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ABSTRACT

Mergers and Acquisitions (M&A) are indispensable tools for corporate restructuring and
growth, particularly in industries facing financial distress. The aviation sector, characterized by
high operational costs, fluctuating fuel prices, and stringent regulatory requirements, has
increasingly turned to M&A transactions to navigate financial challenges and sustain
operations. Harmonizing global M&A frameworks has enabled smoother cross-border
transactions, nurturing cohesive regulatory practices, and promoting international
collaboration. However, the convergence stage of M&A often presents significant challenges due
to differences in legal systems, regulatory frameworks, and corporate governance practices
across jurisdictions. These discrepancies can create legal uncertainties, complicate
negotiations, and delay the restructuring of distressed entities, exclusively in highly regulated
industries like aviation. In India, the Insolvency and Bankruptcy Code (IBC) has redefined the
corporate insolvency landscape, providing a structured and efficient framework for addressing
financial distress. Mechanisms such as the Corporate Insolvency Resolution Process (CIRP)
have proven pivotal in offering a legal pathway to resolve insolvency while preserving business
value. Despite these advancements, the convergence of international M&Apractices with India’s
IBC faces hurdles, including differing regulatory expectations, procedural complexities, and the
unique challenges of aligning global practices with local insolvency laws. These issues are
magnified in the aviation sector, where intricate regulatory requirements and financial instability

further complicate restructuring efforts.

This study critically examines the impact of these convergence challenges on M&A transactions
in India’s aviation industry. Through case studies such as Jet Airways and Air India, it explores
how the IBC’s provisions have facilitated the restructuring of distressed airline assets while
addressing regulatory and operational disparities. The research highlights the interplay between

international M&A practices and India’s insolvency framework, analyzing their combined role
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inresolving financial distress, maintaining competitive integrity, and navigating the complexities
of convergence. Ultimately, it offers insights into the strategic implications of harmonizing M&A
laws and addressing the regulatory challenges that arise during the convergence stage,

particularly within the aviation sector.

Keywords: Corporate Restructuring, Aviation Sector, Convergence, Insolvency and Bankruptcy

Mergers & Acquisitions

OVERVIEW OF THE AVIATION INDUSTRY AND THEIR
VULNERABILITIES

The aviation industry is a complex network of businesses involved in the design, manufacture,
regulation, and operation of aircraft, as well as the provision of air transportation services for
passengers and cargo. Beyond airlines, this sector includes aircraft manufacturers, component
suppliers, maintenance and repair operations (MROs), ground support services, air traffic
management, and regulatory bodies®. The aviation industry is integral to global transportation,
trade, tourism, and economic development, making it a vital component of the global economy?.
Airlines face considerable challenges due to high capital requirements, fluctuating fuel prices,
regulatory pressures, intense competition, and external shocks such as pandemics or geopolitical
instability.®> These factors contribute to the industry's inherent fragility, often resulting in
financial distress or insolvency. To address these issues, the aviation sector needs specialized
regulatory and restructuring mechanisms to ensure continued operations while safeguarding the

interests of creditors.

The airline industry* is particularly vulnerable to economic fluctuations, market volatility, and
escalating operational costs. Rising fuel prices, shifts in consumer demand, and geopolitical

tensions can significantly impact airline profitability and sustainability. Operating on narrow

! Milton Wright, Builders of the Aviation Industry, 140 Sci. Am. 228,228-233 (1929).

2 Paul Stephen Dempsey, International Air Carrier Liability (2nd edn, Kluwer Law International 200 1).

3 E. Samunderu, The Scope of the Global Aviation Industry, in: The Economic Effects of Air Transport Market
Liberalisation, Advances in African Economic, Social and Political Development, Springer, Cham 1,1-21(2024).
4 Doganis, R., The Airline Business, | ROUTLEDGE 1, (2006)
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profit margins, airlines are especially susceptible to external shocks, which can precipitate

financial difficulties or even insolvency®.

DEVELOPMENT OF THE AIRLINE INDUSTRY

The development of flight, starting with Leonardo da Vinci's early explorations, spanned nearly
four centuries. Count Zeppelin's work on airships in 1900 and the Wright brothers' success with
airplanes in 1903 were pivotal in transforming the idea of flight from a symbolic aspiration
into a functional reality®. Following this, the industry expanded rapidly, particularly after World
War I, when military advancements transitioned into civilian applications. The introduction of
commercial flights began with the first scheduled air service in 1914 in Florida, and by the

1920s, airmail services were established, leading to the growth of private airlines’.

The Growth and Evolution of the Indian Aviation Industry

The Indian aviation industry, among the fastest-growing globally, traces its roots back to
December 1912. This landmark year saw Indian Air Services, in collaboration with UK -based
Imperial Airways, launch the first domestic air route between Karachi and Delhi as an extension
ofthe London-Karachi flight. Two decades later, in 1932, Tata Sons Ltd. became the first Indian
airline to offer regular services between Karachi and Madras, operating independently without

government support®.

By the time India achieved independence in 1947, the aviation landscape had expanded
significantly, with nine air transport companies operating across the country, serving both cargo
and passenger segments. In 1948, the sector witnessed a key development with the
establishment of a joint venture between the Indian government and Air India, marking the

beginning of government participation in the industry?°.

The early 2000s brought a transformative phase with the liberalization of the aviation sector

and the emergence of numerous private airlines. By 2006, private carriers had captured over

5 K. R. Subramaniam, 'Indian Aviation Industry: A Historic Overview and Future Prospects' (2021) 53 Journal of
Aviation Studies 112.

6 Watkins, M. W., "The Aviation Industry," J. Polit. Econ. 39,42-68 (1931)

" Airports Council International, Airport Infrastructure Needs Study: 2023 U.S. Airport Infrastructure Needs
Report: Growing Needs Heighten Urgency to Modernize America’s Airports, ACI-NA, 1, 1-14 (2023),
https://airportscouncil.org/intelligence/airport-infrastructure-needs-study/.

8 K. R. Subramaniam, 'Indian Aviation Industry: A Historic Overview and Future Prospects' (2021) 53 Journal of
Aviation Studies 112.

9 Michael A. H. Bender, Aviation: A History of Flight (Oxford University Press2017).

10 William G. McGinnis, The Development of Air Transport: A Historical Perspective (McGraw-Hill 1986).
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75% of the domestic market, reflecting a significant shift in market dynamics. With a
compound annual growth rate (CAGR) of 18%, the industry has rapidly expanded, now

boasting 454 airports, including 16 designated as international hubs™’,

In December 2009, the sector experienced a surge in air traffic, contributing approximately
$21.4 million in revenue. Indian airports also began receiving global recognition, with
Hyderabad International Airportranking among the world’s top five for airport service quality.
Despite economic slowdowns inrecent years, the industry’s outlook remains optimistic, driven

by several key factors'?,

The rise of a growing middle class, the proliferation of low-cost carriers, increasing tourism,
and higher outbound travel are fueling demand. Moreover, government initiatives to modernize
non-metro airports, open new international routes, and enhance infrastructure have positioned
the industry for sustained growth. Experts project an annual growth rate of up to 25%,

reinforcing India’s standing as a key player in global aviation®,

Distinguishing the Airline Industry from the Aviation Industry

A common misconception is the interchangeable use of the terms “aviation industry and airline
industry”. The airline industry focuses on providing air transport services, encompassing
different types of airlines and their specialized operations. Commercial passenger airlines, such
as full-service carriers like Emirates and Singapore Airlines and low-costcarriers like Ryanair,

facilitate domestic and international travel*

. Cargo airlines, including FedEx, specialize in the
transportation of goods, while regional airlines connect smaller cities to major hubs. Charter

Airlines caters to on-demand services, typically for events or corporate travel.

The Airline industry’s core operations include passenger services, scheduling, ticketing, in-
flight amenities, and airport logistics. Fleet management focuses on acquiring and maintaining
aircraft to meet operational demands. Safety and compliance ensure adherence to aviation

standards®. At the same time, Crew and Operations management oversees personnel, and

11 S K. Gupta, 'The Evolution of Indian Aviation: From Early Air Services to the Modern-Day Market' (2015) 30
Asian Journal of Transport and Logistics 231

12 Ruwantika P. Samarasinghe, 'Aviation Regulation: The Relationship Between Airline and Airport Operations'
(2019) 56 Journal of Aviation & Aerospace Education & Research 35.

13 James T. O'Reilly, 'The Development of the Airline Industry: From the Wright Brothers to the 21st Century'
(2010) 35 Journal of Air Transport Management 87

14 John B. Meyer, Aviation Law: Cases, Laws, and Related Sources (4th edn, Carolina Academic Press 2010).

15 'Skyward Standards: Navigating the Crucial Role of Regulatory Compliance'
(https://www.linkedin.com/pulse/skyward-standards-navigating-crucial-role-regulatory-compliance/ accessed 17
February 2025
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revenue management focuses on pricing strategies, route optimization, and load factor

maximization to sustain profitability.

Despite its critical role in global air travel, the airline industry represents only one segment of
the broader aviation ecosystem, which extends beyond passenger transport to encompass
manufacturing, maintenance, research, and regulatory oversight. This distinction underscores

the airline industry’s specialized focus within the expansive aviation ecosystem.

The aviation industry, by contrast, represents a vast and diverse domain encompassing all
activities critical to the operation, development, and sustainability of air transportation. Unlike
the airline industry, which focuses exclusively on air transport services, the aviation industry
includes aircraft manufacturers, component suppliers, research and development organizations,

maintenance providers, airports, regulatory bodies, and emerging technologies.

The aviation industry is not limited to airlines but includes aircraft manufacturers such as
Boeing,® Airbus'’, and Embraer which designs and produces commercial, private, and military
aircraft, supported by component suppliers delivering essential parts like engines and avionics.
Meanwhile, research institutions and aerospace companies drive innovation by advancing
flight technologies, optimizing air traffic systems, and improving fuel efficiency to meet
environmental and economic demands. Beyond aircraft production, Maintenance, repair, and
overhaul (MRO) entities play a crucial role in ensuring aircraft safety and airworthiness
through regular inspections and repairs. Simultaneously, airports and ground support services
provide infrastructure for take-offs, landings, passenger transit, and cargo handling, while
ground handling companies oversee baggage operations, refuelling, and customer services.
Another integral aspectis Air Traffic Management, including Air Traffic Control (ATC), which
ensures the safe and efficient movement of aircraft, coordinating flights to prevent collisions

and reduce airspace congestion®®.

The key distinction between the airline industry and the aviation industry lies in scope. The
airline industry is a subset of the aviation industry, focusing specifically on companies
providing air transportation services. In contrast, the aviation industry incorporates all aspects

of air travel, including airlines, airports, aircraft manufacturing, air traffic management,

16 Boeing, 'Aerospace Industry and Innovations' (Boeing, 2023) https://www.boeing.com accessed 15 February
2025

17 Airbus, '"The Future of Aviation: Technology and Sustainability' (Airbus, 2023) https://www.airbus.com
accessed 15 February 2025

18 International Air Transport Association (IATA), "Economic Performance of the Airline Industry' (IATA, 2023)
https://www.iata.org accessed 16 February 2025
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research, training, and military aviation. While airlines are the most visible component to the
public, the aviation industry’s extensive framework involves a network of businesses,
regulatory agencies, and technological advancements that collectively enable air travel. The
airline industry's operations depend on the contributions of aircraft manufacturers, air traffic

controllers, ground service providers, and regulatory bodies to function effectively?®.

Regulatory bodies like the International Civil Aviation Organization (ICAO), the Federal
Aviation Administration (FAA), and the Directorate General of Civil Aviation (DGCA) oversee
the safety, security, and environmental compliance of global and national aviation
operations®®’Additionally, the aviation industry encompasses military aviation and involves the
production of fighter jets, helicopters, and other defense aircraft. Technological advances in

this sector often benefit commercial aviation.?

The sector has evolved beyond traditional craft and airlines to incorporate emerging
technologies, such as drones and unmanned aerial vehicles (UAV)?. Drones are now widely
utilized in agriculture, filmmaking, defense, and search-and-rescue operations. Integrating
these technologies into civilian airspace presents opportunities and challenges for the industry.
The expansion of electric aviation, Al in flight systems, and sustainable aviation fuels (SAF),

illustrates the aviation industry's vast scale and its pivotal role in global development.

RECONSTRUCTION

Reconstruction is a process of reorganizing a company’s legal, operational, ownership, and
financial structures by revaluing assets and reassessing liabilities. It involves transferring the
business of an existing company to a newly formed company, leading to the liquidation of the
old company, with shareholders receiving equivalent shares in the new entity. Reconstruction
becomes necessary when a company incurs losses for several years, causing financial
statements to misrepresent its actual financial position. It helps resolve issues like over-
capitalization, accumulated losses, and asset overvaluation while simplifying the capital

structure, altering share values, raising fresh capital, and modifying the memorandum of

19 David F. Brueckner, 'The Airline Industry and Its Regulatory Challenges' (2013) 48 Journal of Air Transport
Management 123.

20 International Civil Aviation Organization (ICAO), 'Global Air Transport Outlook 2023' (ICAO, 2023)
https://www.icao.int accessed 17 February 2025

21 United Nations Conference on Trade and Development (UNCTAD), 'Review of Maritime Transport 2023'
(UNCTAD, 2023) https://unctad.org accessed 17 February 2025

22 Clothier,R. A., & Walker, R. A., Determination of safety objectives forunmanned air vehicle operations incivil
airspace, 24 Saf. Sci. 467,467—-478 (2006). [https://doi.org/10.1016/1.ss¢i.2005.10.002].
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association. Reconstruction also facilitates cash generation for working capital needs, asset

replacement, and modernization of operations.
There are two types of reconstruction:

e External reconstruction occurs when a financially distressed company transfers its
business to a newly formed entity, leading to the liquidation of the old company,
known as the vendor company, while shareholders become part of the purchasing
company.

e Internal reconstruction, on the other hand, is a financial restructuring method that
allows a company to continue operations by adjusting its financial statements, often
by reducing share capital to offset past accumulated losses. Internal reconstruction is
particularly significant when assets are overvalued, liabilities are undervalued, and

the company struggles with financial crises and continuous losses.

Corporate restructuring? is a strategic process to enhance a company’s efficiency, profitability,
and competitive position. Involves significant changes in ownership, control, liabilities, and
asset composition to achieve long-term and short-term business goals. Unlike investments in
new plants and machinery, corporate restructuring is an episodic exercise that focuses on

optimizing operations and financial structure®

Corporate restructuring entails fundamental changes in one or more facets involving
Ownership, liabilities, and asset composition. Modifications in the pattern of ownership and
control, such as changes in shareholding structures, mergers and acquisitions. Additionally,
restructuring may involve adjustments to the company’s liabilities through debt refinancing,
modifications in financial structures or comprehensive financial reorganization. Another key
aspect is the reallocation or disposal of assets to enhance operational efficiency and strengthen
market positioning. By implementing these changes, companies aim to improve financial

stability, streamline operations, and achieve long-term growth.

23 Dr. Nishikant Jha, Merger, Acquisition and Corporate Restructuring, Dr. Nishikant Jha’s Website at
https://www.drnishikantjha.com/booksCollection/Merger%20Acquisition%20and%20Corporate%20Restructuri

ng.pdf.
24 Shivani Gupta & Suman Jain, Mergers and Acquisitions: A Conceptual Review,]J. Strat. Mgmt., Vol. X, 1 (2020).
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Objectives of restructuring are undertaken to achieve multiple business goals,

including?°:

e Stability -Ensuring long-term sustainability in a dynamic business environment.
e Synergy — Enhancing operational efficiency through consolidation and integration °
e Competitiveness — Strengthening the firm's position in the industry

e Profitability — Optimizing resources to increase revenues and shareholder value

Types of Corporate Restructuring?® — Is based on nature and objectives

1. Financial Restructuring — Adjusting the capital structure, refinancing debts, and
improving financial health.

2. Organizational Restructuring — Reorganizing business divisions, reducing workforce, or
streamlining management.

3. Mergers and Acquisitions (M&A)%" — Combining businesses to achieve synergies and
growth.

4. Divestitures® and Spin-offs — Selling or separating business units to focus on core
operations.

5. Debt Restructuring — Negotiating new terms for debt repayment to avoid financial

distress®.

25 Institute of Company Secretaries of India (ICSI), Corporate Restructuring, Insolvency, Liquidation & Winding-
up — Part 1, ICSI Website https://www.icsi.edu/media/webmodules/CRILW_PART 1.pdf.

26 [TaxGuru], [https://taxguru.in/corporate-law/corporate-restructuring-india.html] [(last visited Feb. 19,2025)].
27 Bruner, R. F., Applied Mergers and Acquisitions, 1 JOHN WILEY & SONS 1,(2004)

28 Kaplan, S. N., & Weisbach, M. S., The Success of Acquisitions.: Evidence from Divestitures,47 J. FIN. 107,
107-138 (1992)

2 Gilson, S. C., Transactions Costs and Capital Structure Choice. Evidence from Financially Distressed Firms,
52J.FIN. 161,161-196 (1997).
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Role of M&A in Addressing Financial Distress>°

M&A plays a significant role in addressing financial distress by providing immediate financial
stabilization through liquidity and capital infusion, enabling distressed firms to meet short-term
obligations like payroll, supplier payments, and debt servicing. Bank of America’s®
acquisition of Merril Lynch during the financial crisis of 2008, helped stabilize Lynch’s
operations and prevent collapses, which is one of notable examples.

M&A facilitates debt restructuring, as acquiring firms often negotiate with creditors to
restructure or assume the debt of distressed companies, thereby decreasing financial pressure
and allowing the company to focus on recovery. For example, SoftBank's® acquisition of
WeWork in 2019 came after the company's unsuccessful PO, which helped...restructure its
debt and operations. M&A enables operational synergies by cutting costs through economies
of scale, shared resources, and streamlined operations as witnessed in the 2020 merger of Sprint
and T-Mobile®, which aimed to reduce operational costs and enhance competitiveness in the
telecom sector. M&A helps preserve stakeholder value by protecting the interests of employees,
consumers, suppliers, and investors, avoiding the negative consequences of bankruptcy®. The
acquisition of J.C Penney® in 2020 by Simon Property Group and Brookfield Asset

Management which preserved store operations and jobs.

Lastly, by merging the troubled company within a more robust business model,

M&A facilitates strategic refocusing, correcting issues such as over-expansion or poor market
positioning. This can be best illustrated with Disney's 2019 purchase of 21st Century Fox,
which broadened Disney's content base while helping Fox correct its financial woes.

These benefits serve to illustrate how imperative M&A is as

a strategic tool for correcting financial trouble and creating long-term value.

30 Elena Carletti & Steven Ongena, Financial Distress and Corporate Restructuring: The Role of Mergers and
Acquisitions, J. Fin. Intermediation, Vol. X, 1 (2019).

81 Digital Commons - University of Maryland,
[https://digitalcommons.law.umaryland.edu/cgi/viewcontent.cgi?article=1939&context=fac_pubs] [(last visited
Feb. 19,2025)].

32 Farrell, M., & Primack, D., SoftBank’s WeWork bailout: A case study in distressed M&A, 58 J. Corp. Fin,, 1,
1-15(2019).

33 Kwoka, J. E., The Sprint-T-Mobile merger: Implications for competition and consumers, 66(1) Antitrust Bull,
78,78-95(2021).

34 Weston, J. F., Mitchell, M. L., & Mulherin, J. H., Takeovers, Restructuring, and Corporate Governance (4th
ed.), Pearson Prentice Hall (2004).

35 CNBC, [https://www.cnbc.com/2020/09/09/simon-brookfield-to-save-jc-penney-from-bankruptcy-keep-650-
shops.html][(last visited Feb. 19,2025)].
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Types of M&A in Distressed Scenarios

a. Distressed Asset Sales®® — Companies sell off non-core or underperforming assets to raise

capital and reduce debts.

b. Friendly Acquisitions®’- To avoid bankruptcy, distressed companies voluntarily seek

buyers. Continuity and stakeholder protection are the two main objectives of these transactions.

c. Hostile Takeovers®- This is a type of acquisition where an acquiring company seeks to take

control of a target company against the wishes of its management and board of directors.

d. Pre-Packaged Bankruptcy- A hybrid—a balanced approach where a distressed company
negotiates an M&A deal before filing for bankruptcy, ensuring a smoother transition and faster

resolution.
Challenges and Risks in Distressed M&A*

Valuation complexities®® are seen as a major challenge, as companies undergoing financial
distress are subjected to uncertain cash flows and asset values*, making it difficult to determine
actual worthiness. Acquirers must ensure that thorough due diligence is performed to avoid
overpaying and the transactions align with objectives. Regulatory compliances can complicate
the process, the M&A transactions may face antitrust scrutiny or require approval from COC.
Such legal consequences are prone to delay the transactions and increase the costs. The
Integration risks* associated further add to challenges, as combining a distressed firm with a
healthy one can lead to operational disruptions, cultural clashes, and loss of talent, which
indirectly undermines the success of the merger. Lastly, Critical concerns are raised concerning

reputational risks*®, as when a distressed company is acquired, it may damage the reput of the

36 Gilson, S. C., Creating Value Through Corporate Restructuring: Case Studies in Bankruptcies, Buyouts, and
Breakups, John Wiley & Sons (2010).

87 Hotchkiss, E. S., John, K., Mooradian, R. M., & Thorburn, K. S., Bankruptcy and the Resolution of Financial
Distress, in B. E. Eckbo (Ed.), Handbook of Empirical Corporate Finance, 235-287, Elsevier (2008).

38 Jensen, M. C., & Ruback, R. S., The Market for Corporate Control: The Scientific Evidence, 11 J. Financ.
Econ. 5-50 (1983).

39 R. Vaidya, Corporate Restructuringthrough Mergers and Acquisitions: A Study of Indian Firms, Asian J. Mgmt.
Cases, Vol. X, 1 (2019).

40 Damodaran, A., Investment Valuation: Tools and Techniques for Determining the Value of Any Asset (3rded.),
John Wiley & Sons (2012).

41 Jensen, M. C., Agency Costs of Free Cash Flow, Corporate Finance, and Takeovers, 76 AM. ECON. REV. 323,
323-329(1986)

42 Haspeslagh, P. C., & Jemison, D. B., Managing Acquisitions: Creating Value Through Corporate Renewal, Free
Press (1991).

43 Fombrun, C.J., & van Riel, C. B. M., Fame & Fortune: How Successful Companies Build Winning Reputations,
Financial Times Prentice Hall (2004).
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acquirer if the integration fails or if issues persist, giving way to negative perceptions among
the stakeholders, employees, and consumers. These risks highlight the need for careful

planning and execution in distressed M&A transactions.

MERGERS & ACQUISITIONS

Mergers & Acquisitions* are a transfer or consolidation of business ownership, which
facilitates companies to grow, shrink, or reposition strategically. Both terms are often
interchangeably used, a merger means the fusion of two entities into a single entity, whereas

an amalgamation blends multiple companies into a new legal entity.
A merger results in one company absorbing another®.
Amalgamation forms a completely new entity from two or more companies.

e Section 232 of the Companies Act deals with mergers and amalgamations of companies.

e Section 234 allows mergers or amalgamations with foreign companies.

Reasons for Mergers & Acquisitions

M&A aims to create synergy, increasing the combined entity’s value beyond its individual

parts. Key benefits include:
e Growth & Market Expansion — Faster expansion than organic growth.
e Competitive Advantage — Pre-empting competition and achieving sector dominance.
e Regulatory & Tax Benefits — Optimizing tax structures and compliance advantages.
e Economies of Scale — Reducing per-unit costs through increased production.
e Technology & Innovation — Acquiring new technologies for a competitive edge.

o Market Reach & Financial Strength — Expanding into new markets and improving

capital access.

Successful M&A depends on effective integration and synergy realization, ensuring that the

combined entity achieves its strategic objectives.

44 D. Faulkner, S. Teerikangas & Joseph, The Handbook of Mergers and Acquisitions (2012)
45 C. Krishnamurti, S.R. Vishwanath, Mergers, Acquisitions, and Corporate Restructuring [(Response Books,
New Delhi 2008)]
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CONVERGENCE IN MERGERS & ACQUISITIONS

When the acquisition deal has been closed, the job of realizing the strategic and value creation
objectives of the deal starts. Depending on the type of acquisition made, its strategic rationale,
and value creation logic, the company involved in the merger has to be integrated in varying

degrees®.

The integration of two entities is not just about changing the organizational structure and
establishing a new hierarchy of authority’’. It involves integrating systems, processes,
procedures, strategies, and reporting systems. Mergers are driven by efficiency considerations
and a need for consolidation of operations and downsizing®. Convergence refers to the process
of integrating two companies into a unified entity. This involves aligning their operations,
cultures, systems, and strategies to achieve the synergies and goals that motivated the merger.
It’s a crucial aspect because it determines whether the combined entity can operate efficiently
and realize the anticipated benefits, such as cost savings, increased market share and

competitive advantage.

At this stage, the objective is to put in place a managed organisation that can deliver the
strategic and value expectations that drove the merger in the first place. The integration process
also has to be viewed as a project and the firm must have the necessary project management
capabilities and programme with well-defined goals, teams, deadlines, performance
benchmarks, etc*. Such a methodical process can unearth problems and provide solutions so
that integration achieves the strategic and value creation goals®. One of the major problems in
post-merger integration is the integration of the merging firm’s information systems. This is
particularly important in mergers that seek to leverage each company’s information on

customers, markets or processes with that of the other company.

Stages of mergers®!

46 Sudi Sudarsanam, [Creating Value from Mergers and Acquisitions: The Challenges — An Integrated and
International Perspective][97-98]

4738 A. Ghosh, B. Das, Mergers and Takeovers 543-545 [(The Management Accountant 2003)].

48 Patrick A. Gaughan), [Mergers, Acquisitions, and Corporate Restructurings1[390- 395] [(Wiley India, 2010)]
49 Larry Fullerton & Megan Alvarez, Convergence in International Merger Control, 10 Geo. Mason L. Rev. 665,
665-670(2002).

50 David Goddard, Convergence in Corporations Law—Towards a Facilitative Model,26 Melb. U. L. Rev. 208,
208 [(2002)].

51 HP Legal, https://hplegal.ro/what-are-the-steps-in-a-merger-process/ (last visited Mar. 3, 2025)
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1. Planning and Target identification®
Identify potential Merger or Acquisition targets that align with the company's strategic
goals. Evaluate industry trends, and identify complementary strengths or capabilities.
An Information Memorandum (IM) is prepared by the vendor to assess market interest
and attract potential buyers for a company, group or business. Provides information for
prospective purchasers to decide whether they want to pursue the acquisition, without
revealing sensitive or confidential details. If buyer shows interest, typically sign a Non
— Non-Disclosure agreement to protect the confidentiality.

2. Due Diligence®
Financial audits, legal reviews, operational assessments and cultural evaluations.
Understanding of the target’s value, risks and synergies. At this stage, a due diligence
exercise is typically conducted on the target company or business. Due diligence covers
legal, fiscal and financial aspects to identify risks, enhance bargaining power and
determine fair pricing. Examines contracts, data protection, IP, and insurance along
with regulatory compliances.

3. Valuation and Deal Structuring®*
Takes help of financial due diligence to validate revenue, liabilities, and IP, adjusting
valuation models for risks. Uses income-based, asset-based methods and market-based
techniques such as DCF Analysis, Comparable company analysis (CCA), precedent
transactions, and asset-based valuation to assess the target‘s value and synergies.
Determines merger type (horizontal, vertical, or conglomerate), takeover strategy
(friendly/hostile), and considers regulatory and legal constraints.

4. Regulatory Approval and closing®®
Post due diligence, the purchaser reviews the results with advisors to assess their
impact. The parties negotiate the transactional terms, including pricing mechanisms,
warranties, indemnities and limitations. The terms are said to be formalized in SPA
(share purchase agreement) or APA(Asset purchase agreement ) depending on the need

of shares or business assets.

52 Corporate Finance Institute, https://corporatefinanceinstitute.com/resources/valuation/mergers-acquisitions-
ma-process/ (last visited Mar. 3,2025)

53 PwC Malta, https://www.pwc.com/mt/en/publications/tax-legal/mergers-and-acquisitions-5-stages-of-MA-
transaction.html (last visited Mar. 3,2025)

54 Singhania & Partners, https://singhania.in/blog/stages-of-mergers-acquisitions (last visited Mar. 3, 2025)

55 Cartwright, S., & Cooper, C. L. (1993). The role of culture compatibility in successful organizational marriage.
Academy of Management Perspectives,7(2),57-70
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5. Convergence (Integration)®®
Merging the corporate cultures to create a cohesive work environment. This may
involve leadership alignment, communication strategies, and team-building activities.
Aligning business processes, supply chains, and operational strategies to eliminate
redundancies and improve efficiency. Standardizing accounting practices, financial
reporting, and performance metrics to ensure accurate and consistent financial
management.

6. Post — merger evaluation®’
Insights into effectiveness and lessons learned for future transactions. Performance

reviews, synergy realization tracking, and stakeholder responses.

Factors like — Cultural integration, Operational synergies, financial stability, and market

conditions determine whether Mergers are successful or not?

Air India-Vistara Merger® (2023-24) was a horizontal merger in the aviation sector, where
the Tata Group merged Air India and Vistara to create a full-service airline powerhouse,
highlighting the alignment of regulatory, operational, financial, and legalities. The goal of the
merger, which was governed by the Aircraft Act 1934 and the Aircraft Rules 1937 as well as
other aviation laws, was to establish a single full-service airline that would rank as the second-
largest domestic carrier and the leading force internationally. Integration of fleets, crew
training, and branding strategies were among the difficulties the merger faced. Furthermore,
regulatory obstacles from the Ministry of Civil Aviation (MoCA) for foreign ownership and
route rationalization, as well as the Competition Commission of India (CCI) to address anti-
competitive issues. international adherence to agencies such as IATA and ICAO, , as well as
adherence to bilateral air service agreements, was also critical, and the Directorate General of
Civil Aviation (DGCA) delayed approvals. Despite these obstacles, the merger aimed to

strengthen Tata’s airline business and enhance its competitiveness in the aviation market.

Particularly in unifying the Air Operator Certificates (AOCs) of both airlines under Rule 134

of the Aircraft Rules, 1937, regulatory convergence was a major emphasis together with

5 Sudi Sudarsanam, [Creating Value from Mergers and Acquisitions: The Challenges — An Integrated and
International Perspective], [Chapter: Organizational and Human Aspects of Post-Acquisition Integration|( 527 —
528)

57 King, D. R., Dalton, D. R., Daily, C. M., & Covin, J. G. (2004). Meta-analyses of post-acquisition performance:
Indications of unidentified moderators. Strategic Management Journal,25(2), 187-200.

58 Directorate General of Civil Aviation (2023). "Merger of Air India and Vistara: Regulatory Considerations."
DGCA Report.
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operational safety and compliance. Restructuring Singapore Airlines stake to 25.1 %in the
merged entity, following India's 49% FDI Cap, addressed foreign ownership
rules.®®. Governed by Rules 140 and 141 of the Aircraft Rules, 1937, route and slot
rationalization included reallocating overlapping domestic and international routes and
renegotiating bilateral agreements for important destinations such Singapore and Europe.
Operationally, the merger called for fleet integration, pilot and crew training under Rule 39A
harmonization, and MRO facility consolidation to cut costs and guarantee airworthiness.
Financial and legal convergence meant moving Vistara's assets and liabilities to Air India,
reorganizing debt, and handling CCI worries about market dominance under conditions meant
to guarantee fair pricing and rivalry. With the merger requiring the unification of airport
lounges, check-in counters, baggage systems, and IT platforms—including passenger service

and frequent flyer programs—infrastructure and technology integration were very important.

Kingfisher Airlines, United Breweries Group, founded by Vijay Mallya in 2005, gained
notoriety for its first-rate service model, which included opulent in-flight lounges and
entertainment. The airline experienced growing financial difficulties as a result of strategic
errors, high operating costs, and regulatory obstacles, even though it reached a peak domestic
market share of 26.7% in 2009%. One of the most notable mergers in Indian aviation history
was the consolidation of Air Deccan, India’s first low-cost carrier, and Kingfisher Airlines, a
premium full-service airline. Air Deccan revolutionized air travel in India by making flying
affordable, converting many train passengers into air travelers. However, financial pressures
led to its acquisition by Kingfisher Airlines, with Dr. Vijay Mallya acquiring a 26% controlling

stake in Air Deccan, effectively merging the two carriers under the Kingfisher Aviation brand.
Synergies from the Merger®

The combined entity operated a fleet of 71 aircraft, serving 70 destinations with over 550 daily

flights. The merger was expected to generate significant operational synergies, including:

e Cost reductions (4-5%, ~I300 million) through shared inventory management,

maintenance, and engineering.

59 S.C. Bansal, M.N. Khan & VR. Dutt, Economic Liberalization and Civil Aviation Industry, Econ. & Pol. WKkly.
71-76 (2008).

80 BenoitF. Leleux and Isabelle Pigeaux, "Air Deccan (B): Kingfisher and the king of goodtimes," IMD (Accessed
April 2, 2025, 9:06 PM IST), https://www.imd.org/case-study/air-deccan-b-kingfisher-and-the-king-of-good-
times/

61 Business Standard, Kingfisher, Deccan Merger to Redefine Air Fare Structure, Dec. 19,2007
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e Optimized route networks and dynamic pricing strategies to attract more passengers.

e A dual-brand strategy—Ieveraging Air Deccan’s extensive domestic reach and

Kingfisher’s premium service for international expansion.
Reasons for the collapse

1.  High Operating Costs®*: Aviation Turbine Fuel (ATF) prices in India were 51% higher
than global averages due to high taxes, significantly eroding profit margins. A large portion
of the fleet was leased, leading to high fixed costs. By 2011, unpaid lease rentals grounded
over 60% of its fleet®. The airline's premium service model inflated operational expenses in

a price-sensitive market

2. Strategic Missteps®®: The acquisition of Air Deccan in 2007 aimed to enter the low-
cost segment but diluted Kingfisher’s premium brand image. The integration of contrasting
business models (premium vs. budget) created inefficiencies and confused customers.
International expansion in 2008 added financial strain due to rising oil prices and economic

slowdown®.

3. Economic Challenges: The 2008 global financial crisis reduced passenger demand,
particularly in premium segments. Depreciation of the Indian Rupee against the US Dollar

increased costs for leases, fuel purchases, and maintenance

4.  Debt and Mismanagement®®: Loans from 17 banks totaling 7,000 crore led to
unsustainable debt servicing costs. Frequent management changes and delegating operational

control to Siddharth Mallya, who lacked aviation expertise, hindered strategic execution.

5. Regulatory Pressure: Government mandates required operation on unprofitable routes

for regional connectivity. High airport and landing charges further inflated costs.

Strategic Benefits®’

62 A. Alam, S. Khan & F. Zafar, Strategic Management: Managing Mergers & Acquisitions, 3 Int’1 J. BRIC Bus.
Res.1,1-10(2014).

63 The Economic Times, https://economictimes.indiatimes.com/kingfisher-air... [(last visited Apr. 2, 2025)].

64 Chandra S, ‘Kingfisher Airlines: A Case of Operational Mismanagement’ (2015) 23 Business Horizons 203.

6 SAGE Journals, https://journals.sagepub.com/doi/full/10.11... [(last visited Apr. 2, 2025)].

66 Tha A, ‘Air Deccan Acquisitionand Its Implications for Kingfisher Airlines’(2008) 12 Harvard Business Review
(India Edition) 98.

67 Financial Express, Kingfisher-Deccan Merger to Save Rs 300 cr, Nov. 2, 2007.
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1. Regulatory Advantage — The merger allowed Kingfisher to bypass the 5-year domestic

operation rule for international flights by utilizing Air Deccan’s established operations.

2. Financial Efficiency — Shared resources (maintenance contracts with Lufthansa
Technik, Airbus fleet commonality, and uniform engine/brake systems) reduced

operational costs.

3. Market Expansion — The merger strengthened Kingfisher’s position in both budget and

luxury segments, catering to a broader customer base.

The merger with Air Deccan®® was deemed detrimental, as it diluted Kingfisher’s premium
brand identity and created operational inefficiencies. Impact of Air Deccan Acquisition.
Financial liabilities from Air Deccan were added to Kingfisher’s debt burden. The expected
benefits of economies of scale and route synergies were not realized due to misalignment
between business models®. By 2012, Kingfisher Airlines faced debts exceeding 37,000 crore,
grounded aircraft, employee strikes, and suspension of its license by the Directorate General
of Civil Aviation (DGCA). These factors forced the airline to cease operations on October 20,

20127,

Jet Airways’? acquired Air Sahara in 2006 to increase fleet efficiency, broaden its market
share, and realize operational synergies. The deal was initially valued at 22,300 crore ($500
million), but after prolonged negotiations, Jet Airways completed the acquisition for 31,450
crore ($340 million). The merger sought to increase Jet Airways' domestic and international

presence by using Air Sahara's current licenses and slots.
The primary motivations behind the acquisition were:’?

. Market Expansion: Gaining access to Air Sahara’s domestic routes and international

operations.

68 BS Reporters, "Kingfisher to merge with Air Deccan," Business Standard (Accessed April 2,2025,9:06 PM
IST), https://www.business-standard.com/article/companies/kingfisher-to-merge-with-air-deccan-
107122001024 1.html

69 Business History, https://businesshistory.domain-b.com/focus/kingfisher-airlines-part- 1-the-backdrop [(last
visited Apr. 2, 2025)].

70 Prasad Sangameshwaran, "Deccan brand transitioned into Kingfisher Red inevitable?" The Economic Times
(Accessed April 2, 2025,9:06 PM IST), https://economictimes.indiatimes.com/deccan-brand-transitioned-into-
kingfisher-red-inevitable/articleshow/3492028.cms.

" UKEssays, Analysing Jet  Airways Sahara  Airlines  Merger, UKEssays  (2018),
https://us.ukessays.com/essays/manage ment/analysing-jet-airways-sahara-airlines-merger.php.

2 Jet Airways’ Attempted Acquisition of Air Sahara, ICMR (2007),
https://www.icmrindia.org/casestudies/catalogue/Business%20Strategy/Jet%20 Airways %2 0 Acquisition%2 0 Air
%?20Sahara.html
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. Fleet Optimization: Creating operational efficiencies by integrating Air Sahara’s fleet

with Jet Airways

. Competitive Positioning: Strengthening Jet Airways' leadership in the Indian aviation

sector.

. Network Synergies: Utilizing Air Sahara’s airport slots and infrastructure for better

connectivity.

Post-Merger Financial Performance’®- A detailed financial analysis comparing Jet Airways’
performance before and after the merger shows a significant decline in profitability and

shareholder value.

Decline in Margins and Profitability- The Operating profit margin dropped from 33.2%
(2004-2005) to 5.2% (2008- 09), indicating a steep decline in operational efficiency. The Gross
Operating Margin declined from 24% to -6.4%, signaling cost inefficiencies in integrating Air
Sahara’s operations. Net Profit Margin went from 9% to -3.5%, reflecting deteriorating bottom-

line performance™.
Deterioration in Return on Investment

e Return on Capital Employed (ROCE) fell from 31.6% to 4%, showing inefficient

capital utilization.

e Return on Net Worth (RoNW) dropped drastically from 22.4% to 31.1%, implying

destruction of shareholder value.

Increased Debt Burden- The debt-equity ratio surged from 1.7 to 12.6, indicating excessive
leverage and risk. EPS(Earnings per share) dropped from 45.4 to 46.6™, depicting a decline in

earnings and reduced investor confidence.

The merger between Jet Airways and Air Sahara faced significant challenges, ultimately
leading to financial strain and operational inefficiencies. The acquisition burdened Jet Airways
with high debt, increasing its financial risk, while fleet integration challenges escalated

maintenance and operational costs. Market dynamics further worsened the situation, with the

73 Jet-Sahara Merger May Hit Turbulence, Econ. Times (Jan. 26,2006), https://economictimes.indiatimes.com/jet-
sahara-merger-may-hit-turbulence/articleshow/1539205.cms.

4 Tmpact of Mergers and Acquisitions on Return on Net Worth — An Empirical Analysis, J. Pub. Admin.,
https://sryahwapublications.com/article/download/2010.

75 Jet Snaps Up Sahara for $500 mn in Cash, Bus. Standard (Apr. 17, 2007), https://www.business-
standard.com/article/companies/jet-snaps-up-sahara-for-500-mn-in-cash-107041701032_1.html
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rise of low-cost carriers like IndiGo and Spicelet intensifying competition, making it difficult
for Jet Airways to sustain premium pricing. Additionally, rising fuel costs and the 2007-09
economic downturn further weakened its financial health. Operational inefficiencies, including
Air Sahara’s older aircraft, increased expenses and disrupted cost synergies. The lack of a well-
balanced fleet mix further hampered efficiency. Despite expectations of synergy benefits, the
merger failed to generate shareholder value, as indicated by negative RoNW and declining
EPS. Comparisons with Kingfisher Airlines’ acquisition of Air Deccan reveal similar post-
merger struggles, though Jet Airways maintained positive operating margins. However, both
mergers failed in terms of profitability, shareholder returns, and financial sustainability,

highlighting the risks associated with poorly executed airline consolidations.
Was the Merger a Success?

The Jet Airways-Air Sahara merger failed to achieve its intended strategic and financial
benefits due to high integration costs, increased financial leverage, and operational
inefficiencies in fleet management. The intensifying competition from low-cost carriers like
IndiGo and Spicelet further strained Jet Airways’ ability to sustain premium pricing and
profitability. Despite expectations of synergy, the merger failed to generate shareholder value,
as reflected in declining returns and earnings. Although Jet Airways remained operational post-
merger, the financial burden and market challenges continued to mount, ultimately leading to
its insolvency in 2019. This outcome further demonstrated that the merger did not create long-

term value and instead contributed to the airline’s eventual downfall.

The 2004 merger between Air France and KLM'® marked a significant convergence in the
European aviation industry, creating the Air France- KLM Group—one of the largest airline
groups in the world. While both carriers retained their branding, the merger was primarily a
strategic convergence aimed at unlocking operational synergies, financial stability, and greater
global competitiveness. Central to this merger was the convergence of networks, operations,

and strategic planning, which proved largely successful despite persistent challenges.

KLM's decision to merge stemmed from a series of failed alliance initiatives. Attempts such as
the proposed ‘Air Union’ in the 1950s and the ambitious ‘Alcazar’ project in the 1990s failed

to materialize. Even a promising partnership with Alitalia in 1999 collapsed within a year,

76 Gudmundsson, S. V., Mergers vs. Alliances: The Air France-KLM Story
https.//www.researchgate.net/publication/256033317 Mergers vs_Alliances The_Air _France-KLM_Story (last
visited Apr. 5, 2025)
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estimated KLM €175 million”. Following the 9/11 attacks, KLM’s financial condition
deteriorated, leading to a €572 million loss by 2003. Facing limited alternatives due to strained
relations with Lufthansa and regulatory setbacks with British Airways, KLM ultimately opted
to merge with Air France, a move that provided much-needed stability and access to broader

global networks.

The convergence aspect of the merger was most evident in the operational integration. Both
airlines benefited from route optimization, elimination of redundancies, and increased load
factors. The formation of the group allowed the carriers to streamline their networks by using
Paris-Charles de Gaulle and Amsterdam Schiphol as major hubs. This optimized passenger
flow, enhanced interconnectivity, and allowed for more efficient fleet utilization. The
integration of IT systems, joint aircraft procurement, and a unified loyalty program (Flying

Blue) significantly reduced operational costs and improved customer experience.

Despite maintaining separate identities, the group functioned under a centralized strategy that
enabled fleet planning flexibility and collaborative decision-making, contributing to improved
profitability. The Air France-KLLM Group also bolstered its transatlantic operations through the
SkyTeam alliance, positioning itself as a stronger competitor to Lufthansa and IAG. However,
the convergence encountered setbacks, particularly in labour integration. Differences in French
and Dutch labour laws created tensions, with KLM employees often resisting deeper
integration out of concern for autonomy. These cultural and regulatory differences have
persisted, occasionally disrupting group-wide cohesion. Moreover, global crises, including the
2008 financial crash and the COVID-19 pandemic, exposed the group to financial volatility.
For instance, the first quarter of 2023 saw an operating loss of €306 million, largely due to

staffing shortages, delivery delays, and labour strikes.

Nonetheless, the merger has achieved its core strategic goals. KLM regained financial health,
the group expanded globally, and operational synergies led to improved efficiency. Nearly two
decades later, Air France- KLM operates over 530 aircraft to 300 destinations across 117
countries, with over 70,000 employees. Despite ongoing operational hurdles, the convergence

of Air France and KLM can be considered a strategic success’. It has enabled resilience in a

7 ICMR India, The Air France - KLM  Merger Story, (2004). ICMR India,
https://www.icmrindia.org/casestudies/catalogue/Business%20Strategy2 /The %20 Air%20France %20-
%20KIL.M%20Merger%20Story.htm (last visited Apr. 5, 2025).

8 Buyck, C., Mariage de Raison: Air France and KLM Face Significant Challenges to Creating a New Global
Airline Leader but Are Confident They Can Be Overcome,41(1) Air Transport World 24, 24-26 (2004). TRID,
https://trid.trb.org/view/687692 (last visited Apr. 5,2025).
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volatile industry, enhanced network reach, and positioned the group as a global aviation leader.
The merger's convergence strategy, while imperfect, has largely fulfilled its intended

objectives.

The Alaska Airlines and Virgin America Merger (2016)’° was a horizontal integration
based on Customer base and fleet harmonization. Alaska integrated Virgin America’s fleet into
a single operational system, eliminating inefficiencies. Hub Consolidation in key markets,
increasing efficiency and rebranding customer service offerings to combine Alaska’s loyalty
programs with Virgin’s innovative in-flight experience. Cost effectiveness and maintenance
along with standardized aircraft configurations. The merger had a positive impact, as it gained
a stronger foothold in the West Coast markets and reduced competition with major airlines,

resulting in increased revenue efficiency.

CHALLENGES IN CONVERGENCE

Mergers and Acquisitions (M&A) is often seen as a strategy pursued by the airline industry
worldwide as a means to emerge from financial crises and gain a competitive advantage in the
market. It provides strategic solutions for struggling airlines, enabling them to achieve
economies of scale, reduce competition, and strengthen their market position. However, despite
such potential benefits, the process of convergence between merging airlines presents certain
challenges, which could threaten the success of such transactions. This establishes the need to
identify the barriers and challenges that hinder the M&A process. These challenges often stem
from operational, financial, cultural, regulatory, and market-related complexities, making

airline mergers a highly intricate and resource-intensive process®.
1. Operational Integration Issues

This is considered as one of the most immediate and complex challenges in the convergence
stage of the airline industry. Merging airlines often have different fleet compositions,
maintenance protocols, ticketing systems, and operational workflows, and therefore,
harmonizing such elements requires substantial investment and time. The same could disrupt
business continuity if not managed efficiently. Different Airlines operate different aircraft

models, and the same requires specific training for the pilots, engineers, and cabin crew, which

9 Alaska Airlines Newsroom, Alaska Air Group Closes Acquisitionof Virgin America, Alaska Airlines Newsroom
[(Accessed on: April 2, 2025, Time: XX:XX)], https://news.alaskaair.com/newsroom/alaska-air-group-closes-
acquisition-of-virgin-america-becomes-the-5th-largest-u-s-airline/.
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could create a significant hurdle in achieving operational synergy. Extensive capital investment
in pilot retraining is required due to fleet standardization. This could strain the financial

position of the merged entity.

Apart from the same, merging airlines could have different crew training programs, safety
procedures, and regulatory certifications. Due to this, pilots and engineers need to undergo
additional certification processes in situations where they are required to operate new aircraft
types, adding to operational costs and potential delays in full integration. Another major issue
is with regard to the inconsistency in customer experience due to the differences in cabin crew

service protocols, which directly impacts the brand perception.

In 2007, the Indian Government approved plans to merge Indian Airlines with Air India. The
merger created a mega company with a combined revenue of Rs. 15,000 crores®. Air India
primarily operated wide-body aircraft, for international routes, but on the other hand, Indian
Airlines had a fleet of narrow-body aircraft, for domestic and short-haul international
operations. Due to this, the merger required significant operational alignment in terms of fleet
standardization, pilot training, and maintenance, but the same did not go smoothly as expected.
Pilots from Air India were trained for Boeing aircraft, while Indian Airlines pilots operated
Airbus planes®. So due to this the pilots could not be immediately shifted between fleets. This
initially created inefficiencies in crew utilization. Apart from the said issue, Air India and
Indian Airlines also had different in-flight service standards, catering models, and crew
management styles, and therefore standardizing these services led to temporary passenger
dissatisfaction, as inconsistencies arose in onboard service quality. This example highlights

how operational integration can be a significant hurdle in aviation mergers.

2. Workforce and Cultural Integration

Cultural clashes between merging airlines can cause resistance among employees and
management. Differences in lab or laws, union policies, and national work ethics can slow
down operational integration. Managing language barriers, customer service philosophies, and
brand identities iscritical. The human resource aspect of an airline merger is another important
aspect which should be taken into consideration, as the merging companies must align different

corporate cultures, salary structures, and employment hierarchies. No two airlines could have

81 AK. Sinha & N. Singh, Post Merger Financial Analysis-Air India & Indian Airlines,3(3) 4D Int’1J. IT & Com.
Al (2014).
82 N. Gaan, Is It Justified to Sack Pilots? - A Case Study of Air India, (2012).
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the same organizational culture, as the same are shaped over time by their leadership styles,
service philosophies, and operational strategies. Therefore, during the convergence stage,
employees from different backgrounds must adapt to a new work environment which could

take time, and could also result in friction and resistance.

For example, the merger of Air India and Indian Airlines was marred by employee
dissatisfaction, because of the differences in work culture and employment policies®. Apart
from this issue, the pay structures and promotion policies, were also different leading to
differing opinion among employees regarding seniority and job security. Mergers could also
lead to overlapping job roles, which may lead to large-scale layoffs, which would negatively

impact employee morale.

The merger between British Airways and Iberia in 2011%*

, which led to the formation of
International Airlines Group (IAG), faced significant challenges due to cultural differences
between British and Spanish management styles. These differences slowed the integration
process, as both companies had distinct approaches to decision-making, operational efficiency,
and labour relations. One of the major points of contention was the disparity in salary structures
and labour rights, particularly within Iberia’s workforce. This resulted in multiple strikes by
Iberia’s pilots and crew, disrupting operations and highlighting the difficulties in aligning the

two airlines under a common corporate framework.

In contrast, the Delta—Northwest®*®® merger in 2008 is regarded as one of the most successful
integrations in the aviation industry. Despite initial tensions with unions, Delta executed a well-
structured integration plan that prioritized harmonizing employee benefits and fostering a
unified work culture. By addressing labour concerns early and ensuring a smooth transition for
employees, Delta minimized disruptions and effectively merged operations. This proactive
approach contributed to the seamless integration of the two airlines, setting a benchmark for

future mergers in the aviation sector. Especially in a country like India, retrenching employees,

83 S, Shree, Management of Cross-Cultural Integration Through Communication, 5 SAMVAD 79 (2012).

84 Elliott, L., British Airways and Iberia to Merge, [The Guardian] (29 November 2010), available at:
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Monograph Series in Social Science Research, Springer, Singapore, 203, 203-225 (2023).
Available at: https://doi-org.egateway.chennai.vit.ac.in/10.1007/978-981-19-7489-2 11
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post-merger can be a complex process, due to the need for complying with the required labor

laws and negotiation with the employee unions.
3. Regulatory and Compliance Challenges

Aviation mergers are highly scrutinized by regulatory authorities in order to ensure compliance
with various legal frameworks, such as, competition laws, consumer protection guidelines, and
other safety regulations. Thus, in India, the merger of airlines requires approvals from multiple
bodies, such as the Directorate General of Civil Aviation (DGCA), the Competition
Commission of India (CCI), and the Ministry of Civil Aviation®’. The CCI plays an important
role in evaluating airline mergers to prevent the formation of monopolies or anti-competitive
market structures. If the CCI is of the opinion that a particular merger could affect the
competition in the market, then it could impose conditions or might even reject such
transaction, thereby ensuring that the merger does not cause any adverse effect on competition.
Apart from the CCI’s approval, there are certain Foreign Direct Investment (FDI) Norms. If an
airline merger involves foreign stakeholders, additional FDI restrictions and approvals come
into play. Therefore, mergers involving international players require clearance from multiple
government agencies, which can cause delays in its execution. Currently, foreign airlines can

hold up to 49% equity in domestic carriers, in India.

A notable example with regards to Regulatory and Compliance Challenges in airline mergers

is the Jet Airways—Etihad Airways Deal®®

, in 2013. Prior to 2012, foreign airlines were not
allowed to invest in Indian carriers, however after 2012, the Indian Government relaxed this
restriction, which allowed foreign airlines to acquire up to 49% equity in domestic carriers.
Soon after, in April 2013, Etihad Airways announced its intent to acquire a 24% stake in Jet
Airways for $379 million®. The deal involved multi-layer approval process, such as from, the
Foreign Investment Promotion Board (FIPB), Competition Commission of India (CCI),
Directorate General of Civil Aviation (DGCA), and Securities and Exchange Board of India

(SEBI), due to which serious delays was caused and also raised uncertainty over the deal’s

finalization. The FIPB initially raised concerns that the agreement might give Etihad indirect

87 T. Agasti, Air Transport Deregulation in India: A Comparative and Critical Analysis with the US (McGill Univ.
2022).

88 Shalini Shivakumar, Evolution of Competition Commission of India in the Airline Sector: A Critical Study of
Jet and Etihad Airways Combination, Centre for Corporate Law and Governance (CCLG), available at:
[https://www.icle.in/resource/evolution-of-cci-in-the-airline-sector-a-critical-study-of-jet-and-etihad-airways-
combination/] (last visited Apr. 5, 2025).

89 R. Sethi, S. Dhir & D. Agarwal, Defining Control: A Study of the Jet-Etihad Case,27(2)Nat’l L. Sch. India
Rev. 185 (2015).
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control over Jet Airways, which would violate India’s FDI norms, and even the CCI examined
whether the said deal would cause or reduce competition in the Indian aviation sector. However,
even after overcoming regulatory challenges, Jet Airways ultimately collapsed in 2019 due to
financial distress. This proves that merely obtaining regulatory approvals alone do not ensure
long-term success in airline mergers. Finally, the Airline merger should also comply with
varying safety regulations and maintenance standards, and failure to comply with these safety

norms can lead to penalties or even the grounding of operations.

American Airlines — US Airways Merger (2013)%, faced opposition from the US Department
of Justice due to reduced competition. Regulatory approval was conditional on surrendering
slots at key airports. In contrast, the Qantas- Air New Zealand® proposed merger (2003) was
a failed merger, as New Zealand Commerce commission rejected the merger, citing a monopoly

risk in Australia — NZ markets.

4. Financial Constraints and Debt Liabilities

One of the major challenges associated with airline mergers is the significant financial burden,
particularly when one or both entities are already financially distressed. Pre-existing liabilities,
integration costs, and operational restructuring can place immense strain on the merged entity’s
balance sheet. In many cases, the merged airline inherits outstanding loans, pending lease
payments, and vendor dues, making financial recovery difficult. The Indian aviation sector has
witnessed several failed mergers that struggled to achieve the desired financial turnaround due

to these challenges.

A notable example is Kingfisher Airlines, which, despite forming various strategic alliances,
could not survive due to its unsustainable debt burden. Successful post-merger integration
requires substantial investment in fleet standardization, technology upgrades, branding, and
employee training. Additionally, a well-structured financial strategy is crucial, as the absence
of a sound financial plan can make it difficult for the merged airline to remain profitable. A
case in point is Etithad Airways’ investment in Alitalia in 2014, which ultimately resulted in

failed integration. Alitalia had been struggling with chronic financial losses, and despite

90 U.S. Government Accountability Office, Airline Mergers: Issues Raised by the Proposed Merger of American
Airlines and US Airways, GAO-13-403T (June 19, 2013), available at: [https://www.gao.gov/products/gao-13-
403t] (last visited Apr. 5, 2025).

91 Australian Competition and Consumer Commission, Qantas/Air New Zealand Alliance 'Not in Public Interest’,
Media Release (Sept. 9, 2003), available at: [https://www.accc.gov.au/media-release/qantasair-new-zealand-
alliance-not-in-public-interest] (last visited Apr. 5, 2025).
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Etihad’s restructuring plan, the merger faced strong resistance from unions and Italian
regulators. As a result, Alitalia collapsed in 2021, leading to the creation of ITA Airways.
Similarly, the Jet Airways—Etihad partnership in 2013 failed to prevent Jet Airways’ financial
collapse. Differences in financial priorities, coupled with regulatory challenges, hindered
efforts to restructure the airline effectively. In contrast, the United—Continental merger® in
2010 initially faced financial misalignment, which led to operational inefficiencies. However,
through strategic cost optimization and streamlined fleet operations, United Airlines eventually
overcame these challenges and successfully integrated the two carriers. This highlights the
importance of careful financial planning and operational restructuring to ensure the long-term

success of airline mergers.

The GoFirst®™ Merger could have a potential strategy to address its financial crisis, offering
financial stability, operational synergies, and market expansion opportunities. A merger with a
financially strong airline or investor could have infused fresh capital, alleviating GoFirst’s debt
burden and restoring financial stability. Additionally, operational synergies such as optimized
fleet management, enhanced route networks, and workforce integration could have improved
efficiency. By merging with a larger corporation, GoFirst could also have further fortified its
market competitiveness by accessing international routes and thus considerably improving its
bargaining power vis-a-vis aircraft lessors, creditors, and engine

suppliers, especially regarding disputes with Pratt & Whitney.

But even with these possible benefits, several challenges rendered a merger
an unrealistic option for GoFirst. The airline's huge liabilities, such as dues to
lessors, suppliers, and creditors, rendered it a less desirable takeover target.

Regulatory barriers, like approvals from the Competition Commission of India (CCI) and the
Directorate General of Civil Aviation (DGCA), might have

further slowed down any possible merger. Furthermore, operational integration was a huge
challenge, with fleet compatibility, corporate reorganization, and staff management being
among  them. The unpredictable nature of the  aviation sector, fuelled by fuel

price volatility and uncertainties surrounding post-pandemic recovery, further deterred would-

92 Wittman, M. D., & Swelbar, W. S., "Trends and Market Forces Shaping Small Community Air Service in the
United  States," 28(4) J. Air Transp. Manag. 27, 27-30 (2013). Awvailable at:
https://doi.org/10.1016/j jairtraman.2012.12.011.

9 Go First moves NCLT to initiate insolvency amid engine crisis, Business Standard (May 2023),
https://www.business-standard.com (last visited Apr. 11,2025).



https://www.business-standard.com/

Volume 3 | Issue 3 International Journal of Legal Affairs and Exploration
ISSN (0): 2584-2196

be investors from buying a financially struggling airline.

Even if a merger had been pursued, several post-merger challenges would have emerged:

1. Operational Integration Issues — Aligning operational processes, supply chains, and

logistics between merging entities is complex and time-consuming.

2. Financial Strain — Managing debt burden, ensuring cash flow stability, and

restructuring financial commitments post-merger remain significant hurdles.

3. Regulatory Compliance — Adhering to competition laws, aviation regulations, and

other legal requirements is a lengthy and intricate process.

4. Cultural and Workforce Integration — Merging companies often struggle with
differences in corporate culture, employee expectations, and HR policies, potentially

affecting workforce morale and efficiency.

5. Brand and Market Positioning — Ensuring brand continuity, maintaining customer
loyalty, and positioning the merged entity competitively in the market can be
challenging.

6. Legal and Contractual Obligations — Pre-existing contracts, obligations to creditors,

and potential litigation risks can complicate the post-merger landscape.

7. Operational Disruptions — Service disruptions, flight schedule inconsistencies, and

supply chain delays can impact customer satisfaction and operational efficiency.

Given these complexities, the initiation of the Corporate Insolvency Resolution Process
(CIRP)* under the Insolvency and Bankruptcy Code (IBC) emerged as the most viable option
for GoFirst. The CIRP provided a structured mechanism to resolve outstanding debts, safeguard
assets, and facilitate an orderly restructuring process. While an M&A deal could have offered
financial relief under more favorable conditions, GoFirst’s deep financial distress, unresolved
legal disputes, and regulatory challenges made it an unlikely solution, reinforcing the necessity

of insolvency proceedings.

94 Insolvency and Bankruptcy Code, 2016, § 7; NCLT Delhi Bench Order in GoFirst Airlines Ltd. CIRP (May
2023).
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LEGAL FRAMEWORK

The legal framework governing India’s airline industry is a comprehensive regulatory system
that ensures the safe, efficient, and competitive operation of civil aviation. The Aircraft Act,
1934%_and the Aircraft Rules, 1937%, form the foundation of this framework, empowering the
central government to regulate aircraft manufacturing, operations, safety protocols, and
licensing. The Directorate General of Civil Aviation (DGCA), under the Ministry of Civil
Aviation (MoCA), oversees compliance with these regulations, issuing licenses to pilots,
engineers, and air operators while enforcing airworthiness standards and aircraft registration
procedures. India’s aviation laws align with global standards set by the International Civil
Aviation Organization (ICAO), ensuring international compatibility. The Carriage by Air Act,
1972% incorporates India’s commitments under international conventions like the Warsaw
Convention®, the Hague Protocol, and the Montreal Convention®®, governing liability for
passenger, baggage, and cargo transportation. This Act provides legal clarity in cases of
accidents, damages, or delays, safeguarding passenger rights. The Civil Aviation Requirements
(CARs)™, issued by the DGCA, further strengthen the regulatory framework by detailing
operational guidelines, crew training, aircraft maintenance, and consumer protection measures,
including compensation for flight delays, cancellations, and denied boarding. The Consumer
Protection Act, 2019, complements these provisions by enabling passengers to seek remedies

for service deficiencies.

Competition in the airline sector is regulated by the Competition Act, 2002, enforced by
the Competition Commission of India (CCI), which prevents anti-competitive practices and

ensures fair market dynamics. Foreign investment is governed by India’s FDI Policy, allowing

9 Aircraft Act, 1934, § 5A, No. 22, Acts of Parliament, 1934 (India). [Ministry of Civil Awiation],
[https://www.civilaviation.gov.in/] [(last visited 3 April 2025)]

96 Aircraft Rules, 1937, Rule 134, No. G.S.R. 316, Acts of Parliament, 1937 (India). [Directorate General of Civil
Aviation (DGCA)], [https://dgca.gov.in/] [(last visited 3 April 2025)].

97 Carriage by Air Act, 1972, No. 69, Acts of Parliament, 1972 (India). [Indian Kanoon],
[https://indiankanoon.org/] [(last visited 3 April 2025)].

98 Warsaw Convention, 1929 & Hague Protocol, 1955, ICAO Doc. 9145 (1929/1955). [ICAO],
[https://www.icao.int/] [(last visited 3 April 2025)].

99 Montreal Convention, 1999, ICAO Doc. 9740 (1999). [ICAO], [https://www.icao.int/] [(last visited 3 April
2025)].

100 Civil Aviation Requirements (CARs), Directorate General of Civil Aviation (DGCA). [DGCA],
[https://dgca.gov.in/] [(last visited 3 April 2025)]

101 Competition Act, 2002, § 5, No. 12, Acts of Parliament, 2003 (India). [Competition Commission of India
(CCD), [https://www.cci.gov.in/] [(last visited 3 April 2025)]
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up to 100% FDI in airline operations but capping foreign airline ownership at 49% to maintain
domestic control. Aviation security is managed by the Bureau of Civil Aviation Security
(BCAS)!®? which enforces stringent measures for passenger screening, baggage inspection,
and counterterrorism, supported by the Anti-Hijacking Act, 2016'%, Environmental concerns
are addressed through the Environment Protection Act, 1986%, and participation in global

initiatives like CORSIA® to reduce carbon emissions.

India’s aviation sector is further bolstered by bilateral and multilateral air service agreements,
the Open Skies Policy, and initiatives like the National Civil Aviation Policy (NCAP), 20161%,
and the UDANY scheme, which aim to enhance infrastructure, regional connectivity, and
affordability. Despite challenges such as financial instability and high operational costs, the
sector continues to evolve, driven by regulatory reforms, technological advancements, and

adherence to international best practices, ensuring its long-term growth and stability.

In comparison to India, the European Union (EU) and the United States (US) have more mature
M&A frameworks. The EU’s Merger Regulation focuses on preventing anti-competitive
practices across member states, while the US employs the Hart-Scott-Rodino'® Act for pre-
merger notifications and antitrust reviews. Both jurisdictions emphasize transparency,
stakeholder protection, and competition, but the US framework is more decentralized, with
state-level regulations complementing federal laws. The EU, on the other hand, operates under
a centralized regulatory body, the European Commission, which oversees cross-border M&A
activities. India can draw lessons from these frameworks, particularly in streamlining

regulatory approvals and enhancing competition oversight.

102 Aviation Security Guidelines, Bureau of Civil Aviation Security (BCAS). [BCAS], [https://bcas.gov.in/] [(last
visited 3 April 2025)].

103 Anti-Hijacking Act, 2016, No. 30, Acts of Parliament, 2016 (India). [Ministry of Home Affairs],
[https://www.mha.gov.in/] [(last visited 3 April 2025)].

104 Environment Protection Act, 1986, No. 29, Acts of Parliament, 1986 (India). [Ministry of Environment, Forest
and Climate Change (MoEFCC)], [https://moef.gov.in/] [(last visited 3 April 2025)].

105 Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA), ICAO Doc. 10064 (2016).
[ICAO], [https://www.icao.int/] [(last visited 3 April 2025)].

106 National Civil Aviation Policy (NCAP), 2016, Ministry of Civil Aviation, Government of India (2016).
[Ministry of Civil Aviation], [https://www.civilaviation.gov.in/] [(last visited 3 April 2025)].

107 UDAN (Regional Connectivity Scheme) Guidelines, Airports Authority of India (2016). [AAI],
[https://www.aai.aero/] [(last visited 3 April 2025)].

18 US. Fed. Trade Comm’n, Hart-Scott-Rodino  Antitrust Improvements Act  (2023),
https://www.ftc.gov/enforcement/premerger-notification-program.
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Companies Act, 2013: Provisions for M&A in Aviation

Sections 230-2321% of the Act govern the scheme of arrangement, mandating approval from
the National Company Law Tribunal (NCLT), shareholders, and creditors before an M&A
transaction can be executed (Companies Act, 2013). In the aviation industry, such approvals
often involve complexities related to asset transfers, employee integration, and compliance
with aviation regulations. The Act also provides for fast-track mergers (Section 233), which
apply to small companies and wholly-owned subsidiaries, potentially benefiting regional

airlines and low-cost carriers (LCCs) seeking operational synergy.

The merger procedure also needs to be cleared by sectoral regulators like the Ministry of Civil
Aviation (MoCA) and the Directorate General of Civil Aviation (DGCA)
to confirm operational viability. Problems like slot allocation, fleet integration,
and restructuring of employees also make aviation mergers more challenging. An apt example
is the Air India-Indian  Airlines merger in 2007, which was marred by
serious integration problems, causing financial strain and employee unrest (Singh, 2010).
This underlines the importance of efficient procedural ~ mechanisms to ensure smoother

airline mergers.
Competition Act, 2002: Merger Control and Regulatory Approvals

The Competition Commission of India (CCI) plays a critical role in regulating airline mergers

510 of the Competition Act,

to prevent market dominance and monopolistic practices. Section
2002, establishes financial thresholds beyond which mergers require mandatory notification to
the CCI (Competition Act, 2002). In aviation M&As, the CCI considers factors such as route

overlaps, fleet size, market share, and pricing power to assess competitive risks.

One of the significant concerns in aviation M&As is the issue of slot allocation and market
concentration. For example, in the Jet Airways-Etihad deal, the reallocation of airport slots led

to regulatory scrutiny due to potential anti-competitive effects (CCIL, 2013). Similarly, in the

1

proposed Air India-Vistara merger''!, the CCI examined the impact of consolidation on

109 Companies Act, 2013, §§ 230-232, No. 18, Acts of Parliament, 2013 (India). [Ministry of Corporate Affairs
(MCA)], [https://www.mca.gov.in/] [(last visited 3 April 2025)]

110 Competition Act, 2002, No. 12, § 5 Acts of Parliament, 2003 (India).

11 Air India-Vistara Merger (Proposed, 2023), Business Standard (2023). [Business Standard],
[https://www.business-standard.com/] [(last visited 3 April 2025)].
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international routes to ensure fair competition (Business Standard, 2023). The challenge lies in
balancing financial stability and competition, as excessive consolidation may reduce consumer
choice and inflate airfare prices (Bhattacharya, 2022). Another issue is network effects and hub
concentration, where mergers result in market dominance at major airports, limiting

competition for new entrants.

In the US, regulators levied conditions on the American Airlines-US Airways merger (2013112
to prevent excessive concentration at major hubs like Dallas-Fort Worth and Chicago O’Hare
(DOJ, 2013). A similar approach in India could involve slot divestitures and route-sharing

agreements to ensure competition post-merger.
SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011

The SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011 play a crucial
role in governing public takeovers in the aviation sector. Under the mandatory open offer rule,
any entity acquiring 25% or more in a listed airline company must make an open offer to public
shareholders (SEBI, 2011). This ensures fair price discovery and prevents hostile takeovers.
While hostile takeovers are rare in the aviation sector due to government scrutiny and high
capital requirements, cases like Jet Airways’ stake dilution illustrate how financial distress can
lead to foreign investment complications. SEBI’s insider trading regulations also play a crucial
role in preventing stock price manipulation before merger announcements. The regulator must
ensure greater transparency and disclosure in aviation-related acquisitions to prevent

speculative trading.

The Aircraft Act, 1934 and Aircraft Rules, 1937: Regulatory Convergence in Airline
Mergers

The Aircraft Act, of 1934 and the Aircraft Rules, 1937 form the backbone of civil aviation
regulation in India. These laws are instrumental in overseeing mergers and acquisitions (M&A)
in the aviation sector, ensuring compliance with licensing, ownership, operational safety, and
international agreements. The convergence of airlines during a merger is a complex process
that requires seamless integration across regulatory, financial, infrastructural, and operational

domains. This integration must align with both national and international aviation laws to

112 United States v. US Airways Group, Inc. (DOJ Case No. 1:13-¢v-01236), Department of Justice (2013).[DOJ],
[https://www.justice.goV/] [(last visited 3 April 2025)].
113 SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011, Reg. 3, No. SEBI/LAD-
NRO/GN/2011-12/03, Acts of Parliament, 2011 (India). [Securities and Exchange Board of India (SEBI)],
[https://www.sebi.gov.in/] [(last visited 3 April 2025)].
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ensure the merged entity operates efficiently and complies with all legal and safety standards.
This paper delves into how the Aircraft Act and Aircraft Rules regulate airline mergers,
focusing on key areas such as licensing, ownership, competition law, infrastructure, and

international compliance.
a) Licensing and Regulatory Approvals

One of the primary challenges in airline mergers is ensuring compliance with licensing and

)14 under Section

regulatory requirements. The Directorate General of Civil Aviation (DGCA
5A of the Aircraft Act, 1934% is the primary regulatory body responsible for overseeing air
transport services in India. In the context of a merger, DGCA approval is mandatory to ensure
that the newly formed entity meets safety, operational efficiency, and licensing standards.
The Aircraft Rules, 1937 (Rule 134)® mandate that an airline cannot operate without an Air
Operator Certificate (AOC) issued by the DGCA. In an M&A scenario, the involved airlines
may have separate AOCs, necessitating the consolidation of these certificates into a single AOC
for the merged entity. The DGCA evaluates the merged airline’s financial stability, operational
capability, and safety standards before granting AOC revalidation. This process ensures that
the merged entity is capable of maintaining the highest levels of safety and operational
efficiency. Ownership and aircraft registration are also critical aspects of regulatory
convergence. Section 811 of the Aircraft Act, 1934 mandates government approval for the
import and ownership of aircraft. In an airline merger, this provision requires the re-registration
of aircraft under the merged entity, as stipulated in Rule 508 of the Aircraft Rules, 1937.
Additionally, the merged airline must ensure compliance with safety and airworthiness
standards under Sections 4A and 5'° of the Aircraft Act, 1934. The transfer of aircraft
ownership also requires approval from the Ministry of Civil Aviation (MoCA)'? and the
DGCA. These regulatory steps ensure that the merged entity adheres to all legal and safety

requirements, thereby maintaining the integrity of India’s aviation sector.

b) Ownership and Control Regulations

114 DGCA India, Civil Aviation Requirements (CAR), Series ‘A’ Part I — Issue IX: Guidelines on Aircraft
Acquisition, Transfer & Registration (latestamendment 2023), https://dgca.gov.in (last visited Apr. 11, 2025).
115 Aircraft Act, 1934, § SA (DGCA oversight), No. 22, Acts of Parliament, 1934 (India).

116 Ajrcraft Rules, 1937, 1. 134 (Air Operator Certificate), Acts of Parliament, 1937 (India).

117 Aircraft Act, 1934, § 8 (aircraft ownership & import), No. 22, Acts of Parliament, 1934 (India).

118 Ajrcraft Rules, R. 50, Gazette of India, Ministry of Civil Aviation (India), 1937.

119 Aircraft Act, §§ 4A, 5, No. 22, Acts of Parliament, 1934 (India).

120 Ministry of Civil Aviation, Guidelines for Mergers and Amalgamations of Scheduled Airlines , Government of
India (2020), https://www.civilaviation.gov.in (last visited Apr. 11,2025).
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Ownership and control regulations play a crucial role in airline mergers, particularly when
foreign stakeholders are involved. India’s Foreign Direct Investment (FDI) policy caps foreign
ownership in scheduled airlines at 49%, except Non-Resident Indians (NRIs), who are
permitted to own up to 100% of an airline. Any merger involving foreign entities must comply
with DGCA regulations on effective control of Indian airlines. This ensures that the majority
ownership and control of the airline remain in Indian hands, aligning with the country’s
aviation policies. Additionally, mergers involving foreign stakeholders are subject to scrutiny
by the Competition Commission of India (CCI), which evaluates the potential impact on
market competition and consumer interests. The Civil Aviation Requirements (CAR) issued by
the DGCA further reinforce ownership and control regulations. These requirements ensure that
the ownership structure of the merged entity aligns with India’s aviation policies, particularly
in terms of domestic ownership and control. By adhering to these regulations, the merged
airline can operate within the legal framework while maintaining its competitive edge in the

market.

The case of Etihad’s investment in Jet Airways'? highlights the complexities in structuring
foreign airline stakes in Indian carriers. Regulatory concerns included ownership control,
voting rights, and financial obligations, leading to legal disputes and operational uncertainties
(DPIT, 2019). Clearer guidelines on foreign airline participation in Indian aviation M&As

could enhance investor confidence while safeguarding national security interests.
¢). Airworthiness and Safety Compliance

Airworthiness and safety compliance are paramount in airline mergers. Section 5 of the Aircraft
Act, 1934 mandates that all aircraft meet stringent airworthiness and maintenance standards.
Post-merger, the integrated airline must align its Maintenance, Repair, and Overhaul
(MRO) operations to ensure that fleet-wide maintenance schedules are harmonized, aircraft
models are standardized, and safety protocols are uniformly applied. The merged entity must
also ensure that its MRO facilities meet the DGCA’s safety and regulatory standards, thereby

maintaining the highest levels of operational safety.

Pilot and crew licensing harmonization is another critical aspect of safety compliance. Rule

39A%2 of the Aircraft Rules, 1937 requires pilots and crew members to hold valid licenses

121 Jet Airways-Etihad Deal (CCI Order No. 02/2014), Competition Commission of India (2013). [CCT],
[https://www.cci.gov.in/] [(last visited 3 April 2025)].
122 Ajrcraft Rules, 1937, 1. 39A (pilot & crew licensing), Acts of Parliament, 1937 (India).
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issued by the DGCA. In a merger, the integrated airline must consolidate pilot training and
certification programs to ensure that all crew members are qualified to operate the combined
fleet. This may involve cross-training pilots to operate different aircraft models and
standardizing simulator programs to ensure uniformity in training. By aligning these aspects,
the merged airline can maintain operational safety and efficiency while complying with

regulatory requirements.
d). Operational Integration: Fleet, Routes, and Employee Rights

Operational integration is a critical component of airline mergers, encompassing fleet
consolidation, route rationalization, and employee rights. Rule 30'2 of the Aircraft Rules,
1937 mandates that each aircraft be registered under a specific airline. In a merger, the involved
airlines must re-register their aircraftunder the new entity, ensuring compliance with ownership
and safety regulations. Additionally, leasing agreements may need to be renegotiated to reflect

the new ownership structure.

Route and slot rationalization are also essential for operational efficiency. Rules 140 and 141
of the Aircraft Rules!?*, 1937 govern the allocation of air traffic rights, including flight slots at
airports. The merged airline must obtain approval from the Airports Authority of India
(AAI)'® and the DGCA to merge flight networks, reallocate flight slots, and optimize airport
infrastructure usage. This ensures that the merged entity operates efficiently while complying

with regulatory requirements.

Employee integration is another critical aspect of operational convergence. Pilots and crew
members must hold valid licenses issued by the DGCA, as stipulated in Rule 39A'% of the
Aircraft Rules, 1937. In a merger, the integrated airline must standardize pay structures,
employment terms, and training programs to ensure uniformity across the workforce. Cross-
training pilots to operate different aircraft models and aligning ground staff and operational

teams are essential steps in achieving seamless operational integration.
e). Infrastructure and Technology Convergence

Infrastructure and technology convergence are vital for the successful integration of airlines

post-merger. The merged entity must rationalize the use of airport infrastructure, including

123 Ajrcraft Rules, 1937, 1. 30 (aircraft registration), Acts of Parliament, 1937 (India).

124 Aircraft Rules, 1937, rr. 140 & 141 (air traffic rights & slot allocation), Acts of Parliament, 1937 (India).
125 Airports Authority of India (AAI) (India)

126 Ajrcraft Rules, 1937, 1. 39A (pilot & crew licensing), Acts of Parliament, 1937 (India).
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terminal gates, ground handling services, and security clearances. This ensures that the airline
operates efficiently while complying with AAI and DGCA regulations. Additionally, cargo
handling operations must be streamlined to optimize resource utilization and reduce operational

costs.

Technology integration is equally important. The merged airline must unify its Passenger
Service Systems (PSS), synchronize baggage handling systems, and integrate frequent flyer
programs. This ensures a seamless experience for passengers while maintaining operational
efficiency. By aligning IT systems and customer service platforms, the merged entity can

enhance its operational capabilities and maintain a competitive edge in the market.
f). International Compliance: Bilateral Agreements and Global Aviation Standards

International ~airline mergers must comply with Bilateral Air Service Agreements
(ASAs)'?" and global aviation standards. Section 5A of the Aircraft Act, 1934 empowers the
government to regulate air transport in alignment with international aviation laws. The merged
entity must ensure compliance with International Civil Aviation Organization
(ICAO) standards'®, International Air Transport Association (IATA) guidelines, and the Cape
Town Convention obligations for aircraft financing and leasing. This ensures that the merged
airline operates within the framework of international aviation laws while maintaining its

competitive position in the global market.
International take on the Merger control

In the United States, the Department of Justice (DOJ) and Federal Trade Commission (FTC)
evaluate airline mergers primarily on consumer welfare and pricing impact. The American
Airlines-US Airways merger (2013) was approved after imposing slot divestiture conditions to
maintain competition (DOJ, 2013). The European Union (EU) Merger Regulation follows a
stricter approach, emphasizing slot allocation and hub control. The Lufthansa-Swiss Air!®
acquisition was approved only after Lufthansa agreed to relinquish certain slots at key

European airports (EC, 2005).

127 Bilateral Air Service Agreements (ASAs), various (India).

128 Aircraft Act, 1934, § 5A (DGCA oversight), No. 22, Acts of Parliament, 1934 (India).

129 Convention on International Civil Aviation (Chicago Convention), Dec. 7, 1944, 15 UN.T.S. 295 (ICAO
Standards).

130 Lufthansa/Swiss International Air Lines (Case No. COMP/M.3770), European Commission (2005). [EC],
[https://ec.europa.euw/] [(last visited 3 April 2025)].
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India’s CCI follows a hybrid model, incorporating both US consumer-centric and EU structural
approaches, though with shorter review timelines. Adopting sector-specific guidelines for

aviation M&As could improve regulatory efficiency and predictability.

The US model focuses on regionalconnectivity requirements so that the mergers of airlines do
not decrease services to smaller cities. India's

UDAN scheme may incorporate the same provisions to make the air

connectivity inclusive (MoCA, 2020). The EU slot allocation regulations can also be a model
for open slot bidding in India. Further regulatory monitoring after the merger, as isthe
practicein the US and EU, can ensure the vigilance of anti-competitive conduct and

pricing strategies.

The Cape Town Convention (CTC)*, which was adopted in

2001, strengthens creditor protection inaircraft finance by simplifying repossession

and reducing financing risk, particularly in the event of insolvency. It creates a global interest
in aircraft, an international registry, and remedies for creditors, ensuring low-costaviation
operations. India signed the CTC in 2018 but has not fully implemented it so

far, which restricts creditor protection and increases financing expenses. Harmonizing the
CTC with India's Insolvency and Bankruptcy Code (IBC) would increase asset

recovery, encourage foreign investment,

and minimize legal ambiguity. Suggested reforms are a fast-track repossession mechanism,
ADR for the resolution of disputes, sectoral insolvency schemes, and clear regulatory
guidelines on leasing agreements. Enhancing international cooperation through
bilateral agreements and harmonizing IBC procedures with the CTC's IDERA mechanism
would enable effective cross-border asset recovery'®. Its complete implementation in India
would increase legal certainty, safeguard lessors' rights, and foster development in

the air industry.

131 UNIDROIT. (2001). Cape Town Convention on International Interests in Mobile Equipment and Protocol on
Matters Specific to Aircraft Equipment. https://www.unidroit.org/instruments/security-interests/cape-town-
convention

132 CAPA India. (2021). India’s Aircrafi Leasing Ecosystem: Challenges and Policy Imperatives.
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RECOMMENDATIONS

1. Prioritize Institutional Learning and Investment in Integration'*®

Indian aviation stakeholders, especially private carriers and regulatory bodies, must invest in

building institutional experience in M&A execution. This can be achieved through:

» Utilizing M&A playbooks and post-merger reviews to gather institutional knowledge.

» Hire experienced integration advisors and legal experts to minimize the steep learning
curve.

» Allocating sufficient capital expenditure (preferably 6% or more of deal value) for

integration activities, particularly in large or transformational mergers.

2. Design Operating Models Early and Rigorously**

Merging an Indian airline cannot be just an afterthought. An Indian airline merger should:

* Come up with the operating model plan when evaluating a deal that has a clearly defined
business structure after the merger.

» Align regulatory, financial, and operational approaches to speed up execution when
approvals are received.

» Establish a cross-functional integration workstream (technology, HR, finance, legal, etc.)

to agree with timelines and achieve goals.
3. Develop a Comprehensive Value Creation Plan'®®
Successful airline M&As must focus on both cost and revenue synergies:

J Create detailed value creation roadmaps, including synergy targets, ownership
assignments, and tracking mechanisms.
. Prioritize go-to-market strategies that improve route rationalization, brand strength, and

customer loyalty.

133 Kumar, B.R., Mergers and Acquisitions in the Airline Industry, Ch. 11 in Mega Mergers and Acquisitions
(Palgrave Macmillan, London), 113 Palgrave Macmillan215,215-232 (2012).

134 Sen, R., Air India Merger: A Tale of Messed Up Industrial Relations, 48 Indian J. Indus. Relat. 187, 187-201
(2012).

135 Huang, C.C., Hsu, C.C. & Collar, E., An Evaluation of the Operational Performance and Profitability of the
U.S. Airlines, 16 J. Glob. Bus. Compet. 73,73-85(2021).
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o Leverage CRM systems and analytics to deepen customer engagement and explore

cross-selling and loyalty integration.
4. Institutionalize Change Management and Talent Retention
People-related challenges are at the heart of many failed integrations.

e Initiate change management programming from the very beginning, including internal
communication, onboarding, building culture, and leadership alignment.

e Protect key talent by establishing focused retention incentives, clarifying leadership roles,
and ensuring clear communication about leadership.

e Engage unions and employee groups early, given India's rigid labor frameworks.
5. Accelerate Digital Integration and Build Technology Synergies

The integration of digital infrastructure is essential to unlock long-term transformation:

e Use digital accelerators, such as data migration tools and cloud-based platforms, to integrate
systems faster.

e Prioritize Business Process and Systems Integration (BPSI), especially in customer-facing
and operational functions like flight scheduling, ticketing, loyalty programs, and MRO
systems.

e Invest in enterprise architecture alignment that supports scalable operations and regulatory

compliance.

6. Rationalize Regulatory Coordination and Institutional Support

Considering the sector's regulatory complexity, the government should
Given the sector’s regulatory complexity, the government should:

e Set up speedier regulatory clearance mechanisms for mergers involving
financially troubled airlines.

e Encourage inter-agency collaboration between DGCA, MoCA, SEBI, and the Competition
Commission to eliminate duplication.

e Formulate sectoral IBC frameworks for aviation insolvencies, including international

treaties such as the Cape Town Convention.

7. Foster Industry-Wide Best Practices and Knowledge Sharing
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. Set up an Aviation M&A Council with representation from airlines, regulators, and

financial institutions to track learnings and publish industry benchmarks.

. Conduct regular scenario-planning exercises simulating post-merger crises (operational,

legal, financial) to improve preparedness.

. Encourage cross-sector learning, especially from global airlines that have successfully

navigated convergence, such as Air France-KLM or Delta- Northwest.
6.2 FINDINGS

This study has produced several distinctive conclusionsthat both corroborate and contradict k
nown scholarship and business insights relating to mergers and acquisitions

(M&A) within the airline industry.

The findings add fresh insight into the challenge of convergence and
legal restructure dynamics of the Indian case:

. M&A in Aviation Is Not Inherently Transformative Without Structured Convergence
Mechanisms

Whereas most authors like Hitt, Harrison, and

Ireland highlight synergistic benefits of mergers where there is the alignment of cultures and
integration  is done well, this dissertation discoversthat in India's aviation industry,
such benefits are theoretical without strong planning
for convergence. Examples such as Kingfisher—Air Deccan and Jet—Air
Sahara reveal that lack of operational and cultural integration models results in synergy

failure, opposite to the models in conventional literature that are based on optimism.

. Regulatory Silos in India Are a Main Obstacle to Effective M&A

This conclusion serves Douglas Vick's contention that convergence is typically "sectoral and
uneven." Overlapping authorities (MoCA, DGCA, SEBI, CCI) ofthe Indian regulatory
landscape are

missing a simplified system to secure approvals ontime and harmonious supervision. Fragme
ntation actually stunts convergence post-M&A,

a dimension poorly covered in available literature, emphasizing competition issues more than

procedural issues.

. Cultural Integration Is a Central, Frequently Undervalued, Factor in Merger Outcomes

Closely following McKinsey's stress on cultural convergence, this
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study identifies employee assimilation, organizational identity, and HR compatibility as the
most crucial, yet under-emphasized, elements of airline M&As in India. The cases of Air
India—Indian Airlines and Kingfisher—
Deccan strengthen that culture clashes heighten operating disruptions—

an understanding that is supported by Bainbridge & Lopez's warning against paying too little

heed to internal checks and organizational actions after a merger.

. Legal Frameworks Are Not Yet Adequately Aviation-Specific

While the Insolvency and Bankruptcy Code (IBC) has transformed corporate resolution in
India, it does not take into consideration aviation-specific complexities such as leased aircraft,
Cape Town Convention requirements, or flight continuity incase of insolvency.
This study thus departs from the more universal restructuring
frameworks presumed in international M&A literature and emphasizes the requirement for
sector-specific IBC provisions, building ideas from Jacoby's governance convergence

analysis.

. Post-Merger Success Cannot Be Gauged from Financial Numbers Alone

The study by Mahesh & Prasad of post-merger financial

performance implies making marginal margins of improvement in

profitability ratios. This observation is validated and elaborated upon in this research,

which illustrates how, in the absence ofregulatory clarity, cultural assimilation, and
strategic convergence, even a logical merger on paper can lead to languishing or
deteriorating financial performance.

6. Comparative Analysis across Nations Identifies Gaps in the Indian Situation
Though such global mergers as Air France—KLM and Delta—Northwest realized operational
integration and network synergy, these were rooted in centralized policy structures and cross-
border labor harmonization—both lacking in India. The Jet—
Etihad failure, despite regulatory approval, highlights this divergence, affirming Fullerton &
Alvarez's observations on the lack of legal harmonization between jurisdictions.
7. GoFirst and Such Instances Point Out the Limitations of M&A in Profound Distress
Where McKinsey and other authors indicate that M&A can resuscitate ailing companies,
this research indicates that past a point of financial distress, M&A is no longer feasible—
as evidenced by the Go Firstexample. In these circumstances, CIRP under IBC is
more plausible than attempts ata merger, a finding that modifies the hypothesis

and indicates realistic constraints to M&A as a restructuring mechanism.
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CONCLUSION

The Indian aviation industry, while marked by significant growth and strategic ambition,
continues to grapple with chronic vulnerabilities ranging from volatile market dynamics and
capital-intensive operations to regulatory complexity and inadequate financial resilience. As
demonstrated throughout this dissertation, Mergers and Acquisitions (M&A) emerge not
merely as financial transactions but as strategic imperatives in a sector where survival often
hinges on rapid adaptation and restructuring. Through a critical examination of India’s legal
and regulatory frameworks—particularly the Insolvency and Bankruptcy Code (IBC), the
Competition Act, the Companies Act, and sector-specific regulations—this research has
illuminated the role of M&A in addressing financial distress and fostering long-term
sustainability in the aviation sector. However, this role is far from frictionless. The process of
convergence, i.e., the integration of operational, cultural, legal, and financial dimensions post-
transaction, is fraught with challenges that frequently determine the success or failure of the
M&A endeavour.

The case studies analyzed, including Jet Airways—Air Sahara, Kingfisher—Air Deccan, and Air
India—Vistara, underscore the dual-edged nature of M&A in Indian aviation. While they reveal
the potential for strategic consolidation and market stabilization, they also demonstrate the
pitfalls of inadequate planning, poor cultural integration, and insufficient alignment with legal
and regulatory norms. Similarly, successful global mergers like Air France—KLM offer
comparative insights into how operational synergies and centralized strategic planning can be
harmonized despite institutional diversity. Furthermore, this study emphasizes the urgent need
to harmonize international instruments like the Cape Town Convention (CTC) with domestic
legislation such as the IBC. As India continues to attract foreign investment in aviation,
ensuring enforceability of lessors' rights and aircraft repossessionmechanisms through IDERA
and fast-track dispute resolution becomes essential to fostering investor confidence and

reducing transaction risk.

A key takeaway is that M&A in aviation cannot be treated as a monolithic solution. Instead, it
must be approached through a sector-specific lens, recognizing the intricate interplay between
regulatory approvals, infrastructure readiness, workforce dynamics, and international
obligations. The regulatory silos in which stakeholders operate must be bridged through an

integrative legal framework that encourages cooperation between the DGCA, CCI, MoCA,
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SEBI, and financial institutions. Lastly, while M&A holds transformative potential for
restructuring and reviving India’s airline industry, its success is contingent on comprehensive
legal reforms, strategic foresight, and the adoption of convergence frameworks tailored to the
operational realities of aviation. India’s evolving aviation narrative must now focus not just on
growth but on resilient, harmonized, and legally sound transformation—a goal towards which
this dissertation hopes to contribute meaningfully.

In addition, the study highlights that M&A cannot be a one-size-fits-all approach.
The industry requires a tailored legal and operational blueprint backed by inter-
agency coordination among DGCA, MoCA, SEBI, CCI, and NCLT. Policy clarity, streamlined
approvals, and institutional  capacity-building among  industry participants and

regulators are essential to creating successful restructuring efforts.

Finally, the hypothesis posed at the outset of this study is largely affirmed: M&A serves as a
viable strategy to mitigate financial distress in India’s aviation sector, provided the inherent
challenges—Ilegal, cultural, operational, and regulatory—are proactively addressed. For this to
be realized, India must prioritize convergence-centric reforms, promote regulatory integration,
and invest in strategic planning frameworks that ensure sustainable restructuring. As India
positions itself as a global aviation hub, the sector’s resilience will depend not just on growth
and investment but on the legal soundness and strategic depth of its M&A framework. This
dissertation contributes to that discourse by offering a legal-structural pathway for

transformation and sustainability in aviation through mergers and acquisitions.




