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Civil Aviation Ministry releases Regional Connectivity Scheme 

Scheme to promote vibrant skies and trigger regional growth. 

With the twin objectives of promoting balanced regional growth and making flying 
affordable for masses, the Ministry of Civil Aviation released the Regional Air 
Connectivity Scheme (RCS) for stakeholder consultation at Rajiv Gandhi Bhawan today. 
The RCS was the key component of the National Civil Aviation Policy which was 
released by the Ministry recently on 15th June 2016. The scheme, which would be in 
operation for a period of 10 years, envisages providing connectivity to un-served and 
under-served airports of the country through revival of existing air-strips and airports.  
This would be achieved through a financial stimulus in the form of Central and State 
government concessions, as well as Viability Gap Funding to the interested airlines to 
kick-off operations from such airports, so that the passenger fares are kept affordable. 
The fare for a one hour journey of appx. 500 km on a fixed wing aircraft or for a 30 
minute journey on a helicopter would now be capped at Rs. 2,500, with proportionate 
pricing for routes of different lengths / duration.  

The Ministry would invite proposals from interested airline and helicopter 
operators for starting operations on hitherto un-connected routes. The operators could 
seek a Viability Gap Funding in case there is a difference in the cost of operations and 
estimated revenues. All such route proposals would then be offered for competitive 
bidding through a reverse bidding mechanism and the route would be awarded to the 
participant quoting the lowest VGF requirement. The operator submitting the original 
proposal would however have the Right of First Refusal on matching the lowest bid in 
case his original bid is within 10% of the lowest bid. The successful bidder would then 
have exclusive rights to operate the route for the defined period. Such support would be 
withdrawn after a three year period, as by that time, the route is expected to become 
self-sustainable.  

The selected airline operator would have to provide a minimum of 9 and a 
maximum of 40 seats on the RCS flights. On each such route, the minimum frequency 
would be three and maximum, seven per week. Route networks would also be 
encouraged under the scheme to achieve economies of scale and optimal usage of 
aircraft.  
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To reduce the cost of operations, Central Government would be providing 
concessions in the form of reduced excise on VAT, service tax and flexibility of code 
sharing at the RCS airports. Similarly, the State governments would have to lower the 
VAT on ATF to 1% or less, besides security and fire services free of cost and electricity, 
water and other utilities at substantially concessional rates. Similarly, Landing and 
Parking charge and Terminal Navigation Landing Charges shall not be imposed by the 
airport operator.  

A Regional Connectivity Fund would be created to fund the VGF requirements 
under the scheme. The same would be funded through a levy on certain domestic 
flights. The partner State Governments would also contribute a 20% share to this fund 
(10% for North Eastern States). For balanced regional growth, the allocations under the 
scheme would be equitably spread across the 5 geographical regions of the country viz 
North, West, South, East and North-east.  

The States have been given a key role under the scheme. The selection of 
airports where RCS operations would start would be done in consultation with State 
Government and after confirmation of their concessions. It may be recalled that revival 
of dysfunctional airports and starting operations on un-served airports has been a long 
standing demand of most States and this will be addressed through RCS to a large 
extent.  

The RCS is likely to a give a major fillip to tourism and employment generation in 
the hinterland and Tier-II and Tier-III cities. Through introduction of helicopters and 
small aircraft, it is also likely to significantly reduce travel timings in remote and hilly 
regions, as well as islands and other areas of the country with security concerns  

The draft scheme is available for stakeholder consultation on the website of this 
Ministry – http://civilaviation.gov.in and the comments can be sent to rcs@aai.aero by 
22nd July 2016.  
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