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The Study of Contribution and Challenges of The Aviation
Sector in The Indian Economy

Dir. Sanjay Jagdeorao Tale

Arts and Commerce College Warwat Bakal
Tq. Sapgrampur Dhst. Buldhana 4442032

Abstract:

India, the third-largest domestic market for crvil aviation mn the world, 15 showmg rapid growth. The
aviahion sector 15 providing many opportunities for success not only within the country but also abroad.
Privatization 15 expected to strengthen the ciwil aviation sector and confnbute to its massive expansion. India
15 the fastest-growing aviation market m the world. The contmbufion of the aviation industy to the Gross
Domestic Produet (GDF) 15 about 5%, About 40 lakh people have got emplovment i this ndustry. The
number of passengers has also mereased continnously. But Indian awhnes are in dwe straits due to stff
competition, low fares, expensive mammfenance, and high fuel pnces. In today's time, technology 15 changmmg
so quickly that with the help of new techmolopy, compefing companiss beat the companies adopting old
technology in business. Some airlmes create excess capacity at uneconomueal prices, such as by purchasmg
more aireraft than requived and for this by seeking credit famlibies from banks, availing various credit
facilities at kngher interest rates and finally They zet frapped m such a cyele from which it 15 Impossible to
get out. Today most Indian airdines are facing a simalar sifuation. In this research paper, the contnbution and
challenges of the aviation sector in the Indian sconomy have been studied.

Keywords: Airlines, Indian Economy, GDP, Aviation Industry

Eesearch Methodology:
The research paper has depended on secondary data.

Ohbjective of Rezearch:
1} To study the contnbution of the aviation sector mn the Indian economy.
2} To study the challenges of the aviation sector i the Indian economy.

Introduction:

The country is moving towards a 5 trilhon economy and it is going to give a boost to the aviation
sector. 90 years ago, India’s first hicensed commercial pilot JE.D. Tata operated the first flight of an anline
from Karachi to Mumbai. Then it was called Tata Awr Services. Although the DeHavilland Puss Mouth
arcraft had 2 passenger seats, it only camed mail. It 15 difficult to imagine how this modest beginmng m
October 1932 has grown info the vibrant and fast-growing aviation industry of India teday. However, the
aviahion industry progressed mn the decades following the first flight Deregulation in 1994 zave it a fillip
and attracted infrepid entrepreneurs and business magnates to the sector. It has achieved success through a
peniod of innovation, expenmentation, and social falure, This has seen the birth of pew amhnes and the
rebirth of others in the enswing period.

I the last three years, India's e1vil aviation sector has become one of the fastest-growmeg in the country.
It can be broadly divided into three categories: scheduled air transport service, which includes both domestic
and imfernational awhines; pon-scheduled air transport service, including charter operators and awr tax
operators; and air cargo service, which includes air delivery of mail and carge. In South Asia, domestic
fravel accounts for over 69% of all airline travel, and India's airports could accommedate 1 billion
passengers anoaally by 2023, As per the air traffic movement, which stoed at 613,566 m the first quarter of
FY 2022-23, as against 300,405 in the same peniod last vear, a growth of 104.24%, mdicatmg that the Indian
aviahion sector has fully recovered from the COVID-19 pandemic. Has recovered. Within the next ten years,
India, which now has the seventh-largest ervil aviation mdustry in the world, 15 projected to overtake the
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Untted States as the third-largest crvil aviation market. With the highest market share, IndiGo 15 the largest
arhne camer in India. India has overtaken the UK to become the world's thurd-largest domeste aviation
market and 15 expected to overtake it by 2024. The civil aviation sector in India is expanding in many areas,
but there are still many hurdles to overcome. The Indian aviation sector has nsen above all major challenges
mehiding the pandemic, and the industry gets its boost from the pandemic COVID-19 disorder followed by
a successful vacecine rollout.

At present, the number of air travellers 15 increasing. At present only seven out of 100 people travel
by air. If this figare ncreases from seven to forty, then this fipure will reach one crore. It is possible. The
experience of doing business in the aviation sector mayv not be very smooth as we get negative feedback
many fimes, but surely now it 1s moving towards positrvity.

Countribution and Challenges of the Aviation Sector in the Indian Economy:

The aviation industry 1s linked to other economic sectors and generates meome. The domestic market
segment of the Indian air transport industry has expenenced particularty raped expansion iIn recent years. A
growing share of middle-class households, competitive low-cost camers, expanding infrastruocture at major
apports and a supportive pohey environment boost the economy. Growth in demand for air travel m India
requires a robust ecosystem and encouwraging government policies. In the longer term, the underbying factors
that influence air travel demand, such as population growth, demographic changes, and nsing samings, are
positive and supportive of further expansion. According to estimates, 6.2 milhon new jobs are created 1n
India by foreign visitors who fly in. India's GDP receives a total annual boost of $72 billion from the
aviation sector.

The Indian economy 15 growing, pushing GDP past 8%, and this rapid growth rate will contmue for a
few more years. Air fraffic has increased sigmificantly, and the transportafion sector is projected to see a
growth of over 25%. Aw travel in India has become more widely known with the advent of private operators
and a significant drop in air ticket rates. In India, the aviation industry dectly supports 3,90,000 employees
and mmdirectly sustains around 5,70,000 jobs through various supply chains. Addibionally, air travel promotes
mvestment and touwrism in India. Avports are changmmg their ownership and administration, gomg from
public ownership m public-private partmerships to being operated by a concession agreement on behalf of
the owmer, and evenfually bang fully prvately owned. As a result, there 15 greater potential for greater
amport development investments, which in turn will enable suppliers to expand their market share with both
existing and new goods.

Advanced concepts such as "walk-through secwrity” have been developed wsing state-of-the-art
technology to reduce passenger walting tmes, whale biomefrics can be used to automate venficafion
processes and reduce manpower. Anport security systems bhave fast become a huge trend. Supplers are
encouraged to incorporate cybersecunty services into their IT systems. Suppliers are aggressively promoting
securtty solution surfes to gain a competifive advantage and expand thewr market presence. As passenger
operafions evolve, passengers will be able to complete all services from check-in to boardmg the flight on
ther own. This will help in rescurce optimization, cost reduction, and increase mn non-asronautical revenue.
Suppliers have created new standardized products to support such services, such as self-service platforms
and e-boarding. Passengers will also be able to control thewr jowney inchiding trackmg their luggage.

Growth in non-zeronaufical meome for awports will result from targeted marketing, including
mformation on store locahions and auport discounts, as well as new shopping methods such as online
shopping and offsite delivery of goods. Suppliers have offered passenger tracking and flow management
systems as well as personalized technology that uses Bluetooth and Wi-Fi to identify and communicate a
customer’s location about a business.

Air travel has grown rapadly due to mereased competifion on major routes, the expansion of low-
ticket fares, and the availababity of addinonal flights. By 2025, the number of passengers traveling by air 15
projected to double, while awhne operations are expected to triple. The Asia-Pacific region has seen a
growth in the ar travel population. As a result, providers have targeted thas region fo develop a market
presence and create growth potential Freight traffic grew at a CAGE of 2.52% between FY 16 and FY22,
from 2. 70 MMT to 3.14 MMT. The freight traffic in the first three months of FY 2022-23 was 0.81 MMT.
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The Government of India 1s stiving to buld more aurports to handle the increased aviation traffic. By 2022,
there were 129 active atrports in India. India plans to have betwean 190 and 200 operational airports by
Fy2040.

The awport will focus on generating energy from renewable sowrces and upgrading energy
management fechnologies to meet strmpent norse and air pellution norms. The Internationzal Airr Transport
Association serves as the final element of infernational regulation. Thes anline mdustry orgamzation offers
governments fo negotiate bilateral agreements with tanff negotafion proceduwres. It has also addressed
economies and accounfing, environmental i1ssuwes, and consumer nghts. India wall requre 2,380 new
commercial awreraft by the yvear 2038 due to the merease i demand for aw transport. The travel market m
India, which was estimated to be around U%% 75 billion i FY 2010, 15 estimated to reach US$ 125 billion
by FY 2027, according to a research fitled "Travel Market m India" released by Red Corps. A division of
Bed Sears that focuses on early-stage startups. Awport dipthzation 15 growing rapudly, supporing trends
such as increased antomation and optimmzed passenger services. This will result m a connected anrport with
visibility mto all activifies and the ability to more effectively track and manage performance against kev
performance mdicators.

In the aviaton industry, there 15 a shortage of tramed and skilled workers, which leads o hot
competitton for labor and ultimately to unstable wages. Addifionally, the sector fails to refam skilled
emplovees/workers. The proporhon of international air fravel will confinme fo change for at least until 2023
due to the mnereasing mumber of travel restmehons from the worst of COVID-19 on the aviabon sector, as
well as periodic lockdowns. Within the first several months of the pandemuc, the economic sifuation tumed
dire, leading to nationwide lockdowns, shortages of necessities, and huge loss of life affecting major regions
around the world. Among them, the aviahion industry was one of the most damaged.

One of the components that play an mportant role 1 the operafing profit or loss of an awrhne 15 the
price or vield. Real retums declined and commercial liberalization resulted in fisrce competition. However,
expectabons of a dynamic market and how arhnes meet them through cost control in markets that remain
highly competittve will have an impact on future yield growth. While efforts have been made to improve the
mirastructure, the results will not be apparent for some vears. Even though several airlmes are operating,
there 15 a lack of regiomal conpectivity. One of the biggest problems facing India's aviation industry 1s
providing regional connectivity. The absence of awrports 15 hindering the expansion of regional connectivity.
Flobal anport meome virtnally disappeared wathout fees related to air fraffic and passengers, as evidenced
by the closure of many airline firms.

Input cost is very lugh m respect of one component of the reason, such as withholdng tax on interest
repayment on foreizn cwrrency loans for airerafi acquisiion. There was also a concern that busmess travel
would be replaced by video-based conference calls and webcast business conferences as Internet and
mmltimedia technology advanced. However, since personal contact 15 stll valuable to domg business, it has
not yvet had a major impact on business travel. Ol prices nse as a result of Bussia-Ukramne war: As Eussian
President Mr. Viadwmr Putm declared war on Ukrame, Brent crude ol pnce crossed S100 per barrel
According to industry observers, the aviation, paint, and o1l markefing industies and many others are facing
sigmficant challenges as a result of nsing crude o1l prices.

Conclusion:

At present, the emil aviation mndustry 15 a rapudly growmg sector in India. Passenger traffic in India
has increased from 14 million in 2001 to 140 million in 2017, which is expected to reach 11 billion by
2040, The Indian crvil aviation industry 1s going through an unprecedented phase of expansion, where on the
one hand the sector 15 wimessing growth, while on the other hand Indian anhnes are facing vamous
structural challenges which are making it difficult to operate smoothly. At present, India iz rapidly emerging
m almost all sectors at the global level In such a situation, the aviafion sector cannot be ignored. This sector
15 a major employvment provider as well as a sigmificant conmbutor to the economy. Other structural reforms
are also needed 1 this sector, which wall ensure the progress of this sector. Governments have faled to
formulate a successful long-term policy for the airline imdustry. Since airlines are paving in dollars for
service delivery, rupee depreciafion and rupee volanlbity have bhurt the profitability of the mdustry.
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