End of Good Times?” by S L Rao


Kingfisher Airlines, when it started, offered a service that was unmatched by any airline in India and perhaps in the world. The Economy seats were comfortable, with enough legroom, passengers remained glued to their seats watching their programmes on their personal television screens, the newspapers and magazines were numerous, the food was very good and the hostesses were invariably young, and very courteous. The Business Class was something else, with extremely spacious seats, fabulous food, and a hostess even offering to clean your spectacles for you. The ground handling was good-priority baggage got priority and personal porters awaited you at the kerb and when you stepped out of the plane to carry heavy in flight bags. The planes were new and everything worked. The schedules had been carefully worked out so that there was a good choice of timings to suit every need. No other airline cam close to matching Kingfisher.  Not surprisingly, the airline has lost money from its outset, and has debts ranging (on whose number you quote) from Rs 7500 to Rs 10000 crores. Passengers have noticed a steady deterioration in the last year. Staff turnover was high as salaries got delayed, porter service declined, the choice of magazines on board diminished, the food became pedestrian, in flight entertainment and even reading lights did not work. Now the seating is being re-configured and comfort and legroom will be not unlike that in other airlines who never pampered their customers. Airline passengers will now only experience Shashi Tharur’s “cattle class”, passengers pakced to the maximum. Everyone who knows him tells me that he works as much as 18 hours a day, is good to his employees,  fully focused on his business, not a mere party animal, neither drinks to excess nor takes drugs. He adopted the strategy when he started the airline of building synergy between his brands (Kingfisher is UB’s best selling beer). Like Richard Branson he also made himself the brand for his businesses and added flamboyance to his public persona.

His range of interests is as wide as his range of businesses which he has expanded sine he succeded his father. Their market value, even after recent decline, is over Rs 20000 crores. His father left him a highly diversified business, a strategy in keeping with the license raj when expansion in any business was capped. It included pharmaceuticals, agrochemicals, paints, petrochemicals and plastics, electro-mechanical batteries, food products and carbonated beverages, a fast-food pizza chain and several medium and small scale industrial units. Mallya learnt management by working in European companies. His return more or less coincided with Rajiv Gandhi’s economic liberalization. That heady sense of freedom in Indian businessmen became euphoric with the de-licensing of 1991. Mallya restructured the UB Group, retaining areas of core competence. It remains vastly diversified, the key operating businesses being--Kingfisher, UB Holdings, United Breweries (UBL), United Spirits (USL), Mangalore Chemicals and Fertilizers (MCFL), and UB Engineering (UBEL).

As he learnt his business he made many mistakes, entering and exiting many other companies-Best & Crompton, Hindustan Polymers, etc. He also runs newspapers (Asian Age, Cine Blitz), for some time a TV company, football teams, the “Royal Challengers” IPL cricket team, a car racing team (Force India), and a calendar named Kingfisher featuring the best models.

 He has many other interests-car racing, horse racing and flying. He lavishly indulged these passions. He also funded a political party, became a Rajya Sabha MP, and developed excellent contacts with a range of politicians to promote his business interests. It has paid off. No political party for instance has criticized the Kingfisher financial debacle. 

 But he was not satisfied with his private planes. He wanted his own airline. The investment in Kingfisher does not appear to have had solid financial workings behind it, nor realistic projections of costs and revenues for what he wanted to offer. He had built good teams of managers for his businesses but apparently not for his airline. He is said to micro manage Kingfisher Airlines. He bought Air Deccan, a very unprofitable airline that damaged the industry by cutting fares below costs. Deccan burdened Kingfisher with more debt and operating costs. ..

   The Indian airline industry-airports, airlines, terminals, safety, all aspects-has for over fifty years been owned and controlled by government. Aviation fuel is largely imported and is subject to varying ad-valorem taxes by central and state governments, so that the tax element rises as the costs rise. Airports are inefficient. There are not enough air traffic controllers. Turnaround times at airports are higher than in many other countries. Any airline was compelled to fly a proportion of uneconomic routes as well. Leasing or borrowing to acquire planes meant further cash outflows. Fluctuating Rupee values and interest rates created uncertainties in costs. An airline looking to cut costs has little scope for economies except on food to passengers, in-flight entertainment, newspapers and magazines, ground handling, and other such small costs. There are 17 defunct airlines since 1991. Mallya with time constraints by his wide range of interests, entered this airline graveyard with a high cost model and without good operational management. He failed.   (866)
