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The present day globalization in economy is closely connected with the development of air transport-one of the fastest growing
sectors of economy, which provides long-distance transport, primarily to passengers. The mobility of population has increased and
as a consequence the single transport space has been formed. After the crisis of 20152016 the economy of civil aviation is
characterized by the rapid growth, increased passenger turnover, a high percentage of seat occupancy and the change in the
structure of the air transportation market. The state of the air transportation market is characterized by globalization, deregulation,
information and privatization. The services which air companies offer to the market are related to a high-tech product. At the same
time, modern conditions require airlines to take measures to improve their performance, taking into account the internal and
external factors affecting this business, as well as a set of incentive measures for workers in this industry. Thus, the article discusses
the process of industry deregulation, gives several examples of market functioning models, highlights their main characteristics and
shows options for making managerial decisions. Efficiency evaluation is a prerequisite condition for the implementation of airline
development strategies. The principles of market economy required the restructuring of relations in distributive system and material
incentive. In this regard, we summarize the experience of several labor remuneration decisions, as an integral part of airline
management. The article gives an overview of the modern air transportation market characteristics, identifies the problems and
prospects for its development. The relevance of the article is stipulated by the expanded presence of airlines in the world market
and, as a consequence, by the necessity to investigate the up-to-date trends in market development, exposure the main factors that
affect the competitiveness of air companies. The article is of interest for aviation experts as well as for readers who are keen on
aircraft.
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INTRODUCTION

In the present day conditions of globalization in the basic processes of social and economic life
of mankind, the possibility of rapid movement for people and cargo for long distances to various plac-
es, including the remotest destinations of the world, makes the air transportation market one of the
most promising and dynamic transport markets.

The development of aviation has led to the increase in mobility of population and to the
decrease of distances between different regions of the world. The service of single transport, finance,
telecommunication and production has been formed. Due to these changes, airlines must timely
modify and improve their work efficiency, revise the organizing mechanism of the enterprise
economic life, re-think the conceptual approaches, and change the business model itself.

MODELS OF AIR TRANSPORTATION MARKET

There are three main models of the passenger air transportation market: paternalistic, liberal
and mixed. By_the paternalistic model we understand large airlines controlled by the state. The
examples are countries such as: Thailand, Singapore, UAE, Finland, and China. By the liberal model
we observe the state provided free competition and the state itself does not interfere in the economic
activities of airlines.

Russia, Italy, Malaysia, etc. adhere to the principles of market competition and consequently,
implement a mixed model. The market of air passenger transportation in these countries is
characterized by the fact that the state, as a rule, owns the controlling stake in the airline and affects its
production activities, restraining competition.
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AIR TRANSPORT MANAGEMENT

The efficiency of the airline in the management of passenger traffic is considered when we take
into account the development trends of the air transportation industry: the expansion of the air
transportation market including the tourist segments of the market; Erasing the boundaries between
regular and charter airlines; growth of costs (aircraft-engine fleet, control and transportation control
systems). The current state of the market is characterized by: globalization; deregulation;
informatization; privatization.

MOTIVATION OF STAFF

For effective functioning of the airline, it is necessary to use every employee’s diversity for his
psycho-physiological and motivational potential. In Russia, nowadays, grading is widely used (evalua-
tion of the employee by his rank in the company). In Sweden, for example, equal pay for equal work is
established. In Japan, two rates are used: personal (based on seniority and age of employees) and labor
(depending on the qualification and performance of work). The system of individualization of wages is
applied in France. The UK implemented the system of payment for individual contracts. In the US, the
combination of piecework and time systems, applicable collective bonus systems are often available,
individual enterprises apply the system of labor remuneration, in which the increase depends on the
growth of skills and the number of professions mastered.

Pilots are the most expensive specialists in the labor market in terms of price/ labor ratio. The
average monthly salary of the captain of foreign types of aircraft in 2016 amounted to: in the US —
from $11 to $33 thousand; in Europe — about 7 thousand euro; in Turkey — about 3,5 thousand euro,
but additional compensations are paid; in Russia — from $5 to $10 thousand; China — up to $29 thou-
sand. The salary of pilot flying in the low-cost companies is more modest. For example, in Jet Blue it
is about $7.7 thousand'.

ECONOMIC INDICATORS

The airline, having a set of basic economic indicators, conducts a comparative analysis which is
the basis for management decisions made. However, the structure of the operating costs for airlines
flying along long-haul routes and airlines serving routes of short distances is very different. The
strategy of enterprises is also different. A number of airlines perform a significant share of technical
maintenance of an aircraft engineering on their own, have their own handling units, others, turn to
service-oriented companies.

Accordingly, the structure of income and expenses in airlines differs from each other. The
economic indicators used are: the number of passengers carried, the volume of traffic carried, the
number of aircraft and motor fleet, etc. One of the indicators of the airline's efficiency is the ratio of
the result achieved to the investments in personnel.

EFFICIENCY OF AIRLINES

It is important for the airline to monitor performance in comparison to other air carriers.
Carrying out a comparative analysis, managers work in the direction which is aimed at the airline
performance improvement. The efficiency of functioning including technical, economic and financial

! CkonbKo MONMy4aroOT MHIOTH KPYIHEHIIMX MHPOBBIX aBHAKOMIaHMii [DnexTponHbii pecype] / PBK. Pexum mocryna:
https://www.rbc.ru/photoreport/15/06/2017/5941b2459a7947d315cafd45 (nara obpamenwus: 24.08.2018).
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indicators is determined by the DEA method (data envelopment analysis) [13]. With the help of this
method, the limits of the airline production capabilities are built, and their effectiveness is estimated.
The evaluation of functioning efficiency is a prerequisite for the development and implementation of
the airline development strategies. Evaluation of airlines efficiency is important from the position of
shareholders, investors, and the society as a whole.

CHARACTERISTICS OF THE AIR TRANSPORTATION MARKET

We are going to analyze the development of air transportation world market in the past 5 years.
Freight air transport, the volume of cargo, express and diplomatic mail, transported at each stage of the
flight (starting from take off of the aircraft to the next landing), are measured in metric tons multiplied
by the number of kilometers traveled. Figure 1? shows the dynamics of air cargo transportation
performed by the world transportation leaders.
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Fig. 1. Air cargo transported by world leaders in 2013-2017, million tons-km

Looking at the volume of air cargo we see that the world leaders in transportation are the Unit-
ed States, China, the United Arab Emirates, Hong Kong, South Korea. If we compare years 2017 and
2013, we can see that the indicators increased by 12—45% for all countries except South Korea
(a decrease of 1%). The decrease in freight traffic was noted in the United States in 2015 and in South
Korea in 2016. In the remaining periods, all the surveyed countries had an increasing rate of air cargo
transportation.

The US is the leader. In recent years, the US market has shown moderate growth, due to its
maturity. The growth of transportation in the region is facilitated by the favorable economic situation
and economic growth of the country [16, p. 78]. Passenger air transportation is shown in Figure 2.
The amount of passengers transported by airplanes includes both domestic passengers and passengers
of international air carriers registered in the country.

2 Bospymbiii  Tpancropt  [DnexkTpoHHbId  pecypc] /  MwupoBod  armnac  JaHHbBIX.  Pexxum  gocryma:
https://knoema.ru/atlas/topics/TpancropT (nata ooparenus: 24.08.2018).
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Fig. 2. Dynamics of passenger transportation by air transport performed by world leaders in 20132017, mil

For all the leading countries there has been an increase in the rate of passengers transported by
air over the past 5 years. At the moment, the undisputed leader in terms of passenger traffic — is the
United States. The country shows a high rate due to the great intensity of domestic traffic to the
extensive areas, the relatively even location of large cities in the eastern part of the country, as well as
a high degree of mobility of the population.

The dynamics of the world’s passenger flow is presented in Figure 3°.
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Fig. 3. Dynamics of world passenger traffic in 2013-2017, billion people

It is evident that the world passenger flow increases annually. The main factors that influenced
the world demand dynamics in 2017 (8% growth) were the following two — gradual growth in demand
from the countries of the East and the continued collapse of oil prices, which led to the decline in fuel
prices and the cost of flights.

The dynamics of the registered take-offs of air transport will be studied in Figure 4°. The
number of registered take-offs of air transport is the domestic and foreign flights that have been
registered in the country.
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All the countries surveyed, with the exception of the United States, recorded the annual
increase in the rise of air transport, and the US had only growth in 2016 (although it is the largest in
the world, the US remains the leader). We will analyze the main indicators of civil aviation in the Rus-
sian Federation in Table 1°.

Table 1
Analysis of the main indicators of civil aviation in the Russian Federation in 2013-2017
From
Indicators 2013 Yr. | 2014 Yr. | 2015 Yr. | 2016 Yr. | 2017 Yr. 2017 to
2013
Dynamics of passenger traffic 2252 2414 226,8 215,6 259.4 342
in the country, billion pass. km.
Dynamics of cargo turnover 5011591 | 5151564 | 5450618 | 6579350 | 7591534 | 2579942
in the country, thousand tkm
Passenger transport volume, min. 85 93 92 89 105 20

The freight turnover in the country increased annually over the last 5 years. Such indicators as
passenger traffic and passenger transportation increased in 2014 and 2017 and declined in 2015-2016.
In general, the contraction of the air transportation market in 2015-2016 was due to both the general
economic decline, the decrease in real incomes of the population and the devaluation of the ruble,
which led to the rise of air tickets cost and holidays abroad, as well as a number of external factors un-
related to the economy. In particular, the shock to the Russian air transportation market was the cessa-
tion of air travel between Russia and Egypt and the suspension of almost for a year the charter flights

3 Key performance indicators of civil aviation [Dnexkrponssiii pecypc] / deaepaibHOe areHTCTBO BO3IYLIHOTO TPAHCIIOP-
ta. Pexxum noctyna: https://www.favt.ru (nara oopamenus: 24.08.2018).
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with Turkey®. At the same time, it was Turkey and Egypt that together accounted for about 40% of the
organized outbound tourist flow from Russia [11, p. 185]. The maximum decrease in the number of
passenger air travel was achieved in 2016, when the decline was 4%. There have been major changes
during these years: a decrease in real incomes of population, partial reorientation to domestic tourism.
But in just 2017, the airline market was marked by a large increase by 19%, because of: deferred de-
mand; strengthening of the ruble, which had a positive impact on international flights; the growth of
domestic resort flights, flight resumption with Turkey and partially with Egypt, the increase of the
low-cost airlines flights share by 30% and a 7% decrease in prices due to the refusal of carrying bag-
gage and elimination of catering on board. It is possible to analyze the dynamics in the number of pas-
sengers carried by the largest companies of the Russian Federation in 2013-2017 in Table 2°.

Table 2
Dynamics in the number of passengers carried by the largest companies
of the Russian Federation in 2013-2017, mil
From
Name of airline 2013 Yr. | 2014 Yr. | 2015 Yr. | 2016 Yr. | 2017 Yr. | 2017 to
2013
Aeroflot—Russian Airlines 20,9 23,61 26,11 28,98 32,85 12
Russia 4,6 5,2 4,75 8,1 11,15 7
Siberia 7,1 7,9 8,2 9,5 9,95
UralAirlines 4.4 5,1 5,4 6,47 8 4
"UTairAviationCompany 8,2 8,56 5.5 6,65 7,3 -1
Transaero 12,5 13,2 11,2 0 0 -13
The share of 5 airline-leaders in terms of
the number of passengers carried from the 63 62,8 61,4 67,4 65,9 3
total volume of civil aviation,%

The past 5 years showed a rapid growth among the following airlines: Aeroflot, Russia, Siberia
(S7), Ural Airlines. The share of the 5 leading airlines in terms of the passenger number carried has
also increased by 3 percent from the total volume of civil aviation. At the same time, 85-90% of
Russian carriers are weak in terms of their material base, financial capabilities and other indicators.
The remaining 10% of airlines account for a greater number of air traffic, for example, such leaders as
Aeroflot, UTair, Siberia, etc. [10, p. 58].

The Russian air service market is characterized by a differentiated oligopoly: the presence of
several large airlines, differentiation of products (on the time of flight departure, on the quality of
service on board, on advertising campaigns, etc.) [1, p. 19].

PROBLEMS AND PROSPECTS OF AVIATION SERVICES MARKET DEVELOPMENT

The total volume of the results shown by the Russian airlines differs significantly from the re-
sults of the world's leading air carriers (American Airlines, United Airlines and Delta Air lines, Turk-

* Bromnerenp 0 TEeKyIIUX TEHACHIMSIX POCCHICKOW SKOHOMHKM [DJNEKTPOHHBIH pecypc].
http://ac.gov.ru/files/publication/a/14861.pdf (nara obpamenus: 24.08.2018).

> Passenger transportation [neKTpoHHbI# pecypc] / denepanbHOE areHTCTBO BO3YIIHOTO TPaHCIOpTa. PeskuM jocTyma:
https://www.favt.ru (nata oopamenwus: 24.08.2018).

Pexxum pmocryna:
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ish Airlines, Lufthansa, Air France and British Airways, Qatar Airways) as much as dozens of times
(according to profits, number of passengers carried, etc. .), Russian airlines also loose in the quality
and diversity of services and customer services, in terms of technical equipment, frequency of flights,
the number of routes in certain directions, etc.

Despite the number of undeniable advantages of Russian air carriers (low tariffs for
international flights, the efficiency of the route network, the successful geographical location of
Russia, linking Europe and Asia), there are different points of view and a number of shortcomings and
problems in the market of aviation services.

Kholopov K.V. and Sokolova O.V. think that in terms of cargo transportation, Russian
transport companies have poorly organized transportation process; there are too many air carriers on
the routes [14, p.119]. Nikiforova N.Y.U. believes that most Russian transport companies need to
upgrade their fixed assets. The existing problem is particularly related to airlines [9, p. 124]. In Russia,
about 80% of air travel is from Moscow, to Moscow or through Moscow [6, p. 189]. Jamay E.V. and
Demin S.S. think that the development of air transportation market in the country is hindered by the
insufficient development of the airport infrastructure in some regions of the country [4].

Another problem is the lack of investment. Today, the main pusher of transport infrastructure
development sector is public investment in various targeted programs, including private investment
which is also important for the successful development of transport infrastructure®.

According to Khryseva A.A. and Chekalova A.A. it is necessary to increase attention to the de-
velopment of safety management systems for aircraft, develop regional and local airports and widely
introduce IT technologies [15, p. 54].

Toporkov A.M. believes that it is necessary to develop the Russian domestic aviation industry
in such areas as modernization of aircraft industry complex technological base; formation of a full cy-
cle development and production of civil aircraft; improvement of lending mechanisms for the supply
of domestic aviation equipment and the aviation leasing system; improvement of state regulation and
corporate management system in aviation industry; formation of a large-scale long-term program for
state purchases of aviation equipment [12].

In order to increase the profitability of Russian airlines, it is necessary to optimize costs
through energy-efficiency programs, including methods like updating the fleet of aircraft; creating
loyalty programs; increasing the motivation and qualification of staff [2].

Danilin A.A. considers that it is necessary to reduce the rate of value added taxes on the
transportation of national airlines within Russia; create the conditions for the acquisition of domestic
aircraft (interest rate financing, soft loans and loans, subsidies) by Russian air carriers; improve the
regulations and standards for luggage transportation, registration of passengers, in general, the
provision of services by Aeroflot [3].

According to the opinion of Matveeva AV and Maltsev AA. the development of low-cost
airlines will accelerate the dynamics of world passenger traffic [8, p. 80].

Problems in the low-cost passenger air transportation market in Russia require special attention.
At present we can only see "Pobeda" airline in the segment of domestic low-cost airlines while several
years before there were SkyExpress, "Avianova", "Dobrolet" airlines [5, p. 176].

Matveeva A.V. believes that an effective mechanism for the development of local and regional
passenger air travel in Russia lies in the development of low-cost airlines and the formation of low-
cost units [7].

6 O0630p poccHiickoro TpaHcopTHOrO cekropa B 2016 romy [DnexTpoHHBIH pecype]. Pexum goctyma:

https://assets.kpmg.com/content/dam/kpmg/ru/pdf/2017/04/ru-ru-transport-survey.pdf (zara oopamenwus: 24.08.2018).
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CONCLUSION

The globalization of economy has significantly changed the structure of air transportation and
increased the requirements for the efficiency of transport systems. This article provides an opportunity
to visualize a number of hidden problems that enable the state and the leadership of airlines to
concentrate their efforts on such measures that will improve the overall indicators.

The current state of the aviation services industry, taking into account the high-tech nature of
its development, involves all kinds of innovations. It is necessary to renew fixed assets, increase
investment, develop airport infrastructure, introduce IT technologies, and increase flight safety.

The further development of aviation services market in Russia, the development of domestic
aviation industry, the increase in low-cost units (low-budget air passenger services), the development
of regional and local airports, and the improvement of airline taxations is necessary.

Taking into account the experience of leading airlines, it is necessary to raise the salaries of the
airline personnel, to improve aviation services: to create loyalty programs, to promote sales through
mobile applications, to improve the comfort of flights (comfortable seats, interesting entertainment,
USB connectors, the use of headphones with noise reduction, flexible configuration of seats in the cab-
in, the possibility of organizing on-board business meetings, etc.).

The authors used scientific and analytical works of scientists specializing in aviation transport
issues, as well as the Internet materials.

The recommendations given in the article can be used at different levels of the airlines
management decision process.
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HEKOTOPBIE ACIIEKTBI PBIHKA ABUAIIMOHHBIX YCJIYT

A.B. Hapngomm1
!dpple Retail, 2. Bena, Ascmpus

HemHemmsis riobanm3anust MEPOBOM SKOHOMHKH TECHO CBSI3aHA C Pa3BUTHEM BO3IYIIHOTO TPAHCIOPTA, KOTOPBIH SBISETCS OTHON
U3 CaMbIX OBICTPOPACTYINUX OTpacieil SKOHOMHKH, 00ecIiednBas JabHIE TIEPEBO3KH, MPEXIE BCEro maccaxupos. [1oBbicumach
MOOHMIIBHOCTb HACEJICHHs, 00pa30Bajloch €OWHOE TPAHCIIOPTHOE HPOCTPAHCTBO. DKOHOMHUKA TIPAKAAHCKOW aBHAIMHU TIOCIE
kpmsuca 2015-2016 romoB xapaxrepusyercsi OBICTPBIM POCTOM, YBEIMYEHHEM IacCaKUPOOOOpPOTa, BBICOKUM IIPOLIEHTOM
3aHATOCTH Kpecesl, 3MEHEHHEM CaMOW CTPYKTYphI phIHKA aBHarepeBo30K. COCTOSHHE phIHKA aBHAIEPEBO30K XapaKTepPU3YIOT
rofanu3aIys, JeperympoBanue, HHGopMaIs, IpUBaTU3allKsl. BricTaBiseMble aBUAKOMITAHUSIMH Ha PHIHOK YCITYTH OTHOCSATCS
K BBICOKOTEXHOJIOTHYHOMY MPOAYKTY. B TO >ke Bpemsi COBpeMEeHHbIE YCIIOBHS TPEOYIOT OT aBHAKOMIIAHWH NPHHATHS Mep U
MOBBILIEHUST X 3()(HEKTUBHOCTH (DYHKIIMOHUPOBAHMS C Y4ETOM BHYTPEHHHX M BHEHIHHX (DAaKTOPOB, BO3/IEHCTBYIOIIMX HA 3TOT
Ons3Hec, a TaKKe KOMIUIEKCA Mep CTUMYJIMPOBAaHMS TpyAa PaOOTHUKOB OTpaciu. PaccMOTpeHBI IpoIecchl JIeperyIMpoBaHus
OTpaciy, NPHUBEICHBl HEKOTOPBIE IPUMEpPBl Mozenell (YHKIMOHUPOBAHKS PHIHKA, BBIIEICHBI MX OCHOBHBIE XapaKTEPHCTHKH,
TIOKa3aHbl HEKOTOpBIE BApUAHTHI MPHHATHS yNpaBleHUeCKHX pemeHnid. OueHka 3((EKTHBHOCTH — HEOOXOAMMOE YCIIOBHE
pear3aiy CTpaTerhii pa3BUTHS aBHAKOMIAHWH. [IpHHIMIBI PHIHOYHOW 3KOHOMHUKH TOTPEOOBAM IEPECTPOMKH CHUCTEMBI
pacipenenuTe-HBIX OTHOIIEHWI W MaTepHAIBHOTO CTUMYJIHPOBAaHMA. B 3T0i CBs3M 0000IIEH ONBIT psia PEeHnid B 00IacTu
OIUIaThI TPyZia KaK COCTABHOM YaCTH yIPABJICHHUS aBUANIPEANIPUATHEM. B cTaThe 1aH 0030p XapaKTEpUCTHK COBPEMEHHOTO PhIHKA
ABHAIIEPEBO30K, BBIBICHBI TNPOOIEMBbI W MEPCIEKTHBBI DPa3BUTUS. AKTYalbHOCTb CTaTbi OOYCIIOBIIEHA PAaCLIMPEHHEM
TMPUCYTCTBUA aBHAKOMITAaHUI Ha MHUPOBOM PBIHKE U, KaK CJICACTBHC, HGOGXOHI/IMOCT])}O HCCIICA0BaHNs COBPEMCHHBIX TeHIleHIJ,l/Iﬁ
PpasBUTHA PpbIHKA, BbIABJICHUA OCHOBHBIX (baKTopOB, ONpeaACIIAIOIIUX KOHKypeHTOCHOCO6HOCTI) aBuakommanuii. CraTbs
NPEZICTABISIET MHTEPEC Kak JUlsl CIEHHAINCTOB B OOJIACTH aBHMALlMM, TaK WM Ul YMTATeNlel, UHTEPECYIONIMXCS aBUAIMOHHOM
TEMaTUKO}L.

KiroueBbie ¢J10Ba: aBUAKOMITAHHS, TPY30TIEPEBO3KU, HHHOBALIMH, TACCAKUPBIL, TIEPENIETHI, PHIHOK, TPAHCTIOPT, 3PPEKTUBHOCTS.
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