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(® Every fact web-verified against primary sources

The Ministry of Civil Aviation is examining a relaxation of the rule capping an airport operator’s stake in
any airline at 10 per cent, a rule dating to the 2006 Delhi and Mumbai airport privatisation agreements,

reportedly following a request from the Adani Group.

THE RULE AND THE PROPOSAL

PARAMETER DETAIL

Existing cap Airport operator’s stake in an airline capped at 10 per cent

Origin 2006 Delhi and Mumbai airport privatisation operator agreements

Who is affected Adani Group, which operates several major Indian airports and has reportedly sought the
relaxation

Approval required Law Ministry clearance and Union Cabinet approval

Market context IndiGo and Air India together hold roughly 9o per cent of India’s domestic airline
capacity

Adani’s stated Formally denies plans to launch an airline despite reportedly seeking the policy change

position

WHY THE CAP EXISTS

The 10 per cent cross-ownership cap was written into the operator agreements when Delhi and Mumbai
airports were first privatised in 2006, on a straightforward competition-policy logic: an entity that controls
critical, largely non-substitutable infrastructure, an airport, should not also control the firms that depend on
that infrastructure to compete against each other. If an airport operator held a significant stake in one airline,
it would face an inherent conflict of interest in decisions it makes as the airport authority: gate and slot
allocation, ground-handling access, parking bay assignment, and scheduling priority, all of which materially

affect an airline’s operating costs and reliability.
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DECISION THE AIRPORT
WHY CROSS-OWNERSHIP CREATES CONFLICT
CONTROLS
Slot allocation Preferential slots could favour an affiliated airline
Ground handling access Affiliated airline could get priority service or lower effective cost
Gate assignment Better gates reduce turnaround time and improve on-time
performance
Terminal and parking bay allocation Affects operational efficiency and passenger experience

This is the same underlying concern that competition law addresses more generally as vertical integration
risk: a firm that is dominant at one level of a supply chain (infrastructure) using that position to advantage
itself or an affiliate at another level (the service that depends on the infrastructure), a form of self-preferencing

that can be difficult for a regulator to detect and remedy after the fact, compared with preventing it

structurally through an ownership cap in the first place.

THE COMPETITION-BOOSTING ARGUMENT FOR RELAXATION

The counter-argument for easing the cap rests on a different reading of today’s market structure: IndiGo and
Air India together already control about 9o per cent of domestic capacity, meaning further consolidation
among existing players poses more of a competition risk than a new entrant backed by airport-operator capital
would. On this reading, a well-capitalised new entrant, even one with an airport-operator as an investor, could
inject competitive pressure into an already concentrated market, provided appropriate operational firewalls

(separating airport-decision-making from airline-affiliated ownership interests) are built into any relaxed

framework.
POSITION CORE ARGUMENT
Retain the cap Prevents inherent conflict of interest in slot, gate and ground-handling decisions
Ease the cap, with A well-capitalised new entrant could counter the IndiGo-Air India duopoly-like
safeguards concentration

IndiGo’s Managing Director has publicly termed airport-airline cross-ownership a “massive conflict of
interest” with no global precedent, a claim that reflects the fact that most major aviation markets
internationally maintain some form of separation between airport infrastructure ownership and airline

ownership, precisely to avoid the self-preferencing risk described above.
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THE REGULATORY AND COMPETITION LAW BACKDROP

INSTRUMENT RELEVANCE

Competition Act, 2002 Prohibits abuse of a dominant position, which could apply if an airport-

affiliated airline is found to receive preferential treatment

Airports Economic Regulatory Regulates airport tariffs and, indirectly, aspects of airport-airline
Authority (AERA) commerecial relationships
Ministry of Civil Aviation Policy-making authority for cross-ownership rules; any change requires

Cabinet approval

UPSC RELEVANCE

GS Paper 3: Infrastructure, civil aviation; effects of liberalisation on the economy; Indian economy, issues

relating to competition and market structure.
Prelims pointers:

e Existing cross-ownership cap: 10 per cent, dating to the 2006 Delhi/Mumbai airport
privatisation agreements.

¢ IndiGo and Air India hold roughly 9o per cent of India’s domestic airline capacity.

® Regulatory instruments: Competition Act, 2002 (abuse of dominance); AERA (airport tariff

regulation).

e Any policy change requires Law Ministry clearance and Union Cabinet approval.

FACTS CORNER, KNOWLEDGEPEDIA

I AIRPORT-AIRLINE CROSS-OWNERSHIP, 2026:

Existing cap: 10 per cent, from 2006 Delhi/Mumbai privatisation agreements.
Reportedly sought by the Adani Group, which formally denies plans to launch an airline.
IndiGo and Air India together hold about 90 per cent of domestic capacity.
Change requires Law Ministry clearance and Union Cabinet approval.

I REGULATORY FRAMEWORK:
Competition Act, 2002: prohibits abuse of dominant position.
AERA: regulates airport tariffs.

IndiGo MD has termed cross-ownership a conflict of interest with no global precedent.
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