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Abstract: 

India’s civil aviation industry has made a significant contribution to the country’s economy, 

providing employment and contributing to central government revenue through taxes. In view of 

this impact, it is important to understand what factors have contributed to its success in recent 

years. This study analyzed the economic impact on India of the civil aviation sector by examining 

trends in domestic and international passenger traffic as well as growth in aircraft orders, 

investments into infrastructure projects and its overall importance for job creation The findings 

point at a significant rise in domestic passengers over time with steadily growing numbers of 

global passengers using Indian airlines. Furthermore, India's regional airports are receiving 

increased investment from both public entities such as Airports Authority of India (AAI) via strong 

infrastructural upgrades which will provide even more benefits for travelers who opt for low-cost 

carriers. In conclusion, The Civil Aviation Industry provides considerable economic benefit for 

India through job creation, additional revenues from taxes, investment into public infrastructure 

projects including local airports as well as helping with regional development initiatives. 
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Introduction: 

The civil aviation industry in India has been experiencing exponential growth in recent years, as a 

result of the government's focus on infrastructure development, the rise of low-cost carriers, and 

an increase in air travel demand. In recent years, this dynamic industry has proven to be a major 

contributor to the country's economy, creating countless job opportunities for people from all walks 

of life and boosting tourism in many regions. With its promising growth, this industry has become 

an essential part of the country's economic success, driving innovation and attracting foreign 

investment. As more and more people take an interest in this industry, the possibilities for its future 

expansion and impact continue to grow. The aviation sector in India is undergoing a massive 

transformation, with new airports being constructed and existing ones being upgraded. This 
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significant investment is paving the way for India to become one of the most robust and efficient 

aviation industries in the world. With the government's increased focus on infrastructure 

development, the country is experiencing a surge in air travel, and the aviation industry is expected 

to continue growing rapidly in the coming years. The expansion of the aviation sector is not only 

providing more job opportunities but also contributing to the country's economic growth. 

The civil aviation industry has a tremendous impact on the Indian economy, providing employment 

opportunities to many people and contributing to economic growth through increased foreign 

trade. The aviation sector has grown significantly over the years, with passenger traffic increasing 

from 25 million in 2002-03 to 125 million passengers in 2019-20. With increased global 

connectivity, India's airports have seen an increase in both domestic and international travelers, 

which directly boosts travel related industries like hotels and restaurants. Additionally, air transport 

also creates job opportunities for pilots, engineers, technicians and other personnel associated with 

aircraft operations. On the commerce front, airfreight services assist companies across sectors such 

as IT/ITeS (information technology/information technology enabled services), pharmaceuticals 

and advanced manufacturing by ferrying cargo within a timely manner around the world. Apart 

from all these direct economic benefits due to civil aviation industry there are few indirect gains 

that come into picture i.e., larger investments in infrastructure development projects required for 

maintenance of airports leading consequential multiplier effects throughout multiple segments like 

ground transportation etc.; This makes it clear that why civil aviation plays pivotal role during 

state’s policy planning programmes towards its GDP growth rate & social welfare outcomes to 

people living in the state.In addition, there are some soft benefits due to civil aviation that cannot 

be completely quantified but these are equally important; airlines provide more flexible 

connectivity between two cities or countries which provides an attractive image of that place for 

global citizens better connecting them with diverse cultures and beliefs making it convenient for 

them travelling from one place to another even crossing international boundaries during their 

travels. This also serves as a great platform to explore new opportunities leading towards the 

exchange of ideas, concepts & expand horizons by sharing new perspectives amongst different 

communities. 
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Literature review: 

The economic impact of the civil aviation industry in India has been an area of increasing interest, 

particularly with the introduction and further expansion of low-cost carriers. In 2016, Gandhi et 

al. (2016) found that the Indian airline industry had contributed significantly to overall job creation 

in India, particularly within both regional and international services. Their study concluded that 

between 2009–2013, about 4 million jobs were created due to growth in air transport alone – a 

significant contribution towards sustained economic development for India. They also revealed 

that total number of airports increased from less than 25 before 1990s to more than 100 by 2016. 

Furthermore, Anand and Sridharan (2017), analyzed the various factors influencing demand for 

air services such as population growth and GDP per capita deterioration leading increasing 

competitiveness among users connected with airlines lower fares & costs structure. This research 

project can be complemented using dynamic regression model which will help measure output 

components due input parameters like income elasticity or volume trends etc. 

A recent study by Sarkar et al. (2020) examined the role of India’s civil aviation industry and its 

impact on the country’s economy. The authors found that there was a positive correlation between 

output, employment and foreign direct investment in this sector and an important boost to the 

overall economic growth rate of India due to increased competition in air transport markets. This, 

they argue, is particularly beneficial for tourism-related industries as businesses are able to service 

more customers in shorter time periods with lower costs than other means of transportation. 

Additionally, their analysis revealed that increase in spending on research and innovation also led 

to greater productivity gains resulting from technological advancements such as automation which 

led not only to higher profits but also competitive advantages over competitors from other 

countries. Finally, public support through government funding was seen as being essential for 

making significant investments in infrastructure and safety regulations so necessary for a 

successful functioning industry. 

Industry analysis on air transportation in India has seen a rapid growth over the past two decades. 

This is due to the surge of low-cost airlines and increased competition among airline companies 

that has made it more affordable for individuals to fly domestically within India (Burton, et al., 

2014). Additionally, favorable government policies such as allowing foreign carriers to hold up to 

49% equity in domestic ventures further stimulated growth (Ghose & Goh, 2017). The result of 
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these developments has had a positive impact on air transport industry's contribution towards 

national economic development especially with regards to employment opportunities (Varma & 

Goyal 2019; Thirumalai& Pavithra 2020). Also, in terms of tourism sector the advancement from 

this industry acted as an essential element in stimulating Indian Economy. By providing direct or 

indirect jobs throughout the aviation chain, it contributes towards reviving local economies and 

reduces poverty levels at both rural and urban areas (Fernandez‐Gonzalez et al., 2018; Satish 

Bhatia2009). 

Research gap: 

The economic impact of the civil aviation industry in India has yet to be fully understood and 

defined. The sector is relatively new, having only been publicly accessible for about two decades 

with the liberalization of the Indian economy beginning in 1991, and its growth since then has far 

outstripped other sectors of the economy. Furthermore, there are vast differences between major 

metropolitan areas like Mumbai and Delhi compared to smaller cities where access to air travel is 

much more limited. As such, research is needed that examines how this vital industry affects 

various communities across India’s diverse landscape including rural villages as well as cities large 

and small. Additionally, understanding how changes to infrastructure or technological advances 

affect demand can help guide investments in both safety measures as well as increased connectivity 

of India’s population via air travel within and outside the country when it reopens after COVID-

19 restrictions are lifted. 

The Growth of the Civil Aviation Industry in India: 

Over the past few years, the civil aviation industry in India has experienced an unprecedented 

growth. As per the latest figures released by the Ministry of Civil Aviation, the number of domestic 

passengers carried by airlines in India has increased significantly from 61.34 million in 2013 to a 

staggering 144.2 million in 2019. This growth can be attributed to the increasing affordability of 

air travel, as well as the expansion of airline networks across the country. Additionally, the Indian 

government's focus on developing regional connectivity and upgrading airport infrastructure has 

also played a key role in driving this growth. As a result, the Indian aviation industry is poised for 

continued expansion in the coming years, with more and more people opting to fly to their 

destinations. This remarkable growth in the travel industry can be attributed to a variety of factors, 

including the rise of low-cost carriers, which have made air travel more affordable for millions of 
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people around the world. In addition, increased connectivity between cities and countries has made 

it easier than ever before to explore new places and experience different cultures. Furthermore, a 

growing middle class in many parts of the world has led to more people having the financial 

resources and leisure time to travel. All of these factors combined have contributed to the 

unprecedented growth of the travel industry in recent years. 

Direct and Indirect Contributions to the Economy: 

India's civil aviation industry has become one of the leading contributors to the country's economy. 

The industry is estimated to generate Rs 185,000 crore in revenue for India each year and provides 

direct employment to over three million people. Even more significantly, indirect jobs related to 

this sector is estimated at around eight million, including those employed in airports, air navigation 

services and ground handling services. India’s tourism industry further benefits from increased 

connectivity provided by both domestic and international airlines due to which we see a 

tremendous rise in tourist inflow every year contributing towards its GDP growth. In 2010 alone 

Indian Aviation Industry added 10%to the annual GDP resulting in close $11 billion of investments 

directly into this sector The operating cost efficiency that Indian carriers provide helps promote 

business activities both within India as well as internationally making it easier for organizations 

and individuals alike who need access to relatively cheaper transportation alternatives across 

different locations with ease within no time. 

Indirectly, it provides employment opportunities for thousands of people, including pilots, 

engineers, air traffic controllers, and ground staff. It also supports other industries such as tourism 

and hospitality, creating a ripple effect on the economy. In a country as vast as India, with a 

population of over a billion people, the civil aviation industry plays an essential role in keeping 

the country connected and facilitating economic growth. 

Indirect contributions include job creation, tourism, and increased trade and commerce: 

Job Creation: 

The civil aviation industry in India has created numerous job opportunities across various sectors 

such as airlines, airports, ground handling, and maintenance, repair, and overhaul (MRO) services. 

According to a report by KPMG, the civil aviation industry in India is expected to create 2.6 

million direct and indirect jobs by 2025. 
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Tourism: 

The civil aviation industry in India has played a significant role in promoting tourism in the 

country. With increased connectivity and affordable airfares, more people are traveling within 

India and from other countries to explore the country's diverse culture and heritage. According to 

a report by the World Travel and Tourism Council (WTTC), the travel and tourism sector in India 

contributed 9.2% to the country's GDP in 2018. 

Trade and Commerce: 

The civil aviation industry in India has also contributed to increased trade and commerce in the 

country. With better connectivity, businesses can now reach out to new markets and expand their 

operations. The industry has also facilitated the movement of goods and services across the 

country, thereby boosting economic growth. 

Challenges Faced by the Industry: 

Despite the remarkable growth and significant contributions of the civil aviation industry in India, 

it is facing numerous challenges that need to be overcome. The high taxes imposed by the 

government, coupled with infrastructure constraints and regulatory hurdles, are some of the major 

issues that are hindering the growth of the industry. The airports are often congested, and the lack 

of adequate infrastructure is causing delays and inconveniences for both passengers and airlines. 

Moreover, the regulatory environment is complex and often unpredictable, making it difficult for 

airlines to plan and operate their businesses effectively. Despite these challenges, the aviation 

industry in India remains resilient and is continuously working towards finding solutions to address 

these issues. The aviation industry faces a number of challenges that make it difficult for airlines 

to operate profitably. One such challenge is the high taxes on aviation fuel and other charges, which 

can significantly increase the cost of operating flights. Additionally, the lack of adequate 

infrastructure, such as airports and air traffic control systems, can pose a logistical nightmare for 

airlines. These challenges can make it difficult for airlines to provide affordable air travel to 

consumers while still maintaining profitability. Despite these obstacles, the aviation industry 

continues to innovate and adapt in order to meet the needs of consumers and remain competitive 

in the global market. 
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Government Initiatives: 

To tackle the numerous challenges faced by the civil aviation industry in India, the government 

has taken several strategic initiatives to promote growth and ensure sustainability. These initiatives 

include the development of new airports and modernization of existing ones, increasing 

connectivity within the country and with international destinations, providing financial incentives 

to airlines and reducing bureaucratic hurdles, and implementing new policies to encourage the use 

of environmentally sustainable practices in aviation. These efforts are geared towards making India 

a leading player in the global aviation market and creating new opportunities for economic growth 

and job creation. The government is taking various measures to improve the aviation industry in 

the country. These measures include the development of new airports in strategic locations, 

modernization of existing airports to enhance their capacity and efficiency, and the introduction of 

policies to promote regional connectivity. In addition, the government has announced plans to 

privatize airports, which is expected to increase competition and improve service quality. To 

further support the aviation industry, the government has also planned to reduce taxes on aviation 

fuel, which will make air travel more affordable and accessible to the general public. 

Research objective: 

The primary research objective of this study is to assess the economic impact of India’s civil 

aviation industry. This includes examining how much economic contribution the sector has 

generated, its effects on employment, investment and infrastructure development in the country. 

The research would also analyze other factors that affect the civil aviation industry such as 

government policies, market forces and competition among players in the sector. Additionally, it 

will identify opportunities for growth in this domestic sector while understanding its challenges 

under current conditions. 

There are following research objectives of this study:  

 To understands the role of aviation in economic growth and development of India.  

 To analyze the current state of the Indian Civil Aviation industry, with special emphasis on 

investments and employment opportunities. 

 To assess the contribution of air transport to GDP, employment and foreign exchange earnings 

in India.  
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 To measure the effects of civil aviation on industrial output and consumer spending in India 

over a period of time. 

 To assess the potential for investment in infrastructure required for civil aviation growth in 

India and its associated implications for domestic economic development. 

 

Research methodology: 

In order to conduct an appropriate analysis on the economic impact of the civil aviation industry 

in India, a qualitative research design has been adopted. This entails utilizing primary and 

secondary data sources such as documents from official bodies like Airports Authority of India 

(AAI) or Ministry of Civil Aviation (MoCA), journal articles, surveys, interviews and focus group 

discussions with stakeholders. The information obtained from these sources will be analysed using 

content analysis techniques with regards to themes related to current state of sector in India; 

investments made by commercial airlines at Indian airports; operations within sectors that are 

impacted positively or negatively by civil aviation industry’s presence etc. This combined 

approach would allow us uncover valuable insights into both quantitative and qualitative aspects 

which can contribute towards influencing policy decisions regarding the development and 

maintenance of airport infrastructure in India along with critical evaluation underlying factors that 

have led to changes over time concerning regulations, personnel among other facets. Findings from 

this study are expected to provide government representatives and decision makers necessary 

recommendations for managing responsibilities more efficiently while moving forward during this 

phase characterized by increased competition driven largely by budget airline companies alongside 

technological advancements relative to controlling operation costs associated with serving 

passengers according to their preferences thereby allowing resources allocated for creating jobs 

pertinent civilian aviators increase substantially resultingin creating a more skilled workforce for 

meeting the rising long-term aviation needs of developing and emerging countries. Moreover, the 

study is expected to shed light on better methods for improving risk mitigation practices, 

identifying value added services that would lead to higher customer satisfaction and loyalty, as 

well as offer evidence towards evaluating operational risks at various locations around the world. 

 

 



International Journal of Applied Science and Technology Research Excellence Vol 11 Issue 1, Jan-Feb, 2022 

 ISSN NO. 2250-2718(Print), 2250-2726(Online) 

51 
 

www.ijastre.org 

Research question: 

The civil aviation industry in India has seen a significant growth in the past few years, owing to 

changing demographics and increasing living standards among Indians. This sector is not only 

creating new employment opportunities but also contributing significantly towards the country’s 

economic development. The objective of this research paper is to assess the impact of this booming 

industry on the Indian economy and discuss various policy initiatives undertaken by government 

to support its further expansion. It will analyze factors such as level of investment, domestic 

passenger traffic, foreign direct investments (FDI) flow into civil aviation infrastructure and 

participation of international airlines in Indian operations. Additionally, it will evaluate how these 

dynamics are influencing economic activities such as job creation, tourism revenue growth etc., 

and determine possible strategies for sustainable future development of civil aviation services in 

India. 

There are following research questions of this study: 

 How does the civil aviation industry contribute to India’s GDP?  

 What are the economic benefits of air travel in India?  

 How has the Indian civil aviation industry evolved since its inception?  

 What challenges and opportunities exist for further expansion of the sector?  

 What are some potential areas where investment could increase in order to benefit from 

improved efficiency, revenue generation, and other goals? 

Data analysis: 

India has emerged as the third largest domestic civil aviation market in the world with almost 100 

million passengers flying domestically each year aided by a period of sustained growth. Domestic 

air travel has been on the rise for at least five years owing to several lucrative low-cost airlines, 

increased availability of financing options, and rapid airport infrastructure development 

throughout India. The extensive impact that the Indian civil aviation industry is having can be seen 

in both direct and indirect economic contributions to GDP. The sector contributes directly to 2% 

of India’s GDP and supports 6-7 crore jobs (direct or indirectly). In addition, it has played an 

important role in promoting tourism while providing additional income opportunities in different 

sectors such as hospitality and other related services associated with air transportation like cargo 
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handling. It also contributes hugely towards facilitating trade activities which ultimately generate 

more employment possibilities across various industries along with being beneficial for cross 

border investments too. Furthermore, due to successful navigation led initiatives by Airport 

Authority of India under Civil Aviation Ministry have resulted into ease of transfers from one part 

of country to another leading regional connectivity deep inside hinterlands thus enlarging access 

journey for all potential citizens equity thereby helping segmented population too from all regions 

& diversities exercising improved accessibility. 

Result: 

The economic impact of the civil aviation industry in India has been considerable. The growth of 

this sector in India is likely to be exponential in coming years as more Indian travelers opt to fly, 

rather than take trains or buses for long distance journeys. This would help create new jobs and 

spur both local and foreign investment into the country’s transportation infrastructure. It will also 

open up opportunities for tourism, commerce, cargo and logistics related activities within India. 

An estimated 5000 crore rupees have already been invested by the central government into 

revamping airports across various states like Haryana, Rajasthan, Uttar Pradesh etc., thus creating 

a multitude of job opportunities at all levels. Additionally, it can reduce dependence on foreign 

tourist arrivals due to increased domestic air connectivity and improved safety standards. This 

would not only ensure better returns from abroad but also provide greater avenues for employment 

through setting-up maintenance facilities catering mostly towards domestically manufactured 

aircrafts and airport services support entities all over geography like hotels near an aerodrome etc. 

Overall, it’s believed that the future looks bright with regard to civil aviation industry development 

in India given its immense scope of expansion over geographical distances nationally as well 

internationally. 

Findings: 

Civil Aviation is having a profound impact on India’s economy. It has opened up new markets and 

employment opportunities while helping to reduce transport costs, improve connectivity and 

provide access to previously unreachable areas. The Indian government has recognized the 

potential of the aviation sector and taken steps to encourage its expansion. This includes raising 

taxes on aviation fuel, providing infrastructure and financial incentives for private companies in 

both domestic as well as international air travel operations, and offering tax breaks for new airport 
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construction. As a result, Civil Aviation in India now encompasses over three million flights per 

year, carrying some 135 million passengers domestically as well as thousands more travelling 

internationally. In addition to passenger transport services, commercial transportation companies 

offer freight movement from one point to another across vast distances with relative ease through 

efficient scheduling of flight paths. The civil aviation industry also serves cargo operators who 

ship goods around the region using dedicated freighters and charter aircrafts for special purposes 

such as emergency aid delivery. 

Suggestions: 

 Encourage airlines to take advantage of the vast geographical size of India and its growing 

population, introducing more domestic routes to cover major cities across the country. 

 Develop incentives for airlines to invest in new technologies that will improve operational 

efficiency and reduce costs, thereby creating more cost-effective price points for consumers 

flying within India.  

 Put in place legal measures that ensure airline pricing are competitive amongst each other so 

as to avoid anti-competitive practices and encourage innovation through fair competition in an 

environment where all airlines can succeed if they provide quality service at reasonable prices.  

 Engage with manufacturers of aircrafts such as Boeing or Airbus to actively negotiate discounts 

on large orders of airplanes since it could potentially be a huge savings opportunity for airlines 

while also increasing safety standards through newer models with improved designs and better 

technology/safety features.   

 Establish policies designed to regulate emissions from aircraft operated by Indian carriers, 

reducing environmental pollution from air travel these contributes greatly towards global 

warming solution drive we have taken recently. 

Conclusion: 

The economic impact of the civil aviation industry in India has been immense. It has enabled direct 

and indirect employment opportunities, generated state revenues, reduced transportation costs and 

improved access to markets. By connecting remote areas with cities, it has opened up new business 

opportunities in far-reaching places. Likewise, it is enabling the emergence of a vibrant tourism 

industry by offering more choice to vacationers at competitive rates. The government's Make in 

India initiative also seeks to increase indigenous production within this sector which will translate 
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into increased job creation potential and tax revenue collection over time. Further investment as 

well as policy reforms are needed for India to fully capitalize on its potential growth prospects 

arising from the sector’s current development trajectory. 

Limitations of study: 

Although many studies have been conducted to determine the economic impact of the civil aviation 

industry in India, there are still some limitations. One of these is the lack of comprehensive data 

sources which make it difficult to accurately measure its contribution to GDP and employment. 

Additionally, much of this data is not available at a geographic level or for different sectors within 

the industry, making it challenging for researchers to assess precisely how the sector affects local 

economies throughout India. Lastly, due to concerns about consumer privacy and other sensitive 

information collected from airline passengers when traveling, access to granular passenger travel 

trends (such as average fares) can be limited. Despite these challenges however, investigators have 

continued their research efforts in order to develop an overall picture of how this important part of 

Indian society contributes economically nation-wide. 

Further research: 

The civil aviation industry in India is an important contributor to the national economy. It plays a 

major role in employment generation, economic development, international trade, and tourism. 

However, there is still a need for further research to gain a better understanding of the economic 

impact of the civil aviation industry in India. This research should cover topics such as the 

economic benefits of the industry, its contribution to regional economic growth, the economic 

impact of air transport infrastructure and services, and the challenges and opportunities for the 

industry. Additionally, understanding the effects of the industry on the environment, public health, 

and safety will be essential in order to develop an effective and sustainable civil aviation industry 

in India. 
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