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RELENTLESS JOURNEY OF 
EXCELLENCE SINCE 1964

Cover:
Embraer achieved a major 

milestone in the realm of 
commercial jets when it rolled 
out the E190-E2, the first E2 jet, 

on February 25 at Embraer’s 
plant in São José dos Campos.

Cover Image: Embraer
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With an investment of $1.7 billion, 
the E2 programme was launched in 
June 2013 and reinforces Embraer’s 
commitment to continuously invest 
in its commercial aviation products as 
well as maintain market leadership in 
the segment of 70 to 130 seats.
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cIVIl aVIatIon

The National Civil Aviation Policy must 
begin by looking at the regulatory and 
fiscal framework that would ensure 
that all stakeholders are aligned to 
enhance the two identified key issues 
of air safety and financial viability.
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 P21  thIs yEar, It Is all about lEaP

As the engine stands on the verge of 
entering commercial service later this 
year, the LEAP programme is delivering 
on all of its commitments. 
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A word from editor

A 
mAjor event of relevance not only for the Indian but even for the 
global civil aviation industry is the fifth edition of the biennial India Aviation 
Airshow being held at Begumpet Airport in Hyderabad from March 16 to 19. 
It is happening at a time when there are positive sentiments in the aviation 
industry, particularly with airlines getting on track. The other segments of 

aviation have to fall in place for which the government needs to create an ecosystem, a 
Herculean task at the moment.

The Indian civil aviation industry is currently in a state of transition. With a signifi-
cant drop in the price of aviation turbine fuel (ATF) over the last two years, there is defi-
nitely some relief for the airline industry and consequently for the segment of the popu-
lation that patronises air travel which is less than three per cent of Indian population, 
dismally low. However, the 20 per cent growth in air passenger traffic in the domestic 
segment that the Indian airline industry has registered in the year gone by is something 
to cheer about. This has been attributable primarily to the low fares the airline industry 
was in a position to offer.

In this issue, we have a number of articles by different authors who have pointed 
various challenges of the sector – policy, infrastructure, taxation, etc. However, the gov-
ernment’s efforts under the leadership of P. Ashok Gajapathi Raju, the Civil Aviation 
Minister, there is light at the end of the tunnel. Presently, everyone is waiting with bated 
breath on what the final National Civil Aviation Policy will be. While the Indian airline 
industry has definitely benefited from the reduction in the price of ATF, it continues to 
face a number of other challenges, one of which is the proposal to scrap the 5/20 rule 
which some legacy airlines are opposing, in a typical ‘dog in the manger’ attitude in 
these modern times. 

Joseph Noronha has written about the travails of the regional aviation sector, 
while R. Chandrakanth has suggested the need for budget and even secondary air-
ports to tap the largely untapped markets in India. Not to forget, the need for heli-
ports considering that there is going to be increased deployment of helicopters in 
civilian airspace – for hospital emergency, tourism, VIP travel, monitoring law and 
order situation and more. 

Dedicated to India Aviation 2016, this issue of SP’s AirBuz carries a number of other 
articles to do with the roll out of Embraer’s new E2 aircraft which is expected to revolutio-
nise the regional airline industry. And also how low fuel burn is a major driver for engine 
manufacturers such as CFM International which is banking on LEAP’s success. 

All these and more apart from the regular features. Welcome aboard and do visit us at 
Stall 27-28 in Hall A at India Aviation 2016!
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Please visit L-3 Aviation Products online at L-3com.com/AviationProducts.

Aviation Products   L-3com.com

Safety & Situational 
Awareness

Aftermarket 
Solutions

Displays Flight Data 
Recorders

Processors

Photo courtesy of the Northrop Grumman Corporation.



Earlier, Buffet had admitted it was 
one of his few indulgences. Subse-
quently, what elevated the business jet 
from a luxury toy to what is increas-
ingly seen as a vital corporate tool? In 
the US, hundreds of Fortune 500 com-
panies now flaunt their own aircraft, 
with companies arguing that this vital 
conveyance saves time and boosts pro-
ductivity. A recent CNN report quotedNewsBriefs
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(  Airline news

‘IndIan CIvIl avIatIon—BenefIts 
Beyond Borders’

The Minister of Civil Aviation P. Ashok 
 Gajapathi Raju said that India needs to cor-
rect its weaknesses to grow in the aviation 
sector as it is one of the few countries in the 
world that has such diversities in culture, 
heritage, language and natural beauty.

Inaugurating an Aviation Summit ‘Indi-
an Civil Aviation – Benefits beyond Borders,’ 
organised by the PHD Chamber’s Civil Avia-
tion Committee, he said that efforts should 
be mounted to realise the full potential in all 
segments of Indian economy including civil 
aviation. The new civil aviation policy will 
help it achieve its potential within India. 

The Ambassador of Turkey in India Dr. 
Burak Akcapar said that air linkages between 
India and Turkey should grow further to 
include both cargo and passenger movements. 
Turkey is keen to be a part of the ‘Make in 
India’ endeavour and is keen on technology 
transfer between the two countries. He was of 
the view that remote and regional connectivity 
will bring in more Turkish tourists into India.

Gopal Jiwarajka, Senior Vice President, 
PHD Chamber, said that the need of the 
hour is for Indian aviation business to grow 
to ensure a well rounded regional economic 
growth of the country. Regional aviation 
expansion is the next big frontier.

The Chairman of the PHD Civil Aviation 
Committee K.Narayana Rao said that it was 
imperative to make use of existing airports 
and to introduce smaller 20 to 40-seater 
aircraft while simultaneously making it 
viable for airlines to fly on these routes. The 
ministry could evolve a formula seeking two 
per cent interest subvention for the purpose, 
providing an inter subsidiary from the pro-
posed Regional Connectivity Fund.

Vipin Vohra made a presentation on 
‘Freight Forwarding, Air Cargo and Logis-
tics Sector’ sharing the lacunas and urgent 
requirements of this vital sector. Bhupesh 
Joshi of Club One Air shared a swot analysis 
on the dynamics of how India connects and 

travels and how the trends are changing. 
He also underlined the need for a robust 
regional connectivity framework to boost 
economic growth.

A knowledge report on ‘Regional & 
Remote Connectivity in India’ prepared by 
Auctus Advisors was released on the occa-
sion. Manish Chheda, Managing Director 
of Auctus Advisors gave details of the same. 
Anil Khaitan, Vice President, PHD Chamber, 
proposed a vote of thanks.

IndIGo JoIns 100-Plane-fleet CluB
IndiGo has joined the ranks of Air India and 
Jet Airways and has achieved a fleet size 
of 102 aircraft. Air India and Jet Airways 
have 118 and 115 aircraft in their fleets 
respectively. IndiGo has 430 Airbus A320neo 
on order which will be delivered till 2026. 
Unfortunately, deliveries of A320neo will be 
delayed because of “industrial reasons.” In 
2005 IndiGo had ordered 100 A320 planes all 
of which were delivered by end of 2014. The 
100th aircraft from that order was delivered 
to the airline last year, but its fleet size 
remained below 100 till now. This is because 
the airline takes the planes on six-year lease 
and the aircraft are returned on end of lease 
term. In 2011 the airline ordered 180 planes 
and deliveries were due to begin from this 
month. This was followed by an order for 
250 A320neo this year. IndiGo took 12 A320s 
on lease from Tigerair Mandala this year 
and is exploring further leasing options due 
to delays in delivery from Airbus.

sPICeJet to offer door-to-door CarGo 
delIvery servICe

SpiceJet is planning to launch a door-to-
door cargo delivery service as it seeks to 
explore other revenue streams amid a turn-
around plan. The airline is in the process 
of setting up the required infrastructure for 
the service, which is expected to be rolled 
out this fiscal. SpiceJet has already placed an 
order for 100 sub-three tonne trucks with a 
leading Mumbai-based commercial vehicle 
maker, besides leasing commercial space for 
40 warehousing facilities across the country. 
“The proposed service is in the planning 

phase. We are working on it and are hoping 
that we launch the service within this fiscal,” 
an airline source said.

According to SpiceJet, domestic cargo 
is logging a 15 to 17 per cent year-on-year 
growth. Coming back from the verge of clo-
sure in the late 2014, SpiceJet has remained 
profitable for four straight quarters since 
the change of ownership in January last 
year. Registering its highest ever quarterly 
profit, SpiceJet posted a net profit of `238.40 
crore for the three months period ending 
December 2015. In the year-ago period, it 
had incurred a net loss of `275.03 crore. On 
the economic viability of the plan, another 
source said, “Initial estimates suggest that 
the new business could be profitable given 
the fact that the airline is already carrying 
cargo on its passenger flights.”

IndIan CarrIers threaten leGal aCtIon
IndiGo, Jet Airways, SpiceJet and GoAir, four 
of the India’s airlines in the private sector 
that together control over 90 per cent of the 
industry, have threatened to take the govern-
ment to court if the Draft National Civil Avia-
tion Policy, which they feel is crafted to ben-
efit only the two newly established airlines, is 
finalised without taking their concerns into 
account. Their collective focus is primarily on 
three issues namely the proposed abolition 
of the 5/20 rule, which requires a domestic 
carrier to have five years of domestic flying 
experience and 20 aircraft in its fleet before 
it can fly to overseas destinations, auction-
ing of bilateral rights and lifting the foreign 
ownership cap on domestic airlines above 49 
per cent. The affected carriers demand a level 
playing field. As per a noted jurist, “The af-
fected carriers would be entitled to challenge 
the decision of the government in the court 
on grounds of hostile discrimination and 
infringement of their fundamental right”.

(  Airline finAnce

Jet reCords Quarterly ProfIt
The Naresh Goyal-led Jet Airways reported 
a stand-alone net profit of `467 crore for the 
three months period October to December 
2015, a significant increase from `63 crore a 
year ago. This profit is driven by higher levels 
of traffic and lower fuel costs. For the second 
largest airline, this is the third consecutive 
quarter of profits and a record in recent 
years. The carrier said that the robust num-
bers further validate its turnaround plan, 
which was unveiled after its part equity sale 
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to the UAE carrier Etihad in 2013. Chairman 
Naresh Goyal attributed “the record profit 
to the overall strong financial performance 
arising from several initiatives undertaken to 
improve productivity and efficiency”.

InCrease In aIrlInes revenue 
rePorts Iata
The revenues earned by airlines per kilo-
metre on an international passenger grew 
by 6.5 per cent last year, while it was 6.3 
per cent for domestic services, an Interna-
tional Air Transport Association report has 
said. For the international sector, it was 
fastest pace since 2010 and well above the 
ten-year average annual growth of 5.5 per 
cent. “While the economic backdrop was 
weaker in 2015 compared to the previous 
year, passenger traffic received a strong 
boost from lower air fares. After adjusting 
for distortions from the rise in the value of 
the US dollar, global airfares in 2015 were 
approximately five per cent lower than in 
2014,” the report said. Total traffic growth 
outstripped the rise in capacity and the 
global load factor reached an all-time high 
of 80.3 per cent in 2015. The passenger load 
factor increased for carriers in all regions 
except the Middle East, where capacity 

growth exceeded a ten per cent increase in 
passenger traffic. In the domestic market, 
the report said there was a wide dispersion 
in performance by market. The Indian and 
Chinese domestic markets led the way, with 
both registering impressive annual growth. 
“Last year’s very strong performance, 
against a weaker economic backdrop, 
confirms the strong demand for aviation 
connectivity. But even as the appetite for air 
travel increased, consumers benefited from 
lower fares compared to 2014,” said IATA’s 
Director General and CEO Tony Tyler.

GoaIr IPo lIkely next fIsCal as It 
awaIts ClarIty on a320neos
Indian low-cost carrier GoAir plans to come 
out with its initial share sale offer in the 
next financial year amid uncertainty over 
delivery of new Airbus aircraft, key for the 
no-frills carrier’s growth strategy. The air-
line originally was looking to hit the capital 
market in the current financial year, which 
saw budget carrier IndiGo’s blockbuster 
initial public offering (IPO). Sources said 
GoAir is still awaiting clarity on the delivery 
of 72 Airbus A320neo planes before taking a 
final decision on the IPO’s timing. Delivery 
of the aircraft was to start from April this 
year. While the Wadia group airline has not 
officially made its IPO plan public, sources 
said GoAir would be looking to raise around 
`1,000 crore. GoAir’s ambitious fleet expan-
sion plans have taken a hit with European 
aircraft maker Airbus recently indicating a 
potential delay in the delivery schedule for 
A320neos due to some “industrial reasons”. 
Apart from aircraft delivery schedule, GoAir 
would also be taking into account market 
conditions before deciding on the IPO tim-
ing, sources said. The IPO would help the 
carrier raise funds for international opera-
tions, which it would start after building up 
fleet strength to a minimum of 20 planes.

(  regulAtory AffAirs

lICensInG of aIrPorts Mandatory 
for oPeratInG CIvIl flIGhts
Inspection by the Directorate General of 
Civil Aviation (DGCA) has revealed that 
safely standards at some of the civil airports 
were below the desired level. In order to 
enhance air safety, the government has 
decided that from next year, i.e. January 1, 
2017, scheduled flights will be permitted to 
operate only from those aerodromes that 
are licensed by the DGCA. While vari-

ous safety norms are already in place, the 
requirement for licence would also be ap-
plicable to all aerodromes including defence 
aerodromes, in case they have scheduled 
flight operations. This decision would 
strengthen the regulatory framework in 
terms of ensuring safety and security of air-
ports. As per a senior Civil Aviation Ministry 
official, the decision in this regard has been 
taken after long and extensive discussion 
with the Ministry of Defence.

There are 476 airstrips/airports in the 
country including those owned by the Air-
ports Authority of India (AAI), state govern-
ments, defence and private parties, among 
others. Out of them, about 75 have sched-
uled operations. Out of the 125 airports 
owned by AAI, around 95 were operational 
and 71 had scheduled operations as of July 
2015. There are about 18 civil enclaves.

(  Mro

GulfstreaM servICe Centre aPProved 
By Qatar
Gulfstream Aerospace has said it has 
recently earned Approved Maintenance 
Organisation (AMO) status from the Civil 
Aviation Authority of Qatar. Qatar granted 
AMO status to Gulfstream’s maintenance 
facilities in Savannah and Luton, Eng-
land. Any Gulfstream aircraft registered 
with Qatar’s Civil Aviation Authority can 
undergo maintenance, repairs, modifica-
tions and inspections at those two service 
centres. The designation coincides with 
Gulfstream’s recent delivery of a G650ER, 
the first of up to 30 aircraft expected to be 
delivered to Qatar Executive, the business 
jet division of Qatar Airways. Gulfstream 
Service Centres have also received main-
tenance approval from Brazil, Caymen 
Islands, India and Hong Kong.

aIr IndIa to outsourCe ManaGeMent 
of oPeratIons of naGPur Mro
Air India had invited expression of interest 
(EOI) from private parties to operate and 
manage its airframe maintenance, repair 
and overhaul (MRO) facility at Nagpur. As 
per the national carrier Air India, companies 
that can maintain and overhaul Airbus and 
Boeing aircraft as well as their components 
and are interested to operate, maintain and 
manage airframe MRO business on revenue 
sharing basis or similar models, had the 
option to respond to the invitation for EOI. 
Air India, however, continues to remain the 
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Palexpo, Geneva, Switzerland
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owner of the MRO facility. With around 400 
aircraft of different models of Airbus and 
Boeing family, operated by Indian operators 
in the country and by other airlines of coun-
tries in the region, Air India believes that it 
provides enormous business potential for its 
airframe MRO.

(  industry news

aIrBus to suPPly 118 aIrlIners to 
Iran aIr
During the state visit of the Iranian Presi-
dent Hassan Rouhani to France, Iran signed 
an agreement with Airbus Industrie for the 
acquisition of 118 aircraft critical to its fleet 
renewal plans. The order includes 21 A320ceo 
family jets, 24 A320neo family jets, 27 A330ceo 
family jets, 18 A330neo jets, 16 A350-1000s 
and 12 A380-800s. The order also includes 
training packages for pilots and maintenance 
personnel as well as support services critical 
to the new fleet’s entry into service.

In addition to the agreement for airlin-
ers, Iran’s Minister of Roads and Urban 
Development, Dr Abbas Ahmad Akhoundi, 
signed a comprehensive cooperation 
agreement with the Europeans, which will 
see Iran’s civil aviation infrastructure and 
regulatory oversight overhauled and mod-
ernised. Among the areas involved in the 
deal are Iran’s air navigation services, airport 
and aircraft operations, regulatory harmoni-
sation, technical and academic training, as 
well as MRO and industrial cooperation.

eMPloyMent oPPortunItIes In IndIan 
avIatIon seCtor
A study conducted for the Ministry of 
Civil Aviation indicates that the rapid and 
sustained growth in the Indian civil aviation 
sector will help generate at least 9.77 lakh 
direct and around 30 lakh indirect jobs by 
2035. In a best case scenario, it could rise 
to 11.21 lakh jobs at a time the number of 
passengers are likely to rise to at least 876 
million, 4.6 times the 190.1 million recorded 
last year. The cargo volume is expected to 
increase to 9.16 million tonnes from 2.5 
million tonnes at present, while the aircraft 
movements are expected to grow at eight 
per cent in the period 2015 to 2035 and reach 
75.6 lakh by the end of the next decade. The 
report said that India might require 39,000 
pilots and co-pilots by 2035 from the existing 
around 5,000. The demand could rise to 
13,000 by 2020 and to 20,000 in 2025. There 
is a need for 68,000 cabin crew in 2035 while 

in 2020, it could be 22,000 and 34,000 in 2025. 
With the extremely large number of aviation 
professional that are required, the need of 
the hour is to have a unified vision on train-
ing. According to the study report, a National 
Civil Aviation Training Entity should be 
established that would oversees all training 
related activities for the civil aviation sector.

fInal asseMBly of aIrBus a350-1000 
CoMMenCed

European aerospace major Airbus has begun 
final assembly of the first A350-1000 at the 
A350 XWB Final Assembly Line (FAL) at 
Toulouse, France. The A350-1000 is the largest 
variant in the current A350 XWB family. Nearly 
74 metres in length, it will have the capacity 
to carry 366 passengers in a typical three-
class configuration. The aircraft is intended 
to replace the A340-600 and compete with 
the Boeing 777. The company has confirmed 
orders for 181 aircraft from ten customers with 
Qatar Airways being the launch customer. 
This A350-1000, the first of three flight test 
aircraft to be built, is scheduled for its maiden 
flight before the end of 2016. Delivery of this 
aircraft is expected to commence in the 
middle of next year. To ensure that the produc-
tion remains on schedule, Airbus has added 
three additional final assembly stations. For 
maximum flexibility, all stations in the A350 
XWB FAL can be used for both models.

(  generAl AviAtion

IntroduCtIon of aMPhIBIous aIrCraft 
servICe
Indian Central Government is working on 
a proposal to ply an amphibious aircraft on 
the Ganga between Varanasi and Kolkata 
and has a target of developing 111 water-
ways in the country. “My target is to de-
velop waterways in rivers. The Parliament 
has given the consent to such five inland 
waterways in which Ganga and Brahma-
putra are included. The target is to develop 
111 such waterways. “There will be trade 
up to Bangladesh and Myanmar through 

waterways. An amphibious aircraft will be 
operated between Varanasi and Kolkata. It 
will be a cheaper mode of transport,” Union 
Minister Nitin Gadkari said at a public 
meeting. “The 620-km-long Farrakha to 
Patna inland waterway will be completed in 
six months,” he said.

drones to helP resCue PeoPle lost In 
the wIld
Scientists have developed an artificial intel-
ligence software for drones to autonomously 
recognise and navigate through complex 
environments, and help quickly rescue people 
lost in forests and mountain areas. Drones 
with advanced capabilities could soon be 
used in parallel with rescue teams to assist in 
the search for people lost in the wild. Every 
year, thousands of people lose their way in 
forests and mountain areas. Since drones are 
inexpensive and can be rapidly deployed in 
large numbers, they substantially reduce the 
response time and the risk of injury to missing 
persons and rescue teams alike. Researchers, 
including those from the Dalle Molle Institute 
for Artificial Intelligence and the University 
of Zurich developed a software that allows 
drones to autonomously detect and follow 
forest paths. “While drones flying at high 
altitudes are already being used commercially, 
these machines cannot yet fly autonomously 
in complex environments, such as dense 
forests,” said Davide Scaramuzza from the 
University of Zurich. sP

BoeInG
On February 4, 2016, Boeing announced 
the appointment of Brett Gerry as Presi-
dent of Boeing Japan, effective April 1 this 
year. He will be based in Tokyo and will be 
reporting to Marc Allen, President, Boeing 
International.

esterlIne CorPoratIon
On March 7, 2016, Esterline Corporation 
announced the appointment of Rama 
Prasad  as Vice President and Managing 
Director of the company.

GulfstreaM
Gulfstream Aerospace Corporation has 
recently named Walter Stark as Regional 
Vice President of Sales for Southern 
Europe. He reports to Trevor Esling, 
Gulfstream Regional Senior Vice Presi-
dent, International Sales for Europe, the 
Middle East and Africa.

appointmEnts
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AVIATION POLICY

CHALLENGES 
FOR  
INDIAN  
CIVIL 
AVIATION
The Civil Aviation Policy must begin 
by looking at the regulatory and fiscal 
framework that would ensure that all 
stakeholders are aligned to enhance the 
two identified key issues of air safety and 
financial viability

T
he hearTening news is that in the near fu-
ture, the Indian air traveller is going to be better con-
nected to more destinations and have more options to 
choose from. We will also see an increase in the num-
ber of commercial aircraft flying and the number of 
airlines operating. The aviation industry is a complex, 
hyper-dynamic, high-tech behemoth where there is 

zero tolerance for error. It has spawned, like most other industries, 
its own groups, cliques and power centres that at times, pull in direc-
tions that have a detrimental effect on the entire industry. This article 
is aimed at bringing into focus some of the challenges that confront 
present-day civil aviation in India and to help the appropriate author-
ity in ensuring more efficiency with higher standards of safety.

Key issues. Paramount amongst all issues, when talking of 
aviation, is one of air safety. In the past few years, there have been 
a number of fatal accidents snuffing out hundreds of innocent 
lives. Many of these accidents could have been avoided if plan-
ners, managers and regulators had a better understanding of the 
dynamics of the man-machine interface. Indian airspace is going 
to see an increase in the number of aircraft flying, hence air space 
management, arrivals and departures at airports must be made 
more efficient for safe operations.

Probably the next most important issue is the one of finance. 
We at times feel rather shy of acknowledging that financial viabil-
ity is essential for all concerned. Once this is accepted optimi-
sation of resources will become the normal way of life, as would 
competence and efficiency.

The Pillars. The Ministry of Civil Aviation is making val-
iant attempts at addressing the many issues involved and needs 
the support of individuals and companies who have the knowl-
edge but do not carry the baggage of vested interests. The plan-
ners and decision makers have to face the harsh reality of dealing 
with a relatively unknown subject and with those who have the 
knowledge and experience, unable at times, to break the shackles 
of their own affiliations. Presently in India, the base of the Civil 
aviation industry rests on three managerial pillars that have the 
task of policy formulation, regulation and facilitation. These are:
l	 Ministry of Civil Aviation (MoCA)
l	 Directorate General of Civil Aviation (DGCA)
l	 Airports Authority of India (AAI)

The other ‘pillars’ are the various operators that are:
l	 Scheduled Airlines
l	 Regional Airlines
l	 Non-Scheduled Operators
l	 Flying Training Organisations (FTOs)
l	 Maintenance, repair and overhaul (MRO) organisations

Each of these pillars needs to be examined to assess and 
ensure that they can perform their tasks. A conducive atmo-
sphere is needed for the anticipated growth of the sector to take 
place. A quick peep into the functioning of ‘the pillars’.

MoCa. The MoCA needs to internally review the new Civil 
Aviation Policy to ensure that all the ‘pillars’ are equally strength-
ened to keep the base from toppling. The Civil Aviation Policy 
must begin by looking at the regulatory and fiscal framework that 

by Charles James Weir
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would ensure that all stakeholders are aligned to enhance the 
two identified key issues of air safety and financial viability. The 
financial burden must be equally spread to ensure that no single 
‘pillar’ is over laden. Therefore, taxation and expenditure must be 
controlled and monitored to ensure sustainability. Eventually, the 
citizens pay, either by way of tax or airline tickets.

DgCa. In India, the organisational structure for control of 
civil aviation flows from the MoCA under the Government of 
India (GoI). The Regulator is the DGCA which functions under 
the MoCA. It is the DGCA which is mandated and empowered 
to formulate policy, ensure compliance, facilitate and promote 
civil aviation. This is a crucial mandate and the DGCA plays 
a vital role in every aspect of a company operating an aero 
plane. The aviation sector is growing in India and the GoI must 
ensure that the regulator is competent to play a visionary role 
in ensuring that the many issues that can fuel the growth of the 
industry are addressed.

Both the key issues of air safety and financial viability will 
only be addressed by a regulator if the policy makers have a clear 
understanding of the different ‘pillars’ that it is going to regulate. 
Unfortunately, the selection of the post holders in DGCA has been 
very random with scarce regard being given to the “competence” 
of the appointed post holder. Work experience or flying experi-
ence are conspicuous by their absence. It is not surprising then 
that the post holders are not in a position to understand even the 
most trivial of professional flying matters. One wonders then as 
to how the regulator would perform its key function of ensuring 
safe operations and financial viability in the context of planning 
and regulation.

airPorTs auThoriTy of inDia (aai). The AAI, under 
the MoCA provides the critical infrastructure to ensure smooth 
transit of flights from departures to arrivals and of passengers 
at terminals. The problem is that the concentration has been on 
passenger transit facilities whilst the much more critical issue of 
aircraft departure, arrival and en route facilities have been given 
less attention. The impact of this is that as the density of flights 
increases, as it will in the near future, so will the delays and pas-
senger comfort. Large sums of money are being spent by AAI on 
having new passenger terminals without analysing the data of 
actual passenger flow.

The need of the hour is for AAI to have more thought and 
finance spent on providing better terminals and approach aids to 
facilitate smoother flow in higher traffic density scenarios espe-
cially during bad weather. A case in point is Vadodara Airport 
which has a new multi-crore terminal being built, when the exist-
ing terminal was adequate for projected passenger density. But 
Vadodara does not even have an approach radar. Such examples 
abound in the corridors of AAI, with no check on the misuse of 
taxpayers’ money. The Comptroller and Auditor General (CAG) 
must look into the absolute misuse of large funds by the AAI as 
eventually all these expenses add to the price the citizen has to 

pay for flying. The bigger issue, however, is that in the absence of 
navigational aids, operations are conducted in sub-optimal con-
ditions where the first casualty is air safety.

sCheDuleD airlines. Managements of airlines need to 
become more efficient in their functioning. It is seen that in the 
same environment one airline posts profits while another stalls 
financially. The reasons for failure revolve around poor conceptu-
alisation and horrific human resource management techniques. 
When a management fails to understand human factors and 
adopts policies where the human element is ignored, problems 
are bound to surface. 

A major flaw in some of the airlines which collapsed was the 
adoption of a policy which based its financial model on a low-cost 
concept. The attempt to sell this idea led to some very dangerous 
misconceptions and should have actually been disallowed by the 
regulator. These operators attempted to mislead the Indian citi-
zen by projecting that flying is very cheap and this took the indus-
try up the garden path. At the outset the regulator should have 
stepped in but that did not happen and the airline(s) collapsed.

What some of us do not realise is that in the period before 
an airline actually stops operation due to a financial reason, it 
goes through a period of a financial crunch. Salaries are not paid, 
maintenance short cuts are taken and safety is compromised, 
putting innocent lives at risk. There is no such thing as low-cost 
in aviation. There is, however, optimum pricing which is very 
competitive in the travel scenario and gives the passenger a time-
saving alternative when compared to travel by surface transport. 
Saving time is saving money.

regional airlines. This is a sector which has the highest 
growth potential and needs to be encouraged and supported by 
putting in place policies that give the right incentives. The folly 
that the operators need to avoid is to follow the path chosen by 
some operators who did not have even the basic research correct 
on the traffic densities.

non-sCheDuleD, PrivaTe oPeraTors anD 
fTos. The DGCA needs to be commended in this area as there 
has been a concerted effort to improve the operations of all these 
three ‘pillars’. The most significant of these is the FTOs who actu-
ally provide a bulk of the pilots to the industry. The FTOs too 
have been forced to pull up their socks and this approach must be 
applied to all the ‘pillars’ of this structure. Initial and subsequent 
pilot training is a crucial factor directly impacting safety and the 
correct steps are being taken to ensure that there are no compro-
mises in this area.

Mros. The MRO sector is another core area with considerable 
potential. Here too, there is need to have a policy which supports 
the establishment of very high cost infrastructure. The increase in 
projected number of aeroplanes in India will most certainly lead 
to an increase in the requirement of MRO facilities.

ConClusion. At the end of the day, it is the right of the citi-
zens of this great country to be given a world-class aviation sector 
which is recognised as an ‘engine of growth’. The onus of striking 
a balanced and regulated growth rests on the MoCA. However, 
professionals in the industry must take an overview outside their 
own narrow boxes to create win-win situations for all the players 
and stakeholders. SP

The neeD of The hour is To have 
More ThoughT anD finanCe 
sPenT on ProviDing beTTer 
TerMinals anD aPProaCh aiDs
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TAXING TAXES
A more enlightened and effective taxation policy can enable the Indian civil aviation 

industry soar to greater heights

W
ith a market size of around 
$16 billion, the Indian aviation in-
dustry, which is the ninth largest 
civil aviation market in the world, 
is forecast to be the third largest 
by 2020. There is much discussion 
and debate in the industry regard-

ing the steps that the government can and must take to realise 
this potential and ensure robust growth. More often than not, 
infrastructure development and a clear and defined policy are 
cited as key levers to provide the desired impetus to the civil 

aviation industry. However, in order to develop infrastructure 
and fund other public development work, it is crucial for any 
government to levy tax in various forms. But it is equally impor-
tant to take into account the impact of the tax structure could 
have on the industry.

The tax structure formulated by the government not only 
directly affects the bottom line of any company, but also can 
make the domestic industry segment attractive or unattractive 
when compared to international economies. This article high-
lights some of the key tax issues with respect to the Indian civil 
aviation industry that can enable it to soar to even greater levels.

by Nupur Sarraf
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tax on aviation turbine Fuel (atF). Fuel cost con-
stitutes the largest component of operating costs for airlines and 
any revision to taxes levied on ATF directly impacts their finan-
cial performance. Presently, all the states charge value added 
tax (VAT) on ATF which ranges from one to 30 per cent making 
operations for the domestic carriers more expensive as compared 
to airlines that have the facility to pick up ATF internationally. 
Thus, the Indian domestic carriers are at a tremendous disadvan-
tage when compared to carriers operating on the international 
segment. This is reflected in the weak margins for airlines and 
rationalising this policy can alleviate this pressure for airlines. 
For instance, an airline such as IndiGo stands to save almost 
`4,00,000 to 4,50,000 each year for every Indian rupee reduction 
in the per litre price of ATF. Rationalising the tax structure for 
ATF can serve as a driver of profitability for airlines which then 
flows to all elements of the value chain.

tax on ‘sale and lease back’. With the increasing 
popularity of ‘Sale and Lease Back’ of airplanes, lease rental pay-
ments by airlines that are linked with the operating leases are now 
commonplace. Until 2007, the airlines were exempt from income 
tax levied on lease rental payments made to foreign lessors. How-
ever, after the withdrawal of exemption from income tax levied 
on these payments since this date, all payments to foreign lessors 
are now taxable. In a cash-strapped industry, withdrawal of this 
exemption has substantially increased the pressure on the cash 
outflow of airlines.

restrictions on Foreign borroWing. The air-
line industry is a capital-intensive industry and requires large 
amounts of funds for acquiring assets as well as to sustain work-
ing capital. A majority of this funding requirement is met through 
foreign borrowings thereby making the liability of payment of 
interest a major financial burden for the airlines. Till 2001, inter-
est payable on foreign borrowings was exempt from taxation. 
However, this was then withdrawn making competitive foreign 
borrowings unattractive to the Indian airlines. Easing of or elimi-
nating the tax on foreign currency loans will provide the airlines 
an access to cheaper funding, thereby reducing their interest bur-
den and help them improve their overall financial performance.

service tax on air tickets. In addition to the taxes 
listed above, since 2012, service tax is charged on the full amount 
of the air ticket with an abatement of 60 per cent. This compo-
nent of tax levied is ultimately passed on to the passengers and 
drives up the price of tickets. The Indian market is extremely 
price-sensitive and thus this has a detrimental effect on the flying 
public. Often the decision between modes of transport, especially 
rail and air, boils down to price and with this, several travellers 
choose the cheaper option, in most cases rail travel. An increment 
in the available abatement or easing the tax rates would not only 
help bring down ticket prices but also stimulate demand.

airport Fees. To top it all, several airport taxes in the form 
of user development fee (UDF) and/or airport development fee 
(ADF) are levied at present. UDFs and ADFs are imposed with the 
view of helping an airport operator recover the cost pertaining 
to development and maintenance of an airport as a part of their 
guaranteed return on equity. However, there is a large difference 
between the intent and impact of these taxes. While the intent 
is to spur the growth of aviation through speedy infrastructure 
development, the impact in many cases is that these taxes being 
somewhat exorbitant are inclined to dampen demand. Often, the 
UDF, ADF and related taxes constitute 20 per cent or more of the 
price of the ticket and these costs are passed on directly to the 
passengers, driving up the ticket prices. Rationalising these would 
lower air ticket prices, enabling more people to fly. 

taxes on mro. With all airlines adding capacity and 
expanding their fleets, the requirement to maintain this fleet is 
growing as well. Currently, a VAT of 12.5 to 15 per cent is levied 
on aircraft parts imported by maintenance, repair and opera-
tions (MRO) service providers. Furthermore, the tax is levied on 
the selling price and not on the cost price. When clubbed with 
service tax, it brings the total tax component to be around 20 
to 22 per cent. Additionally, in case an MRO activity is under-
taken in India, a service tax of 12.36 per cent is levied, whereas, 
in case such repairs are undertaken outside India, no such tax 
is charged which makes Indian MRO industry uncompetitive as 
compared to neighbouring countries. Indian carriers are already 
using facilities at Dubai, Sri Lanka, and Singapore for their MRO 
requirements. Rationalising the tax structure on MRO can help 
promote this segment of the civil aviation industry in India as 
well as attract foreign airlines, consequently leading to addi-
tional economic output and employment.

the Final Word. These key elements of tax policy as 
highlighted above are currently acting as a detriment to India 
realising its full potential in the civil aviation industry. With 
passenger traffic growing at six to eight per cent and is fore-
cast to reach 100 million passengers by 2020, it is all the more 
important for the government to give a deliberate and definite 
focus on tax policy. The macroeconomic factors including a 
young population, a growing economy, declining deficit and a 
surge in demand are all aligning in India’s favour. Accordingly, 
this is the time for the Indian civil aviation industry to ascend 
to greater heights. A more enlightened and effective taxation 
policy can enable the Indian civil aviation industry soar to 
greater heights. SP

The writer is a certified financial analyst (CFA) and 
currently an independent consultant. A technology 
enthusiast, she has worked as Aviation Consultant and 
Advisor with CAPA where her work involved extensive 
financial analysis, benchmarking and pre-IPO research.

the airline industry is a capital-
intensive industry and requires 
large amounts oF Funds For 
acquiring assets

rationalising the tax structure 
on mro can help promote this 
segment oF the civil aviation 
industry in india



• SP’S AIRBUZ • Issue 2 • 2016 Gwww.spsaIrbuz.com12

industry airlines

Today, even while the percentage of India’s population travelling by air has gone up to 
nearly three, the level of penetration is still pitifully low

S
ince itS liberaliSation commenc-
ing in the early 1990s, despite the numerous 
impediments, the Indian airline industry has in-
deed come a long way. Traditionally, air travel was 
expensive and was seen as a privilege restricted to 
the elite and affluent sections of the society. The 
result was that even 25 years ago, less than half a 

per cent of the population of India was able to afford the luxury 
of air travel.

The origins of the Indian airline industry, whose foundations 
were laid by private entrepreneurs, can be traced back to 1929. 
The industry came under the control of the government after it 
was nationalised in 1953. This left only the two state-owned car-
riers on the scene, who with their subsidiaries, monopolised the 
Indian skies. These were Indian Airlines renamed later as ‘Indian’, 
that operated in the domestic sector and Air India International 
that operated in the international segment. In March 2007, the 
two state-owned airlines were merged to form the National Avia-
tion Company of India Limited (NACIL); but continued to oper-
ate as a single entity under its brand name Air India. Incidentally, 
the decision of the government to merge the two, has been a sub-
ject of controversy from the word ‘go’ and many of the problems 
that the national carrier Air India is afflicted with today are being 
attributed to the merger which is as yet incomplete.

Deregulation of the inDian airline inDuS-
try. In the wake of the economic reforms initiated by the Con-
gress Government in the 1990s headed by Prime Minister P.V. Nar-
asimha Rao, the civil aviation sector was deregulated opening the 
doors for the entry of private carriers and ending the monopoly of 
the state-owned carriers Indian Airlines and Air India. Soon after, 
a number of full-service carriers in the private sector ventured 
on to the scene to compete initially with only the state-owned 
domestic carrier Indian Airlines. The competition was restricted 
to the domestic sector as to fly on the international segment, a 
newly established airline would have to have a minimum of 20 
aircraft in its fleet and five years of operations in the domestic 
segment. This is referred to as the ‘5/20 rule’ over which there has 
been raging controversy especially in the recent past and which 
continues with increasing ferocity even today.

emergence of low-coSt airlineS. The airline busi-
ness in India, however, witnessed a major turning point in 2003, 
when Captain G.R. Gopinath ushered in the concept of low-cost 
air travel with the launch of his Bengaluru-based budget carrier 
Air Deccan. This bold and novel experiment served to bring within 
reach the facility of air travel to the less affluent sections of soci-
ety. Following the establishment of the path-breaking Air Deccan, 
a number of new low-cost airlines arrived on the scene providing 
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the air traveller a dynamic and vibrant industry with a wide range 
of options. Today, even while the percentage of India’s population 
travelling by air has gone up to nearly three, the level of penetra-
tion is still pitifully low given factors such as the size of the coun-
try, its rapidly growing population, the rate of economic growth, 
rise in income levels and the growing demand for enhancement 
of regional connectivity. The last factor will bring the facility of air 
travel to large segments of society that so far have remained iso-
lated from the opportunity to avail of air travel. The potential for 
growth in the airline business in India is clearly immense.

turmoil in the airline inDuStry. In the last two-
and-a-half decades, a number of carriers in the private sector that 
were unable to manage their respective business models, failed 
to survive in the highly competitive as well as a somewhat hostile 
business environment. These unfortunately had to close down or 
were bought off by other financially stronger players, casting an 
ominous shadow on the viability of the airline business in India. 
Sahara was taken over by Jet Airways in January 2006 and Air Dec-
can was acquired by the high profile Kingfisher Airlines in 2007. 
Later, somewhat unexpected as well as intriguing was the closure 
of Kingfisher Airlines set up by the glamorous Vijay Mallya and 
ought to have had powerful support from the financially affluent 
UB Group. Similar was the case with Paramount Airways that was 
launched by a powerful business house of South India.

the inDian airline buSineSS toDay. Today, with a 
market size of around $16 billion, India ranks as the ninth largest 
civil aviation market in the world. The rate at which it is growing, 
by 2020, the Indian airline industry is expected to be able to live 
up to the expectations of analysts to be the third largest in the 
world. From being regarded as an exclusive privilege for the elite, 
today the Indian airline industry is seen as serving the masses 
and is accepted as a real catalyst for economic growth.

Over the last two-and-a-half decades, the Indian airline indus-
try has registered significant growth and as per data available on 
the official website of the Directorate General of Civil Aviation 
(DGCA), the number of carriers in the private sector including 
cargo airlines, holding Scheduled Operator’s Permit has grown 
and stands at 15. However, the journey for the Indian airlines 
industry over the last 25 years has not been without its trials and 
tribulations. Inadequate airport infrastructure has been a major 
impediment to the enhancement of the regional connectivity net-
work thus stunting the growth of regional aviation.

Price of aviation turbine fuel (ATF), that constitutes around 
45 per cent of the operating cost of an airline, has been inordi-
nately high especially when compared to the prices prevailing 
in the region. This quite obviously places the Indian carriers in 
a disadvantageous position vis-à-vis their foreign counterparts 
who operate through Indian airports, but have the option to 
refuel abroad at a much lower cost. The price of ATF has been 
high not only on account of the escalating international price of 
crude but also on account of the levy of both central and state 

taxes which have been unreasonably high. The Indian carriers 
have also been facing numerous regulatory barriers on account 
of archaic rules imposed by an outdated regulatory agency. The 
state-owned Air India is the only airline which, unlike the airlines 
in the private sector, has been having a smooth ride thanks to 
life support by way of massive infusion of funds provided by the 
Central Government.

improving economicS. But things are beginning to 
change. Fortunately for the Indian airline industry, the global 
price of crude began its downslide a couple of years ago. From 
a peak of $145 a barrel in July 2008, the price of crude has now 
dropped to under $30 a barrel. The airline industry, however, has 
not been able to derive full advantage of the drop in international 
price of crude on account of the various taxes and excise duty 
imposed by the government that continue to remain high. Never-
theless, there has been partial relief for the airlines as evident in 
their overall performance in the recent past.

As per data released by the DGCA, in the period January to 
December 2015, the airlines altogether carried 810.91 lakh pas-
sengers in the domestic segment as against 673.83 lakh during 
the corresponding period of previous year thereby registering a 
healthy growth of 20.34 per cent. Lower air fares offered by air-
lines are seen as the primary catalyst in the spurt in air travel. In 
the year 2014, the passenger traffic had increased by 9.7 per cent 
over the previous year. In 2013, domestic air traffic had grown 
only by 4.4 per cent over 2012. As compared with passenger traffic 
in 2011, there was in fact a decline in 2012. Growth in freight traf-
fic as compared to passenger traffic has not been as impressive. 
However, analysts are of the view that freight traffic is expected to 
increase to 11.4 million tonnes by 2032.

reformS unDerway. Actions are underway to introduce 
the much-needed reforms to eliminate or mitigate the numerous 
regulatory barriers that the Indian airline industry often encoun-
ters. The first step the government is taking is to replace the DGCA 
with an autonomous and more empowered Civil Aviation Author-
ity (CAA). This has been on the anvil for some years and hopefully 
this will be a reality in the near future. Introduction of the CAA will 
make it easier for the airlines to conduct their business with greater 
ease than they are able to do under the present dispensation.

The other important action that is on hand is the formula-
tion of the new Civil Aviation Policy after an extensive consulta-
tion with the stakeholders. As a part of this exercise, the govern-
ment is contemplating the removal of the 5/20 rule, a proposal on 
which the Indian airline industry appears to be deeply divided. 

The three budget carriers—IndiGo, SpiceJet and GoAir—along 
with the full-service carrier Jet Airways, are opposed to the change 
being contemplated in the existing regulation related to opera-
tions by domestic carriers on international routes. AirAsia India 
and Vistara, the two carriers newly established in partnership with 
Tata Sons, the all-powerful business house in India, are adversely 
affected and are in support of the proposal to do away with the 
rule that they believe is incongruous and is not followed by any 
other country in the world. The group of the four Indian carriers, 
who have already borne the brunt of the 5/20 rule, is of the view 
that this proposal is meant to benefit the two new carriers and as 
such its removal is not just and fair. They have even threatened 
to drag the issue to court. This will be not only unhealthy for the 
image of the Indian airline industry but also an unfortunate devel-
opment for Indian civil aviation industry as well as the nation. sP

the rate at which the inDian 
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Regional aviation e190-e2 roll out

E190-E2 rolls out,  
sEts bEnchmark

With an investment of $1.7 billion, the E2 programme was launched in June 2013 
and reinforces Embraer’s commitment to continuously invest in its commercial aviation 

products as well as maintain market leadership in the segment of 70 to 130 seats
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O
n February 25 this year, Brazilian aero-
space major Embraer achieved a major milestone 
in the realm of commercial jets when it rolled out 
the E190-E2, the first E2 jet, Embraer’s second-
generation of the E-Jets family. The presentation 
ceremony was held at Embraer’s plant in São José 
dos Campos. Embraer, the world’s leading manu-

facturer of commercial jets up to 130 seats announced that the 
aircraft’s maiden flight would happen in the second half of 2016, 
with entry into service scheduled for 2018.

“Today we have taken another step into the future of Embraer 
commercial aviation with the world premiere of our second-gen-
eration E-Jets,” said Paulo Cesar Silva, President & CEO, Embraer 
Commercial Aviation. “I’m sure that as a result of this event, the 
market’s interest in the E2 will grow even further, increasing the 
commercial success of this programme throughout the world.”

With an investment of $1.7 billion, the E2 programme was 
launched in June 2013 and reinforces Embraer’s commitment to 
continuously invest in its commercial aviation products as well as 
maintain market leadership in the segment of 70 to 130 seats. The 
aircraft will have state-of-the-art engines, which, combined with new 
aerodynamically advanced wings, full fly-by-wire flight controls, and 
improvements to other systems, will deliver significant reductions in 
fuel burn, maintenance costs, emissions and external noise.

640 Orders and mOre. Since the E2 was launched, the 
programme has reached 640 commitments, 267 of which are firm 
orders and 373 of which are options and purchase rights, from 
both airline customers and leasing companies. Currently, the 
E-Jets are operating with about 70 customers in 50 countries and, 
with over 50 per cent market share, they are the global leader in 
the segment of aircraft with up to 130 seats.

Celebration time: Senior executives of embraer at the  
nose of the plane christening the e190-e2 with champagne
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“The rollout held today marks the completion of the assembly 
of the first E190-E2 and paves the way for the start of the tests that 
will lead to the first flight,” said Luís Carlos Affonso, Senior Vice 
President Operations & COO, Embraer Commercial Aviation. “We 
are delighted to reach this phase of the programme, considering all 
of the technical and economic objectives set out at its inception.”

This aircraft is the first of four prototypes that will be used in 
the E190-E2 certification campaign. Two additional planes will 
be added for the E195-E2 campaign, entry into service for which 
is expected in 2019, and three more will be used in the E175-E2 
campaign, which is scheduled to enter service in 2020.

The E190-E2 has the same number of seats as the current gen-
eration E190 and can be configured with 97 seats in dual class 
service or with 106 seats in a single class layout. Additionally, the 
range of the E190-E2 has been significantly increased over the 
current generation aircraft, by 400 nautical miles, with the capac-
ity to cover distances of 2,800 nautical miles.

Fully lOaded Features. The E190-E2 with 97 passen-
gers will give minus 16 per cent fuel burn per passenger compared 
to the E190. It is a fourth generation fly-by-wire aircraft offering 
better fuel efficiency and a smoother flight. The The E2 will take 
advantage of the FWB expertise developed by Embraer for the 
E-Jets, Legacy 500 and the KC-390. E2 three-axis closed loop sys-
tem improves aircraft stability during turbulence and provides 
complete envelope protection in all phases of flight. The system 
is also designed to maximise fuel efficiency. The closed loop con-
figuration allows the E2 empennages to be smaller thus reducing 
aircraft drag and weight.

ahead-PrO. AHEAD-PRO is a computational web-based 
platform to continuously monitor the health of the fleet, provid-
ing timely maintenance information in a friendly and straightfor-
ward way. With AHEAD-PRO aircraft systems health condition 
is systematically assessed and unplanned maintenance of moni-
tored systems is avoided by means of failures occurrence predic-
tion. Moreover the activities of fault identification, troubleshoot-
ing and resources planning occur before the aircraft lands its 
destination, optimising airline turn-around time between flights. 

AHEAD-PRO offers functionalities to optimise all steps to 

execute health monitoring process in the airline, from data acqui-
sition to time-to-failure prognosis.

advanced aviOnics. E2’s advanced integrated avionics 
system provides exceptional situational awareness enhanced by 
large landscape displays and reduced pilot workload. Innova-
tive technologies such as synthetic vision and advanced flight 
management support more fuel-efficient direct approaches to 
airports. Cockpit commonality with current-generation E-Jets 
allows for a smooth transition to the new E2 platform.

E2 has wireless connectivity; enhanced central maintenance 
computer, and ‘SmartView.’ It has improved navigation with 
graphical flight planning; next-generation FMS; INAV and GBAS 
and GLS. For improved situational awareness, it has good cockpit 
display of traffic information (CDTI); IntuVue 3D weather radar; 
and SmartRunway and SmartLanding.

cOmmOnality. One of the features of the E2 is the common 
type rating between current-generation E-Jets and the E2s which 
makes it easy to transition between aircraft. In fact, it takes a max-
imum of three days of training. Pilots complete self-instruction 
and classroom modules before reviewing cockpit procedures in a 
trainer. High-level flight training systems and time in a full-flight 
simulator are not necessary for E-Jets pilots to qualify on the E2.

Wing. The E2s sport high-aspect ratio wings with swept tips 
that, combined with redesigned pylons and other aerodynamic 
improvements — coupled with our enhanced fourth-generation 
full fly-by-wire — achieve double digit lower fuel consumption 
compared to current-generation E-Jets. The wing and engine 
combination for the E175-E2 and a common larger wing and 
engine for the E190-E2/E195-E2 are optimised to deliver maxi-
mum performance.

geared tO save Fuel. Pratt & Whitney PurePower 
Geared Turbofan Engine E2’s new GTF engines — the PW1700G 
(E175-E2) and PW1900G (E190-E2 and E195-E2) — have an 
advanced gear system that allows the engine’s fan to operate at 
a different speed than the low-pressure compressor and turbine. 
They work in combination with new aerodynamically advanced 

“it’s an absOlute Pleasure tO be standing 
here and tO Present anOther embraer 
innOvatiOn” 

“tOday rePresents a cOntinuatiOn OF the 
e-Jets stOry”

“We’re alWays trying tO dO mOre and 
that’s Why We’re here tOday”

“tO make the e2s the mOst eFFicient Family 
OF airPlanes FOr the 70-130 seat market”

—  Paulo cEsar silva, PrEsidEnt & cEo,  
EmbraEr commErcial aviation
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iPanema 
the first biofuel powered 
aircraft in the world

emb120 
Brasilia a pioneer in regional 
commercial aviation

erJ 145
Regional  
aviation jet

e190 
the e-Jet family 
best seller

PhenOm 300 
the most-delivered 
business jet in the 
world, for the third 
consecutive year (since 
2013)

legacy 500 
a game-changing 
mid-size  
business jet

lineage 1000 
the “ultra-large” business 
jet is a variant of the 
embraer 190.

kc390
accompanied by the 
Brazilian air Force’s 
“Smoke Squadron”. it is 
the Brazilian air Force’s 
air demonstration 
squadron.

e190-e2
Following the flying 
display, the e190-e2 
was rolled-out of  
the hangar.

To show Embraer’s history and DNA of innovation 
and building aircraft, the following aircraft took 
to the skies to entertain the crowd of dignitaries, 
Embraer customers and employees.

Flying disPlay
wings and other advanced controls and systems to create double-
digit improvements in fuel burn, maintenance costs, emissions 
and external noise.

cabin interiOr. A look inside E2 reveals thoughtful, 
well-conceived design that has the power to please from all per-
spectives. A totally new environment far exceeds the norm and 
thoughtfully addresses the varied needs of passengers, crew, air-
lines and leasing companies alike.

As within a fashionable hotel or restaurant, a prevailing sense 
of quality begins with the welcoming atmosphere of the boarding 
point and continues with such elements as style and tone of light-
ing, contemporary materials, quality fabrics and glass partitions. 
Within these surroundings passengers enjoy their own physical 
and emotional ‘space within a space’ — their ‘personal territory.’

This ‘bubble’ with control is achieved through the coming 
together of small things that deliver a larger benefit — elements 
such as clarity of seat signage, individual PSUs, seat back screens, 
and additional leg room in economy. The passenger-preferred 2x2 
configuration gives a perception of wider aisles while simplifying 
movement through the cabin. The position of bin doors when 
open, coupled with dramatic ceiling illumination, creates a sense 
of height and space above the aisle. 

Premium seating further conveys a feeling of openness. 
Overall, the E2 interior generates a smoothing-out effect on the 
passenger journey experience — reducing the traditional stress 
points of boarding, inflight activity and disembarking.

PersOnal sPace. The new overhead bins have over 40 per 
cent volume per passenger increase over current E-Jets. It maxi-
mises the number of cases and expedites boarding. The personal 
PSU concept for economy and first class. The first class is a 2+1 
concept with maximum seat width with 23” seat pan and typi-
cal seat pitches from 36” to 40”. It has a staggered concept with 
increased legroom for individual seats. It has a wide-body cabin 
feel with 50; seat pitch and facilitates easy re-configuration.

In the economy class it has a slim profile. It is compatible 
with up 12” IFE screen. The upper literature pocket maximises 
legroom space.

at hOme With mainline, regiOnal Or lOW-
Fare. The E190-E2 is equally at home in mainline, regional and 
low-fare business applications. The flexibility of the E2’s cabin 
configuration means it can offer the same on-board standards 
and amenities found on their larger single-aisle jets. Airlines can 
improve fleet efficiency by scheduling the E190-E2 on the same 
long-haul routes as their big narrow-bodies. Flying as a comple-
ment to larger jets that are harder to fill can make long, thin 
routes profitable. On the E2, no one is ever stuck in the middle. 
All seats are either by the window or on the aisle.

range circles. Discover where in the world the E2 can 
take you. Short haul routes, long sectors, feeding hubs, opening 
new markets—whatever the mission, E-Jets E2 go the distance. 
It is the ideal combination of capacity and range in one high-
performance aircraft. The E2 easily can replace ageing fleets with 
the world’s most advanced aircraft. While passengers will love 
the experience, Embraer says airline accountants will love the 
better bottom line.

The E2 has a pretty good order book already, with firm orders 
for 267 aircraft and 373 options a total of 640 commitments. SPGR
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The next few years may see large-scale induction of smaller regional aircraft to replace 
existing fleets as well as to facilitate expansion of regional networks across the country

T
he world’s fasTesT growing aviation 
market needs aircraft urgently. According to the 
global airlines body the International Air Transport 
Association (IATA), India’s domestic air passenger 
traffic increased by 20.2 per cent in 2015 over the 
previous year. Aerospace major Boeing predicts 
this huge volume of growth will require a flood of 

new aircraft – 1,740 over the next 20 years. But the popular Boeing 
B-737 and Airbus A320 can operate only at approximately a third 
of India’s airports. Most regional airports either have insufficient 
runway length or other restrictions that permit only smaller air-
craft. Therefore, analysts believe that around 200 smaller aircraft 
will be required in the next five years alone. What options do the 
country’s carriers have as they consider purchasing new aircraft?

Various regional aircraft already crisscross the skies. Alli-
ance Air (Air India’s wholly-owned subsidiary) has a leased fleet 
of three Bombardier CRJ700 70-seat jets besides four ATR 42-320 
(48-seater) and five ATR 72-600 (70-seater) turboprop aircraft. 
Another ten ATR 72-600s will be dry-leased soon. Jet Airways 

has 15 ATR 72-500s (68 seats) and three ATR 72-600s. SpiceJet 
operates 15 Bombardier Q400 turboprops in 78-seat configura-
tion. Vijayawada-based regional airline Air Costa which already 
has four Embraer regional jets plans to expand to ten 112-seat 
Embraer E-190s by the end of the year. Another regional carrier, 
Hyderabad-based TruJet, started with three ATR 72-500 aircraft 
and aims to have ten by the year end. Bengaluru-based Air Pega-
sus has just two ATR 72-500 aircraft but intends to get another 
two shortly. And Coimbatore-based regional carrier Air Carnival 
plans to launch with two ATR 72-500 aircraft.

Apart from these tried-and-tested aircraft from market lead-
ers Bombardier of Canada, Embraer of Brazil, and French-Italian 
aircraft maker Avions de Transport Régional (ATR), other options 
are emerging that will offer India’s airlines double-digit cost advan-
tages and performance improvements over current airliners.

BomBardier’s BiggesT BeT – The Cseries. Bombar-
dier Aerospace is widely credited with sparking the modern regional 
jet revolution with its 50-seat CRJ100/CRJ200 Canadair Regional Jets 

by Joseph NoroNha

REGIONAL AIRCRAFT  
sTEp Up

Bombardier CS100 in flight
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(CRJ), in service since 1992. A quarter of a century later, despite 1,900 
CRJ orders under its belt, Bombardier is in a do-or-die situation. And 
the source of its financial woes as well as its best hope to emerge 
a winner is an all-new twin-engine, medium-range regional jet that 
rejoices in the unlikely name of CSeries. The CSeries development 
programme has already cost $5.4 billion – $2 billion over budget – 
and Bombardier needs government assistance to survive. Besides, 
the project is at least two years behind schedule.

The CSeries has two variants – CS100 (110-130 seats) and 
CS300 (130-160 seats). The CS100 secured type certification from 
Transport Canada in December 2015 and is scheduled to enter 
service in the second quarter of 2016 with Swiss International Air 
Lines. The larger CS300 is expected to obtain its type certificate 
in four months.

The CSeries combines advanced materials, cutting-edge tech-
nology and proven commercial techniques. Its main attraction 
is fuel economy – around 20 per cent fuel savings, thanks to a 
composite fuselage and Pratt & Whitney’s new fuel-economising 
PurePower Geared Turbofan (GTF) engine, the PW1524G.

The CSeries order book now stands at 678 total orders and 
commitments. Of these, just 243 are firm orders (53 CS100 and 
190 CS300) and none have been added since September 2014. 
Although the tally is well short of Bombardier’s oft-stated target 
of 300 firm orders before service entry, the CSeries hasn’t done 
too badly because this constitutes almost half the firm orders for 
aircraft seating 100-150 passengers since 2008. However, analysts 
believe the CSeries needs at least one more large firm order soon, 

preferably from a North American carrier, to keep it in serious 
contention in the regional jet market.

Paradoxically, some of the CSeries’ problems are due to steeply 
falling oil prices. With oil prices plunging about 70 per cent since 
June 2014, why would carriers be tempted to order fuel-efficient 
aircraft at premium prices? The highly-experienced Airbus and 
Boeing that decided to upgrade the A320 and B-737 respectively, 
rather than pursue the more risky clean-sheet option, can provide 
deep discounts to lure customers – offers that Bombardier and 
other regional jet manufacturers cannot match. Bombardier how-
ever estimates that 7,000 regional jets will be sold over the next 20 
years and hopes to corner half the market. It has decided to play 
for all or nothing and is ramping up to produce 15 to 20 CSeries 
jets this year, accelerating to 120 aircraft annually by 2020.

emBraer’s efforTs: The e-JeT e2 family. Since 
Embraer’s E-Jets entered service in 2004, they have enjoyed envi-
able commercial success. This family of four regional jets (70-130 
seats) has secured about 1,700 orders and crossed 1,200 deliveries 
to over 70 customers. Embraer responded to the demand for mod-
ern fuel-efficient regional jets by adopting a more conservative 
route than Bombardier. It decided simply to re-wing and re-engine 
its E-Jets and add a full fly-by-wire flight control system to produce 
the new E-Jet E2. The E2 project may cost just $1.7 billion, keeping 
Embraer’s market risk far below that of Bombardier’s.

Embraer unveiled the first E-190-E2 on February 25, 2016. 
This 106-seat aircraft has P&W’s PW1900G engines, hung on 
new wing pylons and promises double-digit reduction in noise, 
emissions and fuel burn. It is planned for first flight later this 
year and delivery in the first half of 2018. It will be followed by 
the E-195-E2 (132 seats in single-class configuration) also with 
PW1900G engines in 2019, while the E-175-E2 (up to 88 passen-
gers) with PW1700G engines will be delivered last in 2020. In Feb-
ruary, Embraer announced that the E-195-E2 will gain 1.4 metres 
of wingspan and up to 450 nm of range. Thus far the E-Jets E2 

The e2 proJeCT may CosT JusT 
$1.7 Billion, keeping emBraer’s 
markeT risk far Below ThaT of 
BomBardier’s

The Embraer E195-E2
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account for 267 firm orders and 373 options – not bad consider-
ing that first delivery is still two years away.

asian aTTempTs. Five years after entering commercial 
service, Russia’s Sukhoi Superjet 100 (86-103 seats) has a limited 
but significant presence in the market. The Commercial Aircraft 
Corporation of China (COMAC) too has long endeavoured to pro-
duce a modern regional aircraft and its ARJ21 Xiangfeng jet com-
pleted its first flight way back in 2008. However, the ARJ21 has 
been plagued by numerous delays and is about to enter service 
with launch customer Chengdu Airlines almost nine years behind 
schedule. General Electric CF34-10 engines power the ARJ21-700 
baseline model (70-95 seats) and the ARJ21-900 stretched fuse-
lage version (95-105 seats).

China is trying to produce its own turboprop airliner too. First 
proposed in 2007, the Xi’an Modern Ark 700 (MA700) is a twin-
engine, medium-range turboprop under development by the Avia-
tion Industry Corporation of China (AVIC). Its first flight is expected 
in 2017 and it has reportedly secured 185 domestic orders.

However, the steep decline in oil prices may dent the global 
turboprop market hitherto dominated by various ATR models, 
with Bombardier’s Q400 a worthy competitor. Passengers prefer 
jets and the turboprop’s main commercial appeal is fuel efficiency, 
which is more significant when oil is expensive. With prices now 
dropping to around $30 a barrel the attraction of a new turboprop 
is considerably weakened. Hence regional jets may rule the roost 
unless the price of oil substantially increases.

Japan’s Mitsubishi Aircraft too is struggling with delays to its 
Mitsubishi Regional Jet (MRJ) originally due for delivery in the last 
quarter of 2013. The first flight finally happened only in November 
2015 and the first delivery to All Nippon Airways is planned for the 
second quarter of 2018, almost five years after the original target. 
Mitsubishi plans to strengthen the airframe and upgrade software. 
It has also announced a reduction in the number of seats to reduce 
weight. The MRJ90 will now have 88 seats and the MRJ70 will have 
76 seats. Consequently, the range will increase to 2,120 km and 1,880 
km respectively. Mitsubishi has secured 407 MRJ orders, including 
223 firm orders. A major cause for concern is that the first Embraer 
E-Jet E2 will also be delivered in 2018 which means that Mitsubishi 
has now sacrificed the headstart it had anticipated.

murky skies for The rTa-70. India’s new National 
Civil Aviation Policy is expected to include a clear thrust towards 
regional aviation. That is all to the good if the remote regions of 

the country are to enjoy the benefits of air travel. Thus the next 
few years are likely to see large-scale induction of smaller regional 
aircraft, jets and turboprops, to replace existing fleets as well as 
to facilitate expansion of regional networks across the country.

But shouldn’t a large country like India, with its growing 
technological prowess, make its own regional aircraft? It should. 
Much hope was reposed in the Regional Transport Aircraft (RTA-
70) project launched jointly in 2007 by the Hindustan Aeronau-
tics Limited (HAL) and National Aerospace Laboratories (NAL). 
It was intended to design and develop a turboprop (perhaps 
even a turbojet) with a capacity of 70-100 passengers, specifically 
suited to the country’s short-haul requirements. In order to make 
it competitive, it would offer 25 per cent lower acquisition and 
operating costs and 50 per cent lower maintenance cost than 
existing turboprops.

The first flight was intended in 2013. But the claims were too 
good to be true and it now seems clear that the project is all but 
dead. HAL reportedly intends to float another tender inviting 
global aircraft manufacturers as partners to design and develop a 
new 50/80-seat regional aircraft. The project is estimated to cost 
`7,000 crore till certification.

However, a rethink may be warranted. If the much more mod-
est Saras project to build an indigenous 14-seat aircraft had to 
be abandoned despite 16 years and `300 crore down the drain, 
what realistic chance of success does an RTA type of project have? 
Besides, with so many good regional aircraft already scrambling 
for market share and more expected over the next few years, yet 
another would hardly make sense.

Some analysts ask, “If China can, why not India?” However, 
China’s efforts to develop modern passenger jets dates back to 
the Y-10 programme of the early 1970s and it too notched a string 
of ill-fated projects. Even though today, China is well ahead of 
India in aerospace manufacture, it had considerable difficulty in 
putting its long-delayed and over-budget ARJ21 regional jet into 
commercial service. COMAC has secured about 350 orders for the 
ARJ21, practically all from China’s domestic airlines and many of 
them after considerable government pressure.

Would this work in India? India’s aviation market is much 
smaller and its airlines might stiffly resist pressure to ‘Buy Indian’ 
if the aircraft does not meet their requirements. Neither are 
exports likely in such a crowded market, unless the quality is 
good and the price relatively low. India does need to develop an 
indigenous commercial aerospace industry, but perhaps a more 
realistic start point than the RTA needs to be looked at. sP

regional Aviation Platforms: ATR 72-600 of Air Pegasus; Mitsubishi Regional Jet MRJ90
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THIS YEAR,  
IT IS ALL ABOUT LEAP

As the engine stands on the verge of entering commercial service later this year, the 
LEAP programme is delivering on all of its commitments. Adding fun to the leap year, 

CFM International ran trivia which had the twitterati busy for a while.

by R. ChandRakanth
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n February 29, 2016, a leap day in a leap 
year, CFM International had the aviation geeks and 
twitterati something to quiz their brains about. It 
shot some random questions on their now famous 
engine LEAP, the next-generation engine which is 
expected to give bang for the buck.

Launch custOmer. The trivia questions 
generated a number of answers and some lucky respondents walked 
away with goodies. The first trivia was—who is the launch customer 
for our LEAP engine? The twitter handle @AirbusRed was quick 

on its feet to respond with the answer – Virgin America. It was on 
June 15, 2011, that Virgin America announced that it had selected 
CFM International’s advanced LEAP engine to power 30 new Airbus 
A320neo aircraft scheduled to begin delivery in 2016. In addition, the 
airline selected the CFM56-5B engine to power 30 A320s on order. 
The engine orders had a combined value of $1.4 billion at list prices.

LeaP stands FOr. Now one must be wondering what is 
this LEAP all about? And CFM International’s next question was 
on what the acronym LEAP stood for. The twitter handle @green-
alex was first to respond with the answer – Leading Edge Aviation 
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Propulsion. The CFM International LEAP ( formerly called LEAP-
X) is a high-bypass turbofan engine. It is currently under devel-
opment by CFM International, a 50-50 joint venture company 
between GE Aviation of the United States and Snecma of France.

On aircraFt. The third trivia was - Which aircraft do LEAP 
engines power? (a) Boeing 737 Max; (b) Airbus A320neo, A319neo, 
A321neo; (c)Comac C919 and (d) all the above. Twitter handle  
@planemadblog won a LEAP mug for answering it right – d . The 
CFM LEAP family represents the engines of choice for the next-
generation single-aisle aircraft. The LEAP-1A is an option on the 
Airbus A320neo; the LEAP-1B is the exclusive power plant for the 
Boeing 737 MAX; and the LEAP-1C is the sole Western power-
plant for the COMAC C919.

cOmPOsite materiaL. The fourth trivia was more technical 
and it went like this: “I am third the weight and twice the strength 
of Ni-base alloy metals and have 20 per cent greater temperature 
capability? What material am I? The twitter handle @MGRYGLAS7 
got a LEAP water bottle for getting it right. The answer was ceramics 
matrix composites. Ceramic matrix composites (CMCs) are a sub-
group of composite materials. They consist of ceramic fibres embed-
ded in a ceramic matrix, thus forming a ceramic fibre reinforced 
ceramic. CFM International is using CMC parts to reduce weight in 
its Leap-X demonstrator engine programme, which is aimed at pro-
viding next-generation turbine engines for narrow-body airliners.

GLObaL suPPLy chain. One other trivia was to do with 
global supply chain and the question was – how many square feet 
(sq. mts) have been added to our global supply chain to produce 
LEAP engines? @guildupont answered 1.5 million sq ft (1,39,400 
sq m) to bag a LEAP mug. The final trivia was - how many opera-
tors have already ordered the LEAP engine? Three of them gave 
close answers and it was for CFM International to give the correct 
answer which is nearly 100 customers for about 10,000 orders. 

tO enter cOmmerciaL service sOOn. As the engine 
stands on the verge of entering commercial service later this year, 
the LEAP programme is delivering on all of its commitments.

“The LEAP development and flight test programmes have been 
incredibly smooth, thanks to the preparation, hard work and the 
experience of our team,” said Allen Paxson, Executive Vice President 
of CFM International. “The LEAP-1A, -1B, and -1C engines are each 
meeting or beating our performance specifications. We have been 
conducting intense flight-test campaigns with Airbus and Boeing, 
as well as on our own flying test beds since late 2014. During all of 
this testing, we have had zero disruptions, no outstation removals, 
no engine issues of any kind. It has been operated in every imagin-
able environment and the engines have performed flawlessly.” 

The LEAP-1A was certified in November 2015 and the final 
certification tests for the LEAP-1B are nearing completion. Over-
all, the entire programme has logged nearly 9,000 hours and 20,000 
cycles since the first engine went to test in September 2013. The 
LEAP-1A is scheduled to enter commercial service in mid-2016 
on the Airbus A320neo; first deliveries of the LEAP-1B on the 737 
MAX are scheduled to begin in 2017. The LEAP-1C is scheduled 
for first flight on the COMAC C919 in late 2016.

“The success of the LEAP programme didn’t just happen,” said 
François Bastin, Executive Vice President of CFM International. 
“It is the result of years of planning and a meticulous process of 
testing and maturing individual technologies before we put them 
in the engine; we began component and rig tests four years before 
our first full engine test.

“It also comes from listening to our customers and under-
standing that reliability is not optional when your business model 
requires eight to 10 flights per day. They depend on the world-
class reliability of their CFM56 fleets today and expect nothing 
less from their LEAP engines tomorrow.”

The advanced technology that makes up the LEAP engine 
family will result in a highly reliable, fuel-efficient power plant for 
the new Airbus A320neo (new engine option), Boeing 737 MAX, 
and COMAC C919. The engine incorporates many industry firsts, 
including the 3-D woven carbon fibre composite fan blade and 
case; the one-of-a-kind debris rejection system; fourth-generation 
3-D aerodynamics; the first commercial use of ceramic matrix 
composites (CMCs); the revolutionary combustor design featur-
ing fuel nozzles grown using additive manufacturing; and light-
weight titanium aluminide airfoils. SP
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Budget Airports –  
Are they ViABle?

In India, there is no exclusive budget airport catering to either LCCs or regional airlines, 
though there is a clamour in the major metro cities for secondary airports, firstly to 

decongest the main airport and secondly to give benefits to LCCs and regional carriers 
who are content with no-frills airports

T
he scheduled commercial airlines 
can be broadly classified into three categories – full-
service carriers (FSCs); low-cost carriers (LCCs) 
and regional carriers and they fly in and fly out of 
airports which do not make that kind of distinction. 
There are differential charges at these airports, but 
it is not based on the above classification. 

While low-cost carriers are proliferating around the world, 
low-cost airports or budget airports are handful. The low-cost 

carrier terminal also known as budget terminal is a specific 
type of airport terminal designed with the needs of low-cost 
airlines in mind. Though terminals may have differential 
charges, the concept of an all budget terminal is a fairly recent 
one, but we notice that they are not doing too well. The budget 
airport at Changi Airport which opened on March 26, 2006, 
closed down on September 25, 2012. This was the second bud-
get airport in Asia, the first being the Kuala Lumpur Interna-
tional Airport 2 (KLIA2). 

by R. ChandRakanth

A view of the first budget airport in Asia, the Kuala Lumpur international Airport 2 (KLiA2)
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The airport offered lower landing fees, handling fees and air-
port taxes. It cut back on amenities such as aerobridges, elaborate 
physical structures and was no-frills airport. The budget airport in 
Malaysia had 68 gates and was designed to cater for 45 million pas-
sengers a year. However, the airport has come under severe criti-
cism on the basic facilities and even improper runways. AirAsia, 
which used this airport, has been highly critical of its maintenance. 

sTripped down Terminal. Basically, a budget airport 
is a stripped down airport terminal which substantially reduces 
cost of operation for low-cost airlines and even regional carriers. 
The cost reductions come in the form of the building per se which 
could be simple and inexpensive structure. It may not have steel 
and glass structures to reduce air-conditioning costs. The ameni-
ties at the airport would be minimal in terms of restaurants, park-
ing lots, duty-free shops, no walkways, aerobridges, few baggage 
carousels, etc.

In India, there is no exclusive budget airport catering to either 
LCCs or regional airlines, though there is a clamour in the major 
metro cities for secondary airports, firstly to decongest the main 
airport and secondly to give benefits to LCCs and regional carri-
ers who are content with no-frills airports. The single domestic 
terminals that cater to both regular airlines as well as low-cost 
carriers are under immense pressure due to unavailability of run-
ways, delay of flights, disruption of schedules, and such. One key 
parameter where LCCs differ globally from FSCs is the choice of 
airport. Flying out of low-cost airports enables airlines operate 
more efficiently and unbundle services, thus resulting in lower 
airport-related costs (up to 13 per cent). 

examples around The world. In Melbourne, 
Australia, Terminal 4 – originally called the Domestic Express 
or South Terminal – is dedicated to budget airlines and is the 
first facility of its kind at a conventional airport in Australia. It 
was originally constructed for Virgin Blue (Virgin Australia) and 
Impulse Airlines. Virgin Blue eventually moved into Terminal 3 
following the demise of Ansett. Since the terminal is located next 
to the main terminal building, unlike in Singapore and Kuala 
Lumpur, it is running fairly well. The terminal was rebuilt by 
Tiger Airways Australia, which has used it as its main hub since it 
operated its first domestic flight on November 23, 2007. The new 
T4 terminal is 35,000 sq m (3,80,000 sq ft) and linked “under one 
roof ” with T3. Terminal 4 is currently used by Tigerair Australia, 
Regional Express Airlines and Jetstar.

FirsT budgeT airporT in France. The Marseille 
Provence Airport, France’s fifth busiest airport for passenger traf-
fic and third largest in terms of cargo traffic, is France’s first bud-
get airport. The airport serves nearly 150 regular destinations, the 
largest offer after Parisian airports. Beuvais is another airport in 

France which low-cost carriers operate from. RyanAir operates its 
flights from Beauvais to Rome and other destinations. RyanAir in 
Europe and Southwest in US thrive on low-cost airports. 

With low-cost carriers doing well in India, the concept of low-
cost airport terminals has been around for some time, but the 
airlines have not come together to voice their need, being busy 
handling operations which are so stressful in turbulent times. In 
such a scenario, if the government moots low-cost terminals in 
Tier-II and Tier-III cities it would help immensely the regional 
carriers. A separate terminal for the no-frills airlines and regional 
carriers and even general aviation would eliminate dependence 
on the amenities of regular domestic terminals. This would mean 
better schedules, timely arrivals and departures and thereby, a 
more pleasurable experience. The best examples of live and let 
live is that of Luton and Stansted in London which is for low-cost 
carriers and general aviation, while Heathrow is one of world’s 
important international airports. 

160 non-FuncTional airporTs To be devel-
oped. However, for the first time there is mention of develop-
ment of low-cost airport plan. The Union Minister of Finance Arun 
Jaitley while presenting the Union Budget 2016-17 announced to 
develop 160 non-functional airports across the country. “In civil 
aviation, 160 non-functional airports to be developed at a cost of 
`50-100 crore each and 10 of 25 defunct airstrips to be developed 
in partnership with state governments.” This development will be 
a part of a low-cost airport plan. In fact, the previous UPA regime 
had planned 200 no-frills airports and had developed some air-
ports which have turned ghost terminals with no aircraft taking 
off or landing. 

A budget airport or secondary airport in a metro makes sense 
when the main airport is bursting at its seams and in the bargain 
the LCCs and regional carriers end up suffering. It would be in their 
interest to have a secondary airport, provided it has substantial 
traffic. If it is a matter of few daily flights operating from the budget 
airport, it makes hardly any business sense both to the airport and 
to the LCC. It has to be a viable mix. Also budget terminals also 
have to consider if they only serve budget airlines or all airlines.

draFT policy Focus on airporT develop-
menT. The draft National Civil Aviation Policy talks about 
developing airports by the state governments, private sector or 
in the public-private partnership (PPP) mode. It mentions how 
it will endeavour that the future airport projects in India, both 
greenfield and brownfield have cost-efficient functionality with 
no compromise on safety, security and efficiency. Operators of 
future airport projects will not levy airport charges, concession 
fee and royalties, etc, on MRO, cargo, ground handling, the avia-
tion turbine fuel (ATF) infrastructure other than a reasonable 
lease rental.

Tariff at all future airports will be calculated on a ‘hybrid 
till’ basis. 30 per cent of non-aeronautical revenue will be used 
to cross-subsidise aeronautical charges. In case the tariff in one 
particular year comes out to be excessive, the airport operator 
and regulator will explore ways to keep the tariff reasonable, and 
spread the excess amount over the future. The policy has listed 
out many other possibilities to help airports be sustainable. It 
remains to be seen how these upcoming airports will be utilised 
by airlines who are keen on expanding route network, if not they 
will also end up as ghost terminals. The incentives have to be for 
both—airline as well as airport for a win-win situation. sP

basically, a budgeT airporT is a 
sTripped down airporT Terminal 
which subsTanTially reduces 
cosT oF operaTion For low-cosT 
airlines and even regional 
carriers
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VERTICAL LIFT
Helicopters will be free to fly from point to point without prior air traffic control clearance 

in airspace below 5,000 feet and areas other than prohibited and restricted ones

T
he IndIan helIcopTer markeT has 
something to cheer about as the present govern-
ment is proactive and is considering several key 
elements, in consultation with the industry, to 
prop the segment. In the draft National Civil Avia-
tion Policy which is expected to be finalised by the 
Cabinet soon, helicopters take an important place. 

The draft paper states that helicopters play a key role in 
remote area connectivity, intra-city movement, tourism, law 
enforcement, disaster relief, search and rescue, emergency medi-
cal evacuation, etc. India currently has less than 300 civilian heli-
copters, as compared to Brazil, for example, that has over 1,300. 

The policy will promote helicopter usage in the following 
manner:

l	 Separate regulations for helicopters will be notified by the 
Directorate General of Civil Aviation (DGCA) by April 1, 2016, 
after due stakeholder consultation.

l	 The government will facilitate the development of four heli-hubs 
initially, across the country to promote regional connectivity.

l	 Scheduled helicopter operators will be allowed to trade their 
domestic flying credits (DFC).

l	 The Ministry of Civil Aviation will coordinate with the Min-
istry of Finance, Ministry of Home Affairs, the National High-
ways Authority of India, Indian Railways, insurance com-
panies, hospitals, Pawan Hans and helicopter operators to 
facilitate rapid medical evacuation.

l	 Helicopters will be free to fly from point to point without prior 
ATC (air traffic control) clearance in airspace below 5,000 feet 

by R. ChandRakanth

(top) Airbus Helicopters H135; pawan Hans As365 N3+ from Airbus Helicopter; (Above) Bell 206; Bell 429
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and areas other than prohibited and restricted ones, after fil-
ing the flight plan with the nearest ATC office.

adds To economIc developmenT. It is hoped that 
besides announcing the policy, the government would do well if 
it gets the bureaucracy to implement the policy in keeping with 
industry sentiments. The contribution of the rotary segment 
in economic development is tangible and the potential for it to 
grow is huge. One such field is the HEMS (helicopter emergency 
medical service) which is fairly nascent in India. Though the Asia-
Pacific region is witnessing an increasing use of light helicopters 
in the ambulance services segment, India is still a laggard.

oems gung-ho abouT markeT. Major original 
equipment manufacturers such as Bell, Airbus Helicopters, MD 
Helicopters, Sikorsky (now acquired by Lockheed Martin), Agus-
taWestland and others are competing for a greater market share 
in HEMS segment in the APAC region. Some of the governments 
in the region are planning to waive off taxes on jet fuel, landing 
charges, etc, to make HEMS affordable. Though the draft policy 
does not mention any tax incentive, it is making regulatory pro-
cesses a little easier. We see some movement already in this direc-
tion as Turbomeca in association with Airbus Helicopters and 
with Indian operators Aviators Air Rescue and Air Medical Group 
is developing ambulance service in India. Three H135 ( formerly 
known as EC135 T3) selected by Aviators Air Rescue Private Lim-
ited are operational covering the southern states of Kerala, Tamil 
Nadu, Karnataka and Andhra Pradesh. The company plans more 
H135 during 2016 for expanded nationwide coverage.

h135 versaTIle chopper from aIrbus helI-
copTers. The H135 is a member of Airbus Helicopters’ light-
medium EC135 family of helicopters. Today around 1,100 twin-
engine EC135s have been delivered and are in service in nearly 
60 countries. With nearly 300 operators, these versatile helicop-
ters have together flown more than 3.25 million hours. The H135 
remains a reference in emergency medical services, available in a 
wide range of dedicated EMS interiors that maximise operators’ 
choice in configurations, providing ample room for single-patient 
or dual-patient transport. The helicopter’s anti-resonance isola-
tion system ensures each ride is a smooth one.

There are currently around 270 civil helicopters operational in 
India, and Airbus Helicopters’ Indian subsidiary holds one-third 
of the market share. Airbus has a partnership with the Hindustan 
Aeronautics Ltd (HAL).

offshore Is bIg markeT. In the region, there are about 
750 civil helicopters operating in South East Asia itself, where 
Malaysia has the strongest offshore operational base. Increased 
offshore oil and gas exploration and production activities in the 
APAC region is slowly stimulating the market demand for heli-
copters. The rotary-wing is the workhorse for the offshore oil and 
gas exploration and production industry. Helicopters form an 
essential and critical part of offshore oil development on a rou-
tine basis, moving men and equipment from land to the offshore 
site and vice versa. And they are ever ready to deal with casualty 
evacuation in case of an accident at the facility.

ongc bIg sTake In pawan hans. The Oil and 
 Natural Gas Corporation (ONGC), a public sector undertaking, has 
49 per cent stake in Pawan Hans Limited, a government-owned 

company with 46 helicopters in its fleet. It primarily provides heli-
copters services to the oil sector for its offshore exploration oper-
ations and services in remote and hilly areas and charter services 
to promote tourism. The formation of the Helicopter Corporation 
of India in 1986 (later Pawan Hans Helicopters Ltd), provided the 
first boost to the civil helicopter industry in India, which now 
holds and operates the largest fleet in the country.

dauphIn, The workhorse. Pawan Hans has got 35 
Dauphin helicopters from Airbus Helicopters. The AS365 N3+ 
is a member of the highly-capable Dauphin family, which has 
established its reputation as a fast and powerful helicopter offer-
ing operators an outstanding useful load, excellent performance 
and long range. The latest AS365 N3+ version features more pow-
erful turboshaft engines and an increased gross weight, further 
enhancing the type’s versatility.

bell aT a sTeady pace. The other original equipment 
manufacturers (OEMs) too are doing fairly well in the Indian market 
though the challenges are many. Bell Helicopter started its opera-
tions in India in 1995 with a liaison office in New Delhi. Today, Bell 
Helicopter has grown to more than 100 employees and has offices in 
New Delhi, Bengaluru and Mumbai. At the Textron India Technology 
Centre in Bengaluru, Bell Helicopter is continuing to build a cross 
functional team of engineers to support global operations with a 
variety of expertise including design, research, simulation and mod-
elling, systems engineering, analysis and manufacturing engineering 
for both new product development and current production models.

After bringing the first helicopter to India back in 1956, the 
Bell Helicopter fleet in India has grown from only two helicop-
ters in 1994 to more than 100 helicopters today, making Bell 
Helicopter one of the market leaders here. Bell Helicopter has 
two customer support facilities (Airworks in Mumbai and Dec-
can Aviation in Bengaluru), one independent sales representative 
( Jubilant Enpro) and a customer support engineer solely dedi-
cated to support Indian customers.

Bell Helicopter states that nearly 60 per cent of all helicopters 
produced globally are Bell Helicopters and 98 per cent of all new 
helicopter missions were pioneered in a Bell product. Bell helicop-
ter currently produces a wide variety of transport and executive 
aircraft including the 429, 412, 407 and 206 L-4. That clearly shows 
how important the Indian helicopter market is for the OEMs and 
with government reforms there should be encouraging vertical lift.

IndIa laggIng behInd In helIcopTer counT. Out 
of the total number of civil helicopters of 34,000 plus India 
accounts for less than one per cent which is pathetic. In fact, 
India currently has fewer civil helicopters than Switzerland. In 
Brazil – a developing country like ours – the city of São Paulo 
(similar to Mumbai) has about 750 helicopters. However, despite 
the above statistics, the market and industry remains optimistic 
on the India helicopter story. This is clearly demonstrated by the 
establishing of joint ventures in India by helicopter majors like 
AgustaWestland, Sikorsky and Eurocopter, hoping that local pro-
duction will give them an edge as they compete to win orders.

HEMS, law enforcement, VIP movement, film shootings and 
offshore transport operations are important prospects for OEMs 
in India. The civil market has expanded in the past five years, 
although actual numbers of civil helicopters in service are still 
relatively small for a country like India. The potential for growth 
is thus very significant. SP
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MRO:  
TIME TO CHANGE GEARS 

Regrettably, the MRO industry in India has had a stunted growth and is far from attaining 
the muscle and the vigour required to serve a civil aviation market

E
vEry aviation rElatEd sEminar or 
conference in India inevitably witnesses several 
references to the projection that India will be the 
third largest aviation market over the next few years 
(estimates vary from 2020 to 2024). However, if that 
laudable status is to be actually achieved, the pace 
of our supporting infrastructure has to change gears 

with a sense of urgency.
One of the areas where we are lagging behind deplorably is 

the maintenance, repair and overhaul (MRO) arena. According to 
estimates, the MRO sector in India is expected to grow to $1.5 bil-
lion by 2020; however, it is not only the quantity that is important 
but the quality that would be required to sustain the foreseeable 
growth in aviation activity. The second biggest slice of an aircraft 
operator’s expenditure pie is paid out on maintenance of fleet. 
With rapid advances in aircraft and engine technologies, an MRO 
facility is no longer a hangar to protect an aircraft and technical 
personnel working on it from vagaries of weather. Instead, it is a 
critical part of an operator’s business plan and can make a tre-
mendous contribution to the way account books look at the end 

of a financial period. Regrettably, the MRO industry in India has 
had a stunted growth and is far from attaining the muscle and the 
vigour required to serve a civil aviation market with ambitions of 
attaining the third rung globally over the next few years.

Background. Details of the entities permitted by the Direc-
torate General Civil Aviation (DGCA) in India can be accessed at 
http://dgca.nic.in/aircraft/app-ind.htm under carefully segre-
gated categories of maintenance activities they can undertake. 
The site also lists 55 DGCA-approved foreign MROs to which 
Indian operators can take their aircraft. As of now, the majority 
of heavy maintenance is carried out in foreign MROs due to the 
under-nourished MRO industry within India.

A poignant illustration of the way our nation approaches 
MROs is that of the Boeing MRO built by Boeing at a cost of $100 
million as a result of an agreement between Boeing and Air India 
after it placed a huge order for Dreamliners in 2006. The ultra-
modern facility is spread over 20 hectares and is designed to ser-
vice B-737s, B-777s and Dreamliners of both domestic and inter-
national carriers. Air India first announced plans for the facility a 

by A.K. SAchdev 

GMR Aero Technic Limited’s facility in Hyderabad
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decade ago but the MRO was delayed because of an incomplete 
taxi track. It was finally declared open by Union Minister Nitin 
Gadkari in June 2015.

The facility has only received two Boeing 777 aircraft till date, 
the first in May 2015 and the other in February 2016. The problem 
appears to be like a page out of ‘Ripley’s Believe It Or Not’. Air India 
has been unable to relocate its engineers from their home towns 
of Delhi and Mumbai. So far, Air India has managed to keep the 
facility limping along by hiring retired Air India engineers on con-
tract and putting them up at a hotel next to the facility, which is 
around 16 km away from Nagpur. Finally, at the beginning of Feb-
ruary 2016, Air India invited bids from private players to take over 
the facility and run it. Although the local managers claim they will 
have a full team in place soon, there is a doubt over whether Air 
India will be able to stabilise into efficient management.

Private sector, as can be expected, has been more success-
ful although not to the extent of prosperity (which may come 
about if policies are rationalised in the near future). The leading 
MRO is Air Works which has been in existence since 1951 and 
proudly proclaims itself to be “the largest independent MRO 
provider in India.”

However, the general scenario is summed up in a statement 
the Minister of Civil Aviation made at a seminar entitled ‘Make 
in India: Challenges and Opportunities in Civil Aviation Sector’ 
organised in New Delhi in February 2016 by the Foundation for 
Aviation and Sustainable Tourism (FAST) thus, “As of now, it is 
heavily dependent on imports. Everything is imported, includ-
ing servicing of aircraft. If you look at airlines, except Air India, 
all other airlines for their routine check-ups are going out of the 
country. They are going to Singapore, Dubai and Sri Lanka. So, we 
need to pull in that 700-million-dollar business into India.” The 
reason is the high cost of MRO services in India due to the taxa-
tion and royalty regimes.

India has around 300 helicopters flying but MRO support is 
grossly inadequate. Pawan Hans Helicopters Limited is planning 
to set up four MRO firms as a part of its diversification plan; the 
first two are to come up in New Delhi and Juhu, with Guwa-
hati and as yet unnamed station in the South later on. However, 
while the Minister may have spoken about ‘Make in India’ in 
reference to MROs, the lack of availability of hangar space and 
workshop buildings at important airports is deterring the MRO 
business. Moreover, policy changes are not nurturing the Indian 
MRO industry.

gEnEral aviation. The establishment’s approach to MRO 
industry is evident from the manner in which commercial consid-
erations of Delhi airport have bulldozed over aircraft operators’ 
subsistence level operating capability. In a sudden and surprise 
move, the Delhi International Airport Limited (DIAL) issued evic-
tion notices to more than 20 aircraft operators (some of whom are 
carrying out their maintenance activities under existing agree-
ments and within the ambit of existing rules and regulations). The 
eviction notices ordain that their hangar space be vacated; the 

purpose is to then allocate that space to two Fixed Base Opera-
tors (FBOs)/MROs (Bird Worldwide Flight Services-ExecuJet and 
Indamer-Mjets) which have entered into agreements with DIAL.

The tender bid for this purpose (issued in November 2014) 
invited only those entities which had five years international 
experience and thus effectively excluded many Indian compa-
nies with the requisite technical expertise to carry out MRO 
work; indeed some of them have already been doing so for years. 
The implication is that all aircraft operators plying their trade 
from Delhi airport will be coerced into using the services of 
these MROs. As the MRO now designated will pay a hefty roy-
alty of 65 per cent to DIAL, the end user will end up paying more 
for services. 

The move is a blatant use of force as DIAL holds the power to 
deny entry into the airside for those not falling into line as far as 
the monopolistic diktat is concerned. Understandably, the Busi-
ness Aircraft Operators’ Association (BAOA) is filing a writ peti-
tion and is determined to fight it out legally to redress another 
blow to the already hemorrhaging general aviation.

nEw civil aviation Policy. The new Civil Aviation 
Policy, in a draft form and possibly close to final promulgation, 
speaks of developing India into an MRO hub for Asia. It stipu-
lates removal of service tax on MRO output services, exemption 
of aircraft maintenance tools and tool kits from customs duty, 
simplification of the process for import clearance of aircraft parts 
by allowing for self-attestation by the MROs and permission for 
spare parts imported for MROs to be stored tax-free for three 
years. It also speaks of enabling advance export of serviceable 
parts, for providing exchange of unserviceable parts, rationalis-
ing the current procedure for airport royalty and additional levies 
on MRO service providers, provision for adequate land for MRO 
service providers in all future airport projects, and efforts to per-
suade state governments to remove VAT on MRO services.

conclusion. Asia-Pacific is on an effulgent growth trajec-
tory in aviation and third party MRO business is all set to rise to 
meet the growing demands of rising aircraft operations as airline 
fleets expand and evolve. A recent study done by ICF Interna-
tional, a US-based management, technology and policy consult-
ing firm, indicates that the MRO market will grow to $90 billion 
by 2024. The study also iterates that, as aircraft types become 
more fuel-efficient, their longevity as flying machines would cre-
ate even more opportunities for MRO work. 

 Paradoxically, with advances in technology, aircraft will 
require fewer man-hours during heavy checks, with tasks previ-
ously earmarked for heavy maintenance being shifted to the flight 
line. Boeing’s rosy projection of 26,730 new aircraft being added 
over the next two decades the world around indicates that 38 
per cent of these will be needed in Asia. Similarly, Airbus predicts 
32,585 new aircraft deliveries out until 2035. Airbus adds that 
Asia-Pacific will also become the most important air travel mar-
ket in the world, with 36 per cent of the world’s revenue passenger 
kilometres (RPKs) by 2034. 

 Due to the surge in aircraft numbers in Asia-Pacific, there will 
be ample demand for maintenance needs. That is an area where 
opportunity beckons India. As the demand for aircraft rises, India 
could make the right moves to become an Asia-Pacific MRO hub 
so that, besides meeting India’s growing needs, it can also carve 
out a slice of the Asia-Pacific MRO pie. Hopefully, the new Civil 
Aviation Policy will set Indian MRO industry on that track. sP

thE asia-Pacific is on an 
EffluEnt growth trajEctory in 
aviation and third Party mro 
BusinEss is all sEt to risE
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TAKING STOCK
The government has proposed to promote the growth of Indian aviation sector in  

a significant manner as the development of this sector has a multiplier effect  
on the economy

A
s the curtAins for the fifth edition 
of India Aviation 2016 go up at the Begumpet 
Airport, Hyderabad, from March 16 to 20, we 
see that the Indian civil aviation sector is at 
the cusp of major transformation and is well 
on course to be among the top three nations in 
terms of domestic and international passenger 

traffic, after China and the United States. After turbulent years, 
the Indian aviation industry is looking up. As per 2015 statistics, 
about 81.1 million people travelled by air which is expected to go 
up to a whopping 280 million by 2029, catapulting India to third 
place in global ranking. As per the International Air Transport As-
sociation (IATA), the projections are 360 million passengers by 
2034 which is amazing growth and is expected to bring untold 
benefits to India’s economic development. Presently aviation and 
aviation-related tourism support over seven million jobs and con-
tributes more than $23 billion to the GDP.

The government is preparing for this growth. The airlines are 
getting ready to tap this potential. The airports are working to 
get their act together. The other related players – air cargo, MRO 

(maintenance, repair and overhaul), ground handling, training, 
etc – are also catching up. There are positive sentiments, these 
are positive moves and a positive government and industry which 
is on course to take-off in the right direction.

creAting An ecosystem. The government is expected 
to announce the National Civil Aviation Policy soon and for all 
we know, the announcement could happen at the India Aviation 
event. The vision of the policy is to create an ecosystem to enable 
300 million domestic ticketing by 2022 and 500 million by 2027 
and international ticketing to increase to 200 million by 2027. The 
mission is to provide safe, secure, affordable and sustainable air 
travel with access to various parts of India and the world.

The government has proposed to promote the growth of 
Indian aviation sector in a significant manner as the develop-
ment of this sector has a multiplier effect on the economy. As per 
an ICAO (International Civil Aviation Organisation) study, the 
output multiplier and employment multiplier are 3.25 and 6.10 
respectively. The aim of the government is to create an ecosystem 
and a level playing field to various aviation subsectors—airlines; 

by R. ChandRakanth
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airports; cargo; MRO services; general aviation and business avia-
tion; aerospace manufacturing; skill development, etc.

300 million tickets sAle tArget. The government 
has proposed to take flying to the masses by making it affordable. 
The policy says that if every Indian in the middle class income 
bracket takes just one flight every year, it would result in a sale of 
300 million tickets, a big jump from the 70 million domestic tick-
ets sold in 2014-15. This will be possible if the air fare, especially 
on the regional routes, is brought down to an affordable level. The 
reduction in costs will require concessions by the stakeholders, 
primarily the Central and state governments and airports.

Airlines Are soAring yet AgAin. The health of 
the aviation industry is directly related to the health of the air-
lines in India. Barring IndiGo and GoAir, all other airlines in the 
recent past have gone through financial crisis, going deeper and 
deeper in debt with accumulated losses. The combined losses of 
airlines in India have been pegged at $1.77 billion during fiscal 
2013-14 according to data of the Centre for Asia Pacific Aviation 
(CAPA). The accumulated losses of Indian airlines touched $10.6 
billion during the past seven years, with Air India accounting for 
a major share. Air India is saddled with a debt of `40,000 crore 
that includes a long-term loan taken for aircraft purchase and 
working capital loan. It has accumulated a loss close to `30,000 
crore. However, thanks to the falling prices of aviation turbine fuel 
(ATF) the airlines have returned to growth and are strategising 
accordingly to keep the momentum going. Air India too has raked 
in profits in the quarter gone by.

15 scheduled operAtors. Presently, there are 15 
scheduled operators in the country as per the Directorate Gen-
eral of Civil Aviation (DGCA). Of that, two are cargo operators—
Blue Dart Aviation and QuikJet Cargo. Of the remaining 13, 
there are four regional aviation operators – Air Costa; Air India 
Regional, Air Pegasus and Turbo Megha Airways. The rest are 
either full-service  carriers—Air India, Jet Airways ( Jetlite though 
has merged, DGCA is showing it as a separate entity) and Vistara; 
and low-cost airlines—IndiGo, SpiceJet, GoAir, Air India Express 
and AirAsia India. That is a number which does not reflect India’s 
size and also the growing aviation sector, but the heartening fac-
tor is that these airlines are on an aircraft acquisition spree and 
are becoming ‘healthy’.

The good news is that IndiGo continues its amazing run, while 
other airlines are also faring well, coming out of financial mess. 
The best turnaround of an airline has been that of SpiceJet which 
gives hopes for airline business. Airlines are building capacities 
in the hope that passenger/cargo growth is going to grow as per 
predictions. IndiGo recently announced a record breaking order 
for 250 Airbus A320neo aircraft. SpiceJet has bounced back with 
its co-founder Ajay Singh investing and taking over the reins from 
Kalanithi Maran of Sun Group, to turnaround the company. GoAir 
had earlier ordered 72 A320neo planes. Regional airline Air Costa 
has got the no-objection from the government for pan-India oper-
ations and it is awaiting delivery of the 50 Embraer E-Jets it had 
ordered at the  Singapore Airshow in 2014. Both the joint ventures 
of Tata Group – one with Singapore Airlines—Vistara and the 
other with AirAsia – are in an expansion mode, though the latter 
has deferred it for a while.

The government is laying emphasis on regional connectiv-
ity and it is hoped that we may see some more regional players 

emerging in the near future. Presently, only the South has regional 
airlines – Air Costa, Air Pegasus and TruJet (Turbo Megha Air-
ways), with another FlyEasy waiting in the wings to start opera-
tions. The north should follow suit.

Airports, big And smAll on modernisAtion 
mode. There are 426 airstrips and airports in India, but not 
all are operational. The Airports Authority of India (AAI) has 125 
airports under its belt and 95 of them are operational with 71 hav-
ing scheduled operations. The AAI has taken up work in creat-
ing/modernising smaller airports which should help in regional 
connectivity. Though there may be instances of some airports not 
finding takers, it will have to wait for airlines to turn up which 
they will, considering that Tier-II and Tier-III are becoming pock-
ets of growth.

The policy states that AAI will take up development of air-
ports as per the following broad framework:
l	 AAI will take up new greenfield or brownfield airports subject 

to the following conditions:
  Project should be financially viable with non-zero IRR 

(internal rate of return), except for no-frills airports devel-
oped under the regional connectivity scheme (RCS).

  State/Central government will provide VGF (viability gap 
fund) to AAI if the project is strategically important but 
financially unviable.

  Land will be provided free of cost by state government 
without treating it as equity.

  Land will include sufficient space on city side for commer-
cial use subject to land use regulations of the state govern-
ments.

l	 In order to fast-track capacity enhancement at the existing 
airports to meet the demands of increasing traffic and to 
avoid air congestion, brownfield airport projects as well as 
expansion projects will be exempted from obtaining environ-
ment clearance.

l	 AAI may be suitably compensated by the Government of 
India and/or the relevant state government in case a new 
greenfield airport is approved in future within a 150 km radius 
of an existing operational AAI airport (not applicable to civil 
enclaves).

l	 Alternatively, AAI may be given option to have the right of first 
refusal or equity participation up to 49 per cent in the new 
airport at its discretion.

l	 AAI will continue to modernise existing airports and upgrade 
quality of services.

l	 AAI will maintain an ASQ (airport service quality) rating of 4.5 
or more across all airports with throughput above 1.5 mppa 
and ASQ rating of 4.0 or more for the rest.

l	 AAI will also explore the possibility of giving out operations 
and maintenance contracts for a cluster of existing and/or 
new airports.

l	 AAI airports with throughput above 0.5 mppa will strive to 
generate non-aeronautical revenue in excess of 35 per cent of 
the airport’s total revenue.

Air cArgo, key source of revenue. According to 
market research analysts Frost & Sullivan, air cargo demand in 
India is expected to boost airfreight market to 2.8 million tonnes 
by 2018, going by the present compounded annual rate of growth 
at 5.5 per cent. Most of this growth, however, will benefit foreign-
owned airlines, rather than domestic carriers. However, with the 
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e-commerce market making impressive gains, the domestic air 
cargo sector is likely to benefit much more than it has been in the 
past. E-commerce will drive the domestic air cargo market and 
airlines have already started working in tandem with this trend.

Keeping the potential in mind, the policy states promotion of 
air cargo is a key objective of the government, given its impor-
tance from a ‘Make in India’, e-commerce and exports perspec-
tive. Revenue from air cargo helps airlines subsidize the cost of 
passenger tickets and take flying to the masses. Air cargo has a 
high employment potential, especially for semi-skilled workers. 
Currently air cargo volumes in India are extremely low as com-
pared to other leading countries due to high charges and high 
turnaround time.

infrAstructure stAtus. The policy states that air 
cargo will be accorded ‘infrastructure’ status if co-located with an 
airport and will be eligible for Sec 80IA benefits. The Ministry has 
constituted the Air Cargo Logistics Promotion Board (ACLPB) to 
encourase growth in air cargo by way of cost reduction, efficiency 
improvement and better inter-ministerial coordination. The Board 
and the industry will submit a detailed action plan after stake-
holder consultation, with the objective of reducing dwell time of 
air cargo from ‘aircraft to truck’ to below 24 hours by December 31, 
2016, and to 6 hours by December 31, 2017. The government has 
said it will streamline and simplify customs procedures.

The government has said it will endeavour that all relevant 
Central Government authorities are available under one roof, 
at the cargo terminals. These include Ministry of Finance (cus-
toms), Ministry of Environment and Forests (wildlife clearance 
for handicrafts, etc), Ministry of Chemicals and Fertilisers (drugs 
controller), Ministry of Animal Husbandry (plant and animal 
quarantine), etc. Clearances will be given promptly and online 
after necessary checks.

mro hub. The MRO business of Indian carriers is alone 
around `5,000 crore, 90 per cent of which is currently spent out-
side India – in Sri Lanka, Singapore, Malaysia, UAE, etc. Given 
India’s technology base, the government is keen to develop India 
as an MRO hub in Asia, attracting business from foreign airlines.

The policy states that service tax on output services of MRO 
will be zero-rated. Aircraft maintenance tools and tool kits will be 
exempt from customs duty. The exemption shall be given on the 
basis of list the tools and tool kits notified by the DGCA from time 
to time. MROs are at present required to provide proof of their 
requirements of parts, or orders from their client airlines. How-
ever, aircraft parts are used exclusively in the aircraft and are des-
ignated by part numbers as given by aircraft and related original 
equipment manufacturers. Therefore, the process for the clear-
ance of the parts shall be simplified by allowing for self-attestation 
by the MROs. To enable economies of scale, the period for which 
the spare parts imported by MROs can be stored tax-free shall be 
extended to three years. Foreign aircraft brought to India for MRO 
work will be allowed to stay for the entire period of maintenance 
or up to six months, whichever is lesser, provided it undertakes 
no commercial flights during the stay period. The aircraft may, 
however, carry passengers in the flights at the beginning and end 
of the stay period in India. For stay beyond six months, DGCA’s 
permission will be required.

generAl AviAtion/business AviAtion needs 
push. Canadian aerospace and transportation company Bom-

bardier has in its 2015-24 outlook forecast that South Asia will 
receive 310 deliveries valued at $12 billion and this number does 
not reflect the kind of growth one would expect in the region. For 
instance the ultra high networth individuals in India is on the 
rise and they seem to be on a buying spree. Credit Suisse Global 
Wealth report has pegged the ultra high networth individuals in 
India at 2,080. Besides this surge in purchasing power, the govern-
ment is also opening up the sector with liberal policies and yet 
the demand for business jets is not that exciting.

As per the DGCA there are 122 non-scheduled operators as 
on February 10, 2016. And the number of aircraft, helicopters and 
hot air balloons registered with DGCA are 353, including nine hot 
air balloons. Then there are private jets with many individuals but 
regulatory and licensing issues are bottlenecks which the govern-
ment will have to clear first.

skill development A neglected AreA. There 
is shortage of pilots and other staff which has been impacting 
adversely the industry. As per reports only 17 of the 40 approved 
flying schools were functional in India, to produce about 100 
pilots per year. The requirement in India according to the pro-
jected growth is for around 900 pilots per year. Similarly, there are 
77 institutes for Aircraft Maintenace Engineers (AME) training in 
India which provide basic training to issue a basic licence. These 
institutes provide about 5,000 AME graduate trainees per year, 
many of them go overseas for jobs.

In view of this the government will expedite the commence-
ment of courses by the National Aviation University (NAU). The 
Ministry will provide full support to the Aerospace and Aviation 
Sector Skill Council (AASSC) for imparting skills for the growing 
aerospace and aviation industry in India. The Ministry said it will 
facilitate greater involvement of private sector in sponsoring avia-
tion institutions, industrial training and R&D projects.

mAnufActuring, the new mAntrA. This is the 
new dimension that is coming on the aviation radar and thanks 
to the aggressive push being given by the Modi Government on 
‘Make in India’, we see a number of ventures coming up where 
the foreign OEMs are collaborating with Indian companies, 
some as defence offsets, some as stand-alone joint ventures 
and partnerships. Majors such as Airbus, Boeing, Saab, Honey-
well and others have started projects which have already been 
successful and we are going to see more of that happening in 
the near future.

The policy also mentions how Ministry of Civil Aviation 
(MoCA) will be a nodal agency for developing commercial aero-
related manufacturing and its ecosystem in India. MoCA and the 
Ministry of Defence will work together to ensure that commer-
cial aero-manufacturing is covered under defence offsets require-
ments. The government will negotiate with global OEMs to facili-
tate establishment of a complete aircraft assembly plant in India 
along with its ancillary industries. The area where aero-manufac-
turing takes place will be notified as SEZ. The government will 
provide fiscal and monetary incentives and fast-track clearances 
to global OEMs and their ancillary suppliers. In case the cost of 
‘Made in India’ aircraft and components work out to be higher 
than those supplied from their original sources, the government 
will consider an incentive package to nullify the cost differential.

One can see that a lot of work is going on in the different seg-
ments of aviation and it is like a jigsaw puzzle waiting to be com-
pleted. And it sure will happen. The momentum is there. SP
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RepoRts in the media indicate that Bengaluru 
International Airport Limited (BIAL), the company that 
operates the Kempegowda International Airport (KIA) 
at Bengaluru, is to construct the second runway which 

will be parallel to and on the southern side of the existing runway.
The proposal for a new international airport at Bengaluru was 

initiated as early as in 1995 when it became clear that the exist-
ing airport owned by the Hindustan Aeronautics Limited (HAL), 
located in the centre of the city, would not be able to cope with the 
explosive growth in civil air traffic anticipated in the wake of the 
liberalisation in the Indian airline industry in the early 1990s and 
the continuously growing Silicon City of India. Military air traffic 
at HAL airport was already considerable as it was used for inten-
sive test flying by its own National Flight Test Centre as also by the 
Aircraft and Systems Testing Establishment of the Indian Air Force 
(IAF) that carries out test flights required by the organisation as 
well as conducts regular courses to train 
test pilots. On account of its location in 
the city centre which is densely inhabited, 
there was practically no scope for acquisi-
tion of land for expansion of HAL airport 
even if there was a requirement or the will.

 The project began as a public-private 
joint venture between Switzerland’s Zurich 
Airport, Germany’s Siemens Project Ven-
tures GmbH, Government of Karnataka 
and Airports Authority of India. The actual 
construction work could commence only 
a decade later in July 2005. The originally 
planned capacity to handle 6.5 million pas-
sengers annually was enhanced to 12 mil-
lion. This entailed extensive redesign and cost escalation. How-
ever, despite the large number of changes in design, the airport 
was inaugurated on May 24, 2008, in less than three years after the 
construction had begun. In 2013, it was renamed as Kempegowda 
International Airport after the founder of Bengaluru.

Inspired by the healthy growth in passenger traffic, further 
expansion of KIA was envisaged to be undertaken in two phases. 
Phase-I included substantial increase in the area of the existing 
passenger terminal, was completed in December 2013 at a cost 
of `1,500 crore. With the completion of expansion as planned for 
Phase-I, the passenger handling capacity of the airport has been 
enhanced to 20 million per annum.

Expansion of facilities planned in Phase-II includes the con-
struction of a second runway and a second terminal building. 
This will enhance the annual passenger handling capacity of KIA 

to 55 million. Annual handling capacity of air cargo will also go 
up from the existing 3,50,000 tonnes to one million tonnes. Target 
date for completion of Phase-II was laid down as 2020. While con-
struction work for Phase-II is yet to commence, the KIA is already 
bursting at the seams with burgeoning passenger traffic.

While the airport operator BIAL had claimed that it had been 
granted all clearances including that for the second runway as 
part of the original airport master plan finalised and approved in 
2004, the project hit a roadblock when it began to move forward 
on expansion plans as envisaged for Phase-II. In 2007, the IAF had 
raised objections to the proposal to construct the second runway 
south of the existing one as civil air traffic operating from it would 
come into direct conflict with military aircraft operating at Air 
Force Station Yelahanka. The IAF was apprehensive that reduction 
in the lateral separation between civil and military aircraft oper-
ating from two separate airfields in close proximity, just four km 

from each other, could seriously undermine 
aviation safety especially under conditions 
of high intensity operations by night, in 
poor visibility or in conditions of fog. A sug-
gestion by the Ministry of Civil Aviation 
(MoCA) that the IAF consider relocating 
its flying training establishment to either 
the HAL airport or to any other airfield 
outside Bengaluru was considered to be 
neither practical nor a viable option. In fact, 
the question of shifting out apart, the IAF 
itself was considering building a second 
runway at its base at Yelahanka to cater for 
enhanced flying training commitments.

Suggestion by the IAF that the second 
runway at BIAL be built north of the existing one was not found 
to be feasible either. If this option was to be adopted, the MoCA 
would have to acquire around 1,600 hectares of land north of the 
airfield for expansion which on account of the rapidly growing 
habitation, did not appear to be possible. On the other hand, there 
was adequate land available on the southern side to build a runway 
and the second terminal building. Mercifully, the standoff between 
the IAF and the MoCA was resolved without much delay and BIAL 
was formally accorded the environment clearance by the Ministry 
of Environment, a critical milestone in the execution of the project. 
Finally, with all impediments out of the way, BIAL is poised to com-
mence construction of the second runway and terminal building 
thus transforming KIA to a world-class airport! SP

— B.K. pandey

SECOND RUNWAY AT KIA 
BENGALURU

While construction work for expansion of KIA in Phase-II is yet to commence, the 
airport is already bursting at the seams with burgeoning passenger traffic
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“

“In a country like India with limited support from the industry and market, 

initiating 50 years ago (in 1964) publishing magazines relating to Army, 

Navy and Aviation sectors without any interruption is a commendable job 

on the part of SP Guide Publications. By this, SP Guide Publications has 

established the fact that continuing quality work in any field would result in 

success.”

Narendra Modi, Hon’ble Prime Minister of India (*message received in 2014)
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The hangar doors opened wide. The wheels turned. And our brand new E190-E2 rolled out 

to a standing ovation. For those in attendance, it was a moment both joyful and historic. 

Because it marked the world’s first glimpse of the second generation of E-Jets — a highly 

evolved new family of airliners that builds on the historic success of our first generation. 

Now, we truly are on a roll. And ready for E-Jets to make history. Again.

 

HISTORY IN  
THE MAKING.

E190-E2 ROLLOUT – FEB 25, 2016.
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