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The airlines industry, globally is characterised by high fixed costs (includes aircraft ownership cost, employee
cost, airport and navigation charges, aircraft maintenance and part of the fuel expenses), with around 50-55% of

Click to see full report the total operating costs of low-cost carriers (LCCs) being fixed in nature.

Despite elevated fuel expenses, Indian LCCs such as IndiGo have maintained higher operating profit margins
(OPM) than the LCCs in Europe and North America over the last two years. This has particularly been supported
by lower employee costs and airport and navigation charges.

Indian airlines face higher fuel costs than European and North American airlines due to high taxation (0-29% for
Indian airlines vis-a-vis less than 2.5% for European and North American airlines) on aviation turbine fuel (ATF),
limited fuel price hedging, shorter average flight stage lengths, and the impact of depreciation of the Indian
Rupee against the USD.

Despite elevated fuel expenses, Indian
LCCs such as IndiGo have maintained
higher OPM as compared to the LCCs
in Europe and North America over the
last two years. This has been

However, employee costs (as % of revenues) for Indian LCCs are lower than those in North America and Europe.
Labour unions in North America and Europe have a greater influence on wage negotiations, which leads to
higher employee compensation. Additionally, global carriers typically face higher expenses related to pension

supported by lower employee costs,
PP y pioy ’ contributions, social charges and medical insurance, as compared to their Indian counterparts.

and airport and navigation charges.
The airport and navigation charges as a percentage of revenues are comparable for Indian and North American

LCCs and tend to be around 7-9%. In contrast, European LCCs typically now bear much higher airport-related
costs as they operate through a mix of secondary and high-cost primary airports.

Indian LCC — Indigo — operates one of the largest aircraft fleet among global LCCs, surpassing most international
peers in fleet capacity, except for giants like Southwest Airlines and Ryanair. With a substantial pending aircraft
order, IndiGo is transitioning from a capacity-constrained structure to a high-growth phase, aiming to match the
scale of leading global LCCs over the next decade.

Note: Indian LCCs comprise Interglobe Aviation Limited and SpiceJet Limited; North American LCCs comprise Southwest Airlines, Spirit Airlines and Sun Country Airlines; European LCCs comprise
Ryanair, easylet, Wizz Air and Norwegian Air Shuttle L . . .
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Sanket Kulkarni Head Business Development — Corporate Sector — West sanket.kulkarni@icraindia.com 022-6169 3365
Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860

©@ O © © 0



mailto:shivakumar@icraindia.com
mailto:sai.krishna1@icraindia.com
mailto:rohitg@icraindia.com
mailto:vivek.bhalla@icraindia.com
mailto:shivam.bhatia@icraindia.com
mailto:sanket.kulkarni@icraindia.com
mailto:communications@icraindia.com

Years of

Unwavering
| Credibility

ICRA

© Copyright, 2026 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.
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