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At a recent aviation webinar,
SpiceJet chief Ajay Singh ruffled
the feathers of the UAE ambassa-

dor when he said that India could no
longer rely on “middlemen” to ferry its
passengers and goods across to various
countries and that its own airlines were
now in a position to do so.

The ambassador took great exception
to the use of the term “middlemen”
though the import of the message settled
in. In today’s environment when protec-
tionism is rearing its head again — more
so in the precarious aviation industry —
Singh’s words should not be taken lightly.
Airline authorities around the world are
seeking to protect their turf, and in what
promises to be a bloody future, one can-
not rule out battles over ferrying of pas-
sengers and goods.

This kind of finger-pointing has
already surfaced in the case of certain
American airlines and the United States.
In a letter to the Indian authorities, the
Trump administration argued that India
was running “scheduled operations”
under the guise of “Vande Bharat”, and
this amounted to unfair trade practices
since their carriers were losing out. After
the US threatened retaliatory action, India
quickly entered into a travel bubble
arrangement and now carriers from both
sides are flying back and forth.

Similar instances have occurred with
other countries in West Asia and sur-
rounding regions in June and July.
IndiGo, GoAir and Air India operate
flights into Kuwait but in June, when the
airlines sought clearances for charter
flights, there were inordinate delays by
the Kuwait authorities. After the Indian
side began to stop the incoming flights
from the region (Jazeera and Kuwait
Airways), Kuwait authorities relented.
Now both sides are operating in a spirit of
“give and take”, says a senior ministry of
civil aviation (MOCA) official. 

A similar tussle between SpiceJet and
Qatar — this time over cargo — was also
resolved after the Indian side flexed its
muscle. “In some ways, the permit raj is
back in full force during Covid-19,” the
MOCA official says. He adds that for
Indian carriers, perversely, the longer the

non-scheduled operations last, the bet-
ter because it reduces competition since
scheduled operations are suspended.

With a lower number of flights (750-
800 a day versus the normal 3,300-3,400
a day) and lower loads (which vary
between 52-55 per cent), only two million
passengers were ferried by air in June
instead of the usual 12 mil-
lion. Now the authorities
and airline executives are
worried about the soften-
ing of domestic air traffic
in July. Operations are ad
hoc and subject to change
at very short notice as states
are going in for selective
lockdowns as and when
required. Faced with this,
airlines like IndiGo and
SpiceJet are focusing
increasingly on charter
flights and cargo.

However, the broader
questions on “who does
how much” are now being
raised time and again. As
things stand, the Indian
airlines’ share in ferrying
its own traffic in and out of
the country has been very
low, and carriers like
Emirates and Singapore Airlines prima-
rily rely on Indian traffic. As the CEO of
one of the domestic carriers says: “We
have let Dubai become our national hub
and Emirates our national carrier.” 

The situation with cargo is worse. In
2019-20, Indian carriers ferried around
7 per cent of the total cargo that was car-
ried. “Even with cargo, the bulk is car-
ried by airlines from other countries,” an
official points out. Domestic airlines are
arguing that if Indian authorities cannot
help them with a revival package of any
sort, the least they can do is strengthen
their own carriers to carry a larger share
of the Indian traffic and cargo carried
out of the country by foreign carriers.
Both SpiceJet and IndiGo, and now even
Vistara (which recently brought in some
wide bodies), are looking at both these
segments. SpiceJet, which had submit-
ted its application before the pandemic,
has more recently been designated as a
carrier for flights to UK, USA and
Amsterdam and is planning to wet lease

aircraft and take the plunge.
Government sources say that as far as

they are concerned, the field is wide
open. They argue that Indian carriers
never focused on either air cargo or the
international market till the pandemic
hit and desperate measures kicked in.
Several bilateral agreements remain

unutilised from the Indian
end because Indian carri-
ers by and large either
don’t have the wherewith-
al to take advantage of
them or have not focused
on this. MOCA sources
point out that the Indian
carriers have been quite
content with just the
action on the domestic
market, which is large in
normal times. A top gov-
ernment official says that
they would be very happy
if IndiGo went in for wide
bodies (and have con-
veyed this to the carrier
many times) and got into
the international market
whole hog, but they have
seen “reluctance” from its
side so far. The official
adds that most of the

domestic carriers don’t have the aircraft
for cargo operations and this business
has never been their focus. It is only now
— in the post-Covid-19 era — that some
of them are focusing on this segment.

Air services agreements govern the
frequency with which countries allow
airlines from other countries to operate
in their jurisdictions. Indian govern-
ments have been accused of being very
generous with the grant of bilateral
rights to some countries in the past, a
matter of much controversy. “Air servic-
es agreements are arrived upon in a larg-
er context and therefore have to be
viewed as such. So, amending existing
agreements is not always possible or
desirable,” points out a former external
affairs ministry official.

But as the world reverts to normal, will
there be a new normal where countries
including India become more and more
protective of their own territories, mar-
kets, bilaterals, traffic and cargo? The
prospect cannot be ruled out.
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The true financial cost of
Covid-19 is something
India would rather not

acknowledge, let alone bear —
at least not until the pandem-
ic has played out. 

That explains why the cen-
tral bank on Thursday allowed a
one-time restructuring of cor-
porate and personal loans that
have been under stress ever
since Prime Minister Narendra
Modi put the country under a
severe lockdown in March. 

Those nationwide restric-
tions have given way to more
localised containment. But
with India becoming only the
third country after the US and
Brazil to zoom past the 2 million
infections mark, it will be
months before the authorities
can shift the economy back into
its pre-Covid gear.

The engine was sputtering
then, too, with consumers
retreating from a debt binge,
companies deleveraging,
exports anaemic, real estate in a
mess, finance haunted by a mis-
trust of borrowers, and public
works hobbled by low tax
resources. Yet just to return to
this low-speed economy, India
will have to top up the capital
destroyed by the coronavirus.

Like almost everywhere
else, the ability of assets to earn
returns in industries ranging
from airlines, hotels and com-
mercial real estate — from large
firms to their small vendors —
has been impaired. However,
in India, truth is currently as

scarce as capital. It’s in
nobody’s interest to discover
the extent of the money short-
fall because the hole won’t be
filled. The government doesn’t
have the appetite for large-scale
socialisation of pri-
vate losses, lest the
opposition accuse
Modi of cronyism.
Very few large
Indian business
groups have dry
powder, and those
that do — such as
billionaire Mukesh
Ambani’s Reliance
Industries  — would rather pre-
serve it for now.

Global distressed asset spe-
cialists may be willing to take a
large bite, but India’s bankrupt-
cy court is shut to new cases for
a year. Without the pressure of
insolvency, it’s only the proper-
ty and infrastructure players,
whose backs were against the
wall even pre-Covid, that may
want to sell out to Western pri-

vate equity and pension funds. 
Many borrowers, particular-

ly smaller companies, are cur-
rently in the limbo of a central
bank moratorium on loan serv-
icing. They will welcome the

chance to end this
suspended anima-
tion with a one-time
restructuring. Those
plans will be put in
place by December
and implemented by
March, according to
the Reserve Bank of
India. The lenders,
who aren’t even giv-

ing an honest picture of delin-
quent advances, will now use
tools like debt-equity swaps and
two-year extensions of repay-
ment periods to keep avoiding
significant loan-loss provisions.

Most of these hurried recasts
will probably follow standard-
ised templates. That’s a worry
in a country where even cus-
tom-made breathers have tend-
ed to fail. But hopefully by the

time the arrangements come
unstuck, the economy will have
stopped shrinking. That way,
the banks will have some oper-
ating profit to absorb losses. If
they were to come clean now,
they would have to find much
more than the record $10 bil-
lion-plus fundraising currently
in the works. The capital circle is
just too hard to square. 

Whether the loan relief suc-
ceeds or fails, one thing is cer-
tain: India’s $1.4 trillion credit
machine will be in stall mode
until next March as restructur-
ing “sucks up bankers’ band-
width,” and the “scope for new
credit creation dwindles,” says
Nachiket Naik, head of corpo-
rate lending at Arka Fincap, 
a Mumbai-based financier.

Shadow banks will be the
biggest losers. They will
restructure their borrowers’
loans but their own liabilities to
banks won’t get the same
treatment. Only a few years
ago, nonbank financiers were
meeting 30 per cent of the
economy’s new credit demand.
But following some bad
blowups, starting with the col-
lapse of infrastructure lender
IL&FS Group in 2018, the
authorities prefer that lending
return to deposit-taking banks. 

Expect the beaten-down
nonbank financiers to become
acquisition targets. American
buyout firms may be keen, pro-
vided they get a good price. It
will be an exchange of capital
for truth — the two things in
short supply in Indian finance.
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Truth is the first casualty 
of pandemic finance

Most of the employment that
was lost immediately after the
imposition of a nationwide

lockdown has been restored. An esti-
mated 121.5 million jobs were forfeited
by the lockdown in its first month, in
April 2020. This loss narrowed down to
100.3 million in May and then dramati-
cally to a much smaller 29.9 million in
June. July 2020 saw a further reduction
in this loss of jobs to 11 million.

The recovery in jobs reflects, to a
great extent, an unlocking of the econo-
my from the draconian cessation of
practically all economic activities, save
a few, in late March and through most of
April. Perhaps, it also reflects the des-
peration of Indians to get back to some
employment after a rather prolonged
involuntary break.

The recovery is largely in informal
jobs. The situation has worsened for the
relatively better jobs: salaried jobs. In
this sense, it is a recovery to worry about.

Small traders, hawkers and daily-
wage labourers were the worst hit by
the lockdown in April. Of the 121.5 mil-
lion jobs lost in that month, 91.2 million
were among these. Large numbers of
these people lost their source of liveli-
hood so quickly because their employ-
ment is almost entirely informal. They

have employment in hand only when
the economy around them is hum-
ming. When this economy shuts down,
they lose their employment during
that period. Similarly, as the economy
unlocks in steps, these jobs come back
almost in lockstep.

Of the 91.2 million such jobs lost in
April, 14.4 million came back in May,
44.5 million in June and 25.5 million in
July. Only 6.8 million remain to return.

Many entrepreneurs also declared
themselves unemployed during the
lockdown. These included business-

men who own fixed assets and hire peo-
ple for business purposes; self-
employed professionals like doctors,
lawyers or accountants; and other self-
employed entrepreneurs like taxi oper-
ators. Collectively, they
make for an estimated 78
million. Of these, 8.2 mil-
lion declared themselves
unemployed in April. Most
of them came back to
employment by July 2020.

The other two large cate-
gories of employment have
seen different outcomes
from the lockdown.

First, we see an extraor-
dinary rush into farming. According to
estimates from Consumer Pyramids
Household Survey, there were 111.3 mil-
lion people who declared their occupa-
tion as farming in 2019-20. This esti-
mate rose to 117 million in March 2020
and remained there in April as well.
There is never any loss of employment
in farming. People just migrate out of
farming, mostly voluntarily, in search of
better paying employment. But, people
who can, do migrate into farming when
they lose non-farming jobs. This
explains why the lockdown had practi-
cally no impact on farm employment

in April. In May, employment in farming
inched up to 118.5 million.

Then, in June 2020, farm employ-
ment zoomed up to 130 million. Good
rains and the consequent aggressive
sowing absorbed a lot of the labour that
was losing jobs in the non-farm sectors
because of the lockdown. Employment
remained high in July at 126 million,
although it was lower than in June. It is
tempting to conjecture that the 4-mil-
lion fall in farm employment indicates
reverse migration. But, there is no data
to support such an inference.

The second story that is contrary to
the convincing recovery in employ-
ment seen by July is the performance of
salaried employees. While all kinds of
work are equally honourable, jobs have

a qualitative pecking
order. For example, a
regular salaried job is
better than an informal
arrangement of emp-
loyment in the unor-
ganised sector. Salaried
jobs are also more
resilient to economic
shocks than other forms
of employment.

But, unlike in the
case of other types of employment, the
plight of salaried employees has wors-
ened since the lockdown began. In April,
they lost 17.7 million jobs. By July, their
losses had swelled to 18.9 million.

While salaried jobs are not lost easi-
ly, once lost they are also far more diffi-
cult to retrieve. Therefore, their bal-
looning numbers are a source of worry.
Salaried jobs in July 2020 were 22 per
cent lower than their level in the last fis-
cal year. This is a data nugget that is
worth worrying about.
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A recovery to worry
ON THE JOB

The recovery is largely in informal jobs. The situation has worsened
for the salaried class

‘Atmanirbhar’ airlines 
With the Covid-19 pandemic slowing the once-booming domestic
market, Indian carriers are discovering virtues in the international
passenger and cargo business 

The plight of
salaried employees
has worsened since
the lockdown
began. In April, 
they lost 17.7 million
jobs. By July, their
losses had swelled
to 18.9 million

Shadowbanks
will be the biggest
losers. Theywill
restructure their
borrowers’ loans
but their own
liabilities to banks
won’t get the
same treatment

Turf war
> Countries are
protecting the interest
of their carriers as
passenger demand
slows

> Number of flights in
India has fallen 
to 750-800 a day versus
3,300-3,400 pre-Covid 

> Load factor is at 52-55
per cent versus 80-85

> Two million passengers
were ferried by air in
June versus 12 million
before
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