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Economic Impact of FDI on Indian Aviation Sector
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‘Associmte Professor, Sdsciztant Professor, ‘Profezsor & Head Departwent gf Economics, FISTAS, Chemma
ABSTRACT

Soooess of any econonry depends on the perfomance of service sechor Awiation is ope of the fast zrowing
seryice zechars which may pave way for economic growth and development for the developing countries
Indra iz ome among the woeld's fast zrowng domestic aviation meriket. [t gzins the & mnk in the global
Zviation market and it i projectad to be the 3= largest by 2010 and largest by 2030, The cwrent stody
foruzes om the ecomomic impact of FOT on Indian Aviation Sector. Chapder cne provides hasic idea about
the Indian Aviation Sector Chapter twen enliziz the review of literature. Chapier three amvizagss the peed
for the foreizn imresment n Indian Aviation. Chapter foar narrates the role of FOT in aviabion. Thapter five
chucidates the SWOT apaly=iz of FOI on Indian Avixtion The final chapter conchadss the current stans of

Awiation zector along with the discussion for frure shodies
Keyworde: dvimtion, FIN Civil Aviarior, dutosaric mowte, PPF mode, SFOT

INTRODUCTION

Az far 2s Indian ramspost sector = concemed, we
are baving the highest :cope of effectivans:s af global 2=
India is the world largest penim=uala. In all four modes of
ram=port, Foadways, Failnays, Semways and Amways,
India ha: the oppermumity to become one of the best
service providers in the world Indiam railwey & the
largest mopopoly in the world and being the largest
penimezala couwtry, India is the predomimant & seayays.
HMow it iz the time fo prove that Indian Asiation =ector
2lz0 is mumber one in the world as :he ha: more then
Bl imtermatiora] airlines which commects mose tharn 40
couiries and India’s Fevenoe Passemger Elilometers
(FPE) zrowth of 17.5 percent, which i higher then
global averaze of 7 percemt m 1017, The Damsstic
pazsanger rafic bes crozsed mors than 100 million ek
m 2017, As a matter of fact that India is cne of the least
penetratsd air markets i the world with 0.04 frips par
Capifz per anmum as compared o 0.3 in China md nvare
than 2 in the USA (2016)=. Mow India, has realized that
Aviation sector i3 the nght destination for Foreizn Direct
Imvestment (FDT) and allowz 100 percent awmtomatic
route for arport project: and other semvices umder
the Civil Aviation Sector. It also egtends 100 percent
allowed under antomatic route for WNon-schedulad Adr
Tramzport Services and Helicopter services'zeaplane
semyices requiring DETA approval

EEVIEW OF LITERATUERE

The current shady, concentrates on Econonic impect
of Foreizn Direct Imyestment in the Indimm Aoy
There are mamy empirical and cass shadies are conducted
i the varioes pariz of the globe and s=lacied liferahmes
are given below

Tay TF. Koo, David Tan and David Timerthy
DvaF Accoring to them, a cynze—sffect struchme o
the relation between toarism demand and air tramsport
capacity. Specifically, they apply a wectar errar-
correction modsl to assess if, and to what extent, Gapacty
or pazsenger demamd are first-movers that rehom to lonz-
nm equilibriom following chort-nm desiations. Ukins
data on imternational aviation between Australia and
our best cases of China 2md Japan, they find that demand
on the Tapar—Australia market comects for shomt-run
deviations from the bonz-run equilibriom guicker than
the China—Awstralia market. Feasons for sach variation
i adjustvent speed: are discusied and they show that
the result: are robust to the phenomenon of airlmes pre-
empiing dzmand when sething capacity

Rose Offord, Stefan Kooris, Hammah Capel®
Since the propressive implemenfation of the :msle
aviation market bezam in 1962, the air ranspost markes
m Europs has undersome mary sipnificant chanpes
Pazsenzer taffic has zrowo mapidly, stmulated by
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pEw alrline business models, a wider chodce of =ir

services, and Lower air fares, The industry has also bess
changed by transsstional alliances and mergers. and the

banknaptcies of a mamsber of carriers

HA Wansenbergh® he suggested thet the foreign
landirg rights for charter services should be regalarizsd,
& free as possible fom substential resction To
sccomplish this, istergovemmental SEresments COVEring
the operation of charter services should be vigorowsly
sought, ditinct, however, from AgreEmests covering
schaduled services [

Wasg L, Li Hongtas Zhi Yaowen® With the tresd
of global trads to be an istegral whole, the requinsmer
of econcenic development and the change of political
situation between Chins maisland and Tawas, the
air tramsportation cross the Taiwan Strait will be open
pradually. The oppormuities and challenges hove bess
ke by the adjustment of cross-strait &ir transpon
policy and the realization of the normalization of air
transportation.

Button Keopeth J Tavlor Samastha Y
According to them leghlstion in 1677 and 1978
effectively deregulated the US domestic air cargo and
&ir passenger transponption mdustries in imtemnationsl
air trapsponation, largely as the result of the ' Open Sky'
intietive from 1970 has alio gradually been Lberalized
but progress hay been peographically and temporally
e,

Anming Zhang' [n this study, a detaillad concephusl
frame work for the Eternational air fright and air cargo
batwess the Axia Pacidic region with Chirs are discussed
It also provides basic idea about the regional and global
market for the aviation

Need for the FDI in Avistion

There are various challenging factors, which may
give rise 1o (Bvest s nistion sector, According to the
Ministry of viation, the rexons for mvestng i the
sviation sector, India & projected to b the third largest
sviation market by 2020, and the largest by 2030
The Indian svistion sector is licely 1o see Lnvestnsents
smounting to USD 13 billion duning 2016-2020 of
which USD 10 bilkios 1s expectsd to come fom the
privete sector, Airpont Authority of India (AAD) plans
1o revive and operationalizs around 50 airparts in India
over the nigt 1 years 1o mprove regional snd nemote

alr commactivity. Crowth i mistion is also increasing

demand for MRO (Maintesance, Fepeir and Cverhaul)
facilities

The government of [ndia has desperately mitiste 2
preater foous op mfrastrocture developmmeet is tenns of
eshancing thi liberalization policy and Open Sky Palicy,
Fusther, it extends upgrading the system through AAI
driving modemization of airports and Air & Nmigation
Systems. The main reason for encouraging the FDI i
avistion is to maintain world class isfastructure (s all
five imernational sirports (Delhd, Mumbai, Cockin,
Hyderabad, Bengabury) whick are operstional under
Public Private Pertmership (PPF) mode,

1i order to inprove the Eshanced Skill Development,
the foreign trada pobicy of Indis ke a clear foous on
FDI, to leverage India's human capital potestial and
craate job opportumities and there 15 & provision for
applving [emovation and Technelogy through OPS
Aided Ceo Augnsented Navigation (GAGAN): India's
first satellite besed nmvigation systam; NO Objaction
Certificate Application System (NOCAS) streamlines
online procass of timaly WOC for haight clearances
of buildieg awound airparts, E-Coversance for Civil
Avigtion (8GCA) onlise delivery of 162 lcansing and
rigalatary processes of DGCA

The pesd for the FDI arises because of the sector
polcy of governmest as regional commactivity schamse
of UDAN (Ude Desh ka Aam Nagrik) mitiated by the
govermment (s 2014 shall coenect 50 anserved mirparts
and 31 usmserved helipads across the coustry, Operations
heve already started at 18 such sirports. In 2017, NABH

Mirmsen, announced, aims to expand aiport capacity by
more than five tinses 1o handle 2 billion trips I o year
The expansios will be fimded by leveraging the balance
sheet of Airports Authority of India The Director
Cremeral of Civil Aviation (DGCA) e to make both
#sds to meeet for the fnancial requirensent of MEOs -
Muintenance, Repair and Overhaud services

Raole of FDI in Indian Aviathon

Foreign Direct Investmesnt policy of India, has
libernlized fhe foreign imvestment through FIFB
(Foreign Investmen! Promotionsl Board) uader
thres categary - Airport, Air Transport services and
Othier Services (MRO)
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1) Airports

&) 100%% allowed under Anftomatic route for
both greenfield as well as brovaSeld projects

I} Air transport services

&) Scheduled Air Tranzport ServiceDomestic
Scheduled Passenger Airline Regional Air Transport
Service - Up to 4094 allowed uader Automatic rowte.
Government approval required beyond 490%%

i) Noo-Scheduled Air Transport Services and
Helicopter servicesteaplame services reguiring
DGCA approval - 100%% allowed under Auwtomatic
Tonte

3 Odher services under the Civil Aviation sector

&) Ground Handlise Services and Naintenance
Repair and Overhaml Services

i 100% allowed under Antomatic route

The mwvestment opportonities of Indiam aviation
sector, has heen projected by the mmistry of civil
Zviation, in teems of pumber of additional air fier in
the mext five vears, requirement of MRO facilities,
Comstruction of new aimports, new projects of AAT and
Spedal Economic Zones (3EZ) etr. The FOI for India
ha: to sugment imvestment gap. Firstly, 300 bosmess
jets, 300 amall aircraft and 230 helicopters are expectad
1o be added to the omrent flest of Indian carmiers in the
next five vears. Sacondly, demand for MEO facilities is
mcreasing in India, due to zrowth in the aviation sactor
Thirdly, Eyvestment opportumities worth 13D 2 billon i
greanfield aimport: under PP at My Mumbai and Mopa
(Foa). Fourthly, the development of new amposts — the
Airpart Awthority of India (AAT) 2ims to beng around
250 airports mmder operation acros: the coustry ny 2020
Fifthly, for development of aviation in the Morth-east
region — the AAT plan: to develop Guwahat as 2 bter-
regional kb and Azariala, Imphal and Dibmoparh as
mfra-regional bobs. Sixthly, AAT has plarmed to spend
5D 3 billion on non-mefro projects between 2014 and
2020, foonsig on the modenization and wp-pradation
of airports. Firally, Indian airport: are emmulating the
Spedal Economic Zone {SEZ)} Aerotropolis mode]
o enbamce revemuss, focus on revenmues from retail,
advertizmg and vehicle parkins, secumty equipenent
and services. Some of the Foreizn Imvestors of Indian
Aviabion are

1. Airba: (France)

Eoeing Intemational Carporation (U5A)
AirAsia (Malaysia)
P.olls Royee (UE)
Frankfurt  Adrpost
(Germany)
Honeywell Asrazpace (UEA)

Malayaiz Afrport: Holdings Berhad (Mialaysia)
GE Aviation {TT5A)

Airports Compesry South Africa Global (South
Africa)

17, Alcoa Fastening Svstems Asrozpace (TTEA)

11. Smpapore Airlines {Sinzapors)

12. Etthad Aoy (LTAE)

13. Fairfax (Loadon)

SWOT Analysis of FDI oa Aviation

The SWOT Anabysis is 2 manazssment tool, which
enpreases  the Swength, Weakme:s, Opporhmities
and Threat: of the concepd, for the purposs better
imderstanding and for the comparative study about
the pro: and cons of the isswe As far 25 the sconomic
mpact of FOI oo Indian Aviation i concerned, fastest
growing aviation market, kigh 20 passenger traffic, more
than ) infemational airlimes, 60 million mbemational
paszengers, Indian liberalization policy, tax holidays of
Special Ecomomic Zones, Largest peninzula, Abandance
of nahmal resoarces, Abumdant supply of labour forces
are the strength of Aviabion sector Income inequality,
Political instabdlity, Dovemest of labours, umskilled
lzbours, Problesn of statutory formalities, meafficient
miastrochmrs, and disistersst in doing bosmne:s e
the weakme:s of FDI in Awviztion. The government has
mitiated munber of policier and scheme:, n order to
mprove the development of Aviation sector, which are
considered 23 opporbmities of FOU in Awiaton The
opporhmifties are Mattonal Civil Aviation policy, 2016,
affordable fiying charges, Air SEWA_ remonal ofbaggaze
stamping, TUDAN- Pegiomal Copmsciivity schems,
Smele window system m SEZ with tag holiday=, Fobust
Securtty Architecfure and Enhanced skill dsvelopment
schemes. However, the problems m Open Sky policy,
Air & MNangation System, Lack of latest teckmology,
terroris=m, Poor infrastrocture faciliies, lack of data
bzse, Political interference, Land litizations efc. are the
threat of FD in Axviation

B b p
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o
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o o
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Strength Wealkmess
1. Fastest Growing Aviation Market,
2. High AP Traffic,
3 h: T.'unl:-ﬂlml::uﬂmuﬁ.ﬁl b hinguall,
4I uu:-.:.ummmwmﬂpu - . Poliical i,
: sengery,
3. Movemasnt of labours,

5. Indian Liberalization Policy, . | o
&, Tax Heli - Special Ecomemic ' '

E:. 4y 5. Problem of statutory formalities,

; 6. lnsufficient infraserucnure, and
7. Largest Peniniula, 7. Disinterest in doing busines
8. Abundance OfNanural Rasources A I Solip Bavnes
£, Abundxst Supply Of Labour Farces
Economic
Impact of FDI
on
Opportusities Indian Aviation Threats
Sector

1. Natonal Civil Avistion palicy, 2018, 1. Problems in Open Skv policy,
1. affordable flving charges, 1. Alr & Navigation Systam,
3. AlrSEWA, 3. Lack of latest technology,
4, Famoval of baggage stamping, 4, Temrorism,
5. UDAN- Ragional Connactivity 5. Poor mfrastructure facilities,

schemi, 6. Lack of data base,
€. Single window syitem i SEZ with tax 7. Pelitical interference,

holidays, §. Land litigations
7. Robust Security Architecturs and
8. Enhanced gkl development schemesy

Source: Prepared by author,

CONCLUSION

Fig. 1 SWOT Anahais - Economie Isspact of FIN on [odias Aiases Seceer

aviation has ity momestun of Enprovement with tods
affects of Cilobal aviation scemario and liberalization

Th currest ressarch articls, finds thet [ndia i yet of policy of India While compering advastages and

insprove the sandard of aviation sector [ndia adopted
Wneralzatioe policy in 1999, bet oaly in the recet past, o Lrages Of Sviation pector for foreign iestmet,
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Trmvestment in aviation sector, as India has an increasing
demand on carzo as well as passenger fiy. Most of the
developing countries are interssted in investing in India
DISCUSSION

While preparing this ressarch article, the datz en
enerzy resources for aviation and regonal conpectivity
are hmang throst area of ressarch, az availability of
spurces and allocation of resources finds difficult doe
to zocial, economic, political and culbaral hurdle:. Exven
though the Mimistry of civil aviation extends mumber of
facilities, the sector finds difficult to serve the ulbmate
Clientz
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