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1. OVERVIEW OF GLOBAL AVIATION INDUSTRY
Global economic growth has been picking up
in the last two years on the back of recovery in
investment, manufacturing and trade. The
economic pickup started in 2016 and gathered
steam in first half of 2017 as continued
recovery in global investments spurred
manufacturing activity (rising PMI index) and
increase in private consumption. While the
economy is expected to grow at 3.7% this year
and next. The balance of risks to the global
outlook though remains tilted to the downside
in the upcoming years. The major factors
expected to effect global economic boom
include
increased
trade
protectionism,
elevated economic policy uncertainty, the
possibility of financial market disruptions, and,
over the longer term, weaker potential growth.
In the short term, the advanced economies
such as the United States, Europe and Japan
are expected to show strong growth. But, in
the medium term, protectionist threats are
creating uncertainty towards economic policy
and are negatively impacting overall investor
sentiment. It is expected to be further impacted
by tightening of monetary policy in United
States and limiting of prospects for commodity
exporters due to shifting demands for oil and
other commodities by China. According to
world bank report, the 2.3% growth in 2017 for
developed economies is going to reduce to
2.2% in 2018, 2.0% in 2019 and 1.7% in 2020.
In emerging markets and developing
economies (EMDEs), economic growth is
expected to plateau from 4.3% in 2017 and
4.5% in 2018 to 4.7% in 2019 and 2020. The
monetary policy tightening in the United States
is expected to cause an increase in the
borrowing costs for EDMEs impacting growth.
As compared to Asia Pacific regions,
prospects for many emerging market and
developing economies in sub-Saharan Africa,
Middle East, and Latin America continue to be
lacklustre.

1.1 Global Aviation Industry
Supported by low fuel prices, consolidation in
major markets, advent of LCCs in emerging
markets like South East Asia and high load
factors due to rebound in global economy, the
global airline industry had been growing

profitably over the past 2-3 years.
More than 4.1 billion passenger segments
were flown in 2017, an increase of ~200 million
compared with 2016. Industry-wide revenue
passenger kilometers (RPKs) grew by 8.1% in
2017 due to improvement in Industry EBIT
margins.
Globally, airlines continued to add capacity as
Available seat kilometers (ASKs) flown
increased by 6.1% and industry-wide
passenger load factor increased to an all-time
high of 81.5%.
Going forward, the RPKs are expected to grow
by 7.0% in 2018. The relatively slow growth in
2018 is mainly because of decrease in fare
stimuli due to increasing costs for airlines (both
fuel and labor) and slower expected economic
growth in 2018. The operating margin reduced
in 2017 to 7.5% from 8.5% in 2016. This was
mainly been driven by rise in fuel prices. The
share of fuel in the airlines‟ total costs
increased to 21.4% in 2017 from 20.8% in
2016.
While the overall trend is towards decreasing
operating profit margins, there are stark
differences in performance across regions.
Over half of the industry profits are generated
in North America while African carriers are
expected to continue generating an overall
loss. However, the period of US and European
dominance in global aviation is gradually
changing, with the rapid growth of air travel in
developing markets like Asia. This dominance
is challenged by strong passenger traffic
growth in China / India as well as by the
emerging dominance of Middle East carriers
such as Emirates, Etihad and Qatar Airways
which are stealing a larger share of long-haul
Asia-Europe and Asia-US routes. Asia
dominated the ranks of the fastest-growing
origin-destination (O-D) passenger markets in
2017. The industry‟s center of gravity is
thereby gradually shifting eastwards.
As per the IATA traffic data, the Asia-Pacific
region was the fastest growing region with
10.9% traffic increase closely followed by
Europe with a 9.1 % increase. Growth
in
Asia Pacific was largely driven by India (18%
YoY)
and
China
(12%
YoY).
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Figure 1 Passenger Capacity Growth across Regions (%YoY)
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The growth has been driven by certain
fundamental undercurrents which are expected
to drive the industry in the coming years:
1) Rising disposable income: Emerging
nations have very low air trip density as
compared to developed nations. With
rising
prosperity,
many
first-time
passengers will join the list of fliers.
2) Declining Travel cost: In the coming two
decades, the real cost of air travel is
expected to show a downward trend, at a
rate of 1 – 1.5% per year driven by larger
and more fuel-efficient aircrafts.
3) Growth in LCC Penetration: LCCs
continue to experience above - average
growth rates, particularly in emerging
economies with many first-time fliers. The
growth in North America was below 5%
despite the best operating margins for
airlines across all the regions.
4) Oil Prices: Compared to the last decade,
oil prices are expected to remain low over
the longer-term period.
5) Policy Support: Most leading countries
have deregulated the air transport sector
and have gone for open skies
agreements.
6) Improved air connectivity: Additionally,
air connectivity is also expected to
increase with addition of new longerrange mid-size aircraft.

1.1.1

Growth Story for 2018

Passenger demand is forecast to increase by
6.5 %, slightly lower than 2017‟s growth rate
(7.3%). This will boost passenger numbers by
about 265 million to 4.36 billion. Similarly,
during 2018 airline fleet is forecasted to
increase by over 1000 aircraft reaching almost
30,000 aircraft. Planned capacity increase will
keep the average load factor or occupancy
level in 2018 to 81.7 percent, similar to 81.6
percent in 2017. The slight gain is not enough
to allow airlines to boost fares or unit revenues
to balance increase in operating costs.
IATA expects 1.0% of the world GDP in 2018
to be spent on air transport. It will account to a
spending of $871 billion as compared to $787
billion in 2017. The increase is expected due to
growth in global economy and adding of new
destinations with increasing frequency. The
number of unique city pairs worldwide is
expected to increase by ~1,000 to 21,314. The
stronger economic growth is expected to offset
the haul due to increasing oil prices.
Despite increase in revenues, due to rising fuel
prices and labor costs the operating
profitability is expected to decrease from 7.5%
in 2017 to 6.8% in 2018. The net post-tax profit
is expected to be $33.8 billion in 2018 over a
revenue of $871 billion. Despite expected
marginal increase in load factor in 2018 from

The global aviation industry saw strong growth in 2017 especially in the domestic markets
largely supported by the economic recovery, industry rationalization and low fuel prices.
This growth, however, varied across regions significantly - with Middle East and Asia
Pacific regions being the leaders.

12

81.5% in 2017 to 81.7% in 2018, the net profit
per passenger is expected to be only $7.76 in
2018 as compared to $9.27 in 2017.
Further, Profitability of airlines is not expected
to be spread equally across regions. North
America is expected to provide almost half the

industry‟s profit, with per passenger income
expected to be at $15.67 compared to
expected global average of $7.76. APAC,
Middle East and Europe are expected to fare
well. Latin America (LATAM) is expected to do
better than last year but Africa is still expected
to
struggle.

Figure 2 Expected Industry Profit for 2018 across Regions
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Some major trends in the passenger traffic
segment in 2018 are:
1) Long-Haul flights by LCCs: Australia‟s
Jetstar and Malaysia‟s AirAsia X were the
pioneers of the long-haul low-cost models.
However, with the availability of better
aircraft technology, new business models
and increasing acceptance of unbundled
airline services, many other LCCs are
gearing to start long-haul services.
The new generation 737 Max and
A320neo can now be employed on
transatlantic or trans-continental routes
due to huge leaps in reliability and fuel
efficiency. Their increasing popularity has
seen an expansion of narrow body aircraft
handling long haul routes.
Low cost long-haul services can become
more viable in developing countries such
as India with expanding middle class and
their aspirations to take leisure trips
abroad. Indigo and SpiceJet – India‟s one
of the largest low-cost operators, are
expected to launch their first European
long-haul flights by Q4 2018. Indigo too
has recently upgraded the order of 125
aircrafts to the longer ranger A321 family.
According to a CAPA report, Indian lowcost carriers are expected to operate
approximately 40 widebody aircraft by
2025, adding 2 million annual outbound
passengers to long destinations.
2) Capacity Expansion: IATA‟s April 2018
passenger traffic data showed that
demand (measured in RPKs) increased
by 6.2% compared to April 2017, while
April 2018 capacity (measured by ASKs)

increased by only 5.9%, and hence load
factor climbed 0.2 percentage points to
82.3% - a record for the month of April.
This highlights that the demand is rising at
a slightly greater velocity as compared to
the airline capacity. But as load factors
reach higher levels, we should see an
increase in capacity. This will further
boost traffic.
Indian carriers are already scrambling to
expand fleets. Existing orderbook of the
carriers already stand at ~900 aircrafts for
the next 7-8 years. Low cost carriers are
taking the lead in fleet expansion and
accounts for >85% of the existing
orderbook.
3) Middle-East Market Growth: The US
had announced an aircraft cabin ban on
Personal Electronic Devices in March
2017 that on average impacted about 333
flights per week from the Middle East and
North Africa. Following the move, the UK
government announced a similar ban on
laptops and tablets on direct flights from 6
Middle East countries.
The ban was lifted in July 2017 from some
of the major airlines in Middle East –
Etihad, Turkish Airlines, Emirates, Qatar
Airways and Saudi Airlines – after they
met all security requirements. Post lifting
of the ban, the market segment to/from
North America has been strengthening.
Middle East has started showing robust
growth (except in Jan‟18 due to Lunar
New Year (LNY) disruption). The Asian
and European markets have been
performing solidly.
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Figure 3 ASK Growth Rate in Middle East
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1.2 Air Cargo Market
Air cargo is an essential part of the globaltrading system and plays an important role in
economic development. Cargo business
generates 9% of airline revenues on average,
representing more than double the revenues
from first class segment. The high value aircargo industry is critical for serving markets
that demand speed and reliability for transport
of
goods.
Time-sensitive,
temperaturesensitive and high-value commodities and
rapidly growing e-commerce industry require
the unique capabilities that air cargo provides
and offers.
The global air cargo industry handled a total of
61.5 million tons of cargo in 2017, which IATA
expects to rise to 63.6 million tons in 2018
representing less than 1% of world trade by
volume and over 35% by value. The value of
goods carried is expected to exceed $6.2
trillion in 2018 (7.4% of world GDP).
As per Boeing‟s estimates, ~80% of world
trade happens in raw materials and other bulk
items like oil, metal ores, and grains. Most of
these commodities are low value and are not
time sensitive, hence are shipped as sea
cargo.
Air cargo is used for the most valuable and
time-sensitive goods and historical data shows
that ~30% of shipped air cargo are perishables
and 70% are manufactured goods.
Without air shipments, global supply chains
could not function, and availability of many

time- and temperature-sensitive products, like
flowers, pharmaceuticals, would be restricted.
Freight is regarded as the barometer of
commerce. The World bank states that the air
cargo growth can be predicted based by the
World GDP growth rate with a 98% accuracy.
The air cargo traffic witnessed virtually no
growth over these years till around 2012-13
due to the financial meltdown in FY‟08. But,
post 2013-14, the cargo demand, measured in
freight ton kilometers (FTKs) grew by 2.3%
from 2014 to 2015 and by 3.6% from 2015 to
2016.
According to IATA, 2017 was the strongest
year for cargo industry since 2010. Cargo
demand measured in Freight tonne kilometer
(FTK) rose y-o-y by 9% in 2017. Freight
capacity as measured in Available freight
tonne kilometer (AFTK) has grown at a slower
rate than demand. AFTK grew y-o-y by 3% in
2017. This was the slowest capacity growth
since 2012. Demand growth outpaced capacity
growth by a factor of 3 in 2017.
Figure 4 Freight Capacity Growth Rate - 2017
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Source: IATA Report

America. Airlines based in Europe and Asia
Pacific accounted for around 50% of the total
FTKs.

The year-to-date growth in FTK has been 3.7%
till September 2018 with high growth in Latin

Figure 5 Air Cargo Region-wise Market Share (2017)
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Figure 6 Freight Capacity Growth as of Sept 2018 (% year-to-date)
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In 2016, 17 among top 30 airports for air cargo
were in Asia region which accounted for 54%
of the total air cargo handled by the top 30
airports round the world. More than half of air
cargo traffic is carried on freighters. While belly
capacity has increased by 27% over the past 5
years, the number of large freighters in service
have increased by 8% over this same period.

The share of cargo carried on freighters
remains high in markets across the world,
especially in the world‟s two largest trade
routes, Asia–North America and Asia-Europe,
where more than 70% of total air cargo traffic
is carried by freighter airplanes. While
freighters volumes remain high, their share of
FTKs was 43% in FY‟15.

The air cargo industry has been on a revival path after some lacklustre years of growth
due to the financial slowdown. The recent growth has mainly been driven by the Asia as it
houses many of the emerging economies including the global manufacturing power China.
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2. OVERVIEW OF INDIAN AVIATION INDUSTRY
Economic growth is gaining strength in 2018
and even in 2019 India is likely to be the
fastest-growing major economy in the world,
as per World Bank. Reserve Bank of India
(RBI) and the government remain committed to
preserving the hard-earned macro-economic
stability through positive real interest rates,
fiscal consolidation and reducing inflation
expectations. Inflation dynamics of India has
significantly improved after the RBI adopted
the flexible inflation-targeting framework.
Further, cleaning up of balance sheets in the
banking system, recapitalization of PSBs,
passage of the Bankruptcy Bill will strengthen
banking system and boost credit growth.

Union budget of 2018-19 continued the
agenda of fiscal prudence with emphasis on
reducing central government‟s debt to GDP
ratio. Union Budget also focused on rural
economy through targeted investments.
The recent government initiatives such as
demonetisation and the Goods and Service
Tax were seen to have some short-term
impact as GDP growth rate declined from 7.1%
in 2016 to 6.7% in 2017. But the effect is
fading as per the latest report by World Bank,
where they have maintained the expected
growth projections 7.5% for 2019.

Figure 7 India GDP Growth Rate (%YoY)
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The fundamental factors that are driving
growth in India are:
1) Population & Demography
India is the second most populous nation in the
world with an overall population of 1.4 billion.
As per global workplace solutions provider
Steelcase, India's middleclass population is
expected to grow to 475 million by 2030
contributing significantly to the country's
population. Over the next 25 to 30 years,
India's working population may equal the total
population of the United States. According to
Euromonitor International, the number of
households with a disposable income of more
than $10,000 has leapt from around 2.5 million
in 1990 to over 50 million in 2017.
2) Government Reforms and Initiatives

The Government reform agenda focused on
improving ease of business is gaining traction
and will help keep up the economic momentum
in the long term. India has jumped 30 positions
to become the top 100th country in terms
of ease of doing business ranking this year.
The World Bank has attributed the change in
India ranking to the sustained business
reforms it has undertaken ever since Modi
government took charge a little over three
years ago. Apart from reformatory policies, the
Government is also working on repairing the
balance sheets of Indian banks to support
infrastructure growth by restarting the
investment & lending cycle.
The Government‟s all-round infrastructure
development focuses on multiple ambitious
programs including USD 7 Billion investment to
16

develop ~ 100 Smart Cities, building 20 million
homes for urban poor by 2022 at an
investment of USD 181 Billion and 24x7 power
for all citizens.
The government recently launched he first
multi-modal terminal on the Ganga river in
Varanasi under a project aimed at promoting
inland waterways as a cheaper and more
environment-friendly means of transport.
Reviving the short-term slowing down of
economy in 2017, the government has given
high emphasis on boosting the rural economy
to ensure increase in consumption and in turn
boost the economic growth rate. Accordingly,
the government through the 2018-19 Union
Budget, targeted three pillars of growth:
consumption,
investment,
exports
and
employment.
3) Consumption
India has seen increasing consumption backed
by increased discretionary spending by middle
class. To boost consumption, MSME sector
has been provided with initiatives such as
credit support, capital and interest subsidy.
Initiatives like Trade Electronic Discounting
System (TReDS), Grameen Agricultural
Market
(GrAMs)
linkage
to
National
Agricultural Market (e-NAM), revision of
refinancing norms under the MUDRA Yojana
to the NBFCs have been undertaken.
Government also has plans of setting up 42
mega food parks and commercially viable farm
producer companies with tax incentives. These
push to MSME and rural sectors is expected to
boost consumption.
4) Investment
Various reforms are also being implemented to
boost investors‟ confidence. The Insolvency
and Bankruptcy Code has already seen
admission of 500 companies by National

Company Law Tribunal. Further, the
recapitalization of public sector banks with Rs
2.11 lac crore package is expected to tackle
the systemic issue of the stressed banks and
corporate balance sheet problem.
5) Exports and Employment
To boost exports, Sagar Mala project has been
started to modernize India's Ports and Inland
waterways so that port-led development can
be augmented, and coastlines can be
developed to contribute in the country's
growth. Higher allocation of funds to the animal
husbandry, fisheries department, extension of
Kisan Credit Card scheme to these units,
increasing institutional credit to the agriculture
sector, favourable tax treatment to Farm
Producer
Organizations
are
initiatives
undertaken to achieve the $100 billion
agriculture export potential as envisaged by
the current government.
6) Digital India
The Digital India programme aims at
transforming the country into a digitally
empowered society and knowledge economy.
The government‟s resolve to implement this
transformational initiative can be seen through
efforts put in the JAM trinity solution – Jan
Dhan Yojana for financial inclusion and direct
benefit
transfers
based
on
Aadhaar
infrastructure and mobile interface for banking.
While the fundamentals are strong for India,
but certain downside risk remain. As per World
Bank, the downside risks include internal
possibility of fiscal slippages, delays in reforms
to resolve financial vulnerabilities and improve
the health of regional banking systems as well
as external factors such as faster-thanexpected tightening in global financial
conditions and fear of global trade war.
However, at the same time, stronger than
expected global growth can lead to increased
domestic growth for India.

The Indian economy is in a bright spot with strong macroeconomic. Sustained business
reforms initiated by the government have helped boost the countries Ease of Doing
Business Ranking by 30 ranks to 100th position this year.
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largest aviation market by 2020 and the largest
by 2030.

2.1 Indian Aviation Industry
India is the ninth-largest civil aviation market in
the world and presently has a market size of
USD 16 billion. In terms of domestic traffic, the
country ranks third in the world. The Indian
aviation sector has witnessed double digit
growth over the past 5-6 years. The growth of
the industry is being propelled by the
development of airports, presence of several
low-cost carriers, a liberalized FDI policy,
increasing adoption of information technology,
and focus on improving regional connectivity.
Industry analysts expect India to achieve some
of the fastest growth of any aviation market in
the world over the next 20 years. The Indian
aviation sector is poised to become the third-

The growth in Indian aviation market in recent
years have been robust, riding on India‟s
expanding middle class, strong economic
development and network expansion. India
has been the fastest growing domestic aviation
market for the third straight year in 2017
(17.5%). The overall passenger traffic in India
touched 308 million in FY2017-18 as
compared to 124 million in FY2009-10. This
accounts to a CAGR of ~12%. Domestic traffic
(243 million in FY2017-18) has witnessed
larger growth over the same period (CAGR of
~13%) as compared to international traffic (~65
million in FY2017-18 with a CAGR of ~8%).

Figure 8 Growth in Passenger Traffic (in million) in India
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As per IATA estimates, air traffic in India is expected to reach ~478 million passengers (based on trips
and not airport throughput) by 2036. To support such high traffic volumes, country needs to develop
adequate supporting infrastructure. Additionally, to support this growth we will need to develop
adequate airline capacity and skill development in the country.
To prepare for such growth, government is focusing on taking 15-20 years view on airport
infrastructure development. The government earlier this year announced a NextGen Airports for
Bharat (NABH) Nirman scheme to expand airport capacities to more than 5 times. This scheme
constitutes investments to be made in airport upgrade by both the private sector and the state-owned
Airports Authority of India (AAI) in the due course of time.
Jayant Sinha, Minister of State for Civil Aviation, acknowledged that the aviation sector in India, is
currently growing at nearly 28 per cent and will see an investment of close to Rs 1 lakh crore in the
next five years for capacity augmentation and development of new greenfield airports, In line with this,
in March 2017, the Indian government gave a go ahead for the construction of 18 airports to connect
smaller towns and reduce load on some of the airports running at near-full capacity. Two of these
airports – Mopa (Goa), Navi Mumbai – were bid out in the last 3 years.
In March this year, Boeing has predicted that Asia Pacific is going to be major market for aircrafts in
next 20 years. Aligned with this expectation, majority of the Indian airlines have huge size of aircraft
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orders lined up for delivery over next few years. Combining all the carriers together, India's fleet size
is ~ 60% of the entire South Asia, but its outstanding orders for planes are >90% of those from the
region, as reported by CAPA-Centre for Aviation. Airbus has said it will deliver one plane every week
to Indian carriers for the next ten years.
In the past decades, most of the air traffic growth has been concentrated at the major airport hubs.
But the top 10 airports are expected to reach their saturation capacity in the next 5-10 years. The next
level of growth in air connectivity will involve unlocking the potential of these non-metro, regional
airports.
The NCAP 2016 was announced by the Ministry of Civil Aviation with an aim to boost regional air
connectivity, establish an integrated eco-system to promote tourism and generate employment. Its
vision is to enable 50 crore domestic ticketing, 20 crore international ticketing and cargo volumes of
10 million tons by 2027. It focuses on making flying affordable and accessible to masses
The Government recognizes the need to generate demand at these regions as well as a lack of
proper airport infrastructure. To support this growth, the government as part of its NCAP 2016 policy
report launched the Regional Connectivity Scheme. The objective of RCS is to promote tourism,
provide employment and promote balanced regional growth by making flying affordable for the
masses. The policy intends to improve regional connectivity via measures such as incentives for
airlines, airfare caps, and revival of existing airstrips and airports. Already, through 2 rounds of
bidding, the government has awarded more than 450 routes to various airlines.
The combination of a growing demand increase in FDI & private investments and favourable policy
reforms has put India‟s aviation sector on a growth trajectory. It is in a sweet spot in terms of macro
and socioeconomic factors for long term sustainable growth in passenger and cargo traffic.

2.2 Indian Air Cargo Market
The Indian air cargo sector has grown rapidly over the past decade, paralleling the development of
the economy. It has consolidated its position in the Asia-Pacific market which continues to dominate
the global air cargo market with ~40% of the FTKs in FY‟17. India‟s international Air Trade to GDP
ratio has doubled from 4% to 8% in the last twenty years.
India jumped 19 places and ranked 35 in 2016 as against 54 in 2014 in the latest Logistics
Performance Index by World Bank. As per comments by Vandana Agarwal, Economic Advisor,
Ministry of Civil Aviation, “The ministry is working towards improving India‟s ranking in World Bank‟s
Logistics Performance Index (LPI) from 35 to 15 by 2020. The government has earmarked Rs 88,000
crore for capital projects at airport covering air cargo facilities also over the next five years”. It is a
matter of great importance to India as better performance in logistics not only boosts initiatives like
Make in India, by enabling India to become part of the global supply chain but also helps to increase
trade. According to the 2017 Agility Emerging Markets Logistics Index, India climbed to the second
position in the 2017 Index, switching spots with UAE. China, the world‟s second-largest economy,
again topped the rankings.
Total air cargo at all Indian Airports during 2016-17 and 2017-18 witnessed a growth rate of 10.1%
and 12.7% respectively with 3.35 million MT cargo traffic in FY‟18. International air cargo traffic
increased by 15.6% to 2.14 million MT in FY‟18 whereas domestic cargo traffic increased by 8% to
1.21 million MT. Presently international cargo contributes ~60% to India‟s total cargo industry with
approximately double the growth rate as compared to domestic cargo business.

Supported by rapid growth of international trade, India’s huge manufacturing engine and
a growing population, industry analysts expect that India will be among the five largest
international freight markets within the next 10 years.
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Figure 9 Freight traffic growth in India (mn tonnes)
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Airports
The Air Cargo Industry is currently
concentrated at the major airports with top 6
JV International airports accounting for 78% of
international cargo and 65% of domestic cargo

by volume. Delhi and Mumbai airports alone
handle around 60% of India's total
International air cargo. This gap in cargo
traffic volumes leads to congested cargo
terminals at the Delhi & Mumbai airports
thereby adding to their operational stress.

Figure 10 Concentration of Air Cargo at major airports

Source: AAI Traffic Data

Airlines

India‟s express delivery services is fragmented
with more than 2500 entities. The organized
segment
which
includes
key
global
aggregators like DHL, FedEx, TNT and UPS
and local players like Blue Dart, First Flight,
DTDC, Skypak, Overnight and Professional
Couriers together account for over 75% of the
total freighter‟s revenue.

The air cargo market in India is however
dominated mainly by belly-hold cargo carriers.
The proportion of belly cargo in domestic air
cargo has declined from 86% in FY‟06 but has
remained steady over the past 4-5 years with
the share of belly cargo being 78.8% in FY‟13
and 79.9% in FY‟16. The share of dedicated
freighters accounts for only around 20% of the
total
domestic
air
cargo
traffic.
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Figure 11 Share of International Carriers in Passengers & Cargo Traffic
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Foreign carriers have outpaced Indian aviation
players in realizing huge potential in cargo
revenues to and from India. While the share of
the foreign carriers in International Passenger
traffic to & from India is 63.4% (40% is
domestic Indian carriers), the cargo traffic
share is around 20% higher at 83.1% in FY‟16.
Foreign players have started operating wide
body aircrafts as part of their strategy to boost
belly capacities and make the most of growing
trade volumes in India. Except for Blue Dart,
no other Indian operator had dedicated
freighter service till 2015.
The Air cargo industry can contribute over 20%
to an airlines revenue through proper utilization
of the belly hold capacity on passenger
aircrafts. It is only over the past 2 years that
domestic carriers have realized this fact and
have started taken efforts to boost their
operating margins through increased air cargo
revenues. Jet Airways became first private
Indian passenger airline in late 2015 to start a
freighter service using a 330-200F aircraft wetleased from its strategic-partner Etihad
Airways. Indigo opted for lighter seats to bring
down operating empty weight of every aircraft
by about 700 kg, thereby generating additional
INR 200 Cr. through enhancement of belly
cargo capacity.

SpiceJet became the first Indian Scheduled
airline to branch into freighters with the launch
of its first cargo aircraft in September. It is
expected to induct four such aircrafts in its fleet
this year, offering nearly 27k tonnes per month
from current 15k tonnes per month.
The weight load factor declined from 78.5% in
FY‟13 to 67% in FY‟17 because of difference in
passenger and air cargo traffic growth rates
and inefficient belly utilization due to manual
processing. IATA believes the provision of
digital infrastructure to airlines may help in
improving utilization numbers thereby solving
problems of unused capacity and helping air
cargo market in India realize its full potential.
Figure 12 Freight Weight Load Factors for
Domestic Carriers

78.50%

77.30%
72.00%

64.80%

FY13

68.60%

67.00%

67.20%

67.70%

66.90%

67.20%

FY14

FY15

FY16

FY17

International WLF

Domestic WLF

Source: DGCA

While the recent initiatives by SpiceJet and Indigo are expected to increase air cargo
revenues, the domestic carriers are faced with a major problem of declining weight load
factors as belly capacity is rising faster than cargo volumes.
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2.3 NCAP 2016 Vision
The National Civil Aviation Policy (NCAP) 2016
was launched by the Civil Aviation ministry.
This is the first time since independence that
an integrated Civil Aviation Policy has been
brought out by the Ministry. The policy aims to
take flying to the masses by making it
affordable and convenient, establish an
integrated eco-system which will lead to
significant growth of the civil aviation sector to
promote tourism, employment and balanced
regional growth, enhance regional connectivity
through fiscal support and infrastructure
development and enhance ease of doing
business through deregulation, simplified
procedures and e-governance. The policy is
very comprehensive and covers more than 22
areas.

A part of the NCAP 2016 the government set
the vision to reach air cargo volumes of 10
million MT by 2027. To achieve this vision,
cargo industry needs to grow at a rate of
~12.9% every year from 2018 to 2027.
According to AAI, over 2018-23, the
international and domestic air freight is
projected to grow at a CAGR of 8% and 8.5%
respectively with an overall growth of 8.2%.
Considering this trend to continue till 2027,
projected international and domestic air cargo
will be 3.6 million MT and 2.1 million MT
respectively resulting in total air cargo traffic of
6.8 million MT.

Figure 13 Freight Traffic growth and vision (mn tonnes)

Source: Auctus Analysis

Except in FY‟18 and FY‟17, the growth rate in
air cargo industry has never been in double
digits for the past one decade. Therefore, there

is an urgent need to uplift the Indian cargo
market to achieve the overall vision of the
aviation ministry.

The air cargo industry needs to grow at a rate of ~12.9% every year from 2018 to 2027 to
achieve the NCAP 2016 vision of 10 million MT air cargo by 2027. Given the current
projections of 8.2% CAGR, the traffic will reach 6.8 MT by 2027.
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3. GROWTH DRIVERS FOR AIR FRIEGHT
3.1 E-commerce Wave
The Indian E-retail space has witnessed a
phenomenal growth in recent years led by
growing internet user base and financial
sponsors. The Indian e-commerce space has
witnessed a phenomenal growth in the recent
years, with a CAGR of 33% expected soon.
With faster delivery becoming the key success
factor, there is a huge reliance on the air cargo
industry which handles over 50% of the
deliveries every year. It is expected that ecommerce would contribute over 15% to the
domestic air cargo by volume.
Air cargo plays a critical link in the logistics
chain for e-commerce players by reducing
delivery time and connecting suppliers with
customers. Today nearly ~50% of the
customers‟ express orders are fulfilled through
air shipments. Faster delivery and connection
benefits in certain cases are the key drivers for
usage and this has resulted in a boom in the
domestic air cargo industry.
The trend of domestic freight growth versus eretail growth clearly highlights that e-retail have
infused new wave of energy in air cargo
industry and fuelling growth in the sector.
Forecasting and quality data management will
become crucial not only for e-retailers but also
logistics providers to ensure they are well
placed in the delivery chain.

3.2 Transporting high value goods
like pharmaceuticals
The pharmaceuticals market in India is
expected to reach more than $85 billion by
2020. Life sciences is one of the cornerstones
of the Indian economy with exports growing at
over 60% in FY‟17. India has become one of
the prominent global export hubs for
pharmaceuticals with India-USA trade route
accounting for around 30% of the global

pharma cargo traffic. With an aim to further tap
the high value pharmaceuticals cargo market,
India developed its first integrated, on-airport
perishable-cargo handling centre, CoolPort at
the Kempegowda International Airport in
Bengaluru amidst increasing controls and
requirements of pharma shippers for their highvalue shipments.
Along with an increase in trade and express
delivery volumes, a strong push for reforms
has created a positive environment for the
future growth of air cargo traffic in India.

3.3 Cargo specific policy reforms
The National Civil Aviation Policy laid down
target of 100 million tonnes of air cargo
volumes by 2027. It also laid down provisions
for setting up the Air Cargo Logistics
Promotion Board (ACLPB) promote growth in
air cargo by way of cost reduction, efficiency
improvement and better inter-ministerial
coordination. Cargo facilities co-located at an
airport were included in „Harmonised List of
Infrastructure‟.

3.4 Improvement in Infrastructure
AAI had spent INR 4,358 Cr. from FY‟12 to
FY‟15 on the modernization of airport
terminals, air traffic and navigational aids at its
airports. For handling International Cargo, AAI
has provided Automatic Storage & Retrieval
System (AS&RS) as well as Elevated Transfer
Vehicle (ETV) facilities for handling both import
and export cargo respectively at Chennai &
Kolkata Airports. 9 additional Common User
Domestic Cargo Terminals have been
proposed in non-metro cities by 2018 on the
lines of the existing 13 terminals operating
since 2014. Further, Delhi has been identified
as the first pilot station to be developed as an
International
Cargo
Hub
to
facilitate
transhipment of cargo.

The increase in trade volumes due to a growing economy, governments sector specific
reforms, the rise of e-commerce and infrastructure investments are all together expected
to keep Indian air cargo market on the right track, but there are certain challenges which
need to be addressed to reach cargo volumes of 10 million MT by 2027.
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4. CHALLENGES IN AIR CARGO INDUSTRY – THE 4 C‟S

4.1 Capacity and
Constraint

Infrastructure

1) Airline Capacity Constraint
One of the biggest challenges faced by the eretailers has been insufficient cargo capacity
for shipments via air which is leading to
delayed deliveries in distant markets. This is
mainly due to lack of freighter jets and lower
priority to belly cargo by passenger airlines.
There is need for airlines to relook at their
freight strategy and develop plans to optimize
belly capacity.
2) Airport Capacity Constraint
Historically, airports have always been
developed from passenger stand point of view,
and thus requirement of cargo facility

development has been relegated and
considered not important. Therefore, the entire
logistics of cargo is woefully inadequate and
poorly managed area of the airport.
Cargo infrastructure at any airport is just not
the cargo terminal building that houses the
warehouse but also the related facilities
including special facilities for express freight,
frozen foods, airmail, and hazardous goods. It
is essential to develop capabilities to handle all
types of cargo.
Further, quick throughput of cargo requires
specialized equipment, fast processes, truck
parking and loading zones and separate
access roads for cargo vehicles.
Today, lack of capacity is a major reason
Indian air cargo industry is suffering from high
dwell
time
at
international
airports

Airports have historically been developed from a passenger view point. This has led to
neglection of cargo facilities specially at smaller airports. There is a need to develop
capacity to handle standard as well as perishable cargoes at Tier-2/3 airports.
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3) Manpower Capacity Constraint
The logistics industry is facing a shortage of
skilled workers able to help meet complex
supply chain challenges and sustain the
industry‟s growth rate, according to a new
report commissioned by the World Bank.
Not only do logistics employers find it tough to
recruit good candidates for positions, but
many existing employees are not sufficiently
qualified, and this skills shortage is likely to
worsen in the absence of new initiatives
One reason for the shortage is the difficulty of
competing with other industries for talented
staff, in part because the pay is low, working
conditions are poor, and the industry‟s
reputation is not good.
There needs to be a substantial increase in
the amount of time and resources devoted to
logistics training at all levels.

4.2 Capability and Efficiency
1) Inefficient processing and lack of
automation
Inefficiencies are created in system due to
involvement of multiple procedures with
lengthy processing times and long queues at
the airports. Further, lack of automation
resulting in high manual intervention,
inordinate dwell time, missing and untraceable cargo.
As per IATA, each cargo shipment on an
average today carries around 30 types of
document and well over 100 copies thus
resulting into significant documentation
overheads, increased dwell times and supply
chain
opaqueness.
Therefore,
certain
systems/ processes such as automation and
digital platform are essential to capitalize on
the technological advances to promote a
hurdle free system for movement of cargo.
2) Lack of transparency and governance
While the e-retailers and logistics players can
provide transparency at all other parts of the
value chain, this transparency is completely
lost once the shipments are handed over to
the airlines in cargo terminal. There is lack of
capability in the airline/ airport system to
record data providing a status regarding
movement of goods. This furthers makes it

difficult to measure service quality at the
airport.

4.3 Connectivity for cargo
1) Connectivity across the country
E-commerce is an important driver of air cargo.
Today, 60-70% of the total orders for eretailers are from Tier-II and Tier-III cities. Most
of these cities do not lie within the serving
radius of a fulfilment centre. With faster
customer delivery as the focus and top priority,
air shipment connectivity to these locations is a
key requirement.
However, India currently does not have the
connectivity required for this industry, and
challenges are faced on three fronts:




Lack of airport facilities
Lower frequency of flights on
connections
Inconvenient time schedule of flights
as e-commerce players prefer to
deliver shipments at the end of the
day/
later
evening,
restricting
availability of connections

2) Connectivity with the city
An airport with poor access and limited cargo
commute alternatives acts as a bottleneck in
the growth of cargo volumes.
Most airports do not have separate
connectivity for cargo transport to airport.
Combining passenger and cargo traffic on the
same highway leads to inconvenience to both.

4.4 Costs of air transport
Logistics capture a high share of the available
margins to the players; representing 10 to 20%
of the overall value of the order, where gross
margins range from 15 to 40%. Thus,
optimization of logistics and delivery cost is
one of the key financial success parameters
for the players
Mode mix optimization and modal shift from air
to less expensive or perceived moreenvironmental friendly waterway or rail
transport has been occurring for some years.
Freight forwarders offer more air/sea, air/road
or air/rail products that combine to create price
and total shipment time flexibility. Today its
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railways, tomorrow it will be waterways and
emerging technologies such as hyperloop.
With the introduction of GST, road travel has
become more attractive as local taxes have
been abolished. But it also presents a unique
opportunity for air cargo as ease of doing
business increases and so does the potential
for digitalization.
The key factors driving the air frieght rates are:
1) Economic Conditions:
Economic conditions directly impact supply
and demand - factors at the heart of all pricing
decisions, regardless of industry. That is
certainly true for air cargo. With air cargo
demand rising due to e-commerce boost, the
prices of air cargo have been rising in the past
few years.
2) Operating Expenses:
Operating expenditure can vary widely and
change rapidly. The price of fuel is a prime
example. Fuel prices are rising in the past few
months furhter adding to the pricing.
Apart from fuel there are various other costs
such as landing fees, parking fees, taxes and
financing costs that effect the overall pricing of
cargo services at airports.
3) Cargo Specialization:
Time and temperature sensetive cargo has
historically been sent via sea freight. But with

increasing availibility of tempreture-controlled
ULDs, the dynamic is changing. Carriers can
charge higher prices for these shipments, and
even offer temperature-controlled ULDs as a
service upgrade.
4) Premium / Value added Service:
One of the primary competitive advantages of
air freight over sea freight is the ability to offer
premium services at a higher price based on
things services like packing, door-2-door
service, express delivery, shipment tracking,
and shipments that require special handling,
like food with a short shelf life, hazardous
materials, or human remains. In addition,
while cargo-only carriers have the advantage
of knowing exactly what their capacity is,
combined carriers don‟t. The freight capacity
for passenger flights that carry belly cargo
fluctuates depending on the number of
passengers and how much luggage they
have. Therefore, combined carriers can offer
shipment prioritization as a premium service.
Customers can pay more to ensure that their
shipments jump to the front of the line in the
event of a shortfall in capacity.
All these have led to increasing in air cargo
prices which make them less affordable and
impede the growth of the industry. Airlines
need to develop pricing optimization programs
to capture this opportunity as cargo revenues
can add on to airlines profitability in a
significant manner.

India has nearly 600 aircrafts doing more than 2000 flights per day. The total belly cargo
capacity itself is more than 6-8k per day. Shippers / Forwarders will be more than happy to
send cargo via air provided the price point is right.
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5. ENABLING CONTINUED GROWTH OF AIR CARGO
If we are to achieve the NCAP vision for air
cargo and further develop a sustainable
ecosystem for growth of air cargo, it is

5.1 Capacity Transformation
There is an urgent need for creating adequate
freight carrying capacity within Indian air
network through expansion of existing cargo
terminals and creation of new cargo terminals.
1) Expansion of existing cargo terminals’
capacity
International airports need to expand freight
carrying capacity at their cargo terminals to
meet increasing freight demand. Delhi Airport
has decided to upgrade, develop and construct
facilities to expand cargo terminal capacity to
2.2 million tonnes per annum by 2034. Other
international airports / cargo terminal operators
(CTOs) should also initiate such plans to
increase freight carrying capacity and improve
connectivity.
Additionally, to promote the export and import
of perishable cargo, lab testing and other
clearing provisions need to be created to avoid
delay and facilitate prompt clearance.

necessary to undertake immediate remedial
measures to transform the industry and
address key issues impeding the growth.

To ensure airport operators develop enough
capacity for cargo handling, there is a need for
implementation of a rating system for Cargo
Terminals in-line with ASQ ratings at
passenger terminal. Under CTSQ all the
stakeholders will be held accountable for any
lapses in their service quality. Standard
Operating Procedures and optimal service
guidelines with fixed timelines for performing
on ground functions need to be defined for
CTOs.
TIACA recently launched a pilot of its new
online cargo service quality tool, allowing
forwarders to rate and review the service they
receive at participating hubs. Delhi, Chennai,
Hyderabad and Kolkata etc. airports with cargo
terminals took part in the pilot. The tool
incorporated 4 step processes: benchmarking,
assessment, improvement and excellence - as
a way of raising the cargo service standards.

To meet the demands of the growing cargo industry, there is a need to expand cargo
facilities at major airports. Cargo Terminal Service Quality (CTSQ) needs to be initiated to
improve the quality of services in the air cargo value chain and motivate airport operators.
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2) Capacity creation at Tier-2 and 3 cities
Increased trade activity, especially physical
goods with the Asia-Pacific region has opened
new opportunities for air cargo market in
India. As domestic cargo market grows, the
need for cargo handling capacity at Tier-2 and
Tier-3 airports is going to rise. Therefore, proactive measures need to be undertaken to
identify Tier-2 and Tier-3 cities where
common user domestic cargo terminal
(CUDCT) should be established. AAI has
already established CUDCT at Coimbatore,
Jaipur and Lucknow airports. Such cargo
hubs need to be promoted in other Tier-2 and
Tier-3 airports with dedicated terminal space
and facilities for express airlines as required.
Further, government should incentivize
movement of cargo to Teir-2 and Tier-3 cities
in the initial period to develop profitable routes
for freighter operations. This can help create a
hub and spoke network for cargo boosting the
air cargo traffic significantly.
3) Development of Air Freight Stations
Air Freight Station concept is based on the
idea of providing airline‟s nodes near the
production centres. Activities traditionally
performed at airports will be done at Air freight
stations. This will reduce congestion and lead
to smooth operations at air cargo terminals at
international airports of the country.
We can see the success of off-terminal freight
stations in the maritime industry with
examples such as the off-dock station for Nav
Sheva, the largest container port in the
country. The air cargo sector failed to emulate
the success of the container freight station
(CFS) in the maritime industry.
With the growth in air cargo traffic across the
country, there is now a growing demand for
the revival of the air freight station (AFS) to
help customers get their cargo for production
at the shortest possible time. Having an AFS
located outside the airport boundaries can
have multiple advantages by providing
distributed load and ease of connectivity /
road access. Distribution of equipment and
manpower over a larger location can also help
streamline the flows and avoid bottlenecks.
Also, Indian airports stand out in the number
of loose packages handled when compared
to cargo hubs in Asia and other parts of the

world. To meet the international standards in
cargo
packaging,
AFS
will
perform
palletization activity to improve the cargo
packages using built in pallets or euro pallets.
The policy regarding AFS has been in the
reckoning from the past several years, yet
approvals and problems of security have
hampered implementation. There is an urgent
need for a clear cut, well-defined policy to
initiate the AFS eco-system which will help to
stimulate EXIM trade.
4) Development of peripheral / support
infrastructure
While expanding the freight capacity at
existing terminals and creation of new cargo
terminals, it is essential to develop a good
quality peripheral / support infrastructure. The
cargo infrastructure should not be limited to
the cargo terminal building but also related
facilities for express freight, frozen foods, air
mail and hazardous goods should be
adequately created.
While cargo terminals are being built at
various airports, the lack of integrated
development of support facilities remains a
stumbling block to achieve the complete
potential of the infrastructure. Some key
facility infrastructure missing from majority air
cargo terminals are: landside trucking docks
and parking areas; airside operational space;
specialized storage or handling facilities for
hazardous, radioactive or valuable cargo with
appropriate security measures; enough sold
storage capacity for perishable cargo.
Given that cargo terminals at regional airports
will not have much freight carrying capacity,
developing dedicated approach road for such
airports will be financially prohibitive. In such a
case, Government need to focus on
connecting airports via either 1) City roads,
where usage is not limited to just cargo
importers or exporters 2) Single lane road
connecting airport from nearest highway.
5) Skill development
The growth of Air Cargo in the country risks
being hamstrung by the shortage of
appropriate skills required in the complex
supply chain. The manpower crunch has twin
implications – it raises the cost of operations
on the one hand and on the other, has safety
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implications as well. It is, therefore, pertinent to
address these shortages on priority.
There needs to be a substantial increase in the
amount of time and resources devoted to
logistics training at all levels. Government
should create necessary eco-system and
architecture for ensuring full utilization of skill
development capacities of the institutes under
the control of Government / Public Sector
Undertaking. It should consider setting up new
universities either by itself or through PPP to
bridge the skill deficit.

5.2 Process Transformation
1) Implementation
System

of

Single

Window

Single window system is a platform where all
stakeholders can update the shipment details
and clearance papers at a single point. This
system will eliminate the duplicate data entry,
reduce paperwork by giving authorised
access of data to relevant supply chain
stakeholders. However, except customs and
FSSAI other ancillary regulatory authorities
(Drug controller, WCCB, plant and animal
quarantine departments etc.) do not have
required skills, hardware and software
capabilities to implement the Single window
system. Therefore, all the stakeholders should
meet all the requirements of single window
system to reap its real benefits. Also, the
success of the Single window system
depends on the effectiveness of Electronic
Data Interchange (EDI) system. Therefore, to
get away with human interface between
officials and agents, Single window system
should be fully integrated with EDI system.
2) Upgradation of the EDI system
Electronic data interchange was implemented
in import-export cargo process to move to
paperless environment. The objective of EDI
system was to transmit 10 import and 7 export
messages electronically. In spite the
introduction of this system from past 16 years
in air cargo industry, custodian still manually
sends import-export messages to the customs

in form of hard copy. Also, there is a frequent
breakdown of EDI system which leads not
only to high dwell time but also to high
transaction cost. For instance, EDI system
broke down at least 5-6 times a month at
IGIA, Delhi with minimum delay of 5-6 hours
to maximum of 75 hours. Therefore, there is
an urgent need for improving the IT
infrastructure of the air cargo process to
remove the hurdles in the custom process.
3) Central KYC & One-time registration
Authorized dealer code is 14- digit code that is
received by the importer/exporter from the
bank against the current account opened for
import-export transactions. Under the current
process, the importer/ exporter registers at
each airport terminal for AD code for custom
clearance of goods. This makes the custom
process cumbersome and time consuming.
With the centralised EDI system, AD code
registration
process
should
also
be
centralised and integrated in the EDI system.
The centralised AD code will be acceptable at
all the airports of the country. This system will
avoid the requirement of multiple registrations
by importer/exporter, thus, reducing the dwell
time and making the business operations
smoother.
Additionally, Import-export transhipment cargo
is the shipment of cargo to intermediate
airports between the origin and destination
airport. To ensure that TP cargo reaches
safely to its destination, bond with bank
guarantee is executed by the airline carriers
engaged for the transhipment of cargo. In the
current process, airline carriers file for
separate bonds at each station and custom
offices maintain separate registers for the
same. This system amounts to huge
transaction cost and inconvenience to both
airline carriers and customs. There should be
single nationalised running mother bond
which will save the time and efforts of both the
stakeholders. Further, transhipment cargo is
under the custody of Custodian, therefore, the
need of bank guarantee should be waived off.

The Indian air cargo industry is suffering from high dwell time during inbound and
outbound cargo custom clearance procedures. Therefore, it is necessary to integrate all
platforms across airports through a single window system enabled by EDI.
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4) 24x7 availability of stakeholders

5.3 Technology Transformation

To reduce high dwell time of import and
export cargo and make air cargo at par with
international standards, AAI initiated 24x7
customs clearance of import-export cargo at
13 airports. All the stakeholders were required
to work 24X7 for clearance and release of
import-export cargo. But, reduction in dwell
time at airports imposed without having the
correct infrastructure for allied agencies to be
present has resulted in higher costs and
delays for the EXIM trade. There are still
some stakeholders who are not working 24X7
thus, creating a hurdle in the smooth
operations of cargo process. There is acute
shortage of Custom officers at airports such
as Mumbai, Bangalore and Chennai.

1) Digital Strategy for air cargo
In 2016, IATA launched Simplifying the
Business of Air Cargo program, StB Cargo,
modelled on the successful passenger‟s
program established some years ago.
Figure 14 Initiatives under the StB Cargo
program

To ensure the working of 24x7 custom
clearance process CBEC need to issue
necessary notification regarding the same
with 24X7 import-export cargo transportation
within the city and between airport and
importer-exporter. There should be no day
time restrictions of movement of cargo loaded
vehicle in the city.

Source: IATA

The program is leading several initiatives
which can be adopted to embrace
digitalization:

In addition to it, 2nd Saturdays are holidays at
customs followed by Sunday, thus creating
export load problem for airline carriers.
Therefore, for the smooth operations of
airlines, six days a week policy should be
initiated to promote export cargo.

E-freight and E-AWB: E-freight focuses on the
development and implementation of end-toend paperless transportation processes for air
cargo while eAWB360 encourages airlines,
freight forwarders and ground handlers to
adopt e-AWB. In 2017, e-AWB penetration
was above 50% with eAWB360 campaign
adding 16 additional airports, supported by 22
participating airlines. eAWBlink is a tool
created for small and medium-sized freight
forwarders to become e-AWB capable simply
and easily.

Custodian is responsible for the correct of
import cargo given out of charge by customs.
Therefore, role of custom gate officer should
be dispensed to avoid the overlapping of
duties.

Figure 15 e-AWB penetration across countries for the last two years
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Digital Cargo: It aims to replace basic peer-topeer messaging with smart data sharing. The
aim is to have a master Digital Shipment
Record (DSR) along with a single data
methodology (Single input, multiple output).
Interactive Cargo: It aims to utilize
technologies that would be used to selfmonitor, send real-time alerts, respond to
deviations to meet customers' expectations
and report on the cargo journey to allow datadriven improvements.
Smart Facility: It is designed to enhance
ground handling service quality through selfassessment and independent verification
audit programs, as well as adoption of known
best practices.
Air Cargo Incidents Database (ACID): It is a
database of de-identified airline incident
reports which will offer a secure environment
to pool safety and operations information
thereby allowing a proactive data-driven
approach to mitigate risks and avoids
incidents.
2) Automation of processes
With digitalisation and EDI system, air cargo
industry will move towards the paperless
culture of operations. To improve the process

of air cargo industry, there is dire need for
complete automation in the handling and
storage
of
International
air
cargo
infrastructure. Automations such as Automatic
storage and retrieval system (AS&RS) and
Elevated Transfer Vehicle (ETV) will ensure
faster movement of air cargo and avoid
discrepancy. But the technology should meet
the international standards in terms of quality
and effectiveness. According to AAI, both
AS&RS and ETV facilities have been provided
at Chennai and Kolkata airports for handling
import-export cargo. Now, it‟s time to
implement the same facilities at all the
international airports of the country to
smoothen the air cargo process.
3) Analytics and Data Science
Analytics is a major digital enabler that is
currently used in pricing and can be further
leveraged using air cargo data to simplify
operations. Predictive analytics in the
estimating the load factors can help airlines to
allow
aggregators
to
pre-book
belly
capabilities as well as enter into long term
agreements based on data insights from their
previous
transactions.
Analysing
data
generated by engines can also help in
proactive maintenance and reduce turnaround
times for airlines.

Each cargo shipment today carries ~30 types of document and well over 100 copies
resulting into significant documentation overheads, increased dwell times and supply
chain opaqueness. Therefore, digitalization and automation are essential to capitalize on
technological advances to promote a hurdle free system.

5.4 Policy Transformation
1) Industry Status for Air Cargo
The air cargo logistics sector in India has not
been accorded any industry status and
presently it is being handled by multiple
Ministries at the centre such as Ministry of
Civil aviation, Ministry of roads, Ministry of
Commerce & Industry etc. The lack of industry
status poses problems for the stakeholder
from freight forwarders/ integrators to Cargo
terminal operators/ air express operators who
find it difficult to raise funds through organized
banking or financial channels. Therefore, it is
virtually impossible for them to invest in

modern equipment and technology to
increase efficiency and reduce transportation
costs.
Thus, providing industry status to Air Cargo
logistics sector would assist in the
development of the sector and bring down the
current logistics costs. Further, it would
facilitate easier access to finance through
availability
of
organized
financing.
Additionally, investment in air cargo would
then be able to access various government
benefits and incentives.
Therefore, Government should consider the
long pending demand of air cargo industry to
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grant it industry status along the lines already
in place for other modes of transport.
2) Dedicated National Policy for Air Cargo



There is a need to develop a dedicated policy
for growth of air cargo. The policy should
focus on the following salient features:








The policy should aim at developing
at least four international cargo hubs
in India with the vision to achieve 10
million tons of cargo throughput till
2027.
Development of a single body for
development of Air Freight Stations
and Villages.
Incentivize freighter operations to
Tier-2/3 cities through a scheme
similar to the RCS scheme for
passenger
connectivity
thereby
boosting development of a wide cargo
network.
To establish processes to identify key
benchmarks of service level across





the entire supply chain which should
be monitored and standards which
should be complied with.
Policy to promote the vision for a
24x7 import-export cargo operating
model with identification of necessary
steps to allow smooth transportation
of cargo within the city and between
airport and importer-exporter.
To reduce dwell times and increase
smooth
movement
of
cargo,
government should set up single
window system which is fully
integrated with the EDI system for all
custom approvals
Policy shall actively promote and
facilitate aviation cargo education and
training infrastructure to ensure
availability of adequate number of
skilled/trained personnel at all levels
for meeting the growing needs of the
industry.

A dedicated National Cargo Policy is essential for delivering sustainable growth in the Air
Cargo Industry. The policy should focus on development of critical infrastructure such as
Cargo Hubs and AFS. It should incentivize connectivity to Tier-2 and 3
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