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OLIGOPOLISTIC COMPETITION IS GOOD FOR AIRLINES SUSTAINABLE FUTURE?








Deregulation of Airline Industry has lead to competition. This has benefited the customer as now he has option to chose from.  Government is moving ahead with deregulation of airline industry, public private partnerships in airport modernization, setting the rules and institutional framework for competition and encouraging measures for merger of national carriers and allowing consolidation among the private players, said Dr S M Dewan, Director General, Standing Conference on Public Enterprises (SCOPE)  while releasing the book on Deregulation and Competition co-authored by Dr Jagdish Sheth of Emory University, USA with Professors Fred Allvine, Can Uslay and Ashutosh Dixit.  





On the occasion, a panel discussion by four experts from airlines industry was organised by SAGE Publications, Standing Conference on Public Enterprises (SCOPE) and International Management Institute (IMI) at SCOPE Convention Centre. The panelists were Mr. Kapil Kaul, CEO, Indian Subcontinent Centre for Asia Pacific Region, Mr Siddhanth Sharma, Executive Chairman, Spicejet Ltd, Mr Shanta Raju, CEO GMR Delhi, International Airports Authority Ltd and Mr D.V. Gupta, Advocate, Supreme Court of India and former CMD, Airports Authority of India.  Dr C.S. Venkata Ratnam, Director, IMI was moderator while Dr Jagdish Sheth spoke about the deregulation process in the US airline industry. 





Dr S M Dewan summarized the learnings from Dr Sheth’s work in terms of the following 10 commandments. Though these are based on experiences in developed countries, they have offered valuable lessons for the industry in India: (1) Set high standards for entry of new players. (2) Avoid discount fare war which is not sustainable. (3) Develop a shared, industry-wide IT platform. He makes a case for setting a separate company for computerized reservation system treating the airlines and consumers equitably to benefit both the industry and consumers. (4) Punctuality, friendliness, modern fleet, better IT platform and better customer experience in general are the key differentiators for success. (5) Leverage economies of scale in procurement which comes through mergers and consolidation. (6) Avoid price wars and anti trust pricing. (7) Separate high profit routes form low profit routes is well taken. (8) Do not cross subsidize operations. (9) Suppliers must shed the trader mentality and think in terms of a partnership model. (10) Airlines may introduce incentives to encourage employees to think out of the box for reducing the over all costs of operations. 





Dr Jagdish Sheth appreciated the enormity of the complexity and uncertainty in dealing with the issues of deregulation and competition and concluded that on the whole deregulation and competition benefited the industry and consumer. Several of the lessons from the Western experience hold good for India as well. The last two years have seen acquisitions of Sahara by Jet and Air Deccan by Kingfisher. He expressed that merger of both the national carriers – Air India and Indian Airlines – will do good for them and the nation.  He foresees further consolidation in Indian airline industry and ultimately his rule of 3 may prevail. Cartelisation is bad, but oligopolistic competition is good for the sustainable future of airline industry in India as any where elsewhere.





Dr C S Venkata Ratnam, Director, International Management Institute (IMI) moderated the panel discussion. He observed that if in the past cities were built around ports, in future they will be build around airports. He observed that in the early years of deregulation of airline industry in the US, an ILO study pointed out in 1980s that it has  resulted in two tier wage systems for pilots and many airlines started leasing old air craft and fly them with less experience and training. This in turn led to more accidents and higher insurance costs. These and other aspects relating to talent crunch, infrastructural constraints and ways and means of wading through the bureaucratic maze lend themselves to another book with special focus on the rapid strides being currently made by airline industry in India.





Mr Vivek Mehra, CEO, SAGE Publications proposed vote of thanks. The meeting was attended by a large number of executives from public and private sector organizations and management students of IMI, NIILM.
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