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This article interrogates whether the pilot
employment bonds remain proportionate
cost-recovery tools or have drifted toward
coercive control within India’s evolving
employment relations regime. Employing a
doctrinal-comparative methodology, the
study reviews statutory provisions, DGCA
circulars, industry reports and ten land-
mark judicial decisions delivered between
1945 and 2025. Courts consistently vali-
date bonds limited to unrecovered training
expenditure but strike down clauses that
impose punitive liquidated damages,
criminalize breach, or extend notice peri-
ods beyond operational necessity. Current
industry practice often exceeds these judi-
cially endorsed thresholds, entrenching
power asymmetries and restricting labor
mobility. The paper proposes a governance
framework comprising a 50 per cent recov-
erable-cost cap, straight-line amortization,
three-month notice ceilings, automatic no-
objection certificates, and an industry es-
crow fund.

Introduction

India’s aviation industry is
undergoing extraordinary
growth, rapidly transforming
into one of the world’s largest
and most dynamic air travel
markets. Between 2012 and
2019, domestic passenger traf-
fic surged from approximately
98 million to over 202 million
(World Bank, 2023). Accord-
ing to the International Air
Transport Association (IATA,
2023), India is poised to sur-
pass the United Kingdom to
become the third-largest avia-
tion market globally by 2025.
Airbus further projects that
India’s domestic aviation sec-
tor will expand to more than
five times its 2019 volume by
2042, necessitating approxi-
mately 2,840 additional aircraft
(Airbus, 2024). Correspond-
ingly, the demand for skilled
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pilots is expected to increase
significantly, with Airbus esti-
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mating a requirement for approximately
41,000 pilots over the next two decades
to sustain this growth (The Times of In-
dia, 2024). To support this rapid expan-
sion, India will require investments ex-
ceeding $170 billion by 2030 in aviation
infrastructure, consistent with an antici-
pated annual economic growth rate of
around 6% (Reuters, 2024).

This rapid market expansion and sub-
sequent demand for skilled aviation pro-
fessionals has significantly intensified air-
lines’ investments in specialized pilot train-
ing programs. To safeguard these substan-
tial financial commitments, employment
bonds have become common practice
within the industry. Employment bonds
contractually bind employees to their em-
ployers for specific durations, typically
imposing considerable financial penalties
for premature departures. While these
bonds primarily serve as mechanisms for
employers to recoup their training invest-
ments, their increasing prevalence has
raised critical concerns related to fairness,
proportionality, and potential misuse, lead-
ing to numerous legal disputes and inter-
ventions by regulatory bodies.

Analyzing this phenomenon through the
theoretical lens presented by Van
Ruysseveldt, Huiskamp, and van Hoof
(1995), employment bonds exemplify the in-
herent complexities involved in regulating
employment relationships. According to their
framework, employment relationships are
structured around three critical dimensions—
exchange, power, and regulation—each sig-
nificantly influenced by the implementation
of employment bonds. Specifically, bonds al-
ter the exchange dynamics by explicitly as-

signing monetary value to qualifications, such
as specialized pilot training, and by imposing
constraints on employees’ professional au-
tonomy and contractual freedom. This modi-
fication of the employment relationship aligns
closely with Williamson’s (1985) concept of
asset-specific investments, where firm-spe-
cific training notably reduces pilots’ labor-
market mobility, thereby increasing their de-
pendency on their current employer and di-
minishing their bargaining power (Giddens,
1974; Pfeffer & Salancik, 1978).

Furthermore, employment bonds viv-
idly illustrate the inherent power asym-
metry described in employment relations
theory. Airlines, positioned advanta-
geously due to resource control and regu-
latory influence, frequently leverage their
power to enforce stringent employment
bonds. This asymmetry can tilt employ-
ment conditions towards restrictive cov-
enants, potentially undermining fairness
and employee autonomy (Watson, 1987).
Judicial responses to such asymmetries
have repeatedly highlighted concerns
about undue restrictions akin to servitude
or unjust financial penalties, leading
courts to scrutinize these arrangements
under principles of proportionality, rea-
sonableness, and equity, as enshrined in
Indian law, notably under Section 27 of
the Indian Contract Act, 1872, and Sec-
tion 14 of the Specific Relief Act, 1963.

Regulatory intervention represents the
third crucial dimension in Huiskamp’s
framework, encompassing both internal
governance mechanisms—such as com-
pany-specific contractual practices—and
external oversight through regulatory in-
stitutions. Recognizing potential abuses in
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internal employer regulation of employ-
ment bonds, external regulators like the
Directorate General of Civil Aviation
(DGCA) have intervened to establish in-
dustry-wide guidelines designed to ensure
transparency, fairness, and balance in
employment bond practices. Such regula-
tory measures represent critical attempts
to mediate conflicts inherent in the em-
ployment relationship, addressing concerns
articulated in judicial rulings and reflected
in the broader societal and ethical dis-
course surrounding employment relations.

Building upon these theoretical per-
spectives, this paper systematically ex-
plores the evolution, legal scrutiny, ethi-
cal implications, and regulatory re-
sponses related to employment bonds in
India’s aviation industry. It provides a
historical overview of employment
bonds, tracing their development in re-
sponse to industry expansion. The pa-
per critically analyzes landmark judicial
decisions that have shaped contempo-
rary interpretations of employment
bonds, emphasizing fairness and propor-
tionality. It then evaluates the regulatory
interventions by authorities such as the
DGCA, assessing their effectiveness in
addressing power asymmetries and con-
tractual fairness. Finally, it synthesizes
these insights, proposing policy recom-
mendations for a balanced regulatory
framework that sustains the aviation
industry’s growth while protecting fun-
damental employee rights and autonomy.

Historical & Legal Perspectives

The evolution of employment bonds
in India’s aviation sector must be

contextualized within a broader histori-
cal continuum, tracing back to early prac-
tices of debt enforcement and contrac-
tual obligations. Historically, bonds have
significantly shaped individual autonomy,
societal dynamics, and the delicate equi-
librium between economic security and
personal freedom. Early debt bonds—viv-
idly illustrated in Shakespeare’s The
Merchant of Venice—epitomize the
moral complexities of stringent contrac-
tual obligations. Shylock’s infamous de-
mand for a “pound of flesh” symbolizes
the tension between strict contractual
enforcement and ethical fairness, depict-
ing an intersection of capitalist zeal and
personal vengeance rather than rational
economic exchange (Cohen, 1982).

By the thirteenth century, debt bonds
had become widely prevalent in medieval
Europe. The enactment of statutes like
the Statute of Merchants (1285) substan-
tially empowered creditors, granting them
rights to claim debtors’ assets and even
restrict their personal liberties as rem-
edies for unpaid obligations (Simpson,
1975). Legal provisions such as the ca-
pias ad satisfaciendum exemplified the
highly personal nature of debt liability,
allowing creditors extensive authority over
debtors’ freedom until obligations were
discharged (Freedman, 1927). By the
early modern period, debt enforcement
became a significant societal concern,
with debt-related litigation comprising
between 80% and 88% of cases in ma-
jor courts like the King’s Bench by 1640,
underscoring widespread socioeconomic
impacts (Brooks, 2004). This legal envi-
ronment prompted the emergence of eq-
uity courts, which attempted to reconcile
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contractual rigidity with principles of fair-
ness and proportionality, thus gradually
shifting judicial philosophy towards indi-
vidualized remedies and greater consid-
eration of equitable circumstances.
Locke’s (1689) advocacy for equitable
concepts such as usufruct, blending fair-
ness and stewardship, further illustrates
this historical transition toward balanced
contractual relationships.

Contemporary employment bonds in
Indian aviation represent a modern mani-
festation of these historical practices,
preserving the fundamental tension be-
tween safeguarding economic interests
and upholding individual rights. With
India’s aviation liberalization in the 1990s
and subsequent sectoral growth, employ-
ment bonds evolved from simple debt
agreements into sophisticated employ-
ment covenants explicitly designed to
protect employers’ substantial training
investments while imposing strict con-
straints on employee autonomy and mo-
bility.

Indian courts have consistently me-
diated this balance through interpreta-
tions of critical provisions in the Indian
Contract Act, 1872, particularly Sections
73, 74, and 75', which govern contrac-

!'Section 73 of the Indian Contract Act, 1872 ensures
that the injured party is compensated for the actual
loss suffered due to the breach of contract, but it
limits the compensation to losses that are directly
linked to the breach and were foreseeable at the
time of the contract. Section 74 addresses the issue
of compensation for breach of contract when a
specific amount is pre-determined as liquidated
damages. In the context of employment bonds, this
section ensures that if an employee breaches the
bond (such as leaving the job before the agreed

tual breaches, liquidated damages, and
compensatory obligations. Landmark ju-
dicial precedents underscore this delicate
balance. In V.N. Deshpande vs. Arvind
Mills Co. Ltd. (1945), the Bombay High
Court upheld reasonable in-service re-
strictions when demonstrably serving le-
gitimate employer interests, establishing
foundational judicial principles for em-
ployment covenants. Subsequently, the
Supreme Court’s decision in Niranjan
Shankar Golikari vs. The Century
Spinning and Manufacturing Co. Ltd.
(1967) reinforced this stance, affirming
the enforceability of negative covenants
during employment periods, provided they
were appropriately limited in scope and
duration, thus preventing unfair restraint
on employee mobility.

Indian jurisprudence has consis-
tently rejected excessively re-
strictive post-employment cov-
enants.

However, Indian jurisprudence has
consistently rejected excessively restric-
tive post-employment covenants. In Su-
perintendence Co. of India vs. Krishan
Murgai (1980), the Supreme Court em-
phasized that restrictive covenants must
not infringe upon an individual’s funda-

period), the employer can claim reasonable
compensation. However, the compensation
awarded cannot exceed the amount stipulated in
the bond. Section 75 deals with the right of a party
to claim compensation when they have rescinded a
contract. It states that a party who has rightfully
rescinded a contract is entitled to receive
compensation for any damages sustained as a result
of the non-fulfillment of the contract by the other

party.
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mental right to livelihood, reiterating the
ethical boundary that contemporary em-
ployment bonds must not transgress. Such
rulings clearly reflect judicial sensitivity
towards balancing contractual obligations
with broader social equity, aligning with
historical transitions toward fairness and
proportionality as seen in earlier Euro-
pean jurisprudence.

Parallels between historical debt in-
struments and modern employment bonds
underscore the ongoing need for careful
regulation to prevent contractual obliga-
tions from slipping into exploitative prac-
tices resembling usury (Stegman & Faris,
2003). Employment bonds in aviation risk
becoming exploitative if unregulated, par-
ticularly given their potential to dispro-
portionately restrict employees’ au-
tonomy and market mobility, thereby
echoing historical ethical dilemmas de-
picted vividly through classical literary
and legal analogies.

In sum, the historical trajectory of
employment bonds—from medieval debt
bonds to contemporary aviation employ-
ment covenants—reveals consistent ten-
sions between economic security, em-
ployee autonomy, and ethical fairness.
Understanding this historical and legal
evolution provides essential context for
critically analyzing judicial responses,
evaluating regulatory interventions, and
proposing balanced policy recommenda-
tions?.

2 For a comprehensive and insightful understanding
of the types of employment bonds and their
enforceability, see Padhi, & Rao, (2009).

Employment Bonds in Aviation

The evolution of employment bonds
in India demonstrates how courts have
worked to strike a balance between em-
ployer interests and employee rights.
While early cases such as the 1945 V. N.
Deshpande decision established the en-
forceability of in-service restrictions,
later cases refined these principles, es-
pecially in the context of the post-liber-
alization aviation sector. The rapid ex-
pansion of the aviation industry after lib-
eralization saw an influx of private play-
ers, increased competition, and signifi-
cant investments in pilot training, prompt-
ing companies to rely heavily on employ-
ment bonds to secure their financial in-
terests.

Examining post-liberalization cases is
essential for understanding how the le-
gal landscape evolved to address the
changing dynamics of the aviation indus-
try. The liberalization era introduced more
private airlines and greater competition,
which influenced the practices related to
employment contracts. The scrutiny of
employment bonds from this period sheds
light on how courts balanced employer
protections with employees’ rights in an
increasingly competitive market.

Case Analysis: Jet Airways (I) Ltd.
vs. Mr. Jan Peter Ravi Karnik
(2000)

Context: This case concerned an
employment bond requiring Mr. Karnik
to remain with Jet Airways for seven
years after undergoing specialized train-
ing for the B-737 series aircraft. The
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bond stipulated monetary compensation
of Rs. 6,94,000 plus 24% annual interest
in case of resignation. Karnik resigned
due to adverse changes in seniority rules
and joined Sahara Airlines. Jet Airways
sought a permanent injunction barring
Karnik from operating B-737 aircraft for
Sahara Airlines and enforcement of the
compensation clause. They argued his
resignation disrupted operations and con-
ferred an unfair advantage to their com-
petitor.

Legal Outcome: The court ruled in
favor of Mr. Karnik, emphasizing that
while contracts are sacrosanct, their en-
forcement must be equitable and reason-
able. It found that Jet Airways had unilat-
erally altered the terms of employment,
thereby breaching the sanctity of the con-
tract. The court held that the training pro-
vided did not constitute a proprietary in-
terest or trade secret warranting protec-
tion through restrictive covenants. It
deemed the negative covenant unenforce-
able, as it would force Karnik to either
work for Jet Airways under altered con-
ditions or remain idle, which is legally im-
permissible. Citing Section 27 of the In-
dian Contract Act, 1872, which voids
agreements restraining trade, and Section
14 of the Specific Relief Act, 19633, which
prohibits enforcing specific performance
of personal service contracts, the court
concluded that the restrictions were un-
reasonable and contrary to public policy.

3 Seeking Relief for Specific Performance due to
Breach of Contract: The affected party may
approach the court of law to seek relief for “Specific
Performance” when monetary compensation would
not be sufficient as a remedy. This means that the
court of law would coerce the offending party to

Case Analysis: Krishan Kishor Soni
vs. State (2010)

Context: The Krishan Kishor Soni
case involved a complaint by Blue Dart
Aviation against Soni, a Training Com-
mander, for breaching an indemnity bond
after receiving training and subsequently
joining a competitor. The charge sheet
stated that Soni had executed an indem-
nity bond for Rs. 10,00,000, agreeing to
serve the organization for three years.
After completing training, costing Blue
Dart Rs. 6,92,000, Soni did not join Blue
Dart but instead joined Kingfisher Air-
lines. The charge sheet alleged that Soni,
with dishonest intent, induced Blue Dart
to recruit him for training and thus com-
mitted criminal breach of trust and cheat-
ing by false representation.

Legal Outcome: The court ruled
that while Soni’s actions may have been
unethical, they did not constitute crimi-
nal behavior. The charges under Sec-
tions 418 and 406 of the IPC were
quashed, with the court asserting that
the dispute was fundamentally civil in
nature (Madras High Court, 2010). This
judgment reinforced that criminalizing
breaches of employment bonds can have
severe implications for professionals,
particularly in aviation, where career
moves often involve crossing interna-
tional borders. The ruling clarified that

fulfill the obligations as per the contract rather than
paying an amount to mitigate the loss occurred due
to the breach. However, relief for specific
performance would be given to the affected party
only if the affected party would not be able to get
a substitute in the market using the monetary
compensation.
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This decision reinforced that se-
curity cheques in employment

bonds could become actionable li-
abilities upon contract breach.

using criminal charges to enforce em-
ployment bonds goes beyond legal
boundaries and threatens professionals’
rights to livelihood.

Case Analysis: Capt. N.G. Sahu vs.
M/S Interglobe Aviation Ltd.
(2013)

Context: Capt. Sahu signed a five-
year bond with Interglobe Aviation
(IndiGo) in 2007, backed by undated
cheques worth Rs 15 lakhs. His special-
ized training cost IndiGo approximately
Rs 16.02 lakhs. Sahu resigned within a
year, prompting IndiGo to deposit four
cheques, which were dishonored due to
“Payment Stopped by Drawer.” IndiGo
initiated action under Section 138 of the
Negotiable Instruments Act, arguing that
dishonored cheques constituted liability
for breach of contract. Sahu contended
that the cheques were for security pur-
poses only and claimed harassment by
his reporting head.

Legal Outcome: The Delhi District
Court dismissed Sahu’s appeal and up-
held the judgment, affirming that the se-
curity cheques, due to his premature res-
ignation, constituted a legally enforceable
liability. The court reasoned that once
Interglobe incurred training expenses, the
cheques transitioned from simple secu-
rity to liability upon Sahu’s contractual
breach. Sahu’s claims of harassment and

unpaid dues were determined to be civil
issues beyond this criminal proceeding.
Since no competent civil court had de-
clared the bond unenforceable, the court
treated it as binding. In addition to the *
14,00,000 compensation ordered to be
paid to Interglobe, the court imposed a
sentence of six months of simple impris-
onment on Sahu under Section 138 of the
Negotiable Instruments Act. This deci-
sion reinforced that security cheques in
employment bonds could become action-
able liabilities upon contract breach, with
criminal consequences for dishonor un-
der Section 138 (Delhi District Court,
2013).

Case Analysis: Anubhav Jain vs.
Air India Ltd. & Ors. (2017)

Context: In the Anubhav Jain case,
Air India sought to recover training costs
from Jain, a trainee pilot, who left the
company before completing the stipulated
10-year service period. This case ex-
plored the balance between enforcing
employment bonds and protecting em-
ployee rights. The bond included a train-
ing amount of Rs 26 lakhs, with an inter-
est rate of 18% per annum applied to out-
standing amounts.

Legal Outcome: The Delhi High
Court upheld the bond’s enforceability,
stating that the contractual obligations
were clearly defined and legally binding.
Jain’s argument that policy changes ex-
empted him from repayment was re-
jected, reinforcing that exceptions only
applied to employees who remained in
service (Delhi High Court 2017). The
case illustrated that while employers
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could protect their investments, the finan-
cial obligations imposed should not
amount to usury. The court’s approach
balanced enforceability with the require-
ment that such terms be transparent and
reasonable.

Case Analysis: Spicejet Ltd. vs.
Vivek Kumar (2023)

Context: The Spicelet Ltd. vs. Vivek
Kumar case revolves around an employ-
ment bond dispute. Spicelet hired Vivek
Kumar as a Trainee First Officer under
a service agreement requiring him to
serve for a minimum of five years. The
agreement stipulated that Kumar would
reimburse training expenses if he left
before completing the five-year term. To
secure this, Kumar provided five undated
cheques of Rs. 4 lakhs each, totaling Rs.
20 lakhs. Kumar resigned on January 31,
2018, with a six-month notice period and
ceased attending work from July 30,
2018. Spicelet claimed that this
breached the bond and deposited the se-
curity cheques in September 2018, but
they were dishonored as Kumar had
closed his account. SpiceJet sent a legal
demand notice on October 15, 2018, seek-
ing payment, but Kumar did not respond
within the statutory period. In his defense,
Kumar asserted that the cheques were
provided as security and that he had al-
ready paid Rs. 20 lakhs upfront for train-
ing, along with an additional Rs. 3.5 lakhs,
which Spicelet claimed without clear
documentation. He further claimed that
Spicelet failed to pay the agreed stipend
during his training, calling into question
the company’s adherence to its contrac-
tual obligations. Kumar argued that he

followed the notice period as per DGCA
guidelines and had no outstanding liabil-

ity.

Legal Outcome: The Spicelet Ltd.
vs. Vivek Kumar (2023) case under-
scores the distinction between civil and
criminal liabilities. The core issue was
whether the undated security cheques
could be enforced under Section 138 of
the Negotiable Instruments Act, a crimi-
nal provision addressing cheque dishonor.
The court held that SpiceJet’s claim was
inherently civil, as it related to breach of
an employment bond and required proof
of actual loss under Section 74 of the
Indian Contract Act. Section 138 requires
an existing legally enforceable debt; here,
the cheques were deemed security, not
payment for a crystallized debt. The ab-
sence of substantiated liability rendered
the matter civil, leading to Kumar’s ac-
quittal (Delhi District Court, 2023).

Case Analysis: Spicejet Ltd. vs.
Gourav Sharma (2024)

Context: The Spicejet Ltd hired
Gourav Sharma as a pilot under a ser-
vice agreement that required him to serve
a minimum of five years. As a condition
of employment, Sharma signed an indem-
nity bond on September 21, 2015, agree-
ing to this term. To secure the bond,
Sharma provided five undated cheques
of Rs 4,00,000 each, totaling Rs 20 lakhs.
He also availed a loan of Rs 20 lakhs for
training, to be repaid in installments de-
ducted from his salary. Sharma resigned
on June 25, 2017, and stopped attending
work from December 24,2017, violating
the bond’s minimum service requirement.
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Consequently, Spicejet deposited the se-
curity cheques, which were dishonored
due to “payment stopped by drawer.”
Spicejet issued a statutory notice on April
20, 2018, demanding payment, but
Sharma failed to respond within the statu-
tory timeframe. In his defense, Sharma
argued that the cheques were provided
solely as security and not for any out-
standing liability. He claimed he was
medically unfit for flying, which led to his
resignation, and that he incurred the train-
ing expenses independently, despite the
loan arrangement.

Legal Outcome: The Spicejet Ltd.
vs. Gourav Sharma (2024) case ad-
dresses the enforceability of security
cheques under Section 138 of the Nego-
tiable Instruments Act, which deals with
the criminal offense of cheque dishonor.
The court upheld that Sharma’s cheques
represented a legally enforceable liabil-
ity due to his premature resignation,
which breached the bond. Despite his
claims, Sharma’s arguments lacked sup-
porting evidence, and his defenses were
inconsistent. The court noted that the
medical reason for his resignation was
unsubstantiated, as he resumed flying
shortly after leaving Spicejet. The judg-
ment reinforced that undated cheques
provided under a service bond can con-
stitute enforceable liabilities if a contrac-
tual breach occurs, affirming the appli-
cability of Section 138 in such cases.
Consequently, the court convicted Sharma
under Section 138 of the Negotiable In-
struments Act, underscoring the legal
ramifications of bond violations in em-
ployment contracts (Delhi District Court,
2024).

A Comparative Analysis

The examination of employment
bond cases in the aviation industry re-
veals a judicial balancing act, as courts
strive to uphold contractual obligations
while safeguarding fairness, autonomy,
and public interest. Key cases demon-
strate how legal principles intersect with
ethical considerations, highlighting
themes such as the sanctity of contracts,
the equitable treatment of proprietary
interests, and the protection of individual
rights.

Sanctity of Contract vs. Reason-
ableness and Power Imbalance: A re-
curring theme across cases is the con-
flict between the sanctity of employ-
ment bonds and the reasonableness of
enforcement, especially in scenarios
where there is a power imbalance. In
Jet Airways vs. Karnik, the court con-
tended with Jet Airways’ insistence on
enforcing an employment bond despite
its own unilateral changes to the agreed
terms. The airline had altered seniority
conditions to Karnik’s detriment, which
the court deemed unconscionable. Ethi-
cally, this situation mirrors modern ser-
vitude, where the employee’s autonomy
and professional mobility were curtailed
by rigid contractual terms that did not
fairly represent both parties’ interests.
Legally, the court emphasized that con-
tractual integrity must not override eq-
uitable treatment, as upholding an al-
tered agreement would be unreason-
able. Here, the judiciary asserted that
employment bonds cannot be enforced
when one party’s actions render the
terms unjust.
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The court emphasized that con-
tractual integrity must not override
equitable treatment, as upholding

an altered agreement would be un-
reasonable.

In contrast, Anubhav Jain vs. Air
India presented an example of a bal-
anced approach, where the employment
bond’s terms were clear, reasonable, and
upheld by mutual adherence to obliga-
tions. Jain voluntarily entered the bond,
Air India’s investment in training was
substantial, and the obligations were
transparent. Unlike Jet Airways’ coer-
cive approach, Air India did not impose
unfair restrictions, aligning both legally
and ethically with contractual fairness and
respect for employee autonomy.

Proprietary Interests and the
Trade Secrets: The legality and ethics
of restrictive covenants in employment
bonds hinge on whether an employer’s
training investment qualifies as a pro-
prietary interest or a trade secret, war-
ranting limitations on employees’ mo-
bility. In Jet Airways vs. Karnik, the
court found that pilot training did not
meet the criteria of a trade secret or a
proprietary interest, especially given
that Karnik had also invested time and
personal resources in skill enhance-
ment. Preventing him from using his
acquired skills to work with a competi-
tor was deemed unjust and anti-com-
petitive, reminiscent of the Eklavya
Paradox from the Mahabharata. This
ancient tale, where Eklavya was co-
erced into sacrificing his talent to up-

hold a hierarchy, highlights the ethical
flaw of limiting individual potential to
serve corporate advantage. Legally, the
court stressed that restrictive cov-
enants should protect genuine business
needs, not serve as tools for unjust con-
trol or market suppression.

Conversely, Anubhav Jain vs. Air
India upheld the bond on the grounds that
Air India’s costly, specialized training
constituted a legitimate business interest.
The court deemed the bond’s restrictions
proportionate and necessary, emphasiz-
ing that a fair agreement with transpar-
ent terms aligns with both legal protec-
tions and ethical responsibility to recoup
training investments without infringing on
employees’ autonomy.

Misuse of Criminal Law and the
Pound of Flesh Analogy: The ethical
and legal impropriety of invoking crimi-
nal proceedings to enforce employment
bonds is illustrated in cases like Krishan
Kishor Soni vs. State and SpiceJet Ltd.
vs. Vivek Kumar. In Soni’s case, the
employer’s attempt to use criminal
charges to enforce the bond highlighted
the misuse of legal mechanisms. This
approach is reminiscent of Shylock’s de-
mand for a “pound of flesh” in
Shakespeare’s The Merchant of Venice,
where the quest for an extreme penalty
overshadowed rational business inter-
ests, as observed by Cohen (1982) and
Bailey (2011). This misuse reflects an
overreach in enforcing civil contracts
through criminal sanctions, prioritizing
punitive measures over fair dispute
resolution. Ethically, it underscores an
attempt to coerce employees into com-
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pliance, compromising their freedom to
make career decisions.

In SpiceJet Ltd. vs. Vivek Kumar,
the court criticized the airline’s practice
of using undated security cheques to
pressure Kumar financially. The lack of
clear documentation and attempts to in-
voke criminal law reflected a punitive,
rather than protective, approach. The ju-
diciary underscored that such measures
conflict with both legal standards of trans-
parency and ethical expectations of fair-
ness in employment relationships.

Public Interest, Equity, and Em-
ployee Rights: Public interest and fair-
ness play a central role in the judiciary’s
approach to enforcing employment
bonds. In Jet Airways vs. Karnik, the
court ruled that restricting Karnik from
working with other airlines operating the
B-737 aircraft series would unduly limit
his career prospects, violating his right
to livelihood and disrupting market com-
petition. Legally, enforcing such a bond
would contravene Section 14 of the Spe-
cific Relief Act, which disallows specific
performance for personal service con-
tracts. Ethically, such restrictions equate
to servitude, where employees are bound
by terms that deny them opportunities to
seek better employment, thus undermin-
ing individual autonomy.

Similarly, in Anubhav Jain vs. Air
India, the court upheld the bond as it was
aligned with equity and fairness, protect-
ing the employer’s legitimate interests
without imposing undue hardship on the
employee. By contrast, cases like
SpiceJet Ltd. vs. Vivek Kumar reveal

ethical lapses and legal inconsistencies,
where the lack of transparency in de-
manding additional payments and the use
of security cheques indicated a disparity
in bargaining power that diminished fair-
ness. Courts have repeatedly cautioned
against practices that blur the line be-
tween civil and criminal enforcement,
emphasizing that employment relation-
ships should be based on mutual respect
and adherence to obligations.

Transparency, Honesty, and Mu-
tual Obligations: Fairness and transpar-
ency are crucial in upholding employment
bonds. In SpiceJet vs. Vivek Kumar,
Spicelet’s use of undated cheques and
demands for additional, undocumented
payments highlighted a lack of ethical
responsibility. Allegations of unpaid sti-
pends raised concerns about Spicelet’s
commitment to its contractual obligations.
Legally, the court pointed out that the
fairness of a bond depends on transpar-
ent terms and reciprocal obligations,
warning against the potential breach of
trust that can arise when employers fail
to honor agreements.

In SpiceJet vs. Gourav Sharma, the
case shifted to focus on employee com-
mitment. Sharma cited medical unfitness
to exit his five-year contract but resumed
work with another airline shortly after,
raising ethical concerns around honesty.
Both cases underscore the importance of
credibility and transparency from both
employers and employees to ensure a
balanced and fair professional relation-
ship, highlighting that employment bonds
are enforceable when both parties dem-
onstrate integrity.
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From Usury to Investment: A Fair
Approach to Training Bonds in
Aviation

The legal and ethical concerns out-
lined in the previous section underscore
the need for a balanced and transparent
framework that respects both employer
investments and employee rights in avia-
tion industry. While restrictive covenants
and punitive measures risk undermining
fair labor practices, historical models of
risk-sharing offer valuable insights for
designing training bonds that align with
industry needs and individual autonomy.
Historical venture capital agreements and
the prohibition of usury, which empha-
sized mutual benefit over fixed returns.
The concept of risk, derived from the
Arabic rizq (reward without certainty),
underpins Islamic finance, where returns
depend on shared success rather than
guarantees. A Genoese contract from
1156 demonstrates this principle: a busi-
nessman entrusted capital to an agent
under “your risk,” with losses borne by
the investor (Mews & Abraham, 2007).
Airlines can adopt a similar model, bear-
ing training costs without assurance of
pilot retention, akin to early venture capi-
tal arrangements where both parties
shared risk and reward. Training bonds
are a mechanism to protect these invest-
ments, ensuring pilots contribute suffi-
ciently before seeking other opportuni-
ties. However, penalties for breaches
must remain proportional to actual costs
of training to avoid exploitative practices.
Islamic finance traditions limited liability
to initial contributions, fostering fairness
and shared risk (Mews & Abraham,
2007). Applying these principles, we sug-

gest that training costs should be shared
equally between the employer and the
employee, with penalties being capped
and set at reasonable levels, linked to the
duration of service. This approach aligns
with the equitable risk-sharing seen in
early economic systems and avoids par-
allels to usury, which imposed excessive
burdens on borrowers. Ethically designed
training bonds allow airlines to recover
investments while safeguarding pilots
from undue financial strain. Such frame-
works promote operational stability and
sustainable workforce development,
echoing traditional models of fairness and
mutual success.

DGCA'’s Role in Pilot Retention

Building on the principles of equitable
risk-sharing discussed in the previous sec-
tion, we explore here how regulatory
frameworks can incorporate these ethical
foundations to foster a stable, fair employ-
ment landscape in Indian aviation. With the
industry’s growth accelerating, effective
regulation becomes essential not only to
protect investments but also to uphold public
interest and workforce stability. We exam-
ine how the DGCA and Ministry of Civil
Aviation can balance these needs, crafting
policies that support sustainable growth and
fair labor practices.

India’s Ministry of Civil Aviation and
the Directorate General of Civil Aviation
(DGCA) must play essential roles in bal-
ancing employment rights, operational
stability, and public interest in an expand-
ing aviation sector. Regulatory oversight
has become increasingly necessary to
manage the challenges posed by high pi-
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lot demand, competitive dynamics, and
evolving employment structures, particu-
larly with IndiGo’s 62% market share and
the combined Air India-Vistara entity
holding 24.3%. This concentrated mar-
ket calls for proactive regulation to pre-
vent monopolistic practices and protect
the industry’s stability.

India’s aviation industry faced
rapid expansion in the early 2000s, with
newcomers like Air Deccan, Kingfisher,
Spicelet, and GoAir increasing demand
for skilled pilots. Established airlines
like Indian Airlines and Jet Airways
struggled to retain pilots amid aggres-
sive recruitment. In April 2005, Air Sa-
hara lost ten pilots within days, result-
ing in major flight cancellations (Eco-
nomic Times, 2005). Initially, the
DGCA promoted self-regulation, sug-
gesting a four-month notice period to
smooth pilot transitions and reduce ser-
vice disruptions. However, this volun-
tary approach proved ineffective,
prompting the DGCA to mandate a six-
month notice period under the Civil
Aviation Requirement (CAR) regulation
in September 2005.

CAR 2005, under the Aircraft Rules,
1937, required pilots to fulfill their notice
period while continuing flight duties and
compelled airlines to issue No Objection
Certificates (NOCs) upon resignation to
support pilots’ job mobility. When the In-
dian Commercial Pilots Association
(ICPA) challenged this mandate, the
Madras High Court upheld it in 2006, al-
lowing reasonable restrictions to protect
public interest (Madras High Court,
2006).

Despite these measures, recent inci-
dents have exposed policy limitations. In
2023, Akasa Air experienced operational
disruptions as 43 pilots resigned, causing
widespread cancellations. Akasa Air re-
quested DGCA'’s intervention to enforce
penalties for notice breaches, citing pub-
lic interest as outlined in CAR 2017. The
DGCA, however, declined, asserting that
it lacked jurisdiction over contractual
enforcement. This stance, supported by
pilot associations like the Federation of
Indian Pilots (FIP) and Indian Pilots Guild
(IPG), stressed that employment disputes
should be handled through contract law,
not regulatory means. The Delhi High
Court’s interim ruling upheld CAR re-
quirements but acknowledged DGCA’s
jurisdictional constraints, with further
hearings to clarify its regulatory role in
employment-related disputes (Delhi High
Court, 2024).

‘ Operational disruptions due to pi-
lot resignations significantly im- \

pact the public.

Operational disruptions due to pilot
resignations significantly impact the pub-
lic. In July 2024 alone, cancellations af-
fected 1,54,770 passengers, costing air-
lines Rs 110.59 lakh in compensation and
facilities. Delays impacted 3,20,302 pas-
sengers, with airlines spending Rs 341.05
lakh in facilitation costs, pushing the
month’s cancellation rate to 1.90% (Busi-
ness Standard, 2024). This public incon-
venience underscores the need for a
framework that secures workforce sta-
bility. The structural changes introduced
by the Air India-Vistara merger further
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complicate market competition. As these
entities consolidate, DGCA’s role be-
comes critical in preventing monopolis-
tic practices that may affect pilot reten-
tion and create barriers for smaller air-
lines.

Cadet pilot programs have also
evolved, introducing further challenges.
Initially launched by airlines like Air In-
dia and Spicelet, these programs covered
training costs and offered job prospects.
Over time, these programs shifted to self-
sponsored models, transferring costs to
cadets without employment guarantees.
For instance, SpicelJet’s 2006 Cadet Pi-
lot Program required trainees to pay up
to Rs 25 lakhs, offering a modest stipend.
By 2008, SpicelJet discontinued the pro-
gram, leaving cadets who financed train-
ing through loans without employment
prospects (Times News Network, 2008).
IndiGo’s similar program linked employ-
ment to post-training evaluations, spark-
ing public criticism as cadets bore finan-
cial risks without job security.

Further, employment bonds impose
financial constraints on pilots, with bond
amounts of Rs 20 to Rs 50 lakh and ser-
vice commitments of two to five years.
Airlines like Vistara and Air India also
require new pilots to bear induction train-
ing costs—Rs 12 lakh and Rs 14 lakh,
respectively (The Hindu, 2024). Coupled
with the high overall cost of becoming a
commercial pilot in India, estimated be-
tween Rs 80 lakh and Rs 1.2 crore, such
financial burdens extend repayment pe-
riods up to 14 years. Additionally, man-
datory six-month notice periods compli-
cate career mobility, exacerbating

workforce shortages and increasing op-
erational strain.

A Governance Driven Regulatory
Blueprint

Regulating employment bonds de-
mands more than ad hoc ceilings or pu-
nitive clauses; it requires a coherent gov-
ernance architecture that addresses the
core exchange dimensions of time, quali-
fications, and wages/performance; miti-
gates power asymmetries between capi-
tal and labor; and links internal company
rules to external, industry wide oversight
(Van Ruysseveldt, Huiskamp, & van
Hoof, 1995). Building on that analytical
scaffold—and drawing insights from in-
dustrial relations, transaction cost, and
public interest literatures, we propose six
integrated measures for the Directorate
General of Civil Aviation (DGCA). Each
measure is paired with a brief gover-
nance rationale that clarifies how the rule
would operate and why it realigns incen-
tives for airlines, pilots, and passengers.

Cap Recoverable Training Costs at
50/ % and Mandate Straight line
Amortization

Governance logic: Pilot type rat-
ing constitutes a classic asset specific
investment (Williamson, 1985); its value
plummets if the trained employee exits
prematurely, yet it simultaneously re-
stricts the pilot’s external employabil-
ity on other aircraft types. The result-
ing “bilateral dependency” intensifies
power asymmetry. A statutory cap—
mirroring the Australian Air/ Pilots
Award limit of 50/ % documented by
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Norton/ White/ (2023)—partitions risk
down the middle, ensuring both parties
have “skin in the game.” The straight
line (pro rata) write down recalibrates
the time component of the exchange
by rewarding each completed month of
service. It forestalls hidden usury
(Stegman & Faris, 2003), converts
vague claw back clauses into predict-
able schedules, and simplifies enforce-
ment because any civil court can verify
tenure and residual liability.

Practical effect: With a Rs 20/ lakh
course, both sides start at Rs 10/ lakh
risk exposure. A pilot departing after 24/
months of a 60 month commitment has
fulfilled 40/ % of the service; only 60/ %
(Rs 6 lakh) of the airline’s share is re-
coverable. This quantum meruit approach
(Fox,/ 1974) turns the bond from a per-
petual debt to a diminishing obligation that
tracks the value already delivered.

Reduce Statutory Notice period
Ceiling from Six to Three Months

Governance logic: The notice pe-
riod is a time safeguard for employers,
but beyond a threshold it mutates into
a monopoly over exit (Marsden,/ 1999).
International benchmarking (EASA,
FAA) shows 30 to 90 day norms;
India’s six month period is an outlier
that suppresses labor market competi-
tion, violating the countervailing power
principle that keeps exchange sym-
metrical (Pfeffer & Salancik, 1978). A
three month cap balances roster plan-
ning with pilot mobility. It also reduces
“phantom attrition,” where pilots sim-
ply buy out notice or report sick—be-

haviors that undermine both safety and
trust.

Regulatory mechanics: The DGCA
would amend CAR Section 7 by insert-
ing a maximum 90 day notice for flight
crew. Airlines may still pay pilots in lieu
of notice, but they cannot extend the pe-
riod by individual contract, preserving
floor and ceiling discipline.

Mandate automatic, immediate No
Objection Certificates (NOCs)
upon obligation fulfilment

Governance logic: Withholding an
NOC after a pilot has paid dues
weaponizes internal rules and perpetuates
power imbalance (Kochan, Katz, &
McKersie, 1986). Automatic NOC release
transforms the intra organizational exit
process into a rule based administrative
act, not managerial discretion. For pilots,
it restores labor market signaling; for air-
lines, it clarifies when obligations truly end,
reducing post exit litigation.

Implementation: DGCA could link
NOC issuance to the e GCA license por-
tal: once dues are settled and notice
served, the system auto generates a digi-
tally signed NOC. Failure to release
within seven days would attract monetary
penalties under Rule/ 133A of the Air-
craft Rules.

Require Hiring Airlines to Verify
NOCs before On boarding
Experienced Pilots

Governance logic: Effective regu-
lation depends on inter organizational self

The Indian Journal of Industrial Relations, Vol. 61, No. 2, October 2025

185



S Senthil Ganesh

binding—firms policing one another to
prevent a race to the bottom (Williamson,/
1985). Mandatory NOC verification cre-
ates a private order enforcement network:
poaching without clearance becomes ad-
ministratively impossible, aligning with
Osterman’s (1984) call for “market me-
diated internal labor markets.” It
disincentivizes stealth recruitment while
still allowing legitimate, orderly mobility.

Institute Proportionate Civil
Deterrents—License or Medical
renewal Holds—for Pilots Who
Abscond

Governance logic: Section/ 138
cheques prosecutions and criminal breach
of trust charges, condemned in Krishan
Kishor Soni v. State (2010), misuse
criminal law for civil default. A regula-
tory hold on Class I medical renewal or
license revalidation is a graduated civil
sanction: it preserves public interest
safety oversight (pilots can’t fly without
valid documents) yet remains reversible
upon compliance, reflecting ILO Con-
vention/ 158’s proportionality ethos.

Checks and Balances: The hold
would trigger only after (a) verified non
payment of capped, amortized dues and
(b) failure to serve the reduced notice. An
appeal window and DGCA dispute reso-
lution panel ensure due process alignment.

Create an Industry Training cost
Escrow or Insurance Pool,
Financed by a Per Pilot Levy

Governance logic: Training exter-
nalities are systemic, not firm specific;

one airline’s investment ultimately en-
riches the national pilot pool. Transac-
tion cost economists call for risk mutu-
alization arrangements when bilateral
contracts are costly to enforce
(Williamson, 1985). An escrow or insur-
ance pool—akin to EU proposals for
crew mutual funds (European Commis-
sion, 2022)—spreads attrition risk, sta-
bilizes cash flow shocks, and neutralizes
incentive conflicts that drive heavy
handed bonds.

Operational model: Airlines con-
tribute, say, 1 % of annual flight crew
wage bill to the pool, administered by a
tripartite DGCA—industry—union board.
When a bonded pilot exits prematurely
and cannot pay the residual amount (as
calibrated by Recommendation 1), the
pool reimburses the training airline and
registers the debt as a standardized, in-
terest free obligation recoverable from
future employers via payroll deduction.
This converts individual enforcement
into an industry utility, lowering litiga-
tion volume and levelling the playing
field for smaller carriers that cannot
absorb training churn.

All six recommendations rely on pub-
lic interest disclosure. Airlines would file
annual bond metrics—average size, ten-
ure served, disputes—audited by a multi
stakeholder oversight committee. Trans-
parency fosters regulative feedback
loops (Van Ruysseveldt et al., 1995), en-
abling adaptive policymaking and rein-
forcing social legitimacy. Scholars of
corporate governance note that visibility,
not just rules, underwrites compliance
(Aguilera & Jackson, 2010).
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Operational resilience follows from
predictable notice periods and escrow
backstops; equity is secured via capped,
amortized liabilities; industry trust is
strengthened by automatic NOCs and
mutual verification. Ultimately, the blue-
print integrates internal rules (bond
clauses) with external governance
(DGCA oversight plus peer verification),
satisfying Huiskamp’s demand that regu-
lation address both exchange and power
simultaneously.

Charting a Legally Balanced Path
for Employment Bonds in Indian
Aviation

India’s aggressive fleet-expansion
plans—evident in IndiGo’s purchase of
980 aircraft and the Air India-Vistara
merger’s projected need for 7,000-8,000
pilots—are underpinned by large public-
and private-sector investments in airports,
route liberalization, and the Ude Desh ka
Aam Nagrik (UDAN) scheme. Yet the
long-run viability of these investments will
turn on whether airlines can secure and
retain highly-skilled cockpit personnel
without deterring new entrants through
onerous training bonds.

The Supreme Court’s recent decision
in Vijaya Bank v. Prashant B.
Narnaware (2025 INSC 691) offers an
authoritative template for reconciling
corporate need with employee equity. The
Court reaffirmed that in-service negative
covenants tied to a reasonable tenure or
to a bona-fide liquidated-damages clause
do not offend Sec 27 of the Indian Con-
tract Act when they constitute a genuine
pre-estimate of loss rather than a puni-

tive penalty (Supreme Court of India,
2025). Crucially, it placed the onus on
employers—given the adhesive nature of
standard employment letters—to demon-
strate that the stipulated sum “neither
shocks the conscience nor defeats pub-
lic policy”. These doctrinal anchors pro-
vide four concrete guardrails for the Di-
rectorate General of Civil Aviation
(DGCA) as it contemplates a sector-spe-
cific bond code.

‘ It placed the onus on employers—
given the adhesive nature of stan-
dard employment to demonstrate
that the stipulated sum “neither

shocks the conscience nor defeats
public policy”.

1. Proportionality and Transparency:
Consistent with the Court’s liqui-
dated-damages test, any bond must
be limited to a verifiable share of
actual direct training expenses. A
regulatory ceiling of 50 per cent, with
linear pro-rata reduction for every
completed month of service, mirrors
the rule upheld in Vijaya Bank and
the Australian “Air Pilots Award”
benchmark, while ensuring that bonds
remain compensatory, not extortive
(Norton White, 2023).

2. Finite Tenure and No Post-Exit
Restraint: Vijaya Bank drew a
bright line between in-service bonds
and post-termination non-compete
clauses, the latter falling squarely
within the mischief of restraint of
trade. DGCA norms should therefore
cap bond duration (e.g., 36 months
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for type-rating programs) and ex-
pressly release pilots from any re-
striction on joining a competitor once
they have paid the pro-rated sum or
completed the tenure.

3. Dynamic Public-Policy Review:
Echoing the Court’s observation that
public-policy analysis must evolve
with “technological advancements
and preservation of scarce special-
ized workforce”, periodic DGCA re-
view of cost structures and attrition
patterns is essential. Such sunset-re-
view mechanisms will prevent out-
dated bond formulas from crystalliz-
ing into barriers to labor mobility as
training technologies become cheaper
or simulator hours migrate to VR-
based platforms.

4. Redistribution of Bargaining
Power: The judgment recognizes un-
equal bargaining power in standard-
form contracts and shifts the eviden-
tiary burden to the employer once
coercion is alleged. Translating this
into aviation practice would entail:

(a) mandatory disclosure of the cost-com-
position worksheet at the time of bond
execution;

(b) a statutory “cooling-off” period dur-
ing which pilots may seek legal ad-
vice; and

(c) DGCA-approved model clauses that
trade unions can negotiate under the
Industrial Disputes Act, 1947,
thereby reinforcing the voice mecha-
nism in the employment relationship
(Van Ruysseveldt, Huiskamp, & van
Hoof, 1995).

These guardrails resonate with Adam
Smith’s insistence on fair regulation to
temper concentrated market power
(Smith, 1776/1976) and Jeremy
Bentham’s defense of contractual free-
dom so long as bargains do not inflict
usurious harm (Bentham, 1787/1952). By
compelling airlines to internalize training-
cost evidence and by protecting pilots
from windfall penalties—such as the ! 3
crore claim rejected in SpiceJet Ltd. v.
Vivek Kumar (Delhi HC, 2023)—the
framework curbs the moral-hazard prob-
lem that otherwise arises when firms
front-load investment but externalize at-
trition risk onto individual aviators.

International experience amplifies the
urgency. The United States, despite a
smaller 1,500-hour threshold and ab ini-
tio loan programs, confronts a structural
pilot drought because low entry-level
wages cannot offset debt-financed train-
ing (Financial Times, 2016). Boeing’s pre-
pandemic projection of 617,000 new pi-
lots by 2035 underscores that Indian car-
riers will compete in a truly global factor
market; punitive bonds can therefore
trigger outward migration rather than re-
tention.

In sum, India’s quest to become an
aviation super-hub must be undergirded
by a bond regime that is compensatory,
temporally bounded, and procedurally
fair. The Vijaya Bank verdict supplies
both doctrinal clarity and a constitutional
morality that privileges reasonableness
over restraint. A tripartite collaboration
among DGCA, airlines, and recognized
pilot unions—anchored in transparent
cost audits, capped liabilities, and swift
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no-objection certification—can translate
this jurisprudence into practice. Such a
regime will not only safeguard the legiti-
mate interests of employers but will also
sustain pilot morale, career progression,
and ultimately the Eudaimonic flourish-
ing of the industry’s most critical human
capital.
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