
India’s civil aviation in-
dustry is on a high-growth 
trajectory. India aims to 
become the third-largest 
aviation market by 2026. 

The Civil Aviation indus-
try has ushered in a new 
era of expansion, driven 
by factors such as low-cost 
carriers (LCCs), modern 
airports, Foreign Direct 
Investment (FDI) in do-
mestic airlines, advanced 
information technology 
(IT) interventions and 
growing emphasis on re-
gional connectivity. 

 

As per the IATA, India 
will become the third 
largest aviation market 
in the world in terms of 
passengers by 2026. 
Furthermore, the IATA 
also expects the air pas-
sengers to grow at a 

com-

pound average growth 
rate (CAGR) of 3.7 per 
cent to double from 3.8 
billion air passengers in 
2016 to 7.2 billion air 
passengers by 2035. 

India's air cargo is esti-
mated to grow at 9 per 
cent over the next few 
years, according to Mr 
Ashok Gajapathi Raju, 
Secretary of Ministry 
of Civil Aviation, Gov-

ernment of India. 

India has become the 
world’s fastest growing 
domestic travel market 
for the 22nd time in a 
row, recording a 26.6 
per cent year-on-year 
growth in January 
2017, according to the 
IATA. 
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Counter-bidding for routes under the regional connectivity scheme (RCS), UDAN (Ude Desh ka Aam Na-
garik), got over recently and 128 routes have been awarded to 5 airlines. The scheme is well-intentioned 
and can help grow the Indian aviation market, which is still in its nascence, with penetration at a bare 0.04 
air trips per capita, per annum compared with 0.3 for Brazil and more than 2 for the US. Though domestic 
passenger traffic in India has grown 10% a year in the five fiscals to 2016 to 85 million annually, it is con-
centrated at the 6 metro airports, which account for about 65% of the total domestic passenger traffic, 
leaving the rest to the remaining 73 airports . 
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Industry Trends—Whitepapers 

 

A VI ATI ON I NDUST RY U P DAT E  

Title Source Abstract Link 

 
 

Inside Airlines’ Struggle to 
Balance Profitability and 

Performance 

BCG 

A major US-based international carrier sought to improve on-time perfor-
mance (OTP) with a more aggressive policy of departing on schedule; this 
meant leaving late-connecting passengers behind despite the price paid in 
terms of upset passengers, the stress on gate and booking agents who had 

to deal with the angry customers, and higher passenger-compensation 
costs. Another legacy carrier decided to “buy” better OTP by increasing its 

block times (the total flight time, from pushing back from the departure 
gate to arriving at the destination gate).  

Click here 

A better approach to air-
line costs 

McKinsey 

Understanding cost differences is critical for airlines: ticket prices have been 
falling throughout the entire history of the business, declining on average by 
2 percent annually over the past 20 years. Newer technology, larger aircraft, 
and increasingly efficient operations continually drive down the cost of run-
ning an airline. Given these trend lines and the industry’s highly competitive 

nature, passengers have become used to lower prices . 

Click here 

Buying and flying: Next-
generation airline pro-

curement 
McKinsey 

Airlines perform a service that defines the modern age and is used by bil-
lions of people every year. Yet they do not make money at it. Over the most 

recent economic cycle, which included some excellent years, airlines still 
destroyed nearly $20 billion in value for their shareholders. Suppliers do 

much better (Exhibit 1). For example, aircraft manufacturers made $2 bil-
lion. Maintenance and repair organizations (MROs) along with providers of 
ground services and catering made $1.5 billion. And global distribution sys-

tems made $500 million and have enviable margins.  

Click here 

Exploring airline revenue 
benefits of deploying the 

IoT 
Deloitte 

With exponential technologies, airlines are transforming the curb-to-gate-
to-destination passenger experience while enhancing their revenue 

streams. Find out how your airline can become part of the next frontier of 
air travel.  

Click here 

2017 Commercial Aviation 
Trends 

Strategy& 

What a difference a couple of years can make. In 2013, Warren Buffett 
called the commercial aviation industry a “death trap for investors.” In 

2016, the legendary value investor spent more than US$1.3 billion buying 
the stock of four major U.S. commercial carriers: American Airlines, Delta, 

United Continental, and Southwest Airlines — and he has recently upped his 
stake to more than $8 billion.   

Click here 

Only 14% of regional airports ready for take off  - Crisil Research 

https://www.bcg.com/publications/2017/aviation-operations-inside-airlines-struggle-balance-profitability-performance.aspx
http://www.mckinsey.com/industries/travel-transport-and-logistics/our-insights/a-better-approach-to-airline-costs
http://www.mckinsey.com/industries/travel-transport-and-logistics/our-insights/buying-and-flying-next-generation-airline-procurement
https://www2.deloitte.com/us/en/pages/consumer-business/articles/airline-passenger-experience-emerging-technology-iot.html
https://www.strategyand.pwc.com/trend/2017-commercial-aviation-trends
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Deals 

 Qatar Airways, Vistara in interline partner-
ship pact 

 Government may prefer another airline as 
Air India buyer  
 
 

 

News 

 Aviation woes are not just about Air India 

 Indian carriers carry 12.43% more passengers in 
July  

 Infra, skilled manpower needed to sustain aviation 
sector growth: Jayant Sinha  
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Low fares to boost air traffic by 23% this year: ICRA 

Aviation Industry —News & Deals 

 
Indian aviation industry is likely to report 22-23 per cent passenger traffic growth 
in FY2017 supported by ongoing low airfare regime says ICRA in its report. 
 
The airlines are maintaining healthy passenger load factors backed by low air-
fares. However, since the ATF prices have been on an uptrend during the year, the 
impact on profitability of the airlines during Q4 FY2017 is inevitable as average 
ATF prices during the quarter are 37.9% higher YoY, while the yields continue to 
remain under pressure. 
 
As per ICRA estimates, the fuel cost per ASKM (CASK) of the domestic aviation 
industry increased to Rs.1.16 in January 2017 from a low of Rs. 0.82 in February 
2016, and the same is expected to increase further in February and March 2017. 
According to Mr. Anand Kulkarni, AVP and Associate Head, Corporate Sector ratings, ICRA, The Indian aviation industry has 
reported YoY passenger traffic growth of 23.2% during FY2017 period and the industry is heading towards completing one of 
the best years in terms of passenger traffic growth. The domestic passenger growth for last five years stood at 12.9%, 5.3%, 
4.6%, 15.5% and 22.1% and the industry is likely to surpass the last year growth rate, notably on a higher base. The traffic 
growth performance has also been one of the best amongst other key aviation markets in the world. 
The domestic passenger traffic growth during the month of January 2017 stood healthy at 25.3%. The YoY traffic growth on 
international routes for the industry was moderate at 8.8%; however, the Indian carriers outperformed the industry growth, 
with 17.8% YoY growth in traffic. 
 
The year started with low aviation turbine fuel (ATF) prices regime carried forward from the previous fiscal, which had provid-
ed room for the airlines to reduce airfares. The lower airfares were also a result of increasing competitive intensity due to addi-
tion of new players and expansion of capacities by incumbents as well as new entrants. The domestic industry capacity 
(measured in available seat kilometers – ASKMs) reported 20.6% YoY growth during 10m FY2017 as per ICRA estimate. Ex-
cept Air Costa and Air Pegasus (which halted operations since August 2016), all the airlines reported capacity growth during 
the year. Further, outstanding order backlog of various Indian airlines underlines healthy future capacity addition. 
Backed by competitive pricing, the industry reported stellar passenger load factor (PLF) of 84.4% during 10m FY2017, which 
is also one of the best amongst the key markets in the world. The PLF stood at 88.3% during January 2017. 
 
In the domestic market, Indigo continued to enjoy the leadership position with a market share of 40.1% during 10m FY2017 and 
is on the path to complete successive fifth year of leadership position as well as achieve 40% market share by any carrier for 
the first time during the last eight fiscal years. Other key players like Jet Group and Air India Group continue to concede mar-
ket shares, while the new airlines, Vistara and AirAsia, reported gradual expansion in their market shares to 2.7% and 2.5%, 
respectively, during FY2017. 
 
Source Link: http://www.thehindubusinessline.com/economy/logistics/low-fares-to-boost-air-traffic-by-23-this-year-
icra/article9575596.ece 
 

http://www.thehindu.com/business/Industry/qatar-airways-vistara-in-interline-partnership-pact/article19539705.ece
http://www.thehindu.com/business/Industry/qatar-airways-vistara-in-interline-partnership-pact/article19539705.ece
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/government-may-prefer-another-airline-as-air-india-buyer/articleshow/59798968.cms
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/government-may-prefer-another-airline-as-air-india-buyer/articleshow/59798968.cms
http://www.thehindubusinessline.com/opinion/aviation-woes-are-not-just-about-air-india/article9821755.ece
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/indian-carriers-carry-12-43-more-passengers-in-july/articleshow/60119812.cms
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/indian-carriers-carry-12-43-more-passengers-in-july/articleshow/60119812.cms
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/infra-skilled-manpower-needed-to-sustain-aviation-sector-growth-jayant-sinha/articleshow/59868824.cms
http://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/infra-skilled-manpower-needed-to-sustain-aviation-sector-growth-jayant-sinha/articleshow/59868824.cms
http://www.thehindubusinessline.com/economy/logistics/low-fares-to-boost-air-traffic-by-23-this-year-icra/article9575596.ece
http://www.thehindubusinessline.com/economy/logistics/low-fares-to-boost-air-traffic-by-23-this-year-icra/article9575596.ece
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