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NEW DELHI: Budget carriers are expanding aggressively at a time when fullservice airlines are struggling to
minimise losses, making many wonder whether the lessons of the recent aviation crisis sparked by excess
capacity got lost on them.
Lowcost carriers such as IndiGo, SpiceJet and GoAir are expected to more than double the number of
aircraft on domestic sectors to around 130 from 58 at present. The pace of their expansion — 58 aircraft per
year individually — has raised visions of another crisis, but analysts say their plans are viable in the long
run.
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"We very much doubt if they will go in for irrational capacity expansion that will bring down yields," said
Amber Dubey, an airline industry analyst with global consulting firm KPMG. "They are extremely conscious
of load factors and the yield," he said.
Independent budget carriers, which operate a quarter of the 250odd aircraft in the domestic sector, have
captured more than 35% of the market. The industry is slated to grow at 810% annually to around 400
aircraft by 2015, and the three lowcost carriers are expected to operate at least half of them, according to
industry estimates.
"In the next five years lowcost carriers will capture threefourths of the market," said Kishore Gupta, director
and interim CEO of Gurgaonbased SpiceJet. "There could be saturation in some sectors. But there are
many airports in the country that are not even covered. These will drive passenger growth in future," he said.
The airlines are counting on the growing passenger numbers and the high economic growth. Indian economy
is expected to expand at 89% in the next five years, which will, in turn, help the airline industry clock a
growth rate of 1517% annually. This translates into 200 million passengers by 2015. For the current fiscal,
experts have forecast total passenger traffic to touch 135 million, including 85 million domestic travellers.
Together with the lowcost operations of full service carriers such as Jet Konnect, Jet Lite, Kingfisher Red
and Air India Express, the three budget airlines have cornered twothirds of the Indian aviation market.
"Despite being very class conscious, India is a very price sensitive market. So the market is yet to witness
the full potential of lowcost airlines," said Manish Chheda, managing director of consulting firm Auctus
Advisors.
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The country's largest lowcost airline, Indigo, plans to take delivery of more than 70 aircraft by 2015. Indigo,
which also plans to fly global routes from next year, has approval for taking deliveries of 150 additional
aircraft after 2015.
SpiceJet, which operates 22 aircraft at present, has ordered 30 more aircraft to be delivered starting 2014.
The airline, majorityowned by Kalanithi Maran, on Tuesday announced its global foray with fights to
Kathmandu and Colombo. SpiceJet said its was a modest expansion plan, considering its upcoming
international operations and domestic growth.
"The capacity addition we intend to do over the next 5 years is well thought out to support growth," a
spokesman for the airline said.
Though GoAir doesn't have plans to fly on international routes, it has advanced the delivery of 10 aircraft
order by a year to 2013. The airlines are fully convinced about the viability of their largescale expansion
plans. It sees demand far outstripping supply.
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"LCCs are just responding to the business environment. Also, their expansion is phased over a period of 57
years, which means they are not being irrational. Though, with their capacity expansion in the next 5 years,
their load factors could come down to 75% from 8090% at present," said Ajay D'souza, an analyst with rating
agency Crisil.
Analysts are also optimistic about the international forays of budget carriers. "Researches show that when per
capita income hits the $15,000 per annum mark, the international travel segment explodes. This income level
has been hit in the metros that are home to most flyers," said Mr Chheda of Auctus Advisors.
Industry analysts said it is too early to predict if the expansion of budget carrier will mean shrinking of market
shares for full service carriers. But all of them agree that the market share of full service carriers will grow
slower than that of nofrills airlines.
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