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OONE candenyany more
Nmzn, globally, air connec
tivity has been the great-
est enabler in globalisation and
increase in trade. Besides, travel
byairacrosscontinentsandcoun-
tries evencargobyairhascrossed
40% in value terms. Trade, com-
‘merce and tourism has benefited
immensely from aviation. As In-
dia grows beyonda trilliondollar
economy, we need to consider our
aviation infrastructure in its to-
tality. We need to consider region-
alair connectivityasapartof our
future transport infrastructure,
which will be the requirement for
thenext twoor three decades. The
viability of regional connectivity
needs to be considered from two
angles, ie., viability of airports
andviability of airlines.
‘The Airport Authorityof India

(AAI) was set up in 1995 to look
after all the airports/airstrips in
India. This model worked well, as
in 2000 only about a dozen air-
ports made profits while the rest
were cross-subsidised by the
ccommon pool of funds available
with AAL Ontopof this, AAIpaid
adividend of 20% to government
and income tax. However, the
quality of airports remained
dismal. Being a monopolist
organisation, it showed its
indifference while the rest of the
‘world around us improved the
quality of theirairports.
Consequently, it was decided to
privatise the management of the
New Delhi and Mumbai airports,
and start Greenfield airports at
Bangalore and Hyderabad. The
Cochinairportwasyetanotherex:
ampleof apublic private partner-
ship, a concept that had already
taken off successfully. In cach
case, the government decided o
have26% equity tokeepaplaceon
the board and also to provide Air
“Traffic Services, which is a gov-
‘ernment mandatory function.
Has this impacted AAI's rev-
enue stream? Good terms of con-
cessionat Mumbaiand New Delhi
have only increased their rev-
enues. In New Delhi, DIAL has to

Changeisin the air

While airports have traditionally depended on aero charges for survival, the forward-looking ones are gaining revenues from non-aero charges

share 45.99% of its total revenue
with AAL which amounted to
Rs 539 crore for the fiscal 2009-10,
‘while Mumbaiearned AAIRs385
crore (38°% of the revenue) with-
out much expenditure. Between
the two airports, AAI earned
Rs 924 crore, an amount it would
not have earned had it been the
operator. From Bangalore and
Hyderabad, both being Green-
field airports, the collective rev-
enueisabout Rss0croreayear.
‘The economics of an airportis
that there are two revenue
streams:onefromair trafficman-
agement activities like landing
charges, airline parking charges,
groundhandlingcharges,andthe
other from non-aero charges like
shops at the terminal, parking
chargesetc. Whileairports tradi-
tionally depended upon acro
charges for survival, in the last
fow decades forward-looking
airports started to increase their
revenue stream from non-aero
charges. In airports like
Heathrow, which has very high
hub traffic, huge shopping malls
were developed. The same later
happened in  Singapore and
Dubai. Consequently, the ratio of
aerorevenuetonon-aerorevenue
went up substantially. In some

cases, if 60% of the revenue
carlier came from aero charges,
the trend reversed to 60% from
non-aero charges. It meant that
thefinancial healthof theairport
becamebetteranddependenceon
‘aerocharges reduced.

The economic viability of
smaller airports can be boosted
byintroducingindustrialestates,
colleges, hospitals etc, near them
inorder to bring in both revenue
andair traffic. This s the concept
of aerotropolis and it needs a
greater analysis for our regional
airports. In addition, as a part of
our disaster management policy,
we need regional functional air-
ports for emergencies. In a
recent case, AT has handed over:
an airport to the army for anti-
Naxal operations.

‘Comingtotheairlinessector, it
‘maybestated thatpriortoprivati-
sation, public sector_airlines
(Indian Airlines and Vayudoot)
provided a better coverageof the.
country than what exists today.
Post-privatisation, the coverage
has shrunk as airlines do not go
to unprofitable routes. Route
dispersal guidelines of DGCA do
provide for a wider coverage of
remote regions but the coverage
still remains poor. It may also be.

pointedoutthat the northeastern
states were developed with the
helpof publicsectorairlines (asa
partof government's policy that
gavemassivesubsidyforaviation
in the region) as the road connec-
tivity was poor:

Also, we need to look at subsi.
dies provided to other forms of
transportation. For example, In-
diainitially provided subsidies to
passenger ships taken by Haj pil-
grims,butitwaslater foundthatit
was cheaper to arrange for air
transport. Similarly, for travel to
theAndamanandNicobar slands
ahuge subsidy is being provided
o the mainland-island ship ser-
vices, I astudy is conducted, we
mayfindthatevenasmallsubsidy
to the mainland-island aviation
services can provide better trans-
port. The invisible advantage of
time saved willalsobehuge.

In the same vein, the optimisa-
tionof the inter-modal mixneeds
deep introspection and hopefully
the National Transport Develop-
mentPolicy Committee constitut-
ed under chairman Rakesh Mo-
hanwill look into theseaspects.

‘Thereportof thecommitteeon
Road Map for the Civil Aviation
Sector, chaired by Naresh Chan-
dra—submitted to the govern-

‘mentinNovember2003—hasalso
looked into the issue of uneco-
nomic airports and routes. The
report recommended setting up
an Essential Air Services Fund
(EASF) based on the Australian
Remote Area Subsidy Scheme
and the US Essential Air Service
(EAS) programme. This fund
should be a nonlapsable fund
outside the Consolidated Fund of
India, to be managed by an inde-
pendent board. It has proposed
replacing aviation related taxes
and fees such as IATT, FTT and

PSFinthisfundwithasingle, low-
erad valorem sector specific cess
at about 5% of the air fare. The
fundwillthenbeusedtopurchase
‘essential air services' through a
transparent processof minimum
subsidy bidding by bothairports
and airlines, for unviable loca-
tions. The fund, however, has yet
toseethelightof day.
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