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Abstract. The issue of Ukrainian air transport system adaptation to the business practices of
European and world market has been urgent for the last twenty years. One of the main obstacles in
this process is domestic airlines and airports low competitiveness. Key factors in achieving the
competitive advantages by the air carriers are not only service cost but service quality, business
processes and management system organization as well. Nowadays, most airlines management
teams are conscious of the quality factor importance in the competition on both domestic and
international markets.

The airlines competitiveness on the air transport market has been evaluated in the article.
The airlines competitive recovery strategies have been determined according to the specific
development of the air carrier “MAU” on the air transport operations market. The ways of further
development of domestic airlines and the airline competitiveness management strategy have been
proposed.
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OLIIHKA KOHKYPEHTHOI O3ULII ABIAKOMITAHII «MAY»
HA PUHKY ABIANIEPEBE3EHbD

Anomauin. Ilpobnema aoanmayii yKpaincbKoi asiampancnopmuoi cucmemu 00 YMO8
QYHKYIOHYBANHA €6PONENCLKO20 MA CEIMOB020 PUHKIE AKMYAIbHA NPOMALOM OCMAHHIX 08a0Yamu
poxis. OOHUM 3 OCHOBHUX NEPEUIKOO ) YbOMY NPOYEC] € HUZLKA KOHKYPEHMOCNPOMONICHICIb NOCTY2
GIMUUBHAHUX asiakomMnaHil i aeponopmis. Knouosumu gakmopamu OocsieHenHs KOHKYPEHMHUX
nepesaz 6 pobomi asiaKOMNAHIl € He MINbKU 8ApMICMb 00CAY208Y8AHHS, Alle | AKICMb HAOAHUX
nociuye, opeauiszayis 0OizHec-npoyecie i cucmem ynpaeninusa. Cb0200HI KepieHUYymeo Oibuocmi
ABIAKOMNAHIL  PO3YMIE BANCIUBICMb (AKMOpa SAKOCMI 6 KOHKYPEeHmHIU OopomvOi SAK Ha
BHYMPIUHbOMY, MAK I HA MIHCHAPOOHOM) PUHKAX.
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B cmammi nposedeno oyiHKy KOHKYPEHMOCHPOMONCHOCMI ABIAKOMNAHII HA PUHKY
asianepesesenb Bionosiono 00 ocobausocmeti poszsumky asiakomnauii «MAY» na punxy
aeiampancnopmHuux nociye Oyno cpopmosano cmpamezii 3p0CMAHHA KOHKYPEHMOCNPOMONCHOCI
asiaxomnanii. byno 3anpononosano wiiaxu nooarvbuio2o po3eumKy 8iMYUHAHUX ABIAKOMNAHIN mda
cxemy Ynpasaints KOHKYPEHmMOCNPOMOICHICMIO ABIAKOMNAHIL.

Knrouoei cnoea: asiakomnanis, KOHKYPEHMOCHPOMOICHICMb, aBianepese3enHsl, MoOeb.

Introduction. The global financial and economic crisis of recent years, which has led to a
significant decline in production in the real sector of the national economy significantly influenced
the increased competition in the transport market as between different modes of transport (road, rail,
air, etc.) as transport enterprises of public, private ownership and entrepreneurs in the same field. In
addition, the inclusion of domestic transport in the global economic system revealed the presence of
complex problems in their activities given tough competition from foreign transport companies. In
these circumstances, the entities operating in this sector of the market, with great urgency facing the
task of finding effective methodological and practical approaches to ensure the high level of
competitiveness. An important part of the solution to this problem is a reliable methodology for the
analysis of competition in the transport market. After all, the competitiveness of any subject of
market relations can be defined only in the actual competition; so the question of strengthening
competitiveness should be considered in the light of the problems of competition efficiency and
competitive relationships.

Literature review. The achievements of native and foreign scholars on the airline’s
competitiveness, its modeling and the use of lagged models are in the works Helych A.O.,
Sych E.M., Kulayev Y.F., Zlamanyuka T.V., Podryezy S.M., Hurina G.S. and others. Analysis of
studies published in national and international scientific sources suggests a lack of research in this
area.

The purpose of the article is to assess the competitive position of the airlines in the airline
market.

Characteristics of the research sample. The competitiveness of the airline market for air
transport services can be assessed on five important criteria that have an equal degree of
importance: cost, productivity, service level, price factor and management.

To measure and assess the competitive position of the airline market, all used figures must
be objective and quantitatively determined.

Airline’s competitiveness indicators with which it can compare themselves with
competitors, and thus determine its competitive advantage and develop a strategy to increase
competitiveness, presented in Table 1.

Table 1
Criteria and indicators used for competitiveness evaluation of the airline
Criteria Indicators
C1 — costs C11 — expenses for 1 passenger seat per 1 hour of flight — min

C2— productivity C21 — workers productivity (for 1 UAH paid wages) — max
C22 —aircraft fleet productivity — max
C23 — seat occupancy rate — max

Cz —service level Ca1 — flights regularity level -» max
Cs2 —flights frequency — max
Caz3 — average age of aircraft fleet — min

C4 — price factor Ca41 — average fare — min

Cs— management Cs1— annual revenue growth — max

Cs2 — profitability — max

Cs3— market share

Cs31— market share by revenue — max

Cs32— market share by passenger traffic — max
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Costs (Cy): for airlines is very important to determine the optimal spending level and the
place where these costs arise.

Productivity (C2): firm’s productivity criterion reflects how well it sells its competitive
advantage in the market. The airline’s overall productivity can be divided into productivity of work,
aircraft fleet productivity and seat occupancy rate. The last figure is an indicator of the efficiency of
use of available facilities.

Service level (Cs): quality of service is one of the most important criteria for selecting flights
for business passengers and tourists. Service quality can be assessed by conducting market research
by surveys of passengers, for example. Level of regularity and frequency of flights can be used as
measurable indicators. The average age of aircraft fleet indicates flights’ comfort and safety.

Price factor (Cs): the price is always used as the main tool in the competition. The airlines
average ticket price (average fare) can be an indicator which reflects the airline's cost advantage
compared to its competitors.

Management (Cs): Management determines the efficiency of resource usage. The key
indicators which measure the effectiveness of management are increase of revenue, net profit, and
market share. Primarily, management reflects airline capacity to adapt to the market condition
changes, while maintaining their competitive advantages [1].

To assess the overall competitiveness of an airline's i-year can be used the next formula:

n X..
V, = L xw, 1
' JZ_;‘ max x; @
ne w; — scales criteria [2].
Table 2
Evaluation of the "UAI" airline’s competitiveness for 2008 - 2013
Year Overall assessment of the e .
o Airline's rating by years
competitiveness
1 2 3
2008 0,7034 3
2009 0,6636 5
2010 0,6681 4
2011 0,6417 6
2012 0,7112 2
2013 0,9047 1
The estimates presented graphically (Fig. 1.)
Costs advantage
s 2008
Management . =2009
effectiveness Productivity 2010
2011
—2012
Price advantage Service level 2013
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Fig. 1. The "UAI" airline’s polygon of competitiveness for the period 2008 — 2013

The analysis of the results and polygon of competitiveness above shows that the values of
the airline’s competitiveness were the highest in 2013. For this year the estimates are presented
graphically (Fig. 2).

Costs advantage
1

Management Productivity
effectiveness
— 2013
Price advantage Service level

Fig. 2. "UAI" airline’s polygon of competitiveness in 2013

The "UIA" carried 64% more passengers in 2013 than in 2012 and increased flight hours by
almost 52%, which in turn led to a significant increase in the value of the cost’s criterion advantages
,which increased by 72% in 2013 compared with 2012. Thus, despite the increase in total operating
costs - in 2012 they were 4% lower than in 2013 - the company increased the cost advantages due to
the increase in passenger traffic. On the other hand, airline fares significantly overstates. This is
because "UAI" focuses on wealthy clients who frequently fly to Europe. This leads to the fact that
most of customers take the "low-cost" companies. Productivity during last two years remains at
almost the same level that indicates the slight stagnation and partial usage of existing facilities. The
effectiveness of management in comparison with the year 2012 increased significantly, pointing the
orientation on the strategic plans. In general it can be asserted that the airline is developing rapidly
in comparison with previous years. The lowest airline’s competitive rates observed in 2011 because
of aircraft fleet obsolescence and loss in 92, 239 m. UAH (Fig. 3).

Significant increase in the "UIA" airline’s competitiveness in Ukrainian aviation market
caused by the bankruptcy of the "Aerosvit" airline. Today, among others ukrainian airlines, the
"UIA" airline takes the dominant position on passenger carrier market. Airline takes of about 700
international and domestic flights a week, and provides connections with routes to its international
partners in more than 3,000 cities. Since 2012, the airline launched a significant upgrade of aircraft
fleet, which currently consists of 38 aircrafts.

Consider the schedule of criteria values changes for years for a more detailed analysis.

Analysis shows (Fig. 4) that company achieved the biggest cost advantage in 2013. This is
due to the increase in the airline's fleet, rising fuel prices and the difficult economic situation in the
country. Between 2008 and 2011, the number of passengers has not changed and duration of hours
was low, which resulted to lower value in costs advantage criterion. Positive growth dynamics of
this indicator observed in 2012, due to the increasing number of passengers. In the future, the
growth criterion value can be predicted due to the increase in passenger traffic, but, on the other
hand, the growth rate may be reduced due to increased operating costs.
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Fig. 3. The overall competitiveness change of the ""UIA™ during the period of 2008 — 2013
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Fig. 4 Cost advantage change of ""UIA™ by years

As can be seen from the schedule (Fig. 5) the overall airline’s productivity did not increase
from 2009 to 2011. Increasing aircraft fleet productivity by 24% in 2012 compared to 2011
explained by lower returns 1 UAH. paid wages. But in the absence of plans for the staff
development, increasing productivity and reasonable policies focused on strengthen existing and
win new market position of passenger traffic, the total value of the criterion may fall to the level of
2012 and may grow only slightly.

1,5
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1 10,7148 0,6366  0,6503 %
P—————
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productivity
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year

Fig. 5. Productivity change of the ""UIA™ by years

The service criteria value (Fig. 6) gradually increases, wich can be explain by the airline’s
fleet modernization. On the beginning of 2010, the airline acquired two new airliner “"Boeing 737-
800". The year of 2012 airline finished with 20 aircraft, and at the end of 2013, there were 38.
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Upgrading increases passengers service and ensure their safety. It also reduces the average age of
fleet, which has a positive effect on the airline’s financial condition.
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Fig. 6. Changes in the service level of "UIA™ by years

The greatest price advantage airline achieved in 2010, which was due to falling prices in
UAH against foreign currency (Fig. 7). In general, prices are determined not only by company
managers but also by the current market competition between air carriers, so this criterion can be
considered as almost entirely dependent on environmental conditions. With a rapid reduction in
prices by other carriers the company can not maintain the current rate, and to stay on the market,
will be forced to reduce prices, too.
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Fig. 7. Change of price advantage of ""UIA" by years

As shown in Fig. 8. the indicators of airline’s effectiveness management criteria has rapid
falls and rises, that point on the instability of the indicator. Effectiveness management criteria
determine three main indicators: income growth, profitability and market share. From Table 3.2 can
be seen significantly decreased revenues in 2008 - 2011, due to the general crisis in the economy. In
the next two years, revenues increased at a significant rate, the airline increased its revenues by
50.5% in 2013 compared to the year 2012. In the future, under favorable macroeconomic situation
in the country and GDP growth can be predicted passenger traffic growth and, consequently, the
growth of revenue, but the growth rate may still be low compared to the previous period. Airlines
profitability vary from year to year, it reached the highest value in 2013 - 11.55%, while in 2012
only slightly exceeded the level of 2008.
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Fig. 8. Change of management effectiveness of "UIA™ by years

The market share of the airline stable and growing in very significant rate, which indicates
the presence of managers plans to expand its presence in the passenger carrier. Market share by
revenue increased by almost 40%, and for passenger traffic - by 46.5% compared with the year
2012.

Implications and conclusions. Forecasts of changes in the overall index of competitiveness
of "UAI" show that in the optimistic scenario, it is possible to predict a significant increase - with a
high GDP growth rate. For realistic option competitiveness index remain on the level of 2013, or
even decrease on condition of deteriorating economic situation in the country and further intensify
competition in the airline market.

By using lagged models were simulated competitiveness of "UIA". Under the prevailing
models the most potent competitiveness factors of potential is airline's overall productivity and
efficiency of management. Evaluation of competitive potential determines the inefficiency and lack
of capacity building processes for the formation and competitiveness of the airline. This situation
caused to the resource depletion of growth potential, lack of company’s strategic orientation,
reproductive production processes and marketing research.

This models of the airline’s competitive potential are indicators of processes of increasing or
decline. The dynamics of competitive potential variables enables systematic control of investigated
processes.

According to the features of the "UIA™ in the market for air transport services was formed
competitive growth strategy. The ways of further development of national airlines and scheme of
management competitiveness of airline where suggested.
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