
 



 
  



In Dire Straits… 

 

Saumya Talwar, the newly joined HR Head of Fly Buddh, put down her coffee cup and began to 

ponder. She had just met up with Mr. Manpreet Mann, MD, Fly Buddh. The discussion was very 

serious in nature and she understood that the challenges she faced bore significant consequences 

on the future of the airline.  

Fly India merged with Buddh Air in the year 2009. Through this merger, Fly India aimed to 

provide a boost to its declining market share and limited geographical reach. Fly India was a full 

service airline and it wanted to add a low cost airline to its kitty. There was an air of great 

enthusiasm on the successful merger with Buddh Air. The merger was expected to create 

significant positive synergies, but almost 20 months down the line, things seemed to have taken a 

turn for the worse.  

The merger remained only on paper. A lot still remained to be done.  

The Merger  

Fly India merged with Buddh Air in January 2009. The merger provided an opportunity to Fly 

India to boost its market share and geographical reach, both in the domestic and international 

sector. The merged airline (now Fly Buddh) is eligible to fly international routes as Buddh Air 

completed five years of operations in December 2008. Fly Buddh will fly its inaugural 

international flight, Fly Buddh flight 31, between Mumbai and New York (JFK) on February 2
nd

, 

2009. This will be followed by non-stop services to San Francisco by July 2009.  

With the entry of low-cost airlines in the airline industry, the industry was fast losing its pricing 

power. An obvious benefit from the merger will accrue to the entire aviation industry. It will not 

only help Fly India & Buddh Air stem their losses but also improve the fortunes of other players.  

The merger is also likely to lead to optimization of manpower and aircrafts as well as a cut in 

maintenance, fuel and insurance costs.  

Fly India paid a whooping sum of Rs. 900 Cr to acquire a 51% stake in Buddh Air. This 

increased their market share to 25% from 18%. The swap ratio for the merger deal was fixed at 

6:3. After the announcement of merger, the shares of Buddh Air fell more than 5% due to the 

uncertainty of whether the merger will prove profitable for the shareholders. 

INDUSTRY OVERVIEW 

India has one of the fastest growing aviation markets in the world. After the liberalization of the 

Indian aviation sector, the industry witnessed a transformation with the entry of privately owned 

full service airlines as well as low cost carriers. As of May 2009, private carriers accounted for 

around 75% share of the domestic aviation market. The sector has also seen a significant increase 



in number of domestic air travel passengers. Some of the factors that have resulted in higher 

demand for air transport in India include the growing middle class and its purchasing power, low 

airfares offered by low cost carriers, the growth of the tourism industry in India, increasing 

outbound travel from India, and the overall economic growth of India.  

In addition to these factors, the emphasis on modernization of non-metro airports, fleet 

expansion by airlines, service expansion by state owned carriers, development of the 

maintenance, repair and overhaul (MRO) industry in India, opening up of new international 

routes by the Indian government, establishment of new airports and renovation and restructuring 

of the existing airports have added to the growth of the industry 

Unfortunately, most major airline operators in India such as Air India, Indian Airlines, Jet 

Airways and Kingfisher Airlines have reported large losses since 2006, due to high aviation 

turbine fuel (ATF) prices, rising labor costs and shortage of skilled labor, rapid fleet expansion, 

and intense price competition. The problem was also compounded by new players entering the 

industry even before the existing players could stabilize their operations. As a result of the 

already weak domestic scenario, the airlines suffered even further when the recession, which 

exacerbated all these factors, hit.  Things have been worst for all the airlines ever since.  Suffice 

to say, though that the Indian aviation industry has been more resilient than its global 

counterparts. 

 

COMPANY OVERVIEW 

Fly India 

Fly India was founded in the year 2005 and it commenced operations on 31
st
 May 2006 with a 

fleet of six new Airbus A320-200s, operating a flight from Mumbai to Bangalore.  It operates 

more than 400 flights to almost 80 destinations with regional and long haul services with 

employee strength of 5450 (612 pilots). It is India’s only five-star airline. In May 2008, it carried 

more than a million passengers, giving it the highest market share among all airlines in India.  

The Vision of Fly India is: 

Our priority is to satisfy every customer, every time, through outstanding, personalized service! 

We are dedicated to the customer experience and are constantly evaluating how we can improve 

this experience 

Manpreet Mann, MD, Fly India says, “We are committed first and foremost to customer 

experience.” 

 

 



Buddh Air 

Buddh Air is a low-cost Indian airline based in Mumbai, Maharashtra. It operates flights in 18 

cities with 131 daily flights. The airline was founded in February 2003 and it commenced 

operations on 11
th

 December 2003. It has established as one of the leading Indian airlines using a 

model of low cost operations and attracting customers with unbelievably low fares.  It started 

operations with a fleet of 8 new Boeing 737-800s and the rest on a dry lease. As of 2009, it had 

employee strength of 3300 (312 pilots).  

The Vision of Buddh Air is: 

“Our vision is to expand our locations both domestic and overseas by being the largest and most 

profitable airline company to achieve both short and long-haul carriers efficiently and with low 

cost. Also to be an airline carrier that has the most productive workforce to guarantee the best 

flight possible for each and every passenger.” 

INTEGRATION ISSUES 

High cost of fuel is leading to an increasing number of mergers in the airline industry. Issues like 

infrastructure constraints, increased competition and wage inflation left the low-cost carrier-

Buddh Air with no alternative, but to merge with Fly India. The merger was done with 

geographical inclusivity. The infrastructure constraints in different cities mean having different 

aircrafts that are long-haul and short-haul aircrafts for different geographies, which goes against 

the very fundamentals of the LCC (low cost carrier) business model. So, geographical inclusivity 

also meant increasing complexities by way of inventory management, logistics and maintenance. 

Fly Buddh had against all odds placed an order for 25 aircrafts to serve its new routes which 

were supposed to improve the image of the airline. However, in the process, they had to take a 

debt of around 15000 crore, for which the company pays around 2 crore as interest daily.  

Post merger, the scale of operations increased, which required proper scheduling of both flights 

and manpower. Conflicting policies and processes led to dissatisfaction among employees, 

which translated into poor performance. Frequent delay and cancellation of flights became a 

norm for Fly Buddh. The number of customer complaints rose significantly. The company 

recently was given a show cause notice by the Aviation Minister to justify the cancellation of 32 

flights on a single day. This is hampering company’s image significantly. There was an urgent 

need to address the issues. 

 

 

 

 



Sources of conflict: 

Culture Clash 

While Fly India had a culture and mind-set of a premium service provider, Buddh Air had a 

culture of a no-frills airline. The two brands have been catering to two different segments of 

customers. Also, while Fly India strived to achieve customer satisfaction, Buddh Air focused on 

reducing its cost. This was a strong reason for potential cognitive dissonance among employees. 

There was a need to bring together the employees of both the airlines and establish ties of unity 

and a sense of belonging to the same organization – Fly Buddh.  

Says Anil Pal, a Senior Pilot Buddh Air (Now Fly Buddh), “ We thought the merger would 

definitely yield positive results for both the employees as well as the management. But 

considering how the things are now, many of us are considering looking for opportunities 

elsewhere. I no more feel part of the organization and I’m not sure to which airline I belong to 

now! Half the people I see at work are strangers now. There used to be a time when I was 

looking forward to coming work even after a one day leave.” 

Manpower Planning 

As per the industry standards, the employee/aircraft ratio is around 150. But the merged entity 

has the ratio at around 250. These excess employees are not just overheads but also difficult to 

manage. Recently airline industry witnessed numerous strikes and union related issues when the 

companies were trying to restructure their organization. Also moving pilots and ground staff 

from one airline to another has become a huge operational issue. Pilots and engineers get licenses 

for specific aircrafts and cannot jump to a different aircraft without specific and extensive 

training which again means huge investments. 

 Pilots of Buddh Air had before the merger gone on a weeklong strike when management 

decided to lay off certain pilots in order to reduce their labor cost. This led to a huge furor in the 

airline industry. Increasing customer dissatisfaction due to high fares, mass cancellation of 

flights on major routes, low quality service made the matter worst. The strike saw a lot of 

political intervention. A local party observed a bandh and made sure that the management took 

the employees back. As if all this was not enough, pilots and ground staff of all major airlines 

came together to form a union- Airline Employee Guild. The sole purpose of this union is to 

protect the rights of its employees.  

Needless to say, another attempt to restructure without the buy in from employees will land Fly 

Buddh in soup. 

 

 



Compensation 

After 20 months of the merger, the pay structure of the employees and seniority levels are not yet 

integrated. Fly India followed a pay policy for pilots based on number of hours they fly. The 

salary structure has a basic salary and an additional flying allowance which ranges from Rs 600 

to Rs 1,300 per flying hour, depending on the pilot’s seniority.  On the other hand Buddh Air 

followed a fixed wage structure for their employees. That means pilots from Fly India had a 

scope of earning more and were more competitive and performance oriented as compared to 

Buddh Air pilots. The issue is to bring parity in the pay scales for employees of both the 

companies without going for any drastic wage cuts and or significantly increase their wage bills. 

Amresh Singh, a pilot from Buddh Air says, “The pay structure we have is more secured. I am 

sure of taking home a decent pay every month.  I rather earn a penny less than make my family 

suffer for reasons beyond my control”. 

Performance Management System 

Performance management system was a complete chaos with Buddh Air before the merger. The 

ratings to the employees were given once a year by the managers and team leads. In contrast, Fly 

India had a rigid process for performance management. The employees were rated based on on-

time flights, reduction in customer complaints, reduction in cancellations and a good rating from 

customer. The report card of the performance was created after every flight. The ground staff of 

Buddh Air who had established a good rapport with the team leads and was used to the once-a-

year appraisal process, felt insecure about the new PMS. Using the rigid system of Fly India 

would mean that some of the employees of Buddh Air would be rated low and this would lead to 

low morale and feeling of being inferior among them.  

Training and Development 

Training of ground staff and other employees was bare minimum in both the airlines. Cabin crew 

was expected to exercise judgment when unforeseen situations arose. This thumb rule worked 

with the small scale of operations. The merged entity had difficulty in handling such unforeseen 

situations without training their employees adequately. The training team had formulated the 

following goals of training programs: 

1. To build interpersonal skills and communication skills 

2. To build intellectual skills 

3. To project the company’s image in a professional manner 

4. To provide service and product knowledge 

5. To build a sense of belongingness among the employees 



But, the issue was the implementation of the training programs. Due to ongoing issues and 

conflicts among the employees of the two companies, there is a huge resistance from employees 

in taking the training programs. 

 Also because of the huge mismatch in the skill sets of employees of two companies, the training 

programs were supposed to be customized for each set of employees. Training need 

identification, training design and evaluation etc called for an effective training department 

which also meant huge investments and hell lot of time. 

Organization Structure 

The merged entity was also facing structural risks due to mismatched organizational structures. 

This led to inadequate realization of the synergy that was aspired by Fly India. The intended 

merged structure wished to retain the key employees and separate themselves from the redundant 

ones without affecting the labour relations and morale of existing employees. A unique 

organization structure was required in order to make the process of workforce planning quicker 

and easier. It was also required to create a cultural cohesion. Drastic change in the organization 

structure can result in the loss of a key cultural driving force for individuals in the organization 

who are crucial to the work of the new organization. Past 6 months have witnessed attrition of 

some key employees from both the companies. When confronted, the reasons given were myriad. 

Adhoc policies, lack of role clarity, lack of individuality, zero security etc were some major 

reasons.  

Piyush Shah- Sr. Manager, Buddh Air said, “Post merger, I was made to report to a person 3 

years junior to me. So what if he is a VP by designation. I am more qualified than he is. I am 

done with this job”. 

With so many issues lying on the plate, Saumya Talwar had no clue where to start from. With the 

current business, operational and HR scenario at the company, suggest the steps Saumya needs to 

take to make this integration process successful.  

  



Exhibits: 

Organization Structure: Buddh Air 

 

Organization structure – Fly India 

 

  



 

Projected domestic traffic up to 2016-2017 

 

Year Domestic 

Passengers (in 

lakhs) 

Increase International 

passengers (in 

lakhs) 

Increase 

2001-2002 190.6 8.5% 149.90 6.0% 

2002-2003 206.80  158.59  

2003-2004 224.38  168.42  

2004-2005 243.45  178.53  

2005-2006 250.50 7% 188.35 5.5% 

2006-2007 278.73  198.71  

2007-2008 298.24  209.64  

2008-2009 319.2  221.64  

2009-2010 341.46  233.33  

2010-2011 365.36  246.16  

2011-2012 390.93  259.70  

2012-2013 414.39 6% 272.43 4.9% 

2013-2014 439.25  285.78  

2014-2015 465.61  299.78  

2015-2016 493.54  314.47  

2016-2017 523.16  329.88  

     

 

 


