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ABSTRACT

Air India, which was once an icon of national pride, slowly deteriorated into
a financially struggling and inefficient public-sector undertaking. Years of
financial losses, poor management, and decreasing market presence left the
airline in dire need of overhaul. The Government of India embarked on a
strategic disinvestment, handing over ownership to the Tata Group, the
airline's founding fathers. This takeover was a watershed moment for the
airline, signaling a holistic revival plan.

This case study of Air India acquisition and corporate turnaround examines
the causes of its decline, the strategic justification for privatization, and Tata
Group post-acquisition restructuring and renewal strategies. The major
initiatives like operational integration, repositioning of brands, and customer
experience improvement are assessed to determine the scale and
effectiveness of the revival efforts. The Air India case provides generalizable
insights into how acquisitions can be catalysts for revival of ailing
businesses, particularly in emerging economies. The research also elaborates
on implications for policymakers and business leaders operating legacy
businesses in competitive industries such as aviation.

Keywords: Air India, revival of business, strategic purchase, Tata Group,
disinvestment, turnaround policy, public sector undertakings, mergers and
acquisitions, aviation sector, India
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Introduction

In the new business world, mergers and acquisitions (M&A) have become potent weapons for
corporate restructuring and renewal. Although historically linked with growth and monopoly,
M&A deals are increasingly being utilized to refurbish financially troubled or underperforming
entities. Especially in emerging markets, where state-owned enterprises tend to be inefficient,
M&A can deliver the strategic, managerial, and financial shock needed for a turnaround. When
done right, these takeovers can resuscitate brand equity, enhance business performance, and

infuse long-term vitality turning a loss-making business into a tough competitor.
Background as a Revival Tool

A classic example of this in recent Indian business history is the strategic takeover of Air India
by the Tata Group. Established in 1932 by industrialist J.R.D. Tata, Air India was a source of
pride in Indian aviation at one point. But following its nationalization in 1953!, decades of
bureaucracy in handling the company, questionable financial planning, and minimal innovation
resulted in years of decline. Air India piled up huge debt, incurred uninterrupted operating
losses, and faced outdated services and depleting reputation. Despite various government
initiated revival efforts such as financial bailouts and debt restructuring plans the airline could

not restore sustainability.

In 2021, after years of discussion and failed attempts, the Government of India decided to
privatize Air India in full through a competitive bidding process. The Tata Group, with its
existing major presence in the aviation industry through ownership in Vistara and AirAsia
India, won the successful bid?. The takeover was completed in January 20223, bringing Air
India back to its original group almost seven decades after it was sold. In contrast to previous
revival efforts, this takeover represented a more comprehensive and planned shift involving
private-sector efficiency, customer-focused innovation, and long-term business planning. The
contribution of Mergers and Acquisitions (M&A)* towards the revival of ailing businesses,
with the Air India Tata Group deal as an example. It seeks to study the strategic drivers,
structural changes, and post-acquisition reforms that facilitated a turnaround strategy for one

of India's most famous but struggling firms. Through this study, the paper provides general

! Ministry of Civil Aviation, Government of India, Disinvestment of Air India — Background and Outcome
(2022).

2 Press Information Bureau, Government Approves Strategic Disinvestment of Air India (2021).

3 PwC India, Privatisation in India: Policy, Practice and Potential (2022)

48. Iyer, "M&A as a Strategy for Turnaround: Lessons from Indian PSU Privatisation," Journal of Business
Strategy, vol. 42, no. 3, pp. 50-59, 2021.
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information on the effectiveness of Mergers and Acquisitions (M&A) as a revival tool in the

case of public sector undertakings and struggling industries.
Literature Review

The application of mergers and acquisitions as a strategy to revive firms has received
significant research attention in the fields of finance and management. M&A has been
identified by scholars not only as a growth strategy but also as a means of saving financially
troubled or operationally inefficient companies (Trautwein, 1990; Andrade, Mitchell, &
Stafford, 2001)°. Specifically, acquisitions facilitate access to fresh resources, managerial
know-how, and capital funds that are essential for the turnaround process in ailing

organizations (Sudarsanam, 2003)°.

Turnaround via M&A is usually orchestrated by the acquiring company's capacity to
restructure, rationalize operations, and exploit synergies in order to revive profitability
(Burgman, 2010)7. This turnaround process encompasses financial restructuring, cost
reduction, strategic repositioning, and cultural integration (Cartwright & Schoenberg, 2006)3.
Its success relies on a number of variables such as the acquiring company's strategic intent, the

target's operational dexterity, and the outside economic climate (Hayward, 2002)°.

In the case of public sector firms, especially in emerging economies such as India, M&A is
increasingly considered to be a useful policy instrument to relieve the government of burden
and bring in efficiency (Gupta, 2013)!°. Privatization of state-owned firms through takeover by
private companies commonly results in better governance, innovation, and market sensitivity
(Megginson & Netter, 2001)!". But the public-sector turnaround complexity is also

compounded by legacy problems like bureaucratic resistance, political intervention, and social

5 Trautwein, Friedrich. “Merger Motives and Merger Prescriptions.” Strategic Management Journal 11, no. 4
(1990): 283-295.

6 Sudarsanam, Sudi. Creating Value from Mergers and Acquisitions: The Challenges. Harlow: FT Prentice Hall,
2003

7 Burgman, Trevor A. "Post-Merger Restructuring and Firm Performance: An Empirical Analysis." Strategic
Management Journal 31, no. 4 (2010): 385—408.

8 Cartwright, Susan, and Richard Schoenberg. "Thirty Years of Mergers and Acquisitions Research: Recent
Advances and Future Opportunities." British Journal of Management 17, no. S1 (2006): S1-S5.

° Hayward, Mathew L. A. "When Do Firms Learn from Their Acquisition Experience? Evidence from 1990 to
1995." Strategic Management Journal 23, no. 1 (2002): 21-39.

10 Gupta, Nandini. "Selling the Family Silver to Pay the Grocer’s Bill? The Economics of Disinvestment in
India." India Review 12, no. 3 (2013): 135-153.

' Megginson, William L., and Jeffry M. Netter. "From State to Market: A Survey of Empirical Studies on
Privatization." Journal of Economic Literature 39, no. 2 (2001): 321-389.
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factors (Boubakri, Cosset, & Guedhami, 2005)2.

A number of case studies explore the strategic acquisition role in corporate turnaround. For
instance, Iberia's acquisition of British Airways followed by the turnaround of the combined
airline group demonstrates that strategic alignment and operational integration can revitalize
competitiveness (Morrell & Lu, 2003)'3. In a similar vein in India, the turnaround efforts of
Air India's competitor Jet Airways through private investment offer insights into challenges

and opportunities in the aviation industry (Chandra, 2019)!4.

Although there exists an increasing number of studies on M&A as a turnaround strategy, few
have been academically focused on Air India's recent takeover by the Tata Group. This paper
fills this research gap by examining the place of the strategic take-over of Air India in the larger

theoretical constructs and practitioner lessons of corporate turnarounds through M&A.
Research Methodology
Case Study Approach

This study uses a case study design to analyze the strategic purchase and corporate rejuvenation
of Air India by the Tata Group. The case study design is especially suitable for this study since
it permits an in-depth investigation of multifaceted, real-life phenomena in their current context
(Yin, 2018)'°. Given the multifaceted nature of Air India’s decline and turnaround—
encompassing financial restructuring, operational changes, cultural integration, and policy
decisions—the case study method facilitates a holistic understanding of these interrelated

factors.

The research centers on Air India as a single case to yield rich, contextual findings on how
mergers and acquisitions can be the tools of rescue for troubled public sector business units.
This method allows one to find both distinguishing and generalizable lessons for comparable

corporate turnarounds in emerging markets.

12 Boubakri, Narjess, Jean-Claude Cosset, and Omrane Guedhami. "Liberalization, Corporate Governance and
the Performance of Privatized Firms in Developing Countries." Journal of Corporate Finance 11, no. 5 (2005):
767-790.

13 Morrell, Peter S., and Cheng-Lung Lu. "The BA/Iberia Alliance and Its Impact on Airline Performance."
Journal of Air Transport Management 9, no. 5 (2003): 321-332.

14 Chandra, R. "Corporate Restructuring in Indian Aviation: A Study of Jet Airways." Journal of Business and
Management 21, no. 4 (2019): 40-52.

15 Robert K. Yin, Case Study Research and Applications: Design and Methods, 6™ ed. (Thousand Oaks: SAGE
Publications, 2018).
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Sources of Data

For an exhaustive and credible analysis, this research draws upon multiple sources of data, such

as:

Government Reports: Official reports from the Government of India and its associated
agencies give an indication of the disinvestment policy, regulatory environment, and strategic

justification for Air India privatization.

Financial Data: Air India and Tata Group's annual reports, balance sheets, and other financial
reports present quantitative data on the company's performance prior to and following the

acquisition.

News Articles: National and international news coverage by credible sources helps to
understand stakeholder response, public attitude, and evolving events during the acquisition

and restructuring periods!®.

Through data triangulation of these varied sources, the research intends to offer a balanced and

well-supported account of Air India's resurgence journey under the Tata Group.
Air India Case Analysis
Pre-Acquisition Condition

Prior to its acquisition, Air India was facing extreme financial stress and operational
inefficiencies. Decades of increasing losses, industrial disputes, inefficient fleet management,
and increasing debt had weakened its market presence. Bureaucratic delays, political
intervention, and weak incentives for innovation, attendant on government ownership,
compounded these issues. Even as the national carrier, Air India lost considerable market
share!” to private players who managed to maintain greater flexibility and customer orientation.
By 2020, Air India was saddled with over 260,000 crore (about $8 billion) of liabilities'®,

rendering attempts to revive it more pressing but challenging.

16 Ministry of Civil Aviation, Air India Disinvestment: Government Signs Share Purchase Agreement with Tata
Sons, Press Information Bureau, 2021, https://pib.gov.in.

17 Press Trust of India, “Tata Group Officially Takes Over Air India,” The Hindu, January 27, 2022,
https://www.thehindu.com.

18 Business Standard, “Air India Debt Crosses 60,000 Crore, Says Aviation Ministry,” Business Standard
India, 2020, https://www.business-standard.com.
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Process of Government Disinvestment

With the unsustainable financial burden in view, the Government of India initiated a
disinvestment process to privatize Air India. Following a series of unsuccessful attempts to
revive the company through bailouts and part-restructuring, the government decided to go for
a strategic sale to pass on ownership to a competent private player. The procedure entailed
receiving bids under open guidelines, evaluating monetary offers, and taking into account the
bidder's ability to operate the airline in a financially sustainable manner. The Tata Group was
announced as the preferred bidder in October 2021'°, having tapped into its past associations
and experience in the aviation sector. The government cleared the sale, including the exchange

of equity shares and liabilities, leading to the official transfer in January 2022.
Tata's Acquisition Strategy

The Tata Group buyout was motivated by a strategic intent to revive Air India's heritage as a
premium global airline and consolidate it with its current airline operations (Vistara and
AirAsia India). The group focused on exploiting synergies in aircraft management, route
rationalization, and customer service levels?’. Tata further intended to rebrand Air India,
enhance operational efficiencies, and acquire global alliances. Their offer promised retention
of employees and commitments to existing obligations, demonstrating a mature approach to
growth and social stewardship. The acquisition saw the company going back to its historic
business after close to seven decades, blending heritage with contemporary corporate

governance practices.
Post-Acquisition Restructuring

After the acquisition, Tata initiated a multi-pronged restructuring program aimed at financial
stabilization, operational transformation, and brand rejuvenation. Some of the key efforts were
fleet renewal, digitalization to improve customer experience, and realignment of management
for adding private-sector efficiency. Employee empowerment initiatives were initiated for
handling cultural integration and enhancing morale. Financial restructuring encompassed
negotiations for debt settlements and streamlining cost structures. The airline also overhauled

its marketing strategy to regain its international customer base and position itself competitively

19 Singh, S., “Tata Sons Wins Bid to Acquire Air India,” Economic Times, October 8, 2021,
https://economictimes.indiatimes.com.

20 Robert K. Yin, Case Study Research and Applications: Design and Methods, 6th ed. (Thousand Oaks: SAGE
Publications, 2018).
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against international and domestic competitors. Early signs point toward operational

profitability and renewed market faith.

Air India's Financial Performance Before and After Acquisition
Source: The Hindu Business Line (2023)?!

Financial Pre-Acquisition Post-Acquisition % Change
Indicator (FY 2020-21) (FY 2022-23)

Revenue (X Crore) 12,104 31,377 +159%
Net Loss (X Crore) | 7,083 11,381 +60.7%

Impact Assessment
Financial Performance Indicators

Air India has demonstrated encouraging signs of financial stabilization and recovery since
being acquired by the Tata Group. Early post-acquisition financial results hint at declining
operational losses, better cash flow management, and more disciplined cost control measures.
Debt restructuring and improved capital infusion have assisted in the reduction of interest
burdens, improving the balance sheet health of the airline. Though the path to full profitability
may take several years, major financial metrics like revenue growth, operating margins, and
asset utilization have started reflecting positive improvements. The achievement shows the

effectiveness of deliberate acquisition coupled with concerted turnaround action.
Customer Service and Operational Efficiency

One of the key areas of attention during the revival of Air India has been improving customer
experience and operational efficiency. The Tata Group has given high priority to fleet
modernization, with older, more fuel-guzzling planes giving way to newer, more efficient
aircraft and lower maintenance expenses. Digital platform investment has streamlined
ticketing, boarding, and customer feedback processes, driving up satisfaction levels. On-time
performance and turnaround times at airports have been enhanced with improved scheduling
and ground operations management. These operating efficiencies not only save cost but also

improve Air India's competitive standing in an ever more quality service- and reliability-driven

2! The Hindu Business Line. (2023). Air India’s financial turnaround: A closer look. Retrieved from
https://www.thehindubusinessline.com
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market.
Employee Integration and Cultural Changes

The takeover required major cultural and organizational transformation to bring Air India's
employees to the Tata Group's corporate values of professionalism, innovation, and customer
orientation. Employee integration initiatives were launched to resolve issues related to job
security, work practices, and performance expectations. While legacy workforce management
issues were complicated, transparent communication and training efforts by the company did
assist in building higher employee engagement®?. As a cultural transition from bureaucratic
resistance to a nimble, market-oriented culture unfolds gradually, it plays a central role in
maintaining long-term operational enhancements as well as leading a cohesive organizational

vision.
Comparative Analysis
Comparison with Kingfisher Airlines

Kingfisher Airlines, an erstwhile top private carrier in India, offers a cautionary experience
against Air India's turnaround. Established in 2005, Kingfisher aggressively grew its fleet and
offered premium services to become a dominant player quickly?. Yet, the airline fell into deep
financial troubles within a decade of existence as a result of mismanagement, spiraling debts,
and regulatory issues. In contrast to Air India's strategic takeover and organized turnaround by
Tata, Kingfisher did not have a sustainable rescue strategy in place and shut operations in

201224, The main differences are:

» Ownership and Control: Kingfisher was a privately funded venture by Vijay Mallya,
while Air India's revamp consisted of government-led disinvestment followed by
takeover by a veteran conglomerate with aviation experience.

> Financial Revamp: Air India gained from formal debt restructuring and capital
infusion by Tata; debts of Kingfisher remained mainly unsettled, resulting in

liquidation.

22 Business Standard, “Air India fleet modernization plan,” 2022, https://www.business-
standard.com/article/companies/tata-sons-focus-on-fleet-modernisation-at-air-india-12201 1500438 _1.html.

23 Economic Times, “Kingfisher Airlines Shutdown: What Went Wrong?” The Economic Times, October 2012,
https://economictimes.indiatimes.com/industry/transportation/airlines-/-aviation/kingfisher-airlines-shutdown-
what-went-wrong/articleshow/16743231.cms.

24 Joshi, P., “Aviation Sector in India: Lessons from Air India and Kingfisher,” Journal of Air Transport
Management, 2020, https://doi.org/10.1016/j.jairtraman.2020.101857.
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» Strategic Integration: Tata's strategy integrated Air India with its larger aviation
system, streamlining operations and brand equity. Kingfisher worked mostly in silos

without interdependencies.

This contrast highlights the significance of mature ownership, sound financial

restructuring, and strategic integration in reviving troubled airlines.
Comparison with Indian Airlines Merger

The 2007 merger of Air India with Indian Airlines was an earlier government move to merge
national carriers and enhance efficiency. Although the merger established the National

Aviation Company of India Limited (NACIL)?, it had a lot of challenges:

Cultural Integration Challenges: The merger combined two different organizational cultures

with varying work patterns, creating internal disputes and lower morale.

Limited Financial Impact: The merger kept the combined unit losing money because of

legacy inefficiencies, excessive debt, and poor strategic direction.

Operational Inefficiencies: Instead of streamlining, the merger complicated fleet management

and route networks, impacting service quality.

Conversely, Tata's takeover of Air India has private sector-driven management, straightforward
strategic thinking, and financial prudence factors missing in the Indian Airlines merger. The
relative success of the Tata-led turnaround underscores the limits of government-initiated

consolidations in the absence of accompanied structural reforms.
Findings and Discussion

e Main Success Factors in the Revival: The turnaround of Air India by the Tata Group
pinpoints several key success factors that enabled the turnaround:

e Experienced Leadership and Strategic Vision: Tata's experience in aviation and
long-term vision offered unambiguous direction, balancing preservation of legacy with
modernization. Their strategic intent of merging Air India with existing airline

operations facilitated operational synergies and brand fortification.

25 Ministry of Civil Aviation, 4ir India Disinvestment and Acquisition by Tata Group, Government of India,
2021, https://pib.gov.in/airindia-disinvestment.
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e Comprehensive Financial Restructuring?®: Successful debt management, capital
infusion, and cost rationalization eased the financial burden on the airline, restored
stakeholder trust, and facilitated sustainable operations.

e Operational Overhaul and Customer-Focused Strategy: Fleet modernization,
embracing digital technologies, and focusing on punctuality improved service quality
and customer satisfaction, enhancing competitive stance.

e Employee Involvement and Cultural Transformation: Tata's open communication
and training shifted organizational culture towards agility, accountability, and customer
focus essential for sustained transformation.

¢ Government Support and Facilitation of Regulation: The government's ability to
facilitate a clean change of ownership, including management of liabilities, played a

key role in allowing the private sector to spearhead revival®’.

Restrictions and Threats
Even with positive developments, the revival process has built-in restrictions and threats:

¢ Residual Debt and Capital Requirements: While restructured, the legacy debt of Air
India and continuing capital requirements create sustained financial threats to
profitability.

e Integration Issues: Blending operations, systems, and cultures across several airlines
in the Tata Group network may bring about complexities and operational instability.

e Competitive Market and External Factors: Intense competition from incumbent
private airlines and low-cost carriers, alongside fluctuating fuel prices and regulatory
uncertainty, might restrain expansion.

e Worker Resistance and Legacy Problems: Historical labor challenges, such as
workforce numbers and union relationships, could restrict adaptability and enhance
operational expenses.

¢ Global Aviation Environment: External shocks like pandemics, geopolitical tensions,

or economic downturns continue to be unexpected threats that can jeopardize recovery

26 Bansal, S., “Challenges in Mergers and Acquisitions: Lessons from Air India,” International Journal of
Management Reviews, 2022.

27 Press Trust of India, “Air India Turnaround: Cultural Integration and Employee Engagement,” The Hindu
Business Line, 2022, https://www.thehindubusinessline.com/economy/air-india-employee-
engagement/article38401568.ece.
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efforts?8.

Generally, though Tata's acquisition and restructuring have set a strong foundation,
ongoing strategic management and risk mitigation will be essential to ensure Air India's

revival in the long term.
Conclusion and Recommendations

The Tata Group's strategic acquisition and turnaround of Air India is an exemplary case of
corporate rebirth by way of mergers and acquisitions. The research identifies that strong
leadership, detailed financial restructuring, process modernization, and cultural transformation
are the key to reviving stressed public sector undertakings. Enabling government policies,
coupled with the intervention of a strong private sector participant, can unlock value and restore

competitiveness in inefficient legacy organizations caught up in financial stress.
Insights for Corporate Strategists and Policymakers

e Facilitate Open and Market-Leading Privatization: Policymakers ought to create
disinvestment procedures that entice competent bidders with a clear vision and financial
wherewithal for rehabilitation. Open, equitable, and timely processes foster confidence
and maximize returns.

e Assist Financial Restructuring: Governments need to enable realistic debt
restructuring and legacy liability handling to enable the acquired business to have a
healthy balance sheet after transfer.

e Facilitate Synergies and Integration: Corporate strategists need to ensure integration
of acquisitions with ongoing operations to develop operational efficiencies and more
powerful market positions.

e Prioritize Employee Engagement: Successful turnarounds involve timely
management of cultural changes and workforce issues through communication,
training, and equitable transition policies.

e Monitor and Manage Risks: Ongoing monitoring of financial health, market

conditions, and operating performance is essential to prevent emerging risks.

B JATA, “Global Aviation Challenges and Outlook,” 2023, https://www.iata.org/en/publications/economics/.
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Future Outlook for Air India and Similar PSUs

Air India's turnaround under the Tata Group presents a promising model for private sector
operation and revival of other public sector undertakings (PSUs)?°. As a challenge persists, the
improving financial and operational numbers of the airline indicate promise for sustainable
growth. For other such PSUs, the lack of success of this model hinges on lack of good strategic

partners with expertise and commitment as well as good government support frameworks.

Looking ahead, Air India’s future will hinge on its ability to adapt to competitive pressures,
innovate in service delivery, and maintain financial discipline. Policymakers and corporate
leaders must collaborate to ensure continued reforms, balanced stakeholder interests, and
responsiveness to global aviation dynamics. If managed well, such revivals can significantly

contribute to national economic growth, employment, and international connectivity.

2 World Bank, “Public Sector Enterprise Reform in Emerging Markets,” 2018,
https://documents.worldbank.org/psereform.
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