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Comprehensive assessment
of the airlines’ competitiveness

Abstract. In the article, the methods and indicators are identified for the assessment of the airline’s competitiveness in terms
of resource and market trends. The use of the method of prospective assessment of the financial and resource state of the
airline involves the elaboration of the indicators for financial stability, business activity and net income for the next three years,
and when the growth indicators are obtained, they allow determining the improved competitiveness of the company. In order
to assess the airline’s ability to ensure a predictable improvement of financial and resource status indicators, it is proposed to
apply a method of a set of competitive elements for a ranking assessment of the airline’s competitiveness, taking into account
the quality of aviation services. The competitiveness level was assessed for a number of Ukrainian domestic airlines: PJSC
«Ukrainian Helicopters», Windrose Airlines, KHORS, TNT Airways, Aero-Charter and others. The proposed method allows us to
predict the volumes of service delivery and determine the level of the airline competitiveness on the market.
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Mo6epexHa 3. M.

KaHOmMaaT eKOHOMIYHNX HayK, AOLEHT kadeapu eKoHOMIKW, HauioHanbHWI aBiauinHmni yHisepcuTeT, Kuis, YkpaiHa
KomnnekcHe ouiHIOBaHHS PiBHAA KOHKYPEHTOCNPOMOXXHOCTI aBiakoMMnaHin

AHoTauif. Y matepiani ctaTtTi Ha OCHOBi KOMMMEKCHOro nigxopy BM3HAYeHO METOOM Ta MOKAa3HWKWU OLHIOBaHHA PiBHSA
KOHKYPEHTOCMNPOMOXXHOCTI aBiakoMMaHii 32 peCypCcHNM Ta pUHKOBUM Hanpsimamun. O6r'pyHTOBaHO, L0 BUKOPUCTaHHA MeTomy
NepcneKkTBHOIO OLUiHIOBaHHS (hiHAHCOBO-PECYpPCHOro CTaHy asiakomnaHii nepegbadvae po3paxyHOK MOKa3HUKIB (hiHaHCOBOI
CTINKOCTI, OiNOBOi aKTUBHOCTI Ta YMCTOro AOXOQY Ha HanbavmK4i TpU POKK i NPy OTPMMaHHI NMOKa3HWKIB NPUPOCTY 0O3BOMSE
BU3HAYMTN 3POCTAHHA KOHKYPEHTOCMPOMOXHOCTI. [115 OUiHIOBaHHA 34aTHOCTI aBiakoMnaHii 3a6e3ne4vnT NPOrHO3Hi NpYpocTn
3Ha4yeHb NOKa3HUKIB (hiHAHCOBO-PECYPCHOro CTaHy 3anporoHOBAHO 3aCTOCOBYBATW METOA, HAboPpy KOHKYPEHTOCMPOMOXXHUX
€NEMEHTIB /19 PaHroBoi OLiHKM KOHKYPEHTOCMPOMOXKHOCTI aBiakoMnaHii 3 BpaxyBaHHSAM SIKOCTi HagaHHsa asianocnyr. OuiHka
PiBHSA KOHKYPEHTOCMPOMOXXHOCTi NPOBOAMNACA AN Taknx aBiakoMnaHin: MNpAT «YKpaiHCbKi BepTonboTu», «Po3a BiTpiB», «Xopc»,
«THT», «Aepo-HapTep» Ta iH. 3a [ONOMOrot 3anponoHOBAHOrO METOAY MOXXHA CMPOrHO3yBaTU NOKa3HNKN 06CcAriB peanisadii
Nocnyr i BU3HA4YUTN PiBEHb KOHKYPEHTOCMNPOMOXXHOCTI aBiakoMMnaHii Ha aBiauiiHOMy PUHKY.

Knio4oBi cnoBa: aBiakoMnaHisi; KOHKYPEHTOCNPOMOXXHICTb, OLiHIOBaHHS; (hiHAHCOBO-PECYPCHUI CTaH; KOHKYPEHTOCMPOMOXHi
€NTeMEHTI; KOMIMEKCHWI Nigxia; YucTuid goxia; AKiCTb aBialiiHuX Nocnyr.

Mo6epexHas 3. H.

KaHauaaT 3KOHOMUYECKMX HayK, OOLEHT Kadenpbl 3KOHOMWKM, HaumoHanbHbIn aBnaunoHHbIn yHuBepeuteT, Knes, YkpauHa
KomnnekcHas oLieHKa ypoBHS KOHKYPEHTOCNOCOGHOCTN aBMakomMnaHui

AHHOTauusa. B matepuane ctatby Ha OCHOBE KOMMAEKCHOro nogxoda onpefderneHbl MeTodbl M MokasaTeny OUEHKN YPOBHS
KOHKYPEHTOCMOCOBHOCTY aBMakoMnaHny 3a PECYpPCHbIMU U PbIHOYHbIMK HanpasneHnsamn. O60CHOBAHO, YTO UCMONb30BaHNe
MeTOfa MEePCMNEKTUBHON OLEHKM (PMHAHCOBO-PECYPCHOMO COCTOSIHWA aBMakoMMaHun npeaycMaTpuBaeT pacyeT rnokasartenein
(hHaHCOBOW YCTONYMBOCTH, AEN0BOIN aKTUBHOCTM M YUCTOrO foXo[a Ha Gnvpkaiwmve Tpu roga v npu nonyyYeHnn nokasartenemn
npupocTa MNo3BoMsieT onpefenuTb POCT KOHKYPEHTOCMOCOBHOCTU. [N OueHKM CrMOoCOGHOCTM aBuMakoMnaHum obecnevuntb
NPOrHO3HbIE MPUPOCTbLI 3HA4YEHWI NokasaTenein NHAHCOBO-PECYPCHOr0 COCTOSHUS MPEQJIOKEHO MPUMEHSATb MeTog Habopa
KOHKYPEHTOCMOCOOHbIX 3fIEMEHTOB AN PaHroBOW OLEHKN KOHKYPEHTOCMOCOOHOCTU aBUakoOMMNaHmM C y4eTOM KavecTsa
npepocTaeneHns asmaycnyr. OueHka YpOBHS KOHKYPEHTOCMOCOBGHOCTY MPOBOAUSAACh AN CreayroLmx asuakomnaHuin: YAO
«YKpanHcKune BepToneThbl», «Po3a BETPOB», «Xopc», «THT», «Aepo-HapTep» 1 gp. C NOMOLLLIO NPEeAnoXXeHHOro cnoco6a MoXXHO
CMpPOrHO3npoOBaTh Nnokasarenn 06beMOB peannaaumn ycnyr 1 onpeaennTb ypoBeHb KOHKYPEHTOCNOCOOHOCTI aBMakoMnaHunm
Ha aBNaLIOHHOM PbIHKE.

KntoyeBble cnoBa: aBMakOMMaHWs; KOHKYPEHTOCMOCOBHOCTb; OLEHKa; (PUHAHCOBO-PECYPCHOE COCTOSIHUE; KOHKYPEHTO-
CMOCOOBHbIE 3NEMEHTbI; KOMMMEKCHbIA NOAXO0A; YACTbI [OXOA; Ka4eCTBO aBNaLMOHHBIX YCAYT.

1. Introduction
Enterprise’s stronger competitiveness requires ensuring

e it has to provide objective evaluation of the product com-
petitiveness in the business environment, including expert

the growth of its sales in products or services. Yet, evenrise in assessment;

sales volumes may produce meaningful results only if it is ac- ¢ it should take into account the balance of interests of pro-
companied by positive outcomes in enterprise’s profits, cost ducer and consumer;

of sales etc. e indicator is to facilitate factor analysis (the value of the indi-

The choice of specific indicator (group of indicators) for
the goods and services’ competitiveness assessment is de-
fined by the following criteria:

e indicator have to show the results of business process in

cator of the competitiveness should be statistically signifi-
cant, variable, keeping with the changes of the internal and
external environment).

For the airline, these criteria preclude primary assess-

production, promotion and sales of the product;
e it should reflect performance of the company across all
business processes for certain product;
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ment of the financial capabilities to ensure competitive-
ness, and comparative assessment of the competitiveness
to other players on the market. While competition on the air
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transportation market is growing sub-
stantially, the issues of competitive-
ness are turning vital for the airlines.
Expansion by the foreign carriers on
the Ukrainian market, much more po-
tent and large, may undermine po-
sitions of domestic companies and
even drive them out of business. Thus,
adequate assessment of Ukrainian air-
lines’ competitiveness is turning into
an important element of their survival
and further development strategy.

In the first half of the year 2017 the
Ukrainian market of passenger air traf-
fic continued to show steady growth
(Figure 1). During this period, the total
of 18 domestic airlines provided ser-
vices of passenger transport, but al-
most 95 percent of the gross passen-
ger traffic was carried by five leading
companies (Ministry of Infrastructure
of Ukraine, 2017):

«Ukraine International Airlines»,
«Windrose airlines»,

«Azur Air Ukraine»,

«Atlasjet Ukraine»,

«Bravo Airways».

«Bravo Airways» airlines increased
passenger traffic 4.5 times compared
to the first half of 2016, «Windrose air-
lines» - 4.3 times, «Atlasjet Ukraine» -
2 times, «Azur Air Ukraine» by 47 percent, and «Ukraine Inter-
national Airlines» by 24.1 percent. The growth of passenger
traffic in the first half of 2017 mostly relied upon expansion of
the international flights. Ten domestic companies had regular
international flights from Ukraine to 42 foreign countries, and
25 foreign companies were flying from Ukraine to 24 coun-
tries of the world. Domestic airlines carried around 2,622 thou-
sand passengers, while the foreign companies - 2,111 thou-
sand passengers (the growth of 27,6 percent and 22,5 percent
respectively). During this period, domestic companies added
7 international flights to their schedule, and the foreign com-
panies - another 2.

We see significant increase (by 77 percent) in number of
the passengers carried by Ukrainian companies in irregular
international flights: within revised time lapse 13 Ukrainian
companies carried 1,514.8 thousand passengers. Major
share (90 percent) is held by 4 airlines: «Windrose airlines»,
«Azur Air Ukraine», «Ukraine International Airlines» and
«Bravo Airways».

Five domestic airlines accounted for 423.3 thousand
air travellers on regular domestic flights between 9 cities of
Ukraine (22.6% growth compared to the first half of 2016).

Average seat occupancy rate for Ukrainian companies
was 74.3% for international flights, and 70.7% - for the do-
mestic ones (compared to 76.6% and 72.6% in first half of
2016 respectively).

2. Brief Literature Review

Comprehensive assessment of the airline’s competitive-
ness was studied by many scholars in Ukraine, and abroad,
namely: Averichev (2010), Arefyeva (2011), Arefyev (2012),
Astapova (2013), Lozhachevska (2008), Sych & Kyslyi (2009),
Mezentseva (2011, 2013a, 2013b), Chmil (2016), Ansoff &
McDonnell (1999), Fatkhutdinov (2002), and Yudanov (2001).
Approaches to the evaluation and development of assessment
of the airlines were developed by R. Doganis, V. M. Zagorulko,
O. V. Grechko and others.

Numerous publications on the subject confirm the validi-
ty of our research. At the same time, a number of theoretical
and applied research questions on the approaches and me-
thods of assessment of the airlines’ competitiveness remain
unresolved. There is some space for further improvement of
the ways to assess the Ukrainian airline’s competitiveness on
the national market of air transport: assessment according
to the airlines ranking estimates, with the indicators of their

ECONOMICS AND MANAGEMENT OF ENTERPRISES

Fig. 1: Volumes of the Ukrainian passenger air traffic
in the 1%t half of 2007 - the 1st half of 2017, in thousand passengers
Source: Built by the author based on data by the Ministry of Infrastructure of Ukraine (2017)

financial viability, business activity or net income should pro-
vide us with proper insight into prospective dynamics of com-
petitiveness.

3. The aim of the article is to define methods and crite-
ria for assessment of competitiveness of the airline, based on
combination of resource assessment and ranking estimates.

4. Results

There is a variety of methods to assess competitiveness of
the goods or services. The choice of specific method for the
assessment depend on the nature of goods (consumer pro-
duct, service or products for industrial use), available informa-
tion, urgency of assessment, target audience, resources avai-
lable (including financial resources) etc.

The final purpose of the airline’s competitiveness are, as
always, higher profits and overall increase in profitability, ex-
pansion to the new markets and company’s sustainability.
The improvement of the financial situation of the airline could
be attained due to better quality of the services provided, re-
source efficient methods, logistical development, and social
development programs. Every step to improve any of those
areas of business activities has direct impact on the increase
of profits, thus contributing to the overall growth of the air-
line’s competitiveness.

The major factor behind the building of financial capacities
is airline’s financial situation. To assess the financial situation
we need to define estimates, to chose proper methods of their
evaluation and to characterize these estimates according to
the assessment framework. The main goal of the financial si-
tuation assessment is to define the sources of sustainable de-
velopment and improvement as they are instrumental for the
future of the airline. Let us analyse main estimates according
to the following indicators:
¢ property status of the airline and its profitability;
liquidity, capacity to pay and credibility;
financial sustainability and health;
cost-effectiveness;
business activity.

Forecasting of the financial viability of the airline was
based on data of forecast balance for PJSC «Ukrainian Heli-
copters» (see Table 1). We used reports and working papers
of research studies «Financial planning and institutional sup-
port of quality management in aviation companies under glo-
balization» (state registration 0113U000584, 2012-2015), and
«Financial support for the integration development and quality
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Tab. 1: Prospective values of the indicators of financial
viability for PJSC «Ukrainian Helicopters»

Source: Elaborated by the author

at the aviation companies under globalization» (2015-2018) by

the chair of finances, audit and accounting of National avia-

tion university.

According to the forecasting, indicators are growing. Yet
their values do not meet optimal references, thus additional
optimization of the capital is required.

According to our analysis and forecast, competitiveness
of the enterprise could be augmented with the following mea-
sures:

e increase in the portion of own means in the capital structure
of the enterprise;

e increase the volume of sales to the zero net revenue at
the initial stages, with further growth of the revenues (see
Table 2);

e reduce debt ratios;

e consolidate the highly marketable assets which could be
used to meet short-term liabilities;

e after zero net revenue will be reached, to insure higher pro-
fitability with set investment return ratio;

¢ define the life-cycle for each service, provided by the enter-
prise, to develop forward-looking pricing and product line
policies, which is instrumental for achieving competitive-
ness and influence performance by the enterprise.

Tab. 2: Forecasting of net income and business activity
for PJSC «Ukrainian Helicopters»

Source: Elaborated by the author

Forecasting of net income of the enterprise (see Table3),
which is value of the sales volume, was based on the finan-
cial forecast of the airline. Expected assets turnover with over-
all decline of their volume was set as the growth factor of net
income.

Thus, according to the forecasting assessment of the fi-
nancial situation of business activity we established that
while the airline is improving its financial viability that brings it
growth in net income due to the better practices in marketing
and sales promotion of air transport services.

To evaluate whether the airline is capable to insure fore-
cast growth in net income, we assessed its performance with
the set of competitive elements. This method is used to de-
fine competitiveness of the enterprise and is based on the as-
sumption that competitiveness of its products is the main ele-
ment of the overall competitiveness (in our case we are as-
sessing competitiveness of the air transport services). We are
ranking main indicators of the competitiveness to study com-
petitiveness of the enterprise. In our research we used the
following indicators: convenience of service, cost of service,
quality of service, service advertising, and service safety.

Tab. 3: Matrix of determining competitiveness
of air transport services per unit of product

Source: Elaborated by the author
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The sequence of investigation should be as following:

1. The list of indicators is built (IND,, where j=1 ... m), to as-
sess the competitiveness of the specmc product (service)
under investigation.

2. With the expert evaluation we established weight for each
indicator in the overall assessment (Vaga,, where j=1 ... m),
provided that ZVagaJ = 1. (In our research we approached
representatives of airlines and other aviation companies as
experts who ranked our indicators of convenience of ser-
vice, cost of service, quality of service, service advertising,
and service safety, and compared these indicators to the
reference values)

3. Marketing departments of the airlines, whose performance
we investigated, determined their competitors with similar
products on the market.

4. According to the data obtained, we built the matrix of de-
termining competitiveness of air transport services per unit
of product (see Table 3).

5. According to the absolute values of the indicator the ranks
of the units of services were defined (R ).

6. We calculated the general rank of the product unit by every
airline under investigation against the weight of the indica-
tor according to the formula:

Rang, :ZRZ, *Vaga, (1)

7. When the general ranks of the units were established, we
defined company-leader (L) and company-outsider (A) for
each unit of the product, and determined the gap between
the leader and the outsider (Dv) according to the formula:

Dv= Rang, - Rang, 2

The gap between the leader and the outsider provided the
picture of companies’ allocation on the market, within com-
petitive environment. Radius of the leaders’ (outsiders’) cir-
cle equals one fourth of the distance between the leader
and the outsider (Dv).

8. Competitiveness of the air transport services per unit is de-
fined according to the formula:

Ksop, = (Rang, - Rang, )/Dv (3)

9. The level of competitiveness of the enterprise is defined as
an average rank of competitiveness along the full spectrum
of the products.

We calculated the competitiveness according to the me-
thod specified above for the group of Ukrainian airlines using
their data (see Tables 4-7). As a foundation for our assess-
ment we took the following set of indicators (IND ):

1) convenience of service;

2) cost of service;

quality of service;

service advertising;

service safety.

According to our estimates, we defined ranks of the air-
lines, which are providing air transport services in the sectors
of passenger traffic (see Table 4), cargo traffic (see Table 5)
and air ambulance services (see Table 6). General ranks show
that PJSC «Ukrainian Helicopters» is the overall leader com-
paring to the rest of companies (according to the research
study 0113U000584).

The competitiveness of the services that PJSC «Ukrainian
Helicopters» is providing has the best values. The assessment
of the competitiveness of the enterprise (see Table 7) con-
firms that this company keeps its leading position provided
implementation of our quality evaluation proposals. As we
see in the Table 7, PJSC «Ukrainian Helicopters» aggregated
rate of competitiveness at 19.96, KHORS airlines is second
with 16.61, and TNT Airways is last with only 7.38. Thus, in
case of implementation of the quality improvement measures,
PJSC «Ukrainian Helicopters» will have the highest increase in
net income in next three years.

Based on the study, we propose a number of measures to
improve competitiveness of the airlines:

3
4
5

==
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Tab. 4: Matrix of determining competitiveness of air transport services per unit - passenger traffic

Source: Elaborated by the author

Tab. 5: Matrix of determining competitiveness of air transport services per unit - cargo traffic

Source: Elaborated by the author

Tab. 6: Matrix of determining competitiveness of air transport services per unit - air ambulance

Source: Elaborated by the author

Tab. 7: Assessment of the competitiveness of the airlines

Source: Elaborated by the author

1) Airlines management should be based upon principles
of modern marketing to consider market conditions and
trends in demand for air transport;

2) It is important to ensure steady modernization of current
air fleet, maintain replacement planes not just for speci-
fic international air route, but for every single flight, prac-
tice creative approach to use of the whole air fleet of the
company;

3) Every employee of the airline must deliver his or her best to
ensure high standards of the flight safety and strict comp-
liance with the flights schedule;

4) Company should provide systematic approach to the pro-
fessional development of the staff, provide permanent and
targeted training for the employees;

5) The quality of the services, provided by the airline, should
be at best at each part of production process in air trans-

port - from purchase of ticket to the baggage claim at des-
tination airport. Special attention should be paid to the han-
dling of passengers’ claims in case of flight delays or bag-
gage losses;

6) Airlines should be persistent to expand its share on the
market;

7) Airline have to ensure permanent control over operational
costs, implement operational management to attain profi-
tability of every single flight in the course of booking, use
extensively computers at every stage of company’s ma-
nagement (especially for planning and control).

5. Conclusions

Comprehensive assessment of the airlines’ competitive-

ness requires comparison of individual data for different air-
lines operating on the same market, necessary to establish
composite factor of the competitiveness of the airline. To eva-
luate future competitiveness (for three years period) of spe-
cific airline we used prospective analysis of financial resour-
ces element in the competition on the air services market. We
found out that in case of implementation of the measures to
improve the quality of services, in next three years the air-
line attains the growth of both net income and profit. It is im-
portant to spend part of the profit to further cement compe-
titive positions of the company: to study consumer demands
and competitors development, to support advertising policy,
to expand to the international markets with new products, to
improve the quality of services, to modernise equipment, to
reduce operational costs, and to improve quality control and
management in company.
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