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ABSTRACT: Our research paper try to throw lights on some major reasons which were somehow
responsible for the current crisis going inside the kingfisher Airlines which can be realized by the press
statement from KFA, on 12 March 2012, highlights the challenges:
“The flight loads have reduced because of our limited distribution ability caused by IATA
suspension. We are therefore combining some of our flights. Also, some of the flights are being
cancelled as a result of employee agitation on account of delayed salaries. This situation has arisen
as a consequence of our bank accounts having been frozen by the tax authorities. We are making all
possible efforts to remedy this temporary situation.”

RESEARCH OBJECTIVE:
The key objective of this research study is to investigate the reasons behind the failure of the Kingfisher
airline in the year 2012.
To investigate the government policies and the various steps taken to fix the current crisis.
To investigate the reasons due to which the whole Aviation Industry is suffering from higher operating
losses.
What went so terribly wrong with Kingfisher when rival Jet Airways has comparatively much higher
debt?

INTRODUCTION:
Global aviation industry is passing through challenging times due to unprecedented fuel price hike during
the last 4 years, turbulent financial markets and economic recession. Vijay Malaya’s dream bird,
Kingfisher Airlines - popularly known as The King of Good Times - is witnessing its worst phase.
Indian domestic aviation is suffering from a serious market failure, caused by misguided government
policy and ministers need to step in quickly to fix it. In India, most of the upcoming airlines added a large
number of aircraft since 2006 and deployed them mostly on metro sectors resulting into suicidal price
war among all the airlines. Every airline in India is currently suffering from operating losses.

RESEARCH METHODOLOGY:
The data for the current study are collected from secondary sources such as annual reports, news papers
(Economic Times, Business Standards, TOI, etc), and Aviation industry analysis report. In analyzing
various parameters, last one year data is collected. The study has been confined to study only the various
reasons behind the failure of Kingfisher airlines.
FINDINGS:


While doing the research, we find that there are four main reasons why Indian Aviation Industry
is in so much pain, which can be reviewed as given below:



Kingfisher’s net worth has been completely eroded, while its auditors had raised several questions
about its accounting practices in its annual report.



Kingfisher Airlines Ltd’s loan funds stand at Rs7, 543 crore (debt-to-equity ratio of about 3.2) &
that of Jet Airways (India) Ltd’s is Rs14, 123 crore (debt-to-equity about 4.2).



Spice jet Ltd, on the other hand, has lowest debt at Rs712 crore (debt-to-equity about 0.7).



Kingfisher’s fixed assets stand at Rs2, 286 crore, but it has a negative net working capital
(excluding cash and bank balance) of Rs1, 970 crore. Jet Airways has a much stronger asset base
with the value of its fixed assets at Rs14,417 crore; its negative net working capital (excluding
cash and bank balances) is relatively much lower at Rs560 crore. Spice Jet has a total fixed asset
base of Rs1, 115 crore.



Kingfisher could not deliver on profitability even last year when the going was considered to be
good. According to analysts, the sector experienced its best returns in the quarter ended
December 2010. Even during such times, Kingfisher’s net loss for fiscal 2011 stood at Rs1, 027
crore. That’s when Jet had managed a net profit of Rs9.69 crore—on a stand-alone basis—and
Spice Jet posted a net profit of Rs101 crore. Spice Jet’s net profitability, of course, was also
supported by relatively lower interest expenses.



Kingfisher Airlines share price: Sep-2010 to Sep-2011



For the September quarter, Kingfisher’s operating losses are higher than the other two, with Jet’s
operating loss being far lower. Kingfisher’s fuel and interest expense (Kingfisher’s debt is also
probably costlier than that of Jet Airways) as a percentage of revenue is higher than that of Jet.



A higher interest cost, coupled with higher operating losses, has led to pressure on Kingfisher’s
ability to service its interest and debt obligations. Further, Kingfisher’s current liabilities have
increased by 23% in September from March (an indication that it may be



Stretching payments to suppliers). Naturally, Kingfisher seems to be the worst affected of all the
three.



Revenue growth for Kingfisher domestically was very weak, falling 3% to Rs. 1,184 Crore from
Rs. 1,227 Crore




International Revenue growth was even worse, falling 9% to Rs. 363 Crore from Rs. 398 Crore
Passengers carried fell 15% to 2.63 million; antithetical to general market trends.



Domestic Passenger Yield fell 3% to Rs. 3,804 despite capacity discipline.



International Passenger Yield rose 5% to Rs. 10, 864.



EBTIDAR Profit (which measures operating results before taxes, interest, depreciation , loan
amortization, and rents) of Rs. 125 Crore (Rs. 284 Crore in Q3 10-11), EBITDAR profit of Rs.
161 Crore on Domestic (Profit of Rs. 225 Crore in Q3 10-11), and EBITDAR loss of Rs. 36
Crore on International (Rs. 59 Crore profit in Q3 10-11)



Kingfisher deferred almost 213.4 Crores worth of losses into future taxes under “Deferred Tax
Asset”



There was a onetime special item of almost Rs. 79.25 crore that contributed to the loss.

All the full-service boys messed up their mergers. Coincidentally, all three – Jet, Kingfisher and Air India –
went in for acquisitions and mergers in 2007-08. While Jet bought Sahara, Kingfisher bought Air Deccan and
Air India merged with Indian Airlines. The traditional logic of mergers is cost savings and synergy, where
two and two equals five. The management ignored the warning signs of stormy weather and failed to navigate
the company into safety.

CONCLUSION:
Running an airline in India is a mugs’ game. Once defined as the simple business of “getting bums on seats” –
more “bums” means better bottom line – the way the Indian industry is being run, one wonders if the “bums”
are paying enough for the seats they sit on. Almost paradoxically despite their continual shrinkage in the
domestic market, Kingfisher has continued to post solid, if unspectacular operating figures in the domestic
market. Kingfisher plans to increase revenues through more efficient operations, while simultaneously
controlling costs by shedding some realty assets (including its Mumbai corporate office), entering sale and
leasebacks for some Airbus aircraft, and switching some high-cost rupee loans into low-cost foreign currency
loans. There has also been speculation the carrier will permanently reduce its fleet of 66 aircraft (the same
level as Jun-2010) to 35 aircraft. Kingfisher Airlines is also working “aggressively” with a consortium of
banks, which hold a 23% stake in the company, to further reduce interest costs and raise working capital.
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