
 

Case study: 1  

DEVELOPMET OF AIR TRANSPORT SECTOR IN INDIA 

The air transport sector in India has undergone massive changes in the last decade. The Air Corporation 

Act 1953 led to nationalization of the airlines services. Consequently the assets of nine existing 

companies were transferred to two entities in the aviation sector controlled by the Government of India – 

Indian Airlines and Air India. For many years, air travel in India was perceived as an elitist activity and 

there was restricted growth in the industry. In 1986, private sector players were permitted as air taxi 

operators. This led to entry of Jet, Air Sahara, NEPC, East-West & Modiluft. With the passing of the Air 

Corporation Act 1994, this sector was opened up and private carriers were permitted to operate scheduled 

services. While six operators were granted license only Jet and Air Sahara were able to start their 

services. However, the year 2003 marked a watershed in the history of civil aviation in India with the 

entry of low cost carriers like Air Deccan and Spice Jet. This was followed by entry of other private 

airlines, large and small on to the market, including Kingfisher Airlines, Paramount and Go Air. From the 

year 2003 onwards the perception of air travel changed. Aviation became more affordable. There has 

been a large increase in passenger traffic. Also there has been intense price competition that has resulted 

in discounted fares, promotional offers and introduction of flights to newer destinations. The co-existence 

of full service carriers and low cost carriers has also given the consumer a wide choice of service on the 

market. However, this intense price competition led to losses for the airlines. The total industry losses for 

the year 2006-07 were over USD 500 million. As a result, the market structure in the air transport sector 

is undergoing rapid changes. There appear to be major corporate restructuring measures underway in this 

sector mainly in the form of mergers and acquisitions (M&As). The recent mergers of Indian and Air 

India, Kingfisher and Air Deccan and Jet and Sahara have led to an industry structure which is 

sufficiently concentrated to raise a fundamental question about whether the operation of market forces are 

adequate to prevent the abuse of market power. Thus as a result of the ongoing M&As, from being till 

recently an industry with around twelve players involved in stiff competition, the industry is now left with 

nine players of which three are big players and the remaining are small ones. The changing market 

structure has provided a new competitive dimension to the industry. It is expected that as a result of the 

M&As taking place and resultant scale economies, efficiency and productivity will increase, thereby 

leading to enhancement of profits. It is in fact argued that such consolidation is needed in order to ensure 

efficient and sustained functioning of the airline operators. However as a result of the M&As, the nature 

of the market, which was earlier open to many players thereby enhancing competitiveness, is now 



changing. It is perceived that this may lead to anti competitive practices on the market with some large 

players dominating the market. The competition assessment of M&As in the air transport sector is 

generally more complex than in many other economic sectors because of the nature of the industry. The 

role of the Competition Commission becomes important in the current scenario in this sector in the sense, 

that there is need for assessing whether the changing market scenario, and the benefits of the 

combinations in terms of ‘efficiency mergers’ outweigh the costs or adverse effects in terms of anti 

competitiveness. Thus while on the one hand, combinations like M&As currently occurring in the sector 

may improve efficiency in the sector in the form of higher productivity and lower costs, on the other, they 

may lead to abuse of market power and anti competitive effects. Price war is “commercial competition 

characterized by the repeated cutting of prices below those of competitors”. One competitor will lower its 

price, and then others will lower their prices to match. If one of them reduces their price again, a new 

round of reductions starts. In the short term, price wars are good for buyers, who can take advantage of 

lower prices. Often they are not good for the companies involved because the lower prices reduce profit 

margins and can threaten their survival. For example, Air India has finally joined the price war initiated 

by SpiceJet earlier this week as it announced a 30% discount on fares for travel during March 29 and 

September 30. The discount offered by Air India, spread across 115 flights operated by the airline is, 

restricted with only on select domestic and the domestic leg of international flights. The bookings will 

also have to be made between February 27 and March 1, to avail the offer. Fares under the discounted 

scheme, start from as low as R1,586 for Goa-Mumbai, R1,889 for Delhi-Lucknow, R3,470 for Mumbai-

Kolkata and R2,557 for Trivandrum-Mumbai, exclusive of taxes. Whereas another low-cost carrier 

SpiceJet initiated few steps and it has triggered a price war by offering up to 75% off on base fare and 

fuel surcharge relative to last minute fares, for travel between April 1 and June 30, applicable for 

bookings made till February 26. Other no frills carriers like IndiGo and GoAir quickly announced similar 

schemes within hours of SpiceJet’s announcement. It is a third time the Chennai-based airline shelled out 

discounted fare in the last two months. 

Jet Airways, entered the price war and later it launched a three-day sale of 60 days and 30 days apex fares 

on domestic flights operated by Jet Airways and JetLite. Travel under this offer is valid from March 27 to 

September 30, 2014. According Jackson Fernandez, “Airline operators are looking to fill their seats that 

are currently running below optimum capacity. But additionally, with Air Asia soon entering the scene, 

current operators are preparing for the tight competition in prices it will bring,” -MD travel portal 

Wego.com. He also made statement that “By coupling with distribution channels airlines can reach out to 

intended audiences who are looking to avail these discounts,”. Travel operators say that demand for air 

tickets to key leisure destinations like Goa and Kerala have increased tremendously after the 



announcement of the fare cuts. According to Sharat Dhall “We are already seeing strong demand on the 

key leisure destinations like Goa and Kerala and bookings have more than doubled after the 

announcement. We expect other airlines to follow suit with similar discounts as these prices are sure to 

strike a chord with leisure travellers,” -President of Yatra.com. According to Rajesh Magow, “Our 

website has witnessed a three-fold growth in visitors and we sold over 60,000 tickets on Tuesday alone. 

Delhi, Mumbai and Bangalore continue to be the top-selling routes, while leisure sectors like Goa and 

Srinagar have also seen a big spike,” -Co-founder & CEO India, MakeMyTrip. “These promotions have 

definitely fuelled summer-holiday breaks for larger groups (such as families) since we saw a higher 

proportion of group-bookings compared with single-passenger bookings. Also, a higher proportion of 

return bookings indicated planned leisure and business travel,” he added. “Indian consumers are evolving 

and seeing the pattern from last year, they have begun expecting such discounts more often. Typically, 

what we have observed so far is that whenever an airline has dropped fares or offered discounts on 

advance booking, other carriers have matched their pricing to keep their market share,” added Vikram 

Malhi, GM, Southeast Asia, Expedia. 

Question for Discussion  

1. What are the driving forces of air line operators? List down the strategies adopted by the company. 

 2. Do simple PEST analysis to describe the emerging scenario with reference to India? 

 

Case Study: 2 

TRAVEL MOTIVATIONS OF GOLF TOURISTS IN THE ASIA-PACIFIC REGION 

In recent years, the sport of golf has been developing rapidly in the Asia-Pacific region, motivating golf 

enthusiasts to travel overseas to play. Because of its geographical proximity and convenient transport 

links, the number of Japanese and Korean golf enthusiasts who choose to play in China has been 

increasing rapidly in recent years. In China, the domestic golf tourism market is still a middle and upper 

class consumer market in which the sport functions as a way to improve one’s quality of life and as a 

symbol used to show off one’s status and position. To a certain degree, price is no longer a major factor 

that influences the travel motivations of these high-level consumer tourists. What they demand is to 

experience a feeling of relaxation in which they are at one with nature. Sports tourism can be divided into 

(1) participants, whose main intention is to participate in sports, such as canoeing, skiing, golf, etc.; (2) 

spectators, including those who travel to watch sports events, such as the Olympic Games and the World 



Cup Football Tournament, etc., or travelers who visit sports museums or are involved in sports-related 

industries, such as the Sports Hall of Fame and sports fields and stadiums, etc.  

Question for Discussion  

1. Analyze the travel motivations of golf tourists in the Asia-Pacific region.  

2. Discuss how sporting events and sports can stimulate people’s travel motivations. 

Case Study: 3 

Thomas Cook Travel Group, a leading international leisure travel group, manages a portfolio of strong 

brands worldwide, most with their own websites. Thomas Cook has worked with Sitecore in the past to 

improve their online presence with sites including Neckermann.nl, vrijuit.nl, and more than 1,000 other 

co-branded sites. When the focus of their online innovation turned to their main ThomasCook.be site, 

they once again chose Sitecore to help them meet their goals. Thomas Cook Travel Group is a leader in 

the Belgian travel industry. The company represents a tour operator (Neckermann, Thomas Cook and 

Pegase), a travel distribution network (Neckermann Vakantiewinkels & Thomas Cook Travel Shops) as 

well as an airline company with one million passengers a year. The Thomas Cook website used to be a 

classic tour operator website. As the online travel sector is changing ever more rapidly and since Thomas 

Cook decided to fundamentally increase the share of e-commerce in its multi-channel approach, the 

company decided to transform its online presence into a more useful travel portal, uniquely combining an 

online travel agency with updated content, an interactive community and targeted advertising. In addition, 

Thomas Cook wanted to offer customers the possibility to find all the necessary information in one place, 

instead of having to conduct extensive searches on multiple and inconsistent sites. 

Thomas Cook Travel Group chose The Reference, a Sitecore partner, to help them strengthen their 

internet presence with a strong focus on quality of service, experience and inspiration. Three key 

objectives for the project were: to position Thomas Cook as the undisputed leader in “e-leisure” travel; to 

raise online bookings by a considerable margin by 2010; to significantly increase the “ticket only” (no 

hotel booking) share in online bookings. For this project, The Reference selected Sitecore as their content 

management solution of choice. Thomas Cook has had success with Sitecore in the past, and they knew it 

would allow them to reach their goals. Because of Sitecore’s architecture, flexibility, and extensibility, it 

allowed The Reference to seamlessly add the following features to the site: The new Thomas Cook 

website puts a strong emphasis on content personalization through user preferences, including “My 

Profile”, “My Travel Agent” and “My Brochure”. For example, the “My Brochure” feature allows users 

to build their own catalogue by collecting favourite destination items in a single repository. In addition, 



the website uses Google AdSense to provide targeted and useful advertising to the site visitors. 

ThomasCook.be has become a “social travel” networking platform. Travelers can write reviews of their 

trips and let other members comment and rate them. They can also upload and rate travel pictures. 

Members can pinpoint visited, booked, favorite places, and “visit” destinations on the world map using 

Google Maps. The OTA is the travel shop within the portal. This online travel shop enables the customer 

to search, browse and book in an easy and custom-friendly way a set of trips based on several criteria, 

such as location, name, etc. Reference implemented the Sitecore Newsletter Module, and an HTML 

newsletter is sent on a regular basis to registered members. In addition to the newsletter, ThomasCook.be 

also provides an RSSfeed delivering the latest Thomas Cook news.Site visitors can search for travel 

agents based on a set of preferences, such as location, name, specializations and opening hours. They can 

also find out which tour operator or airline company offers trips or flights to particular locations. 

Ogone is the European leader in online payment processing systems. The Reference successfully 

implemented the Ogone solution to process the transaction between the end user and the back-office of 

Thomas Cook. The new site went live in May 2008, and Thomas Cook has been able to effectively 

connect the four major stakeholders in the travel industry—tour operator, online travel agent, consumer 

and advertiser—to provide their customers with a genuine win-win situation on an innovative platform. 

According to Anja Cappelle, Managing Director of The Reference, “We truly enjoyed the challenge of 

putting all of our skills together to not only create a positive user experience, but to optimize the 

conversion ratios of this website, as online bookings are of utmost importance to Thomas Cook. We 

turned their website into a travel 2.0 portal, and Sitecore allowed us to do this in an extremely elegant and 

flexible way.” 

Questions for discussion:  

1. What are strategies adopted by the company?  

2. Briefly describe the different techniques adopted to make more popular of the site. 

Case study: 4 

PREPARE PEST ANALYSIS IN INDIAN AVIATION INDUSTRY 

PEST analysis of the airline industry involves is a study of political, economic, social, technological, 

legal, and environment aspects of the airline. Terrorism has played a great role in affecting the aviation 

industry. Passengers still realize that the very real possibility of airlines being hijacked or blown up in 

mid air, and this has put a negative impact upon aviation industry. Oil prices have a big significant impact 



on the airline industry. People are using more airlines to fly to their favourite holiday destinations. There 

is an open competitive market. The changing travel habits of people have very wide implications for the 

airline industry. In a country like India, there are people from varied income groups. The airlines have to 

recognize these individuals and should serve them accordingly. Air India needs to focus on their clientele 

which are mostly low income clients & their habits in order to keep them satisfied. The destination, kind 

of food etc all has to be chosen carefully in accordance with the tastes of their major clientele. Especially, 

since India is a land of extremes there are people from various religions and castes and every individual 

travelling by the airline would expect customization to the greatest possible extent. For e.g. A Jain would 

be satisfied with the service only if he is served Jain food and it should be kept in mind that the customers 

next to him are also Jain or at least vegetarian. 

Considering the case of South West Airlines which occupies a solid position in the minds of the US air 

travelers as a reliable and convenient, fun, low fare, and no frills airline. The major element of its success 

was the augmented marketing mix which it used very effectively. What South West did was it made the 

environment inside the plane very consumer friendly. The crew neither has any uniform nor does it serve 

any lavish foods, which indirectly reduces the costs and makes the consumers feel comfortable. Select 

any one of the airline operations in India and do PEST analysis after reviewing the concept and emerging 

scenario. Before creating business plans or making decisions, it is important to 'scan' the external 

environment. This can be achieved through a PEST analysis, i.e. an investigation of the Political, 

Economic, Social and Technological influences on a business. In addition it is also important to be aware 

of the actions of your competitors. These forces are continually in a state of change. List down the 

problems faced by the company in terms of resource utilization, capacity constraints, human resource 

advantage, financial health of the company, Market viability other considerations. 

IDENTIFY THE FACTOR THE IN WHICH IT CREATES POSSIBLE IMPACT IN INDIAN 

AVIATION INDUSTRY AND LIST DOWN INTO FOUR COLUMNS: 

The impact of technology would be that of AAI, wherein with the help of technology it has converted its 

obsolete and unused hangars into profit centres. AAI is now leasing these hangars to international airlines 

and is earning huge profits out of it. AAI has also tried to utilize space that was previously wasted 

installing a lamination machine to laminate the luggage of travelers. This activity earns AAI a lot of 

revenue. A proposal for restructuring the existing airports at Delhi, Mumbai, Chennai and Kolkata 

through long-term lease to make them world class is under consideration. This will help in attracting 

investments in improving the infrastructure and services at these airports. Setting up of new international 

airports at Bangalore, Hyderabad and Goa with private sector participation is also envisaged. After the 



September 11 incidents, the world economy plunged into global recession due to the depressed sentiment 

of consumers. In India, even a company like Citibank was forced to cut costs to increase profits for which 

even the top level managers were given first class railway tickets instead of plane tickets. Air India also 

provides many internet based services to its customer such as online ticket booking, updated flight 

information & handling of customer complaints. An unstable political environment causes uncertainty in 

the minds of the air travellers, regarding travelling to a particular country. Another aspect is that in 

countries with high corruption levels like India, bribes have to be paid for every permit & license 

required. Therefore constant liasoning with the minister & other government official is necessary. 

Business cycles have a wide reaching impact on the airline industry. During recession, airline is 

considered a luxury & therefore spending on air travel is cut which leads to reduce prices. During 

prosperity phase people indulge themselves in travel & prices increase. Especially, since India is a land of 

extremes there are people from various religions and castes and every individual travelling by the airline 

would expect customization to the greatest possible extent. For e.g. A Jain would be satisfied with the 

service only if he is served jain food and it should be kept in mind that the customers next to him are also 

jain or at least vegetarian. SARS outbreak in the Far East was a major cause for slump in the airline 

industry. Even the Indian carrier like Air India was deeply affected as many flights were cancelled due to 

internal as well as external problems, which has been discussed later. International airlines are greatly 

affected by trade relations that their country has with others. Unless governments of the two countries 

trade with each other, there could be restrictions of flying into particular area leading to a loss of potential 

air traffic. Recent political environment has been largely unstable due to international events & continued 

tension with Pakistan. South West Airlines which occupies a solid position in the minds of the US air 

travelers as a reliable and convenient, fun, low fare, and no frills airline. The major element of its success 

was the augmented marketing mix which it used very effectively. What South West did was it made the 

environment inside the plane very consumer friendly. The crew neither has any uniform nor does it serve 

any lavish foods, which indirectly reduces the costs and makes the consumers feel comfortable. The 

airline industry is very susceptible to changes in the political environment as it has a great bearing on the 

travel habits of its customers. The airlines have to recognize these individuals and should serve them 

accordingly. Air India needs to focus on their clientele which are mostly low income clients & their habits 

in order to keep them satisfied. The destination, kind of food etc all has to be chosen carefully in 

accordance with the tastes of their major clientele. The changing travel habits of people have very wide 

implications for the airline industry. In a country like India, there are people from varied income groups. 

The increasing use of the Internet has provided many opportunities to airlines. For e.g. Air Sahara has 

introduced a service through the internet, wherein the unoccupied seats are auctioned one week prior to 

the departure. The loss of income for airlines led to higher operational costs not only due to low demand 



but also due to higher insurance costs, which increased after the WTC bombing. This prompted the 

industry to lay off employees, which further fuelled the recession as spending decreased due to the rise in 

unemployment. The most significant political event however has been September 11. The events 

occurring on September had special significance for the airline industry since airplanes were involved. 

The immediate results were a huge drop in air traffic due to safety & security concerns of the people. The 

recent Gujarat riots & the government’s inability to control the situation have also led to an increase in the 

instability of the political arena. 

The state owned airlines also suffers from archaic laws applying only to them such as the retirement age 

of the pursers & hostesses, the labour regulations which make the management less flexible in taking 

decision due to the presence of a strong union, & the heavy control &interference of the government. The 

state owned airlines suffer the maximum from this problem. These airlines have to make several special 

considerations with respect to selection of routes, free seats to ministers, etc which a privately owned 

airline need not do. These technological changes in the environment have an impact on Air India as well. 

Better airport infrastructure, means better handling of airplanes, which can help reduce maintenance cost. 

It also facilitates more flights to such destinations. USTDA is funding a feasibility study and workshops 

for the Airports Authority of India as part of a long-term effort to promote Indian aviation infrastructure. 

The Authority is developing modern communication, navigation, surveillance, and air traffic management 

systems for India's aviation sector that will help the country meet the expected growth and demand for air 

passenger and cargo service over the next decade. 

PEST ANALYSIS 
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Case Study: 5 

ABOUT LOW-COST AIRLINE AND CARRIERS 

A low-cost carrier or low-cost airline (sometimes it is also known as a no-frills, discount or budget carrier 

or airline) is an airline that offers generally low fares in exchange for eliminating many traditional 

passenger services. A low cost airline generally has many features that differentiate it from the traditional 

carriers. These features include ticketless travel, online ticket sales, no international offices, no frequent 

flyer points, no free food and beverages, no in-flight magazines, no club lounges, use of secondary city 

airports. 

Not all low cost airlines have these features, and not all airlines that have some of these features are low 

cost airlines. For example, Virgin Express is a low cost airline, but it still offers complimentary coffee and 

in-flight magazine, and they are based at Brussels primary airport. Low-cost carriers are one of the most 

significant developments in air transport in recent years. 

With their innovative business model they have reduced both the fares and levels of service on routes. At 

the same time, they have increased the number of people who have access to air travel and greatly 

increased the range of airports available for holiday travel. Yet the jury is out as to whether low-cost 

carriers are a true revolutionary concept or simply an evolutionary development in air transport. 

The low cost airline industry has changed the definition of airlines that air travel is a luxury and it is only 

for the upper segment of the population. The key objective of low cost carriers is to increase their reach 

and provide the services to a large segment. In India, low cost carriers came into existence in 2003 when 

Air Deccan launched its first low cost airline and that was the first move to open the doors of the airlines 

industry for middle class. Another major driver is the booming tourism industry in India. 

However, the low cost airline segment is facing challenges of increasing competition, rising fuel prices 

and inadequate infrastructure. For example Air Deccan is the market leader, holding the maximum share 

in LCC market, followed by Jetlite, Air India Express, GoAir, and Indigo, who are making the 

competition stiffer. Air Deccan enjoys the first mover advantage in terms of access to a large number of 

overnight parking spaces and landing & take-off slots during the peak period. Considering another factor 

that another airline namely SpiceJet is an Indian low-cost airline owned by the Sun Group of India. It has 

its registered office in Chennai, Tamil Nadu, and a corporate office in Gurgaon, Haryana. It began service 

in May 2005, and by 2012, it was India's third largest airline in terms of market share, ahead of Air India, 

Kingfisher Airlines, and GoAir. SpiceJet operates aircraft configured with a single passenger class. Along 

with passenger services, SpiceJet also offers cargo services on the same flights. The service is available 



on flights connecting Ahmedabad, Agartala, Amritsar, Bagdogra, Bengaluru, Chennai, Coimbatore, 

Delhi, Goa, Guwahati, Hyderabad, Jaipur,Jabalpur, Kochi, Kolkata, Kozhikode, Madurai, Mumbai, Pune, 

Visakhapatnam, Tiruchchirappalli, Tuticorin and few international cities. Between 2 to 3.5 tons of cargo 

is ferried on each flight ensuring maximum utilisation of the aircraft. The following description will help 

you to understand the various offer and product and services by different operators. 

As mentioned above the customer needs keep changing, the future is unknown. The customers may be 

looking in for more frequent inexpensive air travel, something like air taxis, supersonic speed. This 

decreases the time thus reducing the cost. Pricing Strategies. With the advent of the low-cost airlines in 

the Indian aviation industry, a different low-cost flying concept has come up. Since these low-cost airlines 

are trying to woo the customers by providing air travel in exceptionally low prices, a price-band kind of 

pricing has to be designed. In low-pricing strategies, the airlines provide very low prices for the flight 

tickets. Also, they prices are made cheaper by booking the tickets long before the flight date. For example 

Spice jet operations can be seen and their growth pattern from the table value given below. 

SPICEJET-REVENUE PASSENGER KILOMETRES 

Year Traffic 

2014 10322 

2015 12456 

2016 15643 

2017 17979 

Low cost carriers have re shaped the competitive environment within liberalised markets and have made 

significant impacts in the world’s domestic passenger markets, which had previously been largely 

controlled by full service network carriers. 

Low Cost airline operation 

Pros 
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Cons 
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Questions for discussion:  

1. Draw up a list of the key elements used for the development of business model.  



2. Draw business model adopted by the Airline operator. Briefly sketch out different business strategies 

adopted by the company practices to boost marketing.  

3. Fill the column given above the pros and cons of low cost airline business operation. 

 4. What are the critical factors in the low cost airlines in India? 


