economic activity.26 

4.7.4 Rising urban population 

aŎƪƛƴǎŜȅ Dƭƻōŀƭ LƴǎǘƛǘǳǘŜΩǎ ǇǊƻƧŜŎǘƛƻƴǎ ǎǘŀǘŜ ǘƘŀǘ LƴŘƛŀΩǎ ǳǊōŀƴ ǇƻǇǳƭŀǘƛƻƴ ǿƛƭƭ ōŜ рфл Ƴƛƭƭƛƻƴ ōȅ 

2030 i.e. about 40 percent of the total population of India. The number of million plus cities will 

increase to 68 by 2030 of which 13 cities will have more than 4 million and six cities will have 

more than 10 million persons.27  

4.7.5 Significant market developments 

Low Cost Carrier (LCC) model which made air travel affordable for common man got established 

firmly in the domestic market since 2004.  This stimulated the pent up demand for air travel. 

LCCs along with the LCC brand of Full Service Carriers (FSCs) constituted 63.3% of the market 

share in 2009. The domestic traffic is rapidly shifting towards the LCC model. Market sources 

suggest that this has crossed 67% during 2011-12. Also, the LCCs are reported to have displayed 

                                                             
24 www.capaindia.com 
25 http://www.deccanherald.com/content/135240/indias -middle-class-population-touch.html 
26 Maheu A., Long Term forecasting for India, Airbus Strategy Department, Airbus, 2011. 
27 http://www.urbanindia.nic.in/what%27snew/Strategic_Plan_draft_new.pdf.pdf  
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strong operational performance immediately after the recovery witnessed in 2010. This leads us 

to believe that Low Cost Operations in a price sensitive market like India appear to be a more 

sustainable business model (See Graph 5). 

Graph 5: Changing Business model28 

 
Source: Spicejet Annual Report 2009-10 

4.7.6 Investments in Airport and related infrastructure 

Opening up of the airport infrastructure to private sector participation fuelled the growth of the 

air traffic in India. Total investment made by private airport operators in the last five years was 

to the tune of Rs 30,000 crores spread across Greenfield development of Hyderabad and 

Bengaluru international airports and modernization of Delhi and Mumbai international 

airports29. Airports Authority of India (AAI) continued its unparalleled role in creating air 

connectivity across the nation, incurring an expenditure30 of around Rs 12,500 crores during the 

11th Plan period. Rapidly expanding air transport network aided by massive investments in the 

airport infrastructure could be cited as one of the key reasons for the surge in air passenger 

traffic in India.  

4.7.7  Growing tourism 

In line with the trend observed in ƎǊƻǿǘƘ ƻŦ LƴŘƛŀΩǎ D5tΣ ǘƘŜ ǘƻǳǊƛǎƳ ǎŜŎǘƻǊ Ƙŀǎ ŘƛǎǇƭŀȅŜŘ ǎǘŜƭƭŀǊ 

performance during the last decade. During the period from 2001 to 2010, the average annual 

growth rate of foreign tourist arrivals in to India and Indian National departures from India grew 

by 9.2% and 11.5% respectively. Domestic tourism was not to be left behind. Domestic Tourist 

                                                             
28 *LCC traffic share includes low fare brand of FSC as well. 
29 Source: Association of  Private Airport Operators (APAO) 
30 Source: AAI 
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Visits within India stood at 740.2 Million for the year 2010.31 In fact the average annual growth 

rate of Domestic Tourist visits within India for the decade ending 2010 is estimated to be 13.5%. 

The number of foreign tourist arrivals in India stood at 5.6 Million in the year 2010 as against 

3.46 Million in 2004 and 2.54 Million in 2001.  Similarly, the number of Indian National 

departures from India stood at 12.1 Million in 2010 as against 6.21 Million in 2004 and 4.56 

Million in 2001.  

4.7.8 Thrust on Remote area Connectivity 

In areas with difficult terrain, air transport offers the fastest mode of connectivity to remote and 

inaccessible regions. Given the thrust of the Government of India to enhance connectivity in 

remote and inaccessible regions of the country and concerted efforts of some State 

governments in this respect, there is a strong likelihood of demand emanating from these areas 

in future. 

4.7.9 Untapped market potential 

The air traffic density can be measured by linking Urban Per capita income with air passengers. 

Taking 1000 passengers per Million Urban Capita32, a recent study has arrived at a comparative 

picture. Air traffic density in India using this measure is very low at 72 as compared to China 

(282), which is 4 times higher; Brazil (231), which is 3 times higher; Malaysia (1225) is 17 times 

higher, U.S.A. (2896) is 40 times higher and Sri Lanka (530), which is 7 times higher as exhibited 

in Graph 6. This indicates the untapped market potential given the projected burgeoning young 

population and rising disposable income levels in future.  

Graph 6: 1000 passengers per Million Urban Capita reflecting the potential for growth33 

 

                                                             
31 http://tourism.gov.in/writereaddata/CMSPage Picture/file/marketresearch/New/2010.pdf  
32 Achieving the Trillion Dollar Dream: Background Paper, India Infrastructure Summit 2011; FICCI 
33 Traffic data pertains to 2010 for India and for other markets it is for 2008-09  
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Source: World Bank, McKinsey 

4.7.10 Global integration of businesses  

Greater economic activity and the consequent greater integration of businesses globally would 

mean greater business travelers across national boundaries. Also, the growing trend of 

outbound Mergers and Acquisitions (M & A) i.e. Indian firms acquiring International firms in 

order to capture markets and resources abroad, where the M & A transaction value for the year 

2010 touched almost $ 50 billion34 and is set to grow further in future implies greater business 

related travel. 

4.7.11 Shift in traffic 

Global air traffic is seen shifting to Asia Pacific region during the last few years. This is on 

account of the slowdown in Europe and North America. Within the Asia Pacific region China and 

India are the two fastest growing economies and they are  becoming the epicenter of supply and 

distribution. Global air traffic Forecasts for 2030 in this context also point to that direction. 

Charts below are self explanatory. Traffic share of Asia- Pacific in the global traffic are likely to 

move up and on the contrary traffic share of North America and Europe are set to decline 

correspondingly (See Graph 7). 

Graph 7: Continent wise share in Global RPK in 2010-11 and 2030-31 

  

Source: Airbus Global Market Forecast 2011-2030; Analysis: MoCA 

                                                             
34 http://economictimes.indiatimes.c om/features/business/2011 -will -be-an-even-bigger-draw-for-mas-
experts/articleshow/7294892.cms  
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4.7.12 International Market Access 

4.7.12.1 Open Sky Agreements between nations forge greater competition in the International air 

travel segment. Increasingly it is recognized that Nation States need to evolve viable 

mechanism by which they all stand to achieve trade gains and efficiency in international 

market access in as far as Air traffic rights are concerned. That is yet to happen. Five Indian 

Carriers out of six have now started international operations. It is therefore expected that such 

reforms in market access arrangements as and when it happens will potentially enhance traffic 

to and from India. Further, deregulation of the international air traffic markets would enable 

the LCCs to capitalize the opportunities of newer markets first and enhance growth of 

international traffic.  

4.7.12.2 LƴŘƛŀΩǎ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ ƛƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƴŘ ŘƻƳŜǎǘƛŎ ǘǊŀŘŜ ƻǾŜǊ Ǉŀǎǘ ŦŜǿ ȅŜŀǊǎ Ƙŀǎ ŀǳƎǳǊŜŘ 

well for the air-cargo industry in India. The entry of leading private air-cargo companies has 

brought in a wave of increasing automation, mechanization and process improvement 

initiatives at major air-cargo terminals in the country. Such investments in air-cargo handling 

at key airports such as Delhi, Mumbai, Bangalore, Hyderabad, etc. are expected to yield higher 

air-cargo throughput and improved service levels. The current share of air-cargo compared to 

other modes of cargo-transportation is fairly low in India. The potential for air-cargo growth in 

India can be gauged from the fact that some of the global airports such as Hong Kong, Dubai 

and Incheon (Seoul) handle more cargo volume than all Indian airports put together. Trans-

shipment at Indian airports is currently negligible. Major bottlenecks are absence of dedicated 

transshipment infrastructure at airports and lack of clarity on the trans-shipment Customs 

procedures. 
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5 Air Traffic Forecast for Indian Aviation35 

5.1 Significance of Air traffic forecast  

5.1.1 Investment decisions of enterprises are generally guided by the industry-wide forecasts. 

Entrepreneurs on the airport infrastructure side need this guidance for planning their 

investment as these are long gestation projects. Air line industry looks up to air traffic 

forecast for preparation of fleet acquisition plan and capacity deployment planning. For 

instance, unplanned and unbridled growth in capacity deployment by airline industry can 

potentially lead to market distortions in the form of excess capacity. Similarly, a number of 

industries engaged in the provision of ancillary aviation services like ground handling 

services, Cargo handlers, MRO service providers, aircraft manufacturers and training 

academies in the aviation sector are all dependent on forecast of air traffic, which is the core 

business around which every other activity revolves.  

5.1.2 Development of Human Resources by establishing education and training activities to cater 

to the needs of the industry is a case in point as it involves a huge time lag in making 

available trained and skilled personnel for the industry. Non availability of skilled personnel in 

the relevant categories would not only impact the efficiency but also raises the employee 

cost to the airline and air port industry. Planners and policy makers are interested in 

forecasting air traffic to review the developments in the sector and to understand the likely 

future growth of the sector for over all transport planning for the country and its implications 

for safety and security as well.  The capital-intensive nature of the Aviation industry 

necessitates that the airline companies are more cost effective in their operations and 

undertake efficient and effective planning.  

5.1.3 This would require appropriate Air Traffic forecast which would give the probable picture of 

the growth scenario to investors both current and potential. Thus, decisions like up-gradation 

of the existing terminals, building of new terminals, development of green field airports, 

installation/replacement of terminal & CNS/ATS equipments, fleet expansion and man power 

planning etc. require a clear and accurate idea about the future business prospects in the 

industry.  

                                                             
35 The Group acknowledges the contribution made by Mr..D.P.Singh of  AAI, Dr.S.Bhide and Dr.Parida of  
NCAER in the forecasting exercise  
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5.1.4 Effective air traffic forecast viz., passengers and cargo help in taking strategic decisions and 

efficient resource allocation. 

5.2  Methodology and Assumptions of Air Traffic Forecast 

5.2.1 The most commonly used technique to forecast demand is regression analysis. It establishes 

relationship between dependent and independent variables over historical data. The 

relationship so identified is assumed to continue into future. Based on projections of 

independent variable like economic growth the forecasts for demand are obtained. In this 

report, econometric models based on univariate (single independent variable) time series 

regression analysis have been used to forecast unconstrained revenue passenger growth, 

cargo traffic and aircraft movement for the period 2011-12 to 2031-32. Log-linear 

econometric model has been used, where the coefficients of the independent variables 

reflect the elasticity of the dependent variable with respect to the independent variable. 

Time series datasets that have been used pertain to financial year data.  

5.2.2 While domestic GDP is the explanatory variable for forecasting domestic passenger growth, 

world GDP is the explanatory variable used to forecast international passenger traffic to and 

from India. To forecast domestic cargo and international freight traffic, domestic GDP has 

been used as an explanatory variable. Selection of variables is decided based on the degree 

of correlation observed between variables.  

5.2.3 The data points used are 1990-91 to 2010-11 pertaining to financial year. The domestic 

passenger traffic/domestic cargo traffic in this section unless otherwise mentioned relates to 

passenger/carried36 by Scheduled Carriers from India and similarly the cargo carried by 

domestic carriers. As far as the airlines are concerned it is the passenger carried which is a 

relevant parameter for them as their load factor is based only on passenger carried. Similar is 

the case with International passenger/carried. Aircraft Movement has also been forecasted 

for both scheduled domestic and international carriers using domestic GDP. This has 

implications for safety assessment that is required to be done.  

                                                             
36 Carriers are concerned with Revenue Passengers Carried, which means the number of passengers carried by the 

airline on which the airline has earned revenue. 
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5.2.4 AAI datasets on air passenger and cargo traffic are available from the year 1995-96 onwards. 

For our analysis DGCA datasets have been taken as they are available for a longer time 

horizon i.e. from the year 1990-91 onwards till 2010-11. Thus, DGCA datasets from the year 

1990-91 have been taken for forecasting purposes as it is also considered to be normal 

period for time-series analysis. Also, DGCA separately records the data on scheduled and 

non-scheduled passenger and cargo traffic whereas AAI records air passenger traffic for both 

the segments jointly.  

5.2.5 Hence, DGCA data has been used to forecast scheduled and non scheduled passenger traffic 

separately. The availability of DGCA data in context of non-scheduled air traffic is for the 

period 1993-94 to 2009-10. Cargo data includes both freight and mail data. With respect to 

forecasting International cargo, DGCA data so used pertains to the period 1990-91 to 20010-

11, however, it includes only International Freight data as the documentation of data with 

respect to International Mail has been started since 2010 January only. This would not 

amount to under coverage of data as International Mail data constitutes only 0.5% to 1% of 

the Total International Cargo.  

5.2.6 With respect to forecasting scheduled Aircraft Movement, AAI data is used for the period of 

1995-96 to 2010-11 as data on scheduled international aircraft departure is not available 

with DGCA. The forecasts have been carried out only for scheduled aircrafts as the data 

exhibited weak relationship between non-scheduled aircraft movement and GDP in both 

domestic and international segment.  

5.2.7 The time series data on domestic real GDP at factor cost used for forecasts is sourced from 

Economic Survey 2011-12, Government of India. For the purpose of forecast, the Indian GDP 

growth rate is assumed to range from 8.5% in the near term to 6% in the long term on an 

average as the expected scenario in the period 2011-12 to 2031-32. Time series data on 

International GDP or world GDP (at constant US$ at 2000 prices) for the period 1990-91 to 

2010-11 to forecast international passenger traffic and aircraft movement has been taken 

from WDI (World Development Indicators, World Bank) website. The International GDP 

growth rate assumed is 3.25% in the near term and 3% in the long term as the likely scenario 

keeping in line with the IMF expected GDP growth rates. 
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5.2.8 The econometric model to compute elasticity for scheduled international passenger traffic 

with respect to world GDP has been run on various data combinations and in all the cases it 

was observed that international passenger traffic is highly sensitive to global GDP to the tune 

of 3.1.This means that a small change in world GDP will bring about a sharp change in 

international passenger traffic i.e. passenger traffic is highly sensitive to any change in world 

GDP. Elasticity of domestic passenger to domestic GDP is 1.5. This is much lower than the 

income elasticity seen in the case of International passenger traffic signifying that there could 

be other factors at work such as the affordable price levels for air travel prevailing in the 

domestic market during the last few years.  

5.3 GDP Elasticities by other agencies 

5.3.1  GDP elasticities arrived at by various studies at different points of time have been compiled 

by ICAO37 and are given in Table 12. GDP elasticity derived for Domestic passenger forecast 

for India is very much within the range observed for various countries.   

Table 12: Estimates of Income and Price Elasticities of Passenger Demand by ICAO 

Study Traffic Variable Income-type variable GDP elasticity 

Mexican airline study Domestic GDP less oil exports 2.4 

Australian international 
travel 

Leisure, Australians Income per capita 2.4 

Leisure, visitors Income per capita 2.5 

Boston/Logan Airport Domestic Regional Income per capita 1.5 

International Regional Income per capita 1.7 

European airports Short-haul leisure Consumption 2.3 

 Long-haul leisure Consumption 2 

Canadian airline study Domestic, non-business Income per capita 1.4 

International Income per capita 1.4 

ICAO global study World scheduled GDP 1.8 

ICAO Asia/Pacific Study International scheduled   

Low-income states GDP 1.3 

Medium-income states GDP 1.7 

High-income states GDP 1.5 

ICAO Latin American 
study 

International scheduled   

South America GDP 1.9 

Central America GDP 1.7 

Source: ICAO; Analysis: MoCA 

                                                             
37 ICAO Document 8991, AT/722/2; Manual on Air Traffic Forecasting; Second Edition-1985, Page 38 
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5.3.2 The forecasting exercise has been carried out using various econometric models, for different 

time-lines and using data from different sources viz. DGCA, AAI. It was observed that the 

model for forecasting Passenger and Cargo carried that fits best is the one for the period 

1990-91 to 2010-11, to reflect relationship between GDP and air traffic. 

5.3.3 Estimates from the time series modelling exercise have been adjusted for autocorrelation. 

The income elasticities so obtained is assumed to hold good for the period for which traffic 

demand has been forecasted. However, the model and the stability of the relationship so 

obtained is subject to impact from other factors like structural changes (change in 

composition of traffic), behavioural shifts in response to external shifts etc. Thus, factors 

other than real economic output like historical airfare have a bearing on air traffic; however, 

they have not been included as systematic aggregated data required for such an analysis is 

unavailable.  

5.4 Air Traffic Forecast for Indian Aviation 

5.4.1 Results of Air Passenger Traffic Forecasts 

5.4.1.1 Domestic air traffic that would be carried by Scheduled Carriers in India in 2020-2021 is set to 

cross 159 Million Passengers as against 54 Million in 2010-11 suggesting a growth of 

approximately three times the present traffic in ten years. In fact Domestic Passengers carried 

grew 3.9 times during the previous decade i.e. 2000-01 to 2010-11. International passengers 

to and from India by 2020-21 will be 92 Million implying a growth of about 2.4 times the traffic 

of 38 Million in 2010-11. 

5.4.1.2  The decade 2000-01 to 2010-11 witnessed a growth of 2.7 times in international segment. 

Forecast for 2031-32 suggests that domestic air passengers to be carried in India will be 448 

Million. For the same year international passengers will be 237 Million (excluding 

transshipment passengers). GDP elasticity of 1.5 in case of domestic passengers and global 

income elasticity of 3.1 in case of international passengers is applied to derive the numbers for 

domestic and international segments of air traffic. Domestic passenger traffic is relatively less 

sensitive to domestic GDP as compared to international passenger traffic to global GDP. Table 

13 gives an over view of the Traffic Forecast results. 
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5.4.1.3  A sensitivity analysis has been undertaken; the results for the same are given in Annex III. The 

forecast numbers that have been used in this report pertain to the Base Case scenario. (For 

details on econometric model see Annex III) 

Table 13: Forecast of Air Passenger Traffic (Carried)38 

Five Year Plan Domestic 
(Millions) 

International 
(Millions)* 

Total 
(Millions) 

12th Plan (2016-17) 102.4 69.4 171.8 

13th Plan (2021-22) 177.8 104.9 282.7 

14th Plan (2026-27) 291.3 160.8 452.1 

15th Plan (2031-32) 447.7 248.8 696.4 

CAGR (%) 

12th Plan (2016-17) 11.7 10.1 11.1 

13th Plan (2021-22) 11.7 8.6 10.5 

14th Plan (2026-27) 10.4 8.9 9.8 

15th Plan (2031-32) 9 9.1 9 

2010-11 to 2020-21 11.4 9.5 10.7 

2010-11 to 2031-32 10.6 9.3 10.1 

Note: Resultant CAGR refers to Compounded Annual growth rates for the period from 2010-11 to 
the terminal years for which forecast is made 

*International passengers include transshipment passengers as well. 
Source: DGCA, MoCA Estimates 

5.4.2 Comparison of results with forecast made by other agencies 

5.4.2.1 Overall air traffic is set to grow at an annual average growth rate of 10.1% in the next two 

decades. Over the period from 2010-11 to 2020-21 the rate of growth will be 10.7%. Domestic 

traffic growth will be higher at 11.4% than International traffic to and from India at 9.5% for 

the next 20 years. This pattern is consistent with the long term trends noticed in India for the 

last 20 years i.e.1990-91 to 2010-11. Air Bus39 Forecast made for India arrived at a growth rate 

of 9.8% for twenty years from 2009-2029 in respect of domestic revenue passengers which is 

also closer to the annual average growth rate for the period covering 2010-2030 in this 

exercise. CAPA40 has forecast that 180 Million domestic and 90 Million International 

passengers will be there for India by 2020 (See Graph 8) which is again very close to the results 

shown in  Table 13.  

 

 

                                                             
38 In respect of Scheduled Carriers 
39 Air bus presentation made to the Sub-Group 
40 CAPA India Aviation Outlook 2011, Center for Asia Pacific Aviation 
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Graph 8: Comparison of Passenger Traffic Forecasts for 2020-21 across agencies41 

 
Source: CAPA, Airbus, AAI, MoCA Estimates 

bƻǘŜΥ aƻ/!Ωǎ ¢ƻǘŀƭ ǘƘǊƻǳƎƘǇǳǘ ŀƭǎƻ ƛƴŎƭǳŘŜǎ р҈ ¢ǊŀƴǎǎƘƛǇƳŜƴǘ ǇŀǎǎŜƴƎŜǊǎ 

5.4.2.2 Forecasts obtained from our econometric modeling exercise are in line with the forecasts 

obtained by independent agencies like CAPA where the estimates correspond to the most 

likely scenario as exhibited in Graph 8. According to MoCA estimates, the domestic passenger 

carried would be 159 million, international passenger carried would be 96.5 million and total 

throughput would stand at 415 million by the year 2020-21. 

5.4.2.3 Similarly, forecasts of independent agencies have been compared with those of MoCA 

estimates in Graph 9 for the year 2031-32. It states that the domestic passenger traffic will 

push the overall passenger traffic in comparison to the international passenger traffic to and 

from India. 

 

 

 

 

                                                             
41 AAI estimates pertain to 2019-20. AAI forecasts have been carried out using data for a shorter period 1995-
96 to 2010-11 
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Graph 9: Comparison of Passenger Traffic Forecasts for 2031-32 across agencies42 

 
Source:  Airbus, AAI, MoCA Estimates 

Note: MoCA estimates include transshipment passengers as well. 

5.4.3  Estimates using Revenue Passenger Kilometer (RPK)  

5.4.3.1 A comparison can be made between Passenger Carried and Revenue Passenger Kilometer 

(RPK) in terms of their respective growth rates (as shown in Graph 10) reflecting the pattern of 

growth in air passenger traffic.  

                            Graph 10: Comparison of RPK and Domestic Air Passenger (Carried) growth rates43 

 

                                                       Source: MoCA Estimates 

                                                             
42 AAI estimates pertain to 2029-30 
43 AAGR refers to Average Annual Growth rate 
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5.4.3.2 Average annual growth rate of domestic passenger carried historically in the last 20 years has 

been 10.4% and is expected to grow at 10.6% in the next 20 years according to MoCA 

estimates. On the other hand, domestic RPK grew at an annual average growth rate of 12.5% 

in the last 20 years and is expected to grow at 13.7% in the next 20 years. 

5.4.3.3  It is evident that domestic RPK has grown in the past and is expected to grow at a faster rate 

in future in comparison to domestic passenger carried indicating that passenger traffic growth 

alone will not reflect the actual utilization of air transport during a phase when market is 

growing. Newer areas of growth in context of air traffic have emerged in the last 20 years and 

in the next 20 years newer regions are expected to emerge.  

5.4.3.4 With newer destination pairs being added aggressively by airlines especially in Tier II and Tier 

III markets, faster growth in domestic passenger carried due to affordability of air transport, 

rising personal disposable income and growing urban young middle income population will 

push up the growth rate in domestic RPK. Over the long haul, air travel will increasingly be the 

preferred mode of transport without the prospect of intermodal substitution.  Such a 

comparison for international passenger traffic could not be carried out due to non-availability 

of RPK for international passengers. 

 

5.4.4 Results of Air Cargo Traffic Forecasts 

5.4.4.1  Using econometric modeling, the domestic and international cargo traffic is forecasted as 

given in Table 14 keeping domestic GDP as an explanatory variable. For the forecast of air 

cargo traffic from 2011-12 to 2031-32, GDP growth rate assumptions are the same as the ones 

used for passenger forecast discussed earlier. Elasticity coefficients obtained from the 

econometric exercise are 1.39 for domestic cargo and 1.37 for international cargo. A sensitivity 

analysis has been undertaken; the results for the same are given in Annex III. The forecast 

numbers that have been used in this report pertain to the Base Case scenario. (For details on 

econometric model see Annex III) 
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Table 14: Forecasted Cargo Traffic Carried44 

Five Year Plan (FYP) Domestic (MMT) International (MMT) Total (MMT) 
12th Plan (2016-17) 0.9 2.6 3.5 

13th Plan (2021-22) 1.6 4.7 6.2 

14th Plan (2026-27) 2.5 7.8 10.3 

15th Plan (2031-32) 3.7 12.2 15.9 

CAGR (%) 

12th Plan (2016-17) 11.8 13.4 12.9 

13th Plan (2021-22) 11.3 12.6 12.3 

14th Plan (2026-27) 9.9 10.9 10.7 

15th Plan (2031-32) 8.4 9.4 9.2 

2010-11 to 2020-21 11.4 12.9 12.5 

2010-11 to 2031-32 10.4 11.7 11.3 

Source: DGCA, MoCA Estimates 
Note: International freight Carried includes transshipment cargo as well 

5.4.4.2 Domestic cargo, international freight and total cargo traffic are set to grow at a CAGR of 

approximately 10-11% till the period 2031-32. Higher domestic cargo traffic is also indicative of 

the general health of the economy. Higher cargo volume indicates greater final consumption, 

better performance of domestic manufacturing and services sector.  By 2031-32, domestic 

cargo traffic might witness over two and half times the traffic of 2020 while the international 

cargo traffic will also witness over two times the traffic of 2020-21. 

5.4.5 Estimates using Revenue Ton Kilometer (RTK)  

5.4.5.1 Cargo Carried (counter part of passenger carried) and Revenue Ton Kilometer in terms of their 

respective growth rates (as shown in Graph 3) reflect the pattern of growth in air cargo traffic. 

Domestic cargo carried grew at an average annual growth rate of 8.3% in the last 20 years and 

is expected to grow at 11% in the next 20 years till 2031-32; whereas domestic RTK grew at 

12% in the last 20 years and is expected to grow at 14% in the next 20 years (See Graph 11). 

 

 

 

 

                                                             
44 In respect of Scheduled carriers 
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Graph 11: Comparison of growth rates of Cargo Carried and RTK forecast (%) 

 

Source:  MoCA Estimates 

5.4.6 Comparison of results with forecast made by other agencies 

5.4.6.1 Comparison between forecasts obtained by MoCA and other independent agencies as 

exhibited in Graph 12 suggests that MoCA estimates on Cargo forecast are in line with other 

such forecasts. It is expected that domestic cargo will grow by 8 times during the period 2009-

10 to 2031-32 from its level of 2009-10 whereas international cargo will grow by 7.6 times.  

Graph 12: Cargo forecast for the 20 year period 2011-12 to 2031-32

 

Source: Airbus Global Market Forecast 2010-2029, AAI, MoCA Estimates 
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5.4.6.2 While the domestic cargo growth projections of MoCA are lower than the forecast of AAI, it is 

almost the same as that of Airbus. When it comes to International air cargo, MoCA estimates 

are closer to AAI but higher than that of the estimates arrived at by Air Bus. Boeing, another 

air craft manufacturer has observed in their latest forecast exercise that during the next 20 

ȅŜŀǊǎΣ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ƘŀƭŦ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŀƛǊ ǘǊŀŦŦƛŎ ƎǊƻǿǘƘ ǿƛƭƭ ōŜ ŘǊƛǾŜƴ ōȅ ǘǊŀǾŜƭ ǘƻΣ ŦǊƻƳΣ ƻǊ 

within the Asia Pacific region. CǳŜƭŜŘ ōȅ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ ǊŜƎƛƻƴΩǎ ƴŀǘƛƻƴŀƭ ŜŎƻƴƻƳƛŜǎ ŀƴŘ 

the increasing accessibility of air transport services, traffic within the region will grow faster 

than traffic to and from the region.45 

 

5.4.7  Drivers of Cargo Traffic 

 

¶ Just-in-time manufacturing coupled with global outsourcing business model pushing 

demand for Air cargo. Faster movement of raw materials, components, parts and spares 

help firms in maintaining lower inventories.   

¶ Growth of passenger fleets would provide ample belly capacity for cargo movement both in 

the domestic and international segment. According to Airbus Global Market Forecast (2010-

2029), in December 2010 the passenger fleet in service stood at 322 (passenger aircraft with 

over 100 seats) which is expected to go up by three times by 2029 and the aircraft order in 

the books which stood at 280 is expected to go up by 23 times by 2029.  

Å Express industry is certain to grow many folds in future as they provide end to end solutions, 

which are fast, reliable, on demand, integrated and door to door and can be tracked and 

controlled throughout the journey. They also handle customs clearance and duty and tax 

payments for the industry.46 Also, according to Airbus Global Market Forecast (2011)47, the 

Indian express industry is expected to demand 110 small jet freighter aircraft (which can 

carry a payload of 10 to 30 tons) by 2029, which is 15.4% of the global small jet freighter 

aircraft demand.  

Å GDP growth of China and India are forecast to grow at an average of 7-9% over the next 5 

years and thus China and  India could be at the epicenter of supply / redistribution  

                                                             
45 Current Market Outlook 2011-2030, Boeing 
46 Express Industry Council of India 
47 Airbus Global Market Forecast 2010-2029; Air Cargo long term forecasting : India Air Cargo Workshop; 
2011 
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Å Sources of optimism arise out of the fact that Free Trade Agreement concluded by India 

with south-east Asian countries like Japan, Malaysia and South Korea and the Likely India-EU 

FTA are expected to give a big boost to improve trade between these regions  

Å Govt. of IƴŘƛŀΩs goal is to double exports from $225 Billion to $450 Billion by 2014 and the 

National Manufacturing Policy 2011 aims to enhance share of manufacturing in GDP to 25% 

by 2020 from current level of 15%  

 

5.5 How realistic are the results of forecasts? 

5.5.1 Reasons for optimism in the domestic segment have already been explained in detail in 

paragraphs elsewhere in this chapter. Similarly, international passenger traffic is forecast to 

grow at 9.3% during 2010-11 to 2020-21 and by 9.1% during 2010-11 to 2031-32. This as 

stated earlier is also consistent with long term historical growth rate of 9.7%. Compare the 

domestic passenger throughput in 2010 in China which stood at 564 million48 (see graph 13). 

Present forecast for India suggests that India will reach this level of China only by 2023-24. 

Graph 13 : Comparison of Passenger throughput at Indian and Chinese airports 

 

Source: CAPA 

                                                             
48 CAPA 



 

Page 47 of 228  
 

47 Report of Working Group on Civil Aviation Sector   

5.5.2 Assuming that India achieves the growth forecast that is being discussed here, still the per 

capita domestic trips for India will be only 0.115 in 2020-21 and 0.266 in 2030-31 from the 

current level of 0.04Per capita domestic air trips (see graph 14) . These ratios are much 

lower, when compared with other nations where ƛƴ ŀǘ ǇǊŜǎŜƴǘ /ƘƛƴŀΩǎ ŘƻƳŜǎǘƛŎ ǇŜǊ ŎŀǇƛǘŀ ŀƛǊ 

ǘǊƛǇ ǎǘŀƴŘǎ ŀǘ лΦмрΣ .ǊŀȊƛƭΩǎ лΦнрΣ ŀƴŘ aŀƭŀȅǎƛŀΩǎ 0.54. The Indian per capita trips have been 

estimated assuming population forecasts of Population Reference Bureau, which expects 

LƴŘƛŀΩǎ ǇƻǇǳƭŀǘƛƻƴ ǘƻ ǘƻǳŎƘ мΦоу ōƛƭƭƛƻƴ ƛƴ нлнл-21 and 1.55 billion in 2030-31. 

Graph 14Υ LƴŘƛŀΩǎ tŜǊ /ŀǇƛǘŀ 5ƻƳŜǎǘƛŎ !ƛǊ ¢Ǌips49 

 

                                                           Source: MoCA Analysis 

5.5.3 Assuming that India achieves the forecasted level of domestic passenger volume by 2030-31, 

in terms of Per capita domestic air trips, it would still be marginally higher ǘƘŀƴ .ǊŀȊƛƭΩǎ but 

ƭƻǿŜǊ ǘƘŀƴ aŀƭŀȅǎƛŀΩǎ existing level. 

 

                                                             
49 E refers to Estimate 

Future  

History  
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5.6  Results of Traffic forecasts for General Aviation 

5.6.1.1 Table 15 gives an account of the most likely scenario for the expected Non-Scheduled 

Passenger Traffic that is expected to be carried in the domestic segment for the period 2011-

12 to 2030-31. For forecasting the Domestic Non-Scheduled Passenger Traffic, the Indian GDP 

has been used as an explanatory variable, where its growth rate assumption ranges from 8.5% 

in the near term to 6.5% in the long term on an average. A sensitivity analysis has been 

undertaken; the results for the same are given in Annex III. The forecast numbers that have 

been used in this report pertain to the Base Case scenario. (For details on econometric model 

see Annex III) 

Table 15: Forecast of Non-Scheduled Domestic Passenger Traffic (Carried) 

Five Year Plan Domestic (Millions) CAGR (%) 

12th Plan (2016-17) 2.5 7.5 

13th Plan (2021-22) 3.5 6.9 

14th Plan (2026-27) 4.6 5.9 

15th Plan (2031-32) 5.8 4.9 

2010-11 to 2020-21 - 7.2 

2010-11 to 2031-32 - 6.6 

Source: DGCA; Analysis: MoCA 

5.6.2 By the year 2020-21, the domestic Non-Scheduled Passenger segment is expected to witness 

3.2 million passengers with a CAGR of 7.2% from the year 2010-11. Today business jets are 

no longer seen as a luxury but as a tool for enhancing productivity. Tourism is another key 

growth driver for general aviation in India. The helicopter market in India is equally 

promising, with growing requirements in tourism, mining, corporate travel, air ambulance, 

homeland security etc. In the next 20 year period i.e. by 2031-32 the domestic Non-

Scheduled passenger segment is expected to witness 4 million passengers at a CAGR of 6.6% 

from the year 2010-11. 
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6 Review of Airport Sector Performance 

6.1 Brief Overview 

6.1.1 The Indian Airport sector has been one of the most dynamic spheres of investment in the last 

7 years among infrastructure sectors. This sector witnessed a shift from being completely 

ƎƻǾŜǊƴƳŜƴǘ ƻǿƴŜŘ ǎŜŎǘƻǊ ǘƻ ŀ ttt ŦǊŀƳŜǿƻǊƪ ŘǳǊƛƴƎ ǘƘƛǎ ǘƛƳŜΦ 5ǳŜ ǘƻ ŀƛǊǇƻǊǘǎΩ ƛƴƘŜǊŜƴǘ 

nature of being highly capital intensive, it increasingly became difficult over the period for 

the government to bring forth the necessary investment for large scale modernization and 

expansion of airport infrastructure. Therefore, private participation was encouraged with the 

implementation of PPP policy framework. 

6.1.2 Airport Authority of India controls 125 airports in the country of which 84 are operational.  In 

addition to these, there are 6 Joint Venture (JV) airports under the PPP framework and these 

are: Mumbai, Delhi, Hyderabad, Benguluru, Nagpur and Cochin airports. Further, there are 8 

airports, which are either completely privately owned or owned by State Governments and 

these are: airports in Jamshedpur, Latur, Lengpui, Mundra, Nanded, Baramati, Puttaparthy 

and Vidyanagar 

6.2 Passenger throughput at Indian Airports 

6.2.1 Passenger throughput at Indian airports during 2010-2011 is placed at 144 million (See Table 

16). Of which 106 Million or 74% were domestic passengers and the rest constituted 

International passengers. The percentage of Domestic passengers to the total passenger 

throughput at Indian Airports has gone up from 68% in 2004-05 to 74% in 2010-11 implying 

faster growth of domestic as compared to international passenger throughput. This trend is 

also reflected in the growth analysis using CAGR. 50. In terms of CAGR, the maximum growth 

has been witnessed in the domestic segment in the last 6 years growing at 18% 

approximately (approx.) followed by the growth in International segment at 12% approx. 

6.2.2  As discussed elsewhere in this report, International Passenger traffic is also a function of a 

number of factors the most important of which is the policy of granting traffic rights under 

the Bilateral agreements on a reciprocal basis. 

 

                                                             
50 AAI was set up in 1995-96, hence, data collection has been undertaken from that year only.  
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Table 16: Passenger throughput at Indian Airports (Millions) 

Year Passenger Handled (in Millions) 

 Domestic International Total 

1995-96 26 11 37 

2004-05 40 19 59 

2010-11 106 38 144 

CAGR (%)51 

(1995-96 to 2004-05) 4.9 6.3 5.3 

(2004-05 to 2010-11) 17.6 12.2 16 

(1995-96 to 2010-11) 9.8 8.6 9.5 

Source: AAI; Analysis: MoCA 

Graph 15: Passenger throughput at Indian Airports over last 15 years (Millions) 

 

Source: AAI; Analysis: MoCA 

6.2.3 As is evident from Graph 15, the points of inflexion are clearly coinciding with the policy 

initiatives undertaken by the Government in regard to airport infrastructure, modernization 

and expansion of existing airports. 

 

                                                             
51 CAGR refers to Compounded Annual Growth Rate 
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6.3 Cargo throughput at Indian Airports 

6.3.1 Cargo throughput at Indian Airports during 2010-11 is placed at 2.34 Million Metric Tonnes. 

LƴŘƛŀΩǎ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ ƛƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƴŘ ŘƻƳŜǎǘƛŎ ǘǊŀŘŜ ƻǾŜǊ Ǉŀǎǘ ŦŜǿ ȅŜŀǊǎ Ƙŀǎ 

augured well for the air-cargo industry in India. Economic activity as measured by its GDP has 

been the prime driver for the air cargo traffic growth in India. Indian government adopted 

άhǇŜƴ {ƪȅέ ǇƻƭƛŎȅ ƛƴ ŜŀǊƭȅ мффлǎΣ ǳƴŘŜǊ ǿƘƛŎƘ LƴŘƛŀƴ ƻǊ ŦƻǊŜƛƎƴ ŎŀǊǊƛŜǊǎ ǿŜǊŜ ŀƭƭƻǿŜŘ ǘƻ 

operate scheduled and non-scheduled cargo services to/from any airport in India.  

6.3.2 The period since the adoption of open skies policy, has seen a strong growth in international 

air cargo traffic, which increased from about 0.68 MT in 1996 to 2.33MT in 2011 52. The 

increase in cargo traffic can be attributed to a sizeable growth in scheduled services operated 

by Indian and foreign airlines. Total freight traffic handled by Indian airports increased at a 

CAGR of ~ 11 % in last five years to reach 2.33 MMTPA53 by 2011. Domestic cargo, buoyed by 

increasing domestic trade, has grown at a faster pace of 11.6 %, as compared to international 

cargo at 10.3 %.  

 

Graph 16Υ /ŀǊƎƻ ǘƘǊƻǳƎƘǇǳǘ ŦƻǊ ŀƭƭ LƴŘƛŀƴ !ƛǊǇƻǊǘǎ όΨллл aŜǘǊƛŎ ¢ƻƴƴŜǎύ 

 

   

 

 

 

 

 

 

 

Source:  Report of Working Group on Civil Aviation for formulation of 12th Five Year Plan (2012-17) 

 

                                                             
52 Source: AAI 
53 MMTPA refers to Million Metric Tonne Per Annum 



 52 Review of Airport Sector Performance 

6 JV 
Internatio

nal 
Airports  

75% 

Other 
Airports  

25% 

Domestic air cargo traffic breakup, 
FY 11, 100% = 0.85 MT 

6 JV 
Internatio

nal  
Airports  

72% 

Other 
Airports  

28% 

Interntaional air cargo traffic breakup, 
FY-11,  

100% = 1.5 MT 

In terms of CAGR as evident from Table 17, in the entire period 1995-96 to 2010-11 the 

domestic cargo throughput at Indian airports grew by approximately 10%, international cargo 

throughput grew at 8.2% and total cargo grew at approximately 9%.  

Table 17: Cargo throughput at Indian Airports 

Year Cargo Handled (in Ψллл Metric Tonnes) 

 Domestic International Total 

1995-96 222 458 680 

2004-05 490 831 1321 

2010-11 888 1504 2391 

CAGR (%)54 

(1995-96 to 2004-05) 9.2 6.8 7.7 

(2004-05 to 2010-11) 10.4 10.4 10.4 

(1995-96 to 2010-11) 9.7 8.2 8.7 

Source: AAI; Analysis: MoCA 

6.3.3 International cargo, which accounts for two-thirds of the total cargo handled, is mainly 

concentrated at metro airports of Mumbai, Delhi, Chennai, Bangalore and Hyderabad.  Delhi 

ŀƴŘ aǳƳōŀƛ ŀƛǊǇƻǊǘǎ ŀƭƻƴŜ ƘŀƴŘƭŜ ŀǊƻǳƴŘ рл ҈ ƻŦ LƴŘƛŀΩǎ ǘƻǘŀƭ ŘƻƳŜǎǘƛŎ ŀƴŘ ƛnternational 

cargo.  

Graph 17: Domestic air cargo (MT) handled by metro and non-non metro airports 

 

    

                                        

                                                       

 

 

 

 

 

Source: AAI, Report of Working Group on Civil Aviation for formulation of 12th Five Year Plan (2012-17) 

                                                             
54 CAGR refers to Compounded Annual Growth Rate 
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However infrastructure woes and regulatory hurdles have limited the latent growth potential 

of the Indian air cargo industry.  

6.3.4 The average weight load factor of air cargo during the last 5 years was around 62%, reflecting 

significant unused capacity.  Air cargo has also not been able to grow at the same pace as 

some of the other transport modes, primarily marine-cargo segment. The five year CAGR of 

air-cargo at ~11 % is lower than the growth rate of LƴŘƛŀΩǎ ƻǾŜǊŀƭƭ ŜȄǇƻǊǘǎ ŀƴŘ ƛƳǇƻǊǘǎ ǿƘƛŎƘ 

grew by around 15% and 18% over the same period.  The air cargo sector has tremendous 

room to make further headway.  

6.3.5 The current share of air-cargo compared to other modes of cargo-transportation is still low in 

India. The air cargo volume of all Indian airports put together is less than that handled by 

individual airports like Hong Kong, Memphis, Shanghai, Incheon, Anchorage and Paris. This 

bears testimony to the significant opportunity that lies ahead, if the cargo sector gets its 

infrastructure, processes and policies in place.   

 

Graph 18: Trends in Cargo throughput at Indian Airports 

 

Source: AAI; Analysis: MoCA 
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6.4 Capacity at Indian Airports 

6.4.1 Major airports have been defined as those airports which have or are designed to have 

annual passenger throughput in excess of one and a half million or any other airport as the 

Central Government, may by notification specify as such55. There are 15 Major Airports in 

India namely Delhi, Mumbai, Chennai, Bengaluru, Kolkata, Hyderabad, Cochin, Ahmadabad, 

Goa, Trivandrum, Guwahati, Jaipur, Calicut, Lucknow and Pune. Some of them located in 

metropolitan cities are referred to as metro airports namely Delhi, Mumbai, Hyderabad, 

Bengaluru, Chennai and Kolkata.  

6.4.2 These 6 airports have the capacity to handle 78.6% of the total Indian passenger traffic 

handling capacity created in Indian airports. Out of these, Delhi, Mumbai, Hyderabad and 

Bengaluru are JV airports whereas Chennai and Kolkata are AAI airports. The capacity of 

these airports as on date has been exhibited in decreasing order in Graph 18. The data for all 

the other Major airports has been given in Table 19 later. 

 

Graph 19: Existing Metro Airport Capacity in terms of Passenger Throughput56 

 

Source: AAI, respective JV airports; Analysis: MoCA 

                                                             
55 Aiport Economic Regulatory Authority of India Act, 2008 
56 Total refers to the total passenger handling capacity of the mentioned 6 airports 
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6.4.3 Graph 19 indicates that out of all the metro airports, Delhi has the highest capacity to handle 

passengers amounting to 60 million passengers per annum, followed by Mumbai, Kolkata, 

Chennai, Hyderabad and Bengaluru in that order. Cumulatively, all these 6 metro airports 

have 78.6% of the total passenger handling capacity in India, the rest being with non-metro 

airports. The total capacity of all these 6 metro airports is 160 million passengers. The 

passenger handling capacity at all the 15 major airports taken together is 180 million 

passengers which is approximately 89% of the total capacity to handle passengers at all 

Indian airports. Total capacity to handle passengers at all Indian airports stood at 210 million 

passengers in 2010-11.    

 

6.5 Passenger throughput at the Metro Airports 

6.5.1 The actual passenger handled at metro airports in 2010-11 can be seen from Graph 19. The 

graph shows that the passengers handled are the highest at Delhi airport followed by 

Mumbai, Chennai, Bengaluru, Kolkata and Hyderabad. This amounts to 70% of the total 

passenger handled at Indian airports. Also, amongst Metro airports, bulk of the passenger 

traffic is on the Delhi-Mumbai route i.e. approximately 41% of the total passenger traffic 

across all Indian airports and 59% of the total Metro airports traffic.  

6.5.2 Graph 19 is also a reflection of the fact that non-Metro Airports in Tier II and Tier III cities 

constituting the remaining 30% of the passenger traffic are an untapped future market 

potential in terms of high passenger traffic growth. The total passenger handled at these 

airports in 2010-11 stood at 100 million passengers (70% of the total traffic handled at all 

Indian airports cumulatively). The traffic handled at all the major airports (15) taken together 

stood at 124 million passengers constituting 86% of the total passenger traffic handled by all 

Indian airports taken together. Total number of passenger throughput at all Indian airports 

taken together was 143 million passengers. 
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Graph 20: Passenger throughput at Metro Airports 

 

Source: AAI, respective JV airports; Analysis: MoCA 

6.6 Terminal Capacity Utilization at Metro Airports 

6.6.1 Terminal capacity utilization at the above mentioned major airports is exhibited in Graph 21, 

which has been calculated by dividing the passenger handled in a year by the capacity of the 

particular airport. Graph 20 shows that at Delhi airport capacity utilization has been 50% 

approximately, indicating that the additional capacity at Terminal 3, whose operations 

commenced in 2010-11 is yet to be fully utilized. The capacity utilization at Chennai and 

Hyderabad airports is above 50% as the passenger traffic is high and additional capacity for 

handling passengers is at various stages of deployment or planning. 

6.6.2  However, capacity utilization at Mumbai and Bengaluru airport is 100% and 101% 

respectively, which means that the existing capacity is under tremendous stress and the 

passenger traffic to be handled is much beyond its capacity.  
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Graph 21: Terminal Capacity Utilization in the Indian Airport sector 

 

Source: AAI, respective JV airports; Analysis: MoCA 

6.6.3 Also, the terminal capacity utilization for all Metro airports stood at 62.5% and for all Indian 

airports at 70.4% reflecting that there is still potential for passenger traffic growth at the 

non-metro airports for effective capacity utilization. The following Table 18 gives a list of all 

major airport terminal capacity, passenger traffic handled and capacity utilization for the year 

2010-11. 

Table 18: Annual terminal capacity and Passenger throughput  in 2010-11 at all Major Airports 

S. 
No. 

Major 
airports 

Annual Capacity 
(million) 

Passenger traffic 
handled (million) 

Capacity 
utilization (%) 

1 Mumbai 29.07 29 100% 

2 Delhi 60 29.94 50% 

3 Chennai 23 12.05 52% 

4 Bangalore 11.5 11.59 101% 

5 Kolkata 24.1 9.63 40% 

6 Hyderabad 12 7.60 63% 

7 Cochin 5 4.34 87% 

8 Ahmedabad 4.02 4.04 101% 

9 Goa 3.23 3.08 95% 

10 Trivandrum 1.79 2.53 141% 

11 Guwahati 1.15 1.93 168% 

12 Jaipur 1.16 1.66 143% 

13 Calicut 1.85 2.06 111% 

14 Lucknow 1.21 1.58 130% 

15 Pune 1.12 2.81 251% 

Source: AAI; Analysis: MoCA 
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6.7 Non-Metro Airports 

6.7.1 AAI undertook up gradation and modernization of 35 non-metro airports in India at an 

estimated expenditure of Rs 4,500 crores. Of these 35 airports, 26 have already been 

developed while remaining is likely to be completed by end of financial year 2011-1257. These 

non-metro airports are important from the point of enhancing regional connectivity and 

development of regional hubs. Some of them are major tourist destinations and business 

hubs as well.  

6.8 Greenfield Airports 

6.8.1 The Govt. of India has accorded in principle approval for 15 Greenfield airports which are at 

various stages of development, while several others are under due consideration. These 

airports are expected to improve connectivity with underserved and unserved regions of 

India and air in propelling development in Tier 2 and tier 3 cities. In order to enhance regional 

air connectivity in the Northeast, AAI has almost completed the construction of a Greenfield 

airport at Pakyong (Sikkim) at an estimated cost of Rs. 309 crores while two other airports 

Cheithu (Nagaland) and Itanagar (Arunachal Pradesh) are at various stages of development. 

The other Greenfield airports are given in Table 19.  

6.8.2 The Greenfield airports are mostly being set up via PPP route wherein a Joint Venture is 
established between private promoters and State Govt. promoted company or State govt. or 
AAI. 

Table 19: List of approved Greenfield Airports 

Airport Airport 

Navi Mumbai, Sindhudurg , Shirdi 
(Maharashtra) 

Mopa  
(Goa) 

Kushinagar  
( Uttar Pradesh) 

Dabra  
(Madhya Pradesh) 

Kannur  
(Kerala) 

Paladi Ram Singhpur, Saras  
(Rajasthan) 

Bijapaur,Simoga, Hassan, Gulbarga  
(Karnataka) 

Karaikal  
(Puducherry) 

Durgapur Aerotropolis  
(West Bengal) 

Ludhiana Aerotropolis  
(Punjab) 

Source: MoCA 
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6.9 Cargo throughput analysis for Metro Airports 

6.9.1 The cargo handled at the 6 metro airports for the year 2010-11 stood at 2.1 Million Metric 

Tonnes. This was 89% of the total cargo handled at all the airports in India taken together. 

Graph 22: Cargo throughput across 6 Metro Airports 

 
Source: AAI; Analysis: MoCA 

 

6.10 Air Traffic Forecast in terms of throughput-An analysis   

6.10.1 For purposes of Investment what is of significance is Passenger throughput handled at the 

airports and not revenue passenger carried by respective airlines, which has been discussed 

earlier in the report. Passenger handled at the airport is roughly twice the revenue passenger 

carried by airlines in case of domestic passengers and in case of international passengers, 5% 

adjustment is made to the international revenue passenger carried figures in respect of 

transshipment passengers.  
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6.10.2 In order to arrive at the capacity requirement and investment requirement at airports, it is 

imperative to arrive at the forecasts of passenger and cargo through put. Table 20 gives an 

account of the passenger that is expected to be handled at Indian airports in the next 20 

years using econometric analysis.      

Table 20:  Forecast of Passenger throughput at Indian airports in the next 20 years 

Five Year Plan Domestic (Millions) International 

(Millions)* 

Total 

(Millions) 

12th Plan (2016-17) 204.8 69.4 274.1 

13th Plan (2021-22) 355.5 104.9 460.4 

14th Plan (2026-27) 582.7 160.8 743.5 

15th Plan (2031-32) 895.3 248.8 1144.1 

CAGR (%) 

12th Plan (2016-17) 11.7 10.1 11.3 

13th Plan (2021-22) 11.7 8.6 10.9 

14th Plan (2026-27) 10.4 8.9 10.1 

15th Plan (2031-32) 9 9.1 9 

2010-11 to 2020-21 11.4 9.5 11 

2010-11 to 2031-32 10.6 9.3 10.3 

Source: MoCA Estimates 
 

Note: Plan data reflects data of the terminal year of that particular five year plan. International 
passenger includes transshipment passenger as well 

 

6.10.3  It is expected that by 2020-21 the total passenger handled will increase 3.3 times at a CAGR 

of 11.4% and by 2031-32 it is expected to increase more than 8.3 times at a CAGR of 10.6% 

from 2010-11 levels. Over the period the highest growth is expected to be witnessed in the 

domestic passenger throughput segment as compared to the international segment largely 

on account of untapped market potential.  

6.10.4 Table 21 gives an account of the cargo that is expected to be handled at the Indian airports. 

From the table we can see that the total cargo handled by 2020-21 will increase by 

approximately 3 times at a CAGR of 12.5%  and by 2030-31 it will increase by approximately 

7.9 times at a CAGR of 11.2% from 2010-11 levels. 
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Table 21: Forecast of Cargo throughput at Indian airports in the next 20 years 
 

Five Year Plan  Domestic (MMT)  International (MMT)* Total (MMT) 
12

th
 Plan (2016-17) 1.8 2.6 4.4 

13
th
 Plan (2021-22) 3.1 4.7 7.8 

14
th
 Plan (2026-27) 5 7.8 12.8 

15
th
 Plan (2031-32) 7.5 12.2 19.7 

CAGR (%) 

12
th
 Plan (2016-17) 11.8 13.4 12.9 

13
th
 Plan (2021-22) 11.3 12.6 12.3 

14
th
 Plan (2026-27) 9.9 10.9 10.7 

15
th
 Plan (2031-32) 8.4 9.4 9.2 

2010-11 to 2020-21 11.4 12.9 12.5 

2010-11 to 2031-32 10.3 11.5 11.2 

Source: MoCA Estimates 
Note: Plan data reflects data of the terminal year of that particular five year plan. International cargo 

includes transshipment cargo as well 
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7 Investment requirements and related issues 

7.1  Overview 

7.1.1 Assessing the Investment requirements for creating capacity to meet the expected growth in 

demand for passenger and cargo traffic in the Indian aviation market is the next step in the 

analysis. Significant and continuous investment is required to be made in the Civil Aviation 

sector to ensure that the growth in air traffic is managed safely and efficiently. It may be 

recalled that the basic rationale of opening up of certain sectors to competition has been to 

cater to the enormous size of investments required for a growing economy and the need to 

bring in cutting edge technology and the associated best practices of the industry.  

7.1.2 This position continues to hold good even today in view of the phenomenal growth in the air 

traffic being witnessed and more so for meeting the future requirements for the next decade 

and thereafter. Going forward, air traffic growth will be strong and sustained which will in 

turn drive the investment requirements for air port infrastructure, including Air Navigation 

Services related  infrastructure, air line industry, general aviation, training academies, MRO, 

Ground handling, building capacity in the regulatory bodies etc.  

7.1.3 By 2020, Indian Aviation market will reach third position in the Global Ranking in terms of 

size of the Industry next only to USA and China. Aviation infrastructure needs to be 

developed to facilitate unconstrained growth of the aviation market. Not only the investment 

requirements have to address the existing capacity constraints in various airports but also 

should address requirements in the context of growth scenario forecast for the next decade 

and thereafter. 

7.2 Airport Infrastructure  

7.2.1 Until recently, development, maintenance and ownership of air port facilities in the country 

was vested with the Airports Authority of India. With the opening up of the airport sector for 

private participation, six airports are under the PPP model and these are Hyderabad, 

Bangalore Delhi, Mumbai, Cochin and Nagpur. Currently, 60% of air traffic is handled by 

airports under PPP mode and the rest by AAI airports.  
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7.2.2 Therefore any discussion on investment requirements for airport infrastructure should take 

in to account the position in respect of both AAI and JV airports from the point of view of 

ownership.  Another important component of the airport relates to air side infrastructure 

which includes runways, taxiways and apron. In all the airports of the country, AAI continues 

to provide Air Navigation Services which includes Communication, Navigation, and 

surveillance and air traffic management services. Signs of capacity shortages have already 

reemerged in four out of five metro airports in the country.   

7.2.3 Cargo growth presently being witnessed will necessitate investment in specialized cargo 

terminal and equipments. Investments in Cargo terminals and other infrastructure required 

for carrying out cargo operations in the airports are considered quite important. Also, there is 

a pressing need to augment Off-Airport cargo processing facilities on the lines of Container 

Freight Stations/ICD so that congestion and delays in cargo terminals at airports can be 

reduced. Air cargo terminals attached to the airports could at the best be a transit point if 

availability of space is an issue. Congestion and delays in air cargo terminals in some of the 

major metro airports have become chronic. InŘƛŀΩǎ ƛƳŀƎŜ ŀǎ ŀ ǊŜƭƛŀōƭŜ ǎǳǇǇƭƛŜǊ ƛƴ 

international markets is crucially dependent upon the performance levels of air cargo 

terminals in the country. Investments need to be made for up gradation/expansion of 

capacity and modernization of processes/systems to cater to the growing requirements. This 

needs immediate and effective intervention. 

7.2.4 It is pertinent to note that by the financial year ending 2012 beginning from 2007, Private 

Airport Operators would have invested about US $ 7 billion including third party investment 

towards infrastructure for providing ancillary aviation services. Budgetary support from 

Government for investment in development of airports in remote areas and regions which 

need special consideration from socio economic and connectivity point of view for AAI will be 

part of the requirements for investment.  

7.2.5 Regional airport development to cater to the emerging air traffic in Tier II and Tier III Towns 

may initially require budgetary support during the initial period of its operations and until 

such time the operations become viable. Even at present, there are only   12-13 airports of 

AAI that are making profit with current level of operations.  
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7.2.6 Thus, growth in the passenger and cargo traffic requires significant investments in terms of 

construction of new airports, expansion and modernization of existing airports, improvement 

in connecting infrastructure (road, metro, sea link, etc.) and better airspace management. 

Estimates received from AAI and the industry indicate that the Indian airports would require 

an investment of about Rs 67,500 crores during the 12th Plan of which around Rs 50,000 

crores is likely to be contributed by the private sector.  

7.3 Assessment of Airport Capacity requirement by 2031-32 

7.3.1 Indian airports witnessed an unprecedented surge in air passenger traffic, during last seven 

years. At present, 60% of passenger traffic is handled at six joint venture airports, which are 

under PPP model. Conversion of forecasted air traffic into capacity requirements is the first 

step. In order to arrive at the incremental capacity addition, a buffer of 20%, 15%, 10%  & 10 

% have been taken into consideration for 12th, 13th, 14th and 15th plan periods respectively to 

accommodate any unexpected surge in traffic.  Further, the incremental traffic has been 

segregated in to Greenfield and Ψother than Greenfield airportΩ to arrive at the investment 

estimates for both categories separately. Growth pattern of capacity in the past and other 

expected market developments guided such estimation. 

7.3.2 During 2010-11, percentage share of passenger traffic handled at two Greenfield airports58 

was 14% of 143 MPPA collectively handled at Indian airports. However, Greenfield airports 

accounts for only 10% of total capacity available at Indian airports. Bengaluru airport had 

alone handled 11.5 MPPA during 2010-11, which has a capacity of 11 MPPA indicating that 

the available capacity has saturated. Development work of phase II has already started, 

which is likely to result in creation of additional 5 MPPA capacity by 2017. 

7.3.3  Hyderabad airport also has plans to expand existing capacity of 12 MPPA to 40 MPPA in a 

phased manner. Based on such significant market developments, it is projected that, 

percentage share of passenger handled at Greenfield airports out of total, would indeed 

increase in future and by 2020 - 21 it is projected to reach up to 20%.  

 

 

                                                             
58 Bengaluru and Hyderabad 
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Table 22: Forecasted passenger traffic apportioned among Greenfield and other than Greenfield 

airports (MPPA) 

Plan Period Greenfield Other than 
Greenfield 

Total 

12th   Plan (12-17) 38 236 274 

13th  Plan (17-22) 92 368 460 

14th  Plan(22-27) 149 594 743 

15th  Plan (27-32) 229 915 1,144 

Source: MoCA Analysis 

7.3.4 From Table 22 it is evident that, out of 1144 MPPA forecasted by 2031-3259, 229 MPPA would 

be handled at Greenfield airports, which translates into 20 % of forecasted passenger traffic.  

7.3.5 Introduction of Greenfield Airport Policy by Govt. of India, helped in attracting a large 

amount of investment from private sector under PPP route. This contributed to almost 70% 

of total investment of Rs.45, 000 crores made in airport development in the country during 

the last 5 years. It has been estimated that cost of creating one MPPA capacity in terms of 

Greenfield airports ranges from Rs. 275 - 300 crores at 2011 prices.  

7.3.6 It is also opined by industry sources that Brownfield airports may entail higher amount of 

investment than Greenfield airports and suggestion from AAI was to consider Rs. 375 crores 

of investment at current market price for creating one MPPA capacity in Brownfield airport. 

One factor for high cost in Brownfield airport could be attributed to the fact that additional 

capacity has to be created at existing location / site without causing disruption to airport 

operations. Midcourse correction of design and development on account of changes in traffic 

forecast also results in higher outlays.  

7.3.7 Delays on account of these reasons invariably result in delay in development work, which 

further escalates the cost of execution. However, it can also be argued that, Greenfield 

airports development involves acquisition of land. And in the current context where land 

acquisition is becoming complex there is an element of uncertainty which has a premium 

attached to it.  

 

                                                             
59 Forecast of traffic throughput at airports is based on the forecast of revenue traffic discussed in earlier 
section.   
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7.3.8 After considering various relevant factors, cost of creating one MPPA capacity has been taken 

as Rs. 365 crores for Brownfield airport at 2011 prices. In order to arrive at the required 

capacity addition, buffer capacity (assumed at different levels as discussed earlier) has been 

taken into consideration for any unexpected surge in traffic.  

Table 23: Total investment required in airport infrastructure development by 2031-32(Rs. Crores) 

Plan Period Incremental passenger handling 
Capacity  (Millions) 

Investment required (Rs. Crores) 

Greenfield Other than 
Greenfield 

Tot
al 

Greenfield Other than 
Greenfield 

Total 

12thPlan 60              
(12-17) 

18 101 119 4,925 37,044 41,969 

13thPlan                
(17-22) 

43 171 214 11,765 62,459 74,223 

14thPlan               
(22-27) 

62 249 311 17,122 90,900 108,021 

15thPlan                  
(27-32) 

88 353 441 24,261 128,801 153,062 

Total 211 875 1,0
86 

58,072 319,203 377,275 

Source: MoCA Analysis 

7.3.9 Total investment of Rs. 3, 77,275 crores has been estimated for airport infrastructure 

development work by 2031-32. This investment would result in creation of additional 

passenger capacity of 1086 MPPA, out of which 211 MPPA will come up in Greenfield airports 

alone. This additional capacity will help in catering to the forecasted passenger traffic of 1144 

MPPA by 2031-32 in a seamless and safe manner. Investment requirements discussed here 

does not include investments by third party for Cargo/ city side and CNS and ATM. There is a 

need for seamless coordination with other state agencies to develop ground support and 

logistics to provide surface connectivity. Appropriate access through road connectivity is 

essential part of airport infrastructure. 

 

                                                             
60 Note: During the 12

th
 Plan 17,500 crores invested is expected to come from AAI. Roughly 16,000 crores would be 

invested in airport development projects such as Navi Mumbai, Kannur International airport, Greenfield Airport 
Ahmadabad, Shirdi etc. Projected investment does not include the cost of land. 
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7.3.10  Delays in building road connectivity to New Bangalore airport for example resulted in 

negative implications for the facility during the initial stages. 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. 

7.4 Metro, other major and non-metro airports share in passenger throughput 

7.4.1 Further analysis is undertaken to understand the pattern of dispersal of air traffic from Metro 

airports to Major Airports/ Non-Metro airports. Share of metro airports in total passenger 

throughput at Indian airports was about 70% during 2010-11. However, a shift in passenger 

traffic albeit a gradual one has been observed from metro to other major61  & non-metro 

airports. (See Graph 23) 

Graph 23: Trend in passenger throughput among metro, other major and non-metro airports62 

 

Note :( A) refers to Actual and (P) refers to Projected 

Source: AAI; Analysis: MoCA 

                                                             
61 airport  exceeding passenger throughput of 1.5 million passengers per annum falls under major airport category. 
62Numbers represent percentage share and ñAò Denotes actual and ñPò denotes Projected 
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7.4.2 The percentage share of traffic handled by Metro airports has declined from 75% in 1995-96 

to 70% in 2010-11. Non-Metro airports have also witnessed decline in traffic by about 1% 

during same period. On the contrary, total passenger traffic handled at Other Major Airports 

has increased by about 6% during the same period. The dispersal of passenger traffic from 

metro to other major is expected to continue.  

7.4.3 Factors determining such dispersal of air traffic include 

(i) Increasing congestion at metro airports  

(ii) improved airport infrastructure at other major airports 

(iii) Penetration of  low cost carriers in to Tier II & Tier III cities  

7.4.4 At present, all of the trunk routes are highly competitive. Therefore, carriers particularly Low 

Cost is looking for new markets beyond metros. In some of the metros, congestion is already 

visible and therefore discussion on development of another airport in the same city has 

already started. Navi Mumbai Green field Airport proposal is a case in point. Limited 

availability of space will be a serious constraint for expansion of existing airports in future 

and land availability for additional Green field airports will also be a question mark in Metros.  

7.4.5 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. This will not only increase intra connectivity within the state 

but will also promote inter-connectivity among the neighboring states.  

7.4.6 The expected growth in tier II and tier III cities will be consistent with the objective of setting 

up Low Cost Airports in these cities.  Low cost airports would in likelihood have all facilities 

required for safe and secure airport operations provided at a fraction of the cost of 

establishing the conventional airports. It would be interesting to know how much a regional 

airport would cost to develop.  
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7.4.7 Recently a Greenfield airport has been developed in Gulbarga, Karnataka at a cost of Rs. 187 

crores which is likely to commence operations from June, 201263.  Table 24 provides cost 

breakup of a regional airport with a runway of 2600x45m, which can handle narrow body 

aircraft such as A320/ B737.   

Table 24: Bottom-up estimates of Cost structure of a Regional Airport 

 Cost                           
(Rs. Crores) 

% age of 
total cost 

Airside 111 63 

City Side 26 15 

Terminal Building 16 9 

Facilitation Equipment / Services 22 13 

Total 176 100 

Source: Analysis MoCA 

7.4.8 To proceed further, it will be useful to apportion the forecasted traffic throughput growth for 

the next two decades among the Metro, Other Major and Non-Metro airports based on 

market developments, future plans of airport developers etc. 

Table 25: Forecasted passenger throughput traffic apportioned among metro,                                                              
other major and non-metro airports 

Plan  Period Airports (MPPA) 

 Metro Other Major Non-Metro Total 

12th Plan (12-17) 181 47 47 274 

13th  Plan (17-22) 294 83 83 460 

14th Plan (22-27) 476 134 134 743 

15th  Plan (27-32) 709 217 217 1,144 

Source: MoCA Analysis 

7.4.9 The expected surge in upcoming air passenger throughput will have to be catered to by 

Greenfield airports (Existing and upcoming Greenfield airports) and rest through expansion 

and modernization of airports other than Greenfield. Government of India (GoI) has already 

given in-principle approval for development of 15 Greenfield airports which are likely to 

come up during this decade itself.  

 

                                                             
63 Regional Airport Holding international 
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7.4.10 Signs of development of Greenfield airports are already visible. As on date, five airports in 

the State of Karnataka are being developed and are likely to be operational in a span of two - 

three years. Similarly, State of Maharashtra is developing a Greenfield Airport at Shirdi, with 

the help of Maharashtra Airport Development Company, which is also planning to develop 

three more airports in Maharashtra. In addition to this, five airports64 in Maharashtra are 

being developed by a private company, which has entered into a 95 years of lease agreement 

with the state government. Airports authority of India is also developing a Greenfield airport 

in Pakyong, Sikkim. 

7.4.11 If the objective is to create greater number of viable airports, then the policy framework 

must encourage and incentivize re-distribution of traffic beyond the top 10 airports. Coupled 

with a policy to promote regional airlines in the country, this approach could potentially 

benefit interior areas from participating in the growth process. Also, the development 

strategy for Green filed airports in non-metro areas should be have modular approach of 

expansion depending upon the traffic growth instead of building mega airports with huge 

capacity at one go. 

7.5 Air Navigation Services (ANS)  

7.5.1 The need to build seamless air space with augmented capacity whilst addressing challenges 

of implementing a safety culture, and Civil-Military cooperation will require significant and 

continuous investment. Air Space and Air Traffic Management infrastructure assumes critical 

importance in the context of the Indian Air Transport sector moving to the next growth 

phase. This is more and beyond physical infrastructure. Broadly, it involves deployment of 

equipments 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.  

7.5.2 This is a dynamic process. Therefore there is a need for constant up gradation of the systems 

and the equipments that are the part of Air Navigation Services. Presently air navigation 

services in India are provided by Airport Authority of India.  

 

                                                             
64 Yavatmal, Nanded, Latur, Osmanabad and Baramati has been transferred to Reliance Airport Developer Pvt. Ltd 
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7.5.3 Air Traffic Forecast for India suggests that the traffic both passenger and cargo by the 

scheduled operators and by the non scheduled operators covering general aviation and 

helicopters are likely to witness strong and sustained growth in the next decades to come.  

7.5.4 Therefore air craft movements are also likely to grow in the future at a faster rate than that 

was witnessed in the past. The likely emergence of regional airlines to cater to air transport 

needs of Tier II and Tier III Towns and the growth of Low Cost Carriers as an important set of 

player in the market will no doubt hasten the pace of growth of aircraft movements. Besides 

this, there will be an impact of increasing over flight services on account of growth of aviation 

market in the neighboring region of Middle East and rest of Asia that are also growing fast.  

7.5.5 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 of airport 

infrastructure, up gradation of Communication Navigation Surveillance (CNS), Air Traffic 

Managements and Meteorological Equipment, Enhancing Manpower and Training 

Infrastructure and harmonization with global initiatives and regional air navigation plans. 

LƴŘƛŀΩǎ Dt{ ŀƛŘŜŘ D9h ŀǳƎƳŜƴǘŜŘ bŀǾƛƎŀǘƛƻƴ ǎȅǎǘŜƳ ƪƴƻǿƴ ŀǎ D!D!b 5ŜǾŜƭƻǇŜŘ ōȅ !!L 

with the support of ISRO is likely to be rolled out by 2013.  

7.5.6 In order to build up the required infrastructure for air navigation services in the country, 

significant investment is required to be made by AAI in technology, training and in 

augmenting skilled manpower including adequate number of air traffic controllers (ATC). 

Industry sources suggest that the investment required for ANS alone would be not less than 

US $ 7 billion for the next 5 ς 6 years. Presently, there is a shortage of Air Traffic Controllers. 

Unless concerted efforts are taken to develop and retain adequate number of skilled 

manpower, sustaining the air traffic growth without having safety implications will be 

daunting task. Corporatization of air navigation services is expected to pave the way for 

raising resources towards funding the ANS infrastructure.  

7.5.7 MoCA has constituted a committee for formulating the next generation ANS master plan to 

enhance capacity and safety levels in the face of higher air traffic movements in future. The 

ANS infrastructure would move towards greater integration and automation with 

implementation of state-of-the-art technologies.  
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7.5.8 The system would include a centralized Air Traffic Flow Management with networked VHF 

and Radars capable of providing dynamic sectors, which permits alignment with traffic 

pattern. Existing software and hardware infrastructure would be upgraded or replaced.  

7.5.9 Table 26 provides an estimate of the investments for different five year plans in ANS 

infrastructure: 

Table 26: Investment in ANS infrastructure services by 2031-32 

Plan Period Investment required (Rs. 
Crores) 

12th Plan 4,400 

13th Plan 1,325 

14th Plan 3,400 

15th Plan 5,000 

Source: AAI 
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7.6 Airlines 

7.6.1 Investments in airline industry would be primarily in the form of air craft acquisition and in 

training of man power. Based on the air traffic forecast, it is estimated that commercial fleet 

size is expected to reach 1000 from 400 today by 2020, and one thousand General aviation 

aircraft by 2020 including fleet renewal. Estimated investment requirement for the General 

aviation aircraft alone is of the order of $4 Billion.65  

7.6.2 Anticipating significant growth in traffic, most Indian carriers have placed orders to augment 

their aircraft fleet. Airlines in India are expected to add around 370 aircrafts worth Rs 

150,000 crores to their fleet by FY-1766. As per latest estimates 1019 aircraft would be 

inducted by scheduled passenger airlines by 2030, which translates in to an investment 

requirement of Rs. 707, 000 crores  at 2011 prices. Fleet size of general aviation aircraft and 

helicopters is forecasted to expand roughly by 2,000 in the next ten years. Study of matured 

aviation markets like USA suggests that general aviation plays a significant role in the 

expansion and growth of scheduled commercial market. Therefore it is important to note 

that LƴŘƛŀΩǎ future aviation growth in scheduled commercial aircraft partially depends upon 

the growth of general aviation sector.  

7.6.3 Fleet expansion requires airlines to explore multiple funding options including capital 

markets, long-term borrowings and leasing etc. Two Indian carriers have already expressed 

their plans to raise Rs 2,500 crores each through Initial Public Offers by FY-12.  

Table 27: Investment requirements for induction of Aircraft in India by 2030 

Type of Aircraft Expected number 
of Aircraft 

Value US $  
(Billions) 

Value in Rs 
Crores 

Scheduled Passenger  
Aircraft (> = 100 seats) 

1,019 141 707,000 

Helicopters*67 750 3 15,000 

General Aviation # 1,225 10 47,500 

Total 2,994 154 769,500 

Source: Airbus Global market Forecast, Pawan Hans Helicopter CAPA Indian Aviation Vision 2020 

                                                             
65 White Paper on Information technology for Indian Aviation, CAPA-SITA,  
66 Report of Working Group on Civil Aviation for formulation of 12

th
 Five Year Plan (2012-17) 

67 * & # Pertains to 2020 
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7.6.4 Multiple methods such as direct lending, operational lease, finance lease, sale-and-lease-back 

etc are being adopted by airlines for financing aircraft acquisitions. Of late, sales and lease 

back method has become popular as it allows airlines to optimize their cash flow. 

7.7 Trend of Aircraft induction and pattern of aircraft ownership  

7.7.1 The compounded annual growth rate of aircraft induction in India between years 1997-98 to 

2010-11 was 10.7 % and 13.7 % from2004-05 to 2010-11. A steep rise can be observed (see 

graph 24) in aircraft induction in years during 2005-06 to 2007-08. The average year on year 

growth rate of aircraft induction during this period stood at 21.5%. The high rate of aircraft 

induction during the period could be attributed to rising demand for air travel on account of 

GDP growth rate of India (Average growth rate GDP was 9.5 % during the same period) and 

introduction of LCC in Indian skies.  

7.7.2 Air travel worldwide witnessed diminished demand during 2007-08 on account of global 

financial crises and high crude oil prices. India was no exception to it and was badly affected 

and Indian carriers adopted different strategy to survive with the unprecedented situation. A 

fall in induction of aircraft could be observed in Graph: 24 during the same time period.  

Graph 24: Trend in Scheduled passenger Aircraft Induction in India Over a period of time 

 

Source: DGCA 

7.7.3 Cyclicality of air travel demand makes it vulnerable for demand- supply mis-match. Aircraft 

once inducted on account of forecasted passenger traffic growth becomes liability for airlines 

during lean demand period.  
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  Table 28: Aircraft ownership pattern for Full Service Carriers in India -2010 

Airline Leased Owned Total 

Air India Limited 29 94 123 

Jet Airways 58 33 91 

Jet Lite 23 0 23 

Kingfisher Airlines 63 3 66 

Total 150 130 280 

Source: World Air Transport Statistics- 2010, IATA 

7.7.4 There are various methods of inducting aircraft viz. direct purchase, finance leasing, 

operating lease etc. with various degrees of benefits/ liability attached to each of the modes 

of acquisition.  Table28 represents the pattern of ownership for three Full Service Carriers in 

India for year 2010. While Air India chose to follow the direct purchase model, Kingfisher 

adopted the model of Lease for inducting aircraft for operations. Legacy factors also play a 

major role in such decisions.. In the case of LCCs, the popular modes of air craft induction in 

India is leasing and not direct purchase which is evident from Table 28.   

Table 29: Pattern of aircraft ownership by LCC during 2010-11 
 

Airlines Leased Owned Total 

Indigo 33 5 38 

Go Airlines 10 0 10 

Spice Jet 27 0 27 

Jet Lite*68 23 0 23 

Source: CAPA; World Air Transport Statistics- 2010, IATA 

7.7.1 During financial year 2010-11 LCC accounted for nearly 70% of domestic passenger traffic 

market share.  The leased mode of aircraft induction is said to offer airlines the flexibility of 

rationalizing capacity with demand in the short to medium term and keep a check on average 

aircraft age. However, some industry analysts are of the view that this is not likely to be a 

sustainable model in the long run. Therefore, it is difficult to predict the likely model that 

may be relevant for Indian market in future. 

 

 

                                                             
68 *Data pertains to 2010 
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7.8 General Aviation 

7.8.1 The General Aviation (GA) market in India is expected to grow at 10% per annum to cross Rs 

1,600 Crores by FY-17. Industry sources indicate that around 300 business jets, 300 small 

aircrafts and 250 helicopters are expected to be added in the current GA fleet by FY-17. A 

total investment of more than Rs 20,000 crores in General Aviation is expected during the 

next five years alone. Today business jets are no longer seen as a luxury but as a tool for 

enhancing productivity. Tourism is another key growth driver for general aviation in India. 

The helicopter market in India is equally promising, with growing requirements in tourism, 

mining, corporate travel, air ambulance, homeland security etc.  

7.8.2 Development of heliports: Development of heliports is important to support the growth of 

general aviation in India, especially in areas that cannot have runways for financial or terrain-

related challenges. There is a need to consider developing a PPP policy for development of 

heliports.  There is also a need to develop standardized route operating procedures for 

helicopters.Support infrastructure: It is important to develop the supporting infrastructure at 

airports in Tier 2/3 cities including night-landing facilities, enhancement of passenger 

amenities and state support in statutory services (like security) to boost the GA industry.  GA 

facilities at metro airports need an upgrade in terms of separate terminal, parking space, etc.  

7.8.3 Upgradation of non-operational air-strips: Non-operational air strips need to be upgraded in 

places of economic significance such as ports, mining areas, tourist places and industrial 

clusters.  These need to be done at the lowest possible cost without compromising on safety.  

The air-strip may attract a small number of GA flights initially and if it has a strong business 

case, it may ultimately lead to full scale operations in future, with significant benefits to the 

local economy.  

7.8.4 Regulatory framework for equitable treatment to GA operators: With the current traffic load 

of scheduled flights at metro airports, GA aircrafts, at times, get a lower priority compared to 

scheduled operators. Delays in takeoff and landing clearances may defeat the purpose of 

investments in GA aircrafts.  A joint review committee should be formed by MoCA and DGCA 

with representation from non-scheduled and GA operators to review the existing regulatory 

and operational framework. 
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7.9 Maintenance, Repair and Overhaul (MRO) 

7.9.1 Indian MRO industry is expected to triple69 in size from Rs 2,250 crores in 2010 to Rs 7,000 

crores by 2020. However, this future size may still be small compared to the present MRO 

industry size of other countries such as UAE (Rs 8,000 crores per annum) and China (Rs 

10,000 crores per annum). India has the potential to be an MRO hub due to the growing 

aircraft fleet, location advantage and availability of talent. Given the growth of Indian 

aviation, it is logical to encourage MRO infrastructure to support the growth in the sector.  

Moreover, low cost carriers would also prefer servicing of aircrafts locally to save cost and 

time in a highly competitive market. 

    The following key enablers would be imperative for India to become a preferred MRO hub: 

7.9.1.1 Elimination of discriminatory taxation policy for domestic MRO players: Due to 

discriminatory tax policy, Indian MRO players have to suffer an additional tax burden of nearly 

40% over foreign MROs.  These are in terms of import duties, VAT and service tax.  This has led 

to Indian carriers taking their aircrafts, at a high cost, to other MRO locations like Dubai, 

Singapore, Malaysia etc, since it still works out to be more cost-effective than in India.  It 

therefore appears that our taxation policy has actually created business for our competing 

countries.  The resultant tax revenues in India from MRO are a fraction of what could have 

been.  There is a need for an urgent review and reversal of this anomalous taxation policy.   

7.9.1.2 Abolition of import duties for spare parts:  Due to high import duties, (not applicable to 

foreign MROs) local MROs are not able to maintain an inventory of key spare parts. This at 

times leads to aircrafts being grounded for longer periods.  Abolition or reduction of import 

duties for spare parts will cut short the timelines for servicing the aircrafts. 

7.9.1.3 Impetus on MRO joint ventures:  The government needs to incentivize airlines to set up their 

dedicated MRO hubs in India through three-way joint ventures with MRO service providers 

and airport companies.  This assures sustained business for the venture as well as cost 

advantage for the airlines. 

 

 

                                                             
69 Source: Ascend database 
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7.9.1.4 Streamlining of licensing and security clearance procedures:  According to private players 

receiving approvals for an MRO establishment is extremely challenging. Currently the license is 

given out as a ground handler instead of an MRO player which suggests that no distinction is 

made between these two very distinct services.   

7.9.2 In case of urgent repairs of a grounded aircraft, that may require foreign specialists to be 

flown in at short notice, the amount of time taken for getting security clearance for such 

experts is highly time consuming.  This renders them ineffective since the opportunity cost of 

a grounded aircraft is extremely high.  There is an urgent need to streamline clearance 

procedure so that there is a logical balance between business exigencies and security 

considerations.   

7.10 Ground Handling 

7.10.1 Ground handling market is expected to double70 from present Rs 2,000 crores to Rs 3,900 

crores in the next five years alone. Aggregate investment of around $ 5 Billion will be 

required in developing world class ground handling, cargo, logistic facilities including high-

output distribution centers at major airports. A number of global ground-handling players 

have aggressive expansion plans in India. Future infrastructure development in this space will 

be largely driven by technology. Among the technologies that are expected to have a 

significant impact on the Indian aviation sector is Passenger self service solution, Radio-

Frequency Identification (RFID) technology, Common Use Terminal equipment, Unit Load 

Device (ULD) Scanners for cargo handling, and Internet and mobile technologies. This would, 

however, depend significantly on supportive fiscal policies and requisite airport infrastructure 

development. 

7.10.2  Ministry of Civil Aviation brought in a ground handling policy for 6 metro airports limiting the 

number of ground handling agencies therein in order to facilitate consolidation and promote 

efficiency.  This has been contested by airlines.  The matter is currently sub-judice in the 

IƻƴΩōƭŜ {ǳǇǊŜƳŜ /ƻǳǊǘΦ   

                                                             
70 Source: Report of Working Group on Civil Aviation for formulation of 12

th
 Five Year Plan (2012-17), Financial 

Express 
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7.10.3 Mechanization and modern ground handling processes would be the key to ensuring 

efficiency. There should be proper monitoring mechanism to oversee and enforce service 

level agreements between airlines and ground handling agencies, between 

custodians/airport operators and ground handling agencies. 

7.11 Issues Relating to Investment in Airport Infrastructure 

7.11.1 Airport infrastructure is a capital intensive investment with significant risk attached to it. In 

addition, the venture is associated with long payback period. Private promoters continue to 

bring in very low equity and thus the debt to equity ratio is extremely high (80:20). Such a 

debt equity structure translates into fixed cash outflow in the form of huge interests and 

repayments. High interest rate regime prevalent in the country is also adding to their woes. 

Short term debts costs as high as 18% per annum and the long term interest rate is about 12-

14%. This results into long payback period to equity investors.  

7.11.2 Private operators have represented seeking access to long term funds at fixed rate of interest 

for reducing the uncertainty arising out of a floating interest regime. Unlike most of the 

airports globally, there is a revenue sharing model with which the Indian airports under PPP 

model operate.   Brown field airports like DIAL and MIAL under the PPP model have a 

revenue sharing agreement with AAI wherein 46% and 38.7% of their revenue respectively 

are shared. In mature markets, non-aeronautical revenue constitute larger portion of the 

total revenue for the airport operators unlike the situation in India. Some JV airports in India 

of late do show a significant improvement in the share of non-aero to their total revenue 

which is yet to be emulated by the AAI. 

7.12        PPP Mode of Airport development-Learning Outcomes  

7.12.1 Rapid growth in the air traffic since 2004 exerted pressure on the capacity at major airports 

in the country leading to congestion, delay and poor customer experience.  Available airport 

infrastructure was grossly inadequate particularly in metro and major cities to cater to the 

upsurge in aircraft movement and passenger traffic.  To bridge the gap between capacity 

ŀǾŀƛƭŀōƭŜ ŀƴŘ ŘŜƳŀƴŘΣ aƛƴƛǎǘǊȅ ƻŦ /ƛǾƛƭ !ǾƛŀǘƛƻƴΩǎ !ƛǊǇƻǊǘ LƴŦǊŀǎǘǊǳŎǘǳǊŜ tƻƭƛŎȅ ǊŜŎƻƎƴƛȊŜŘ ǘƘŜ 

need for private sector participation encouraging enterprise in creation, operation and 

management of airports through induction of private capital and management skills.   
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7.12.2 The objective was to create an investment climate to facilitate time bound creation of world-

class infrastructure to cater to the growing demand for air traffic.  Investment in aviation 

sector in 11th Plan was projected to the tune of Rs.36,150 crores which was beyond the 

internal resources of AAI and the Government.  Therefore, private investment was 

encouraged under Air port Infrastructure Policy.  Various financial models were adopted for 

development of airport infrastructure. PPP model involved significant flow of private loans 

ŦǊƻƳ ōŀƴƪǎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ǿƛǘƘ ǇǊƻƳƻǘŜǊǎΩ ŜǉǳƛǘȅΦ   

7.12.3 Viability gap was sought to be bridged by levy of UDF /ADF. Greenfield Airports were 

developed in cities of Hyderabad and Bangalore. Existing Brownfield Airports at Delhi and 

Mumbai are successful examples of PPP Model. In what follows, the learning outcomes of 

this model of development are discussed. 

7.12.4 It is doubtless that timely creation of world-class airport infrastructure was achieved. 

Terminal 3 was completed in a record period of 37 months. Since finance came from the 

private promoters, it did not burden the Government / Public Exchequer. Higher User 

Satisfaction for passengers and better utilization of the assets with focus on non-aeronautical 

revenue generation, better coordination with local bodies/state agencies for improvements 

in connectivity to road / metro etc., improvement in cargo infrastructure were some of the 

key benefits.  

7.12.5 The model has also provided impetus to the need for overall improvement in the delivery 

mechanism of AAI in a competitive scenario from private operators.  The entry of leading 

private air-cargo companies has brought in a wave of increasing automation, mechanization 

and process improvement initiatives at major air-cargo terminals in the country. Such 

investments in air-cargo handling at key airports such as Delhi, Mumbai, Bangalore, 

Hyderabad, etc. are expected to yield higher air-cargo throughput and improved service 

levels. On the other hand, there are some areas which need attention for further refinement 

of the model and these are discussed in the following paragraphs. 
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7.12.6 Contracts under PPP particularly were awarded without regulatory mechanism in place.  

Issues arising out of agreements already made prior to the birth of regulator had to be 

resolved by AERA which could potentially cause uncertainty in the system. Mid-course 

correction requiring revision in design and planned capacity was reported to have been 

necessitated due to unprecedented upswing in the air traffic. 

7.12.7  Operationally speaking, difficulties have been reported in performance monitoring in respect 

of soft performance dimensions. As the governance system matures with implementation of 

several projects under PPP model, it is hoped that, further refinements could be made to the 

design of PPP model for obtaining robust results.  

7.13 FDI Policy for Airline Industry  

7.13.1 It may be recalled that basic rationale of opening up of certain sectors to competition 

including participation of foreign investments has been to cater to the enormous size of 

investments required for a growing economy and the need to bring in cutting edge 

technology and the associated best practices of the industry. There is a view that Airline 

industry qualifies in all these respects listed above and therefore the need to facilitate larger 

capital inflow from abroad into the country. 

7.13.2  Foreign investment is not just a source of equity investment for developing economies, it 

also brings with it considerable benefits viz: technology transfer, management know-how, 

and access to international markets. The mechanism of the relationship has been through 

inflow of investment funds, infrastructure and technology transfers, enhancement of human 

capital, improvement in the quality of the factors of production, faster growth of output and 

employment, increased productive efficiency, consumer benefits and access to global 

markets.  

7.13.3 Presently, strategic investment by airlines registered overseas is not permitted to invest in 

Indian companies in the airline business. Relaxation of Ownership & Control rules governing 

airline sector is expected to result in significant benefits in terms of financing costs especially 

at a time when the industry has launched itself in the path of higher trajectory of growth. 

More importantly, costs of financing can become cheaper for the Airlines if there is a 

freedom to access financial resources wherever it is cheaper rather than having to source it 

from home market which may be higher, thus adding to their financial woes.   
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7.13.4 It is noteworthy that during the initial phases of growth in a Capital intensive industry such as 

this, the CAPEX to Sales ratio will be very high, leaving very little scope for meeting the 

working capital requirements. The rapidly changing air transport environment dictated by the 

global economic fortunes is forcing airlines to seek structural adjustments in order to survive. 

Developments in the early 1990s, including the bankruptcies and mergers of airlines with 

heavy debt burdens, have prompted a re-examination of the limits placed on foreign capital. 

7.13.5  Investment by foreign airlines offers an alternative to the borrowing that has undermined 

the financial health of some airlines.71 Therefore this should result in lower cost of capital to 

airline industry particularly in developing country where the cost of capital is much higher. It 

is relevant to note that in countries like USA, which has large, flexible and matured capital 

markets, the need to access overseas capital may be less critical as compared to emerging 

markets.  Therefore, comparison of India with those countries is misplaced. Other sectors in 

the country including the sensitive sectors have long before witnessed relaxations of 

ownership regulations in India.  

7.13.6 It has been seen from the experience of other sectors in the Indian Economy that a policy of 

liberalization results in acceleration of economic growth. Given the high cost debt 

environment prevailing in the country on account of structural issues, it would be difficult if 

not impossible to raise these resources at relatively on easy terms.  

7.13.7 It was reported by CAPA in July 2010 that the three large airline groups in India have a 

combined debt of approximately USD 13.5 Billion with an annual interest burden of over USD 

1Billion. For the financial year 2011-12, it is estimated that this would touch $20 Billion for 

the entire airline industry. And they will require capital raising of a further USD 10-12 billion 

over the next 2-3 years to finance scheduled air craft deliveries. Because of the low equity 

base, raising additional capital by these enterprises will be a challenging task.72  

                                                             
71 Chia-Jui HSU and Yu-#ÈÕÎ #(!.'ȟ Ȱ4ÈÅ ÉÎÆÌÕÅÎÃÅ ÏÆ !ÉÒÌÉÎÅ /×ÎÅÒÓÈÉÐ 2ÕÌÅÓ ÏÎ !ÖÉÁÔÉÏn policies and 
#ÁÒÒÉÅÒȭÓ 3ÔÒÁÔÅÇÉÅÓȱȟ Proceedings of the Eastern Asia Society for Transportation Studies, Vol. 5, pp. 557 - 569, 2005 
72 CAPA India Aviation 2010: Mid-Year Outlook 2010 
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7.13.8 External Commercial Borrowings (ECB) could become an important source of funds for the 

industries in India particularly to Airline industry which are adversely affected by high cost of 

loans in India. Relaxation of restrictions on ECB to Indian industries should provide the much 

needed relief to them. This measure would be of very high relevance at this juncture when 

cost of debt is prohibitively high in India. Terms and conditions for accessing ECB should be 

reasonable without imposing stringent norms during the difficult times such as the current 

period. 
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8 Key Challenges and Policy Enablers 

8.1 Key Challenge I-Viability of the Sector 

8.1.1 Viability of the Airline Industry 

8.1.1.1 Viability of Airline Industry is central to entire sector and crucial for sustaining growth. The 

decade 2000-2010 witnessed a profitless growth phase of the air lines industry. FY 2010-2011 

witnessed revival of strong market growth resulting in profitability for some domestic carriers.  

However, the revival was short-lived. The airline landscape in India has transformed radically in 

recent years. In 2003, there were just 4 carriers ς Air India, Indian Airlines, Jet Airways and Air 

Sahara, all operating full service models. The private carriers in those days were limited to 

operating domestic routes only. In 2011, there are 6 air carriers operating 11 different brands, 

as  

¶ Air India + Alliance Air + Air India Express 

¶ Jet Airways + Jet Konnect + JetLite 

¶ Kingfisher Airlines + Kingfisher Red 

¶ IndiGo 

¶ Spice Jet 

¶ Go Air 

 

8.1.1.2 Indian carriers catered to 54 million domestic passengers during FY 2011. International traffic 

to and from India was 38 million passengers during the same period. The traffic growth has 

resulted in increased capacity of domestic carriers in the form of Available Seat Kilometers 

(ASKM) at around 8% along with capacity utilization with average passenger load factor having 

crossed the 75% mark by 2011. To cater to the growing demand during the last five years or 

so, the domestic carriers more than doubled their fleet size73 from around 200 to 430.  

 

 

 

                                                             
73 Source: Report of Working Group on Civil Aviation for formulation of 12

th
 Five Year Plan (2012-17), data from 

airlines, annual reports, Aviation Center of Excellence 
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Graph 25: Passenger Load Factor and ASKMs for domestic operations of Indian carriers 

            

Source: Report of Working Group on Civil Aviation for 12th Five year plan 

8.1.1.3 The 11th Plan period saw an increasing trend among domestic carriers to embrace the Low 

Cost Carrier (LCC) model. Total market share of LCCs including the low cost arm of Full Service 

Carriers has crossed 70% suggesting a significant shift in the business model of airline industry 

in India. Despite the phenomenal growth in traffic, most Indian carriers are reeling under 

losses.  During the three year period between 1 Apr 2007 and 31 Mar 2010, Indian carriers 

incurred an accumulated operational loss74 in excess of Rs 26,000 crores, of which three large 

airlines accounted for nearly Rs 23,000 crores.75 

8.1.1.4 To manage the next growth phase safely and efficiently, significant and continuous investment 

will be required for providing efficient and reliable services for movement of goods and 

ǎŜǊǾƛŎŜǎ ōȅ ŀƛǊΦ ¢ƘŜ ŦǳǘǳǊŜ ƻŦ LƴŘƛŀΩǎ ŀǾƛŀǘƛƻƴ ƎǊƻǿǘƘ ƛǎ ŎǊƛǘƛŎŀƭƭȅ ƭƛƴƪŜŘ ǘƻ ǘƘŜ ƘŜŀƭǘƘ ƻŦ ǘƘŜ 

airline industry. The rapidly changing air transport environment dictated by the global 

economic fortunes is forcing airlines to seek structural adjustments in order to survive. 

8.1.1.5  One of the major challenges of the air traffic industry in India is the high and growing debt 

burden of the carriers.  Airline Industry in India suffers from huge debt burden ς close to US $ 

20 billion (estimated for 2011-12).   

 

                                                             
74 Sources: Report of Working Group on Civil Aviation for formulation of 12

th
 Five Year Plan (2012-17), news 

articles, annual reports of airlines 
75 Report of Working Group on Civil Aviation for formulation of 12th Five year Plan, Ministry of Civil 
Aviation,GoI 
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8.1.1.6 Half of this debt is aircraft related and the rest for working capital loans / payments to airport 

operators and fuel companies. Three airline groups account for a large proportion of this debt 

and they need to raise capital to boost equity and liquidity. 

8.1.1.7 FDI Policy does not permit foreign airlines investment there by denying  access to potential 

sources of capital and expertise.  While there are number of structural factors that are 

responsible for this phenomenon, the operating cost environment is adversely impacting the 

financials of the airline sector. One of the key cost drivers for the airline industry which is the 

pivotal segment of the entire civil aviation sector is the price and taxes payable for aviation 

turbine fuel (ATF) by the scheduled domestic carriers in India. 

8.1.2 Aviation Turbine Fuel pricing regime 

8.1.2.1 Cost of ATF (40-50% of their total operating cost) is a formidable challenge for the financial 

health of airlines. The estimated annual fuel bill for the industry is around $3.4 Billion based on 

2010 rates76. 

8.1.2.2 Pricing regime for ATF in India does not appear to be an outcome of a competitive market 

although theoretically it is outside Administrative pricing mechanism and there are more than 

three players (Oil Marketing Companies) in the market.  Representations received from the 

stakeholders suggest that the market for ATF is not sufficiently competitive to ensure that 

prices have some cost orientation. Neither the pricing regime for ATF is transparent; Buyers 

i.e. air line industry and associations representing them have often represented against 

opaque nature of pricing regime that prevails in the market for ATF.  

8.1.2.3 The 3 Oil marketing companies in the public sector having refinery capacity and access to 

Essential Facilities inside and outside the airport dominate the market; Between October 2010 

and March 2011, the Indian Oil Marketing companies raised the price of aviation fuel 12 times. 

Prices of Crude derivative such as ATF are sometimes seen to be moving contrary to the price 

of crude and in some instances moving contrary to other dominant derivative like petrol. ATF 

Prices prevalent in major airports would suggest that the prices are almost uniform for all the 

three Oil marketing companies in the Public Sector. 

                                                             
76 Bombay Chamber of Commerce and Industry- Submissions to MoCA dated 13th December,2011 
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8.1.2.4 CƻƭƭƻǿƛƴƎ ŘƛǎƳŀƴǘƭƛƴƎ ƻŦ  Ψ!ŘƳƛƴƛǎǘŜǊŜŘ tǊƛŎŜ aŜŎƘanism' (APM), prices of ATF in India are 

said to be based on the "International Import Parity Prices", and are directly linked to the 

benchmark of Platt's publication of ATF prices ; That means it is not related to the actual cost 

of refining ATF in India which is a middle distilled crude derivative.  ATF prices for domestic 

operations thus also include Ocean Freight charges, insurance, notional Customs Duty and 

other charges; On top of this, Oil Companies' marketing margin; and throughput and other 

services charges paid to the Airport operators and service providers related to the fuel 

complex in the airport premises.  

8.1.2.5 As a result of all these factors and other tax related issues (see discussion in succeeding 

paragraphs) ATF prices in India are unduly higher than international bench marks resulting in a 

tremendous financial burden on Indian Carriers. ATF prices in India are nearly 60% costlier 

than competing hubs like Dubai, Singapore and Kuala Lumpur (See Table 30). 

 

Table 30: Global comparison of ATF prices per kilolitre 

Location Price/kilolitre (USD) 77 

India 1400 

Singapore 825 

Bangkok 880 

Kuala Lumpur 810 

Dubai 840 

Source: Report of Working Group on Civil Aviation for 12th Five year plan 

8.1.3 Fiscal regime governing Aviation Turbine Fuel (ATF) 

8.1.3.1 Aviation sector in India face many taxes on the inputs to production ς fuel, aircraft leases, 

airport charges, air passenger tickets, air navigation service charges, maintenance costs, fuel 

throughput fees, into-plane fuel fees, and other items subject to service taxes. These fees and 

taxes on inputs are either not present in other matured aviation markets, or are much lower 

there. The Indian air transportation industry is thus laden with very high costs and larger 

operating losses than their other counterparts globally. 

 

                                                             
77 These numbers are as of May ɀ Aug 2011 
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8.1.3.2 ATF is subjected to a multitude of cascading taxes by different government entities. While 

fixing the price of ATF at the refinery, the following components are said to be included. 

However, feedback from industry suggests that such a detailed break-up of the price for ATF is 

not provided by Oil Marketing Companies to the airlines.  

¶ Notional Customs duty 5%  

¶ Central Excise duty 8.25% 

¶ Service tax on services rendered in the airport complex by Fixed based operations such 

as fuel complex, into plane refueling   etc at 10.3%. These services include service 

rendered by Fuel complex operator, Into-plane refueller etc.  

¶ VAT levied by most States in India 25% to 30%  

¶ Octroi/ Entry tax  2% to 4% in some major states 

¶ Service tax on tankers (not owned by OMCs) used for transportation of fuel  

8.1.3.3 Despite being an input fuel (similar to coal and gas), it is subjected to VAT. VAT on ATF in most 

of the states ranges from 20% to 30%. Generally, the central excise duty paid on any input in 

manufacture is set off against service tax paid on output as per the Service Tax principles laid 

down by CBEC. However, this facility of set off is not made applicable in the case of ATF 

although the air travel is also subjected to service tax. A number of representations received 

from airlines in India suggest that the rates of value added tax on ATF is high and that severely 

affects the financial viability of their operations. 

8.1.3.4  There is no doubt that the current regime of aviation fuel taxation regime adversely impacts 

the financial performance of Indian air carriers particularly in the domestic sector. If aviation 

fuel taxes are disproportionately higher without any basis, then it retards the industry 

development vis-à-vis the overall growth in the economy and limits its potential contribution 

to economic well being.  Multiple and higher levies on ATF will impact the operating cost 

environment of air lines. 15 % Rupee depreciation is the most recent development that is also 

hitting the carriers. Cost of fuel, Insurance and freight, MRO expenses, and lease rentals are all 

calculated in dollar terms.  

 






































































































































































































































































