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Abstract. The purpose of the research. Research of the current state of the domestic air transport
market and international experience of state support of this sector, identification of opportunities and
threats to its functioning in Ukraine, as well as development of directions for its future development.
Methodology. A set of methods used to highlight the theoretical, legal and applied aspects of the opera-
tion of the air transport market, namely: methods of generalization, comparison, analysis, synthesis and
systematic approach. Results. The role of the air transportation market in achieving the Sustainable De-
velopment Goals has been determined. The peculiarities of the development of the international air trans-
portation market are also determined. The current state of the air transportation development is evaluated
and the specifics of its state regulation in Ukraine are highlighted. The basic directions of perspective
development of the air transportation market in Ukraine are substantiated. Practical meaning. Possibility
of using the results of the research by the state authorities in the development of the main directions of
support for the development of the domestic air transportation market under the conditions of creating a
system of market differentiation into segments of air transportation; use of various forms of interaction;
increase in the number of flights due to the creation of transfer passenger flows, transportation in the
regions by hub airports (hubs); technical improvement; establishment of a single airport network in con-
junction with efficient use of airport property; increase of investment activity of aviation enterprises.
Prospects for further research. We see the prospects for further research outlined in the article in the
development of mechanisms for the implementation of directions for the future development of the air
transport market in Ukraine.
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Hanpsamu po3BUTKY pUHKY aBianepeBe3eHb B YKpaiHi
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Tereshchenko E. Yu., Shkolenko O. B. Air transport development directions in
Ukraine. EkoHomiyHi eopuzoHmu. 2019. Ne 4(11). C. 13-22. DOI: 10.31499/2616-
5236.4(11).2019.200801.

Cmammsi Haditiwna: 20.09.2019
Cmamms nputiHama: 25.10.2019

Anomauis. Mema cmammi. [IOCTiI>KeHHSI CYYaCHOTO CTaHy BiTUM3HSHOTO PMHKY aBiarepese-
3eHb Ta Mi’KHapOJIHOT'O AOCBIi/J AepsKaBHOI MiATPMMKM LIbOT'O CEKTOPA, BUSHAUEHHST MOXKJIMBOCTEN Ta 3a-
rpo3 1oro GyHKI[IOHYBaHHIO B YKpAiHi, @ TAKOK pO3p0oOKa HAIIPSIMiB MOTO MEPCIEKTUBHOTO PO3BUTKY.
Memodonozia. CyKyIHICTb METOIB, III0 BUKOPMCTOBYBAINCS IIJIT BUCBIT/JIEHHSI TEOPETUYHUX, IIPABO-
BUX Ta MPUKJIATHMUX aCleKTiB QYHKIIOHYBaHHSI pUHKY aBiariepeBe3eHb, a came: MEeTOM y3araJbHEeHHS,
MOPIBHSIHHSI, aHATi3Yy, CMHTE3Y Ta CUCTEMHOrO Migxony. Pe3yrsmamu. BusHaueHo pojib pUMHKY aBiarre-
peBe3eHb y mocsrHeHHi Llisein crasoro posBuTKy. BusHaueHO 0COGJMBOCTI PO3BUTKY Mi>KHAPOIHOTO
PUHKY aBiariepeBe3eHb. 3[IiJICHEHO OI[iHKY Cy4aCHOI'O CTaHy PO3BUTKY aBiallepeBe3eHb Ta BUCBITIEHO
criendiky Oro Aep>KaBHOTO perysioBaHHs B YKpaiHi. OGrpyHTOBaHI OCHOBHI HAIIPSMU ITEPCIEKTUB-
HOT'O PO3BUTKY PUHKY aBiamepeBe3eHb B YKpaiHi. [I[pakmuune 3HaueHHs. MOXIUBICTb BUKOPUCTAHHS
pe3yJbTaTiB MOC/iIKEHHS] OpraHaMy JIepsKaBHOI BJIaay Py Po3poOlli OCHOBHMX HAIPSIMIB MiATPUMKNI
PO3BUTKY BiTUM3HSIHOT'O PUHKY aBiariepeBe3eHb 32 YMOB CTBOPEHHSI CUCTEMM PO3MEXKYBaHHSI PUHKY Ha
CEerMEeHTM aBiariepeBe3eHb; 3aCTOCYBAaHHS PiSHOMAaHITHMX (POPM B3a€MO/Iil; 301/IbIIIEHHS KIJIbKOCTI pen-
CiB 3a paxyHOK CTBOPeHHS TpaHChepHMUX MacaskMpOIOTOKIB, repeBe3eHb B perioHax BY3JOBMMU aepo-
nmopramu (xabammn); TeXHIUYHEe YAOCKOHAJIEHHS; CTAHOBJIEHHS €IMHOI aepOTIOPTOBOI MEPEXi B CYKYITHO-
CTi 3 e()eKTUBHMM BUKOPMCTAHHSIM MaifHa aepoIOPTiB; MiABUIIEHHS iHBECTUIIIMHOI aKTMBHOCTI aBialliii-
HUX mignpuemcTB. Ilepcnekmusu nodanvuiux 0ocnidxcens. TlepcrekTuBM NONANBIINX JOCIiIKEHb
OKpeCJeHNX Y CTaTTi MMTaHb BOAUYaeEMO B PO3pOoOIl MexXaHi3MiB peajiisaliil HallpsIMiB MEepCIeKTUBHOIO
PO3BUTKY PMHKY aBianepeBeseHb B YKpaiHi.

Kntouosi cnoea: aBianepeBeseHHs, PUHOK aBiamepeBe3eHb, PO3BUTOK PUHKY aBialiepeBe3eHb,
SWOT-anasni3 puHKY aBiallilfHMX TepeBe3eHb, HAIIPSIMM PO3BUTKY PMHKY aBialiepeBe3eHb.

Kinvkicmo dxcepen: 11; kinbkicms mabauus: 2; kinvkicmo pucyHkis: 1; kinoxkicme popmyn: 0.

1. Introduction.

Air transportation is a dynamic world
transport industry that plays a systematic role in
the economy: through close links with other in-
dustries, their development as one of the most
science-intensive and innovative industries can
influence the country’s transition to an innova-
tive path of development. Air transportation is
also an essential element of securing Ukraine’s
interests in the defence and military-political
spheres, an important factor in maintaining the
country’s sovereignty, enhancing the potential

of state aviation, developing international mili-
tary and technical cooperation.

2. Literature review.

Modern development of the theory and
practice of solving the problems of functioning
and development of the air transportation mar-
ket has been dealt with by such domestic and
foreign scientists as M. Butko and I. Sydorenko
(2013), V. Heyets (2014), N. Ivanova (2015),
M. Wittman (2014). However, the issues of de-
veloping promising directions for the develop-
ment of the Ukrainian air transportation market
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remain unresolved and need further investiga-
tion.

3. Methods.

A set of methods used to highlight the
theoretical, legal and applied aspects of the op-
eration of the air transport market, namely:
methods of generalization, comparison, analy-
sis, synthesis and systematic approach.

4. Research objectives.

The main purpose of the article is to
study the current state of the domestic air
transport market and the international experi-
ence of state support of this sector, to identify
opportunities and threats to its functioning in
Ukraine, as well as to develop directions for its
future development.

5. Results and discussions.

A turning point in the development of
aviation enterprises should be considered the
radical changes that took place in the country
in the 1990s in economic, political and social
spheres, reforms in property relations, the cre-
ation of new principles and structure of na-
tional economic management.

As a result, in the first half of the 1990s,
the organization of the primary market struc-
ture of the air transport industry began, charac-
terized by demonopolization of enterprises
(which was manifested in the division of activ-
ities of airlines and airports), the abolition of
state monopoly ownership, the privatization of
sectoral structures with the aim of forming pro-
ductive owners and developing competitive
mechanisms.

The aviation industry plays a systematic
role in the economy: due to its close connec-
tion with other industries, its development as
one of the most science-intensive and innova-
tive sectors of the economy is able to influence
the country’s transition to an innovative path
of development. In addition, the aviation in-
dustry has a key influence on the formation of
the engineering complex of the country. The
aviation industry is also an essential element of
securing Ukraine’s interests in the defense and
military-political spheres, an important factor
in maintaining the country’s sovereignty, en-
hancing the potential of state aviation,

developing international military and technical
cooperation.

Today, there is no generally accepted
definition of economic development, but it is
associated with economic growth based on in-
creasing production capacity.

The role of passenger air transportation
in today’s economy is difficult to overesti-
mate. It is no secret that the state of the air
transportation market is directly dependent on
the development of the economy and standard
of living in the country. Air transport is of par-
ticular importance in a country such as
Ukraine, where the economic integrity of the
country depends on aviation. Research fund-
ing, well-developed infrastructure, stable ex-
ternal economic relations, and a domestic po-
litical balance are leading to an improvement
in the well-being of citizens, resulting in in-
creased demand for aviation services. All this,
of course, contributes to the fact that the air
transport market in the country is booming.

Some aspects of economic development
determine how rapid population growth, struc-
tural transformation of the economy, education
and health levels, international trade, globali-
zation, the impact of epidemics, disasters, con-
tribute to or hinder economic development.

Economic development is a phenomenon
of economic science, which signifies a signifi-
cant transition from one stage of the economy
to another, in which in the new period not only
the number of the same services and goods that
have been produced before but also the pro-
duction of new goods and services using mod-
ern technologies is increasing compared to the
previous period (Seidman, 2005, p. 5).

K. Akamatsu distinguishes economic de-
velopment from economic growth on the basis
that economic development is “a broad and
sustainable increase in the overall standard of
living of people within the community”, and
such growth measures as per capita income do
not necessarily correlate with improving qual-
ity of life (Akamatsu, 2012, p. 3).

Greenwood D. and Hold R. also state that
since the Second World War, people have
come to understand the concept of economic
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development as economic growth, namely an
increase in per capita income and, if it is not
present, a standard of living equivalent to that
of industrialized countries (Greenwood,
Daphne and Holt, 2010, p. 4).

Economic development can also be seen
as a static theory that documents the state of
the economy at some point in time.

Asian and European advocates for infra-
structure have also argued that systematic,
long-term public investment in transport,
housing, education and health care is needed to
ensure sustainable economic growth in devel-
oping countries.

V. Heyets under “economic develop-
ment” means the regular, directional and qual-
itative change in the parameters of the eco-
nomic subsystem of society as a result of the
complexity of the structure of the system in or-
der to reduce input resources to obtain a unit of
output system, as well as: 1) economic growth
should be understood as increasing volumes
production of products and services in the eco-
nomic system for a certain period due to a pro-
portional increase in the factors of production
used; 2) economic development should be un-
derstood as an increase in the volume of social
production in the economic system by improv-
ing the productive forces and the way they are
combined; 3) the development of the economy
should be understood as a regular, directional
and qualitative change in the parameters of the
economic subsystem of society as a result of
the complexity of the structure of the system in
order to reduce input resources to obtain a unit
of output system (Heyets, 2014, p. 221-235).

M. Butko and I. Sydorenko defines eco-
nomic development as irreversible, regular
changes in the technological mode of produc-
tion (a method of production based on the tech-
nical and economic combination of real and
personal factors of production, a complex of
technical and technological relations between
the real elements of productive forces in the
system of technical and economic relations).
However, unlike economic development, the
above signs are uncharacteristic of economic
growth, as growth can be interrupted by an

economic downturn. Economic growth, with-
out its inverse nature, is a component of eco-
nomic development, gradually accumulating
for the changes that cause the emergence of es-
sential distortions (Butko and Sydorenko,
2013, p. 221-235).

V. Heyets, considering that growth is an
indicator of economic development, one of its
most important characteristics, states that
“...in modern economic theory, economic
growth means not short-term ups and downs of
real production relative to natural value, but
long-term ones. Changes in the natural level of
the real volume of production associated with
the development of productive forces in the
long run...”. That is, the author, characterizing
“growth” as the same features as “economic
development” actually identifies them. (Hey-
ets, 2014, p. 221-235).

N. Ivanova considers the concept of “en-
terprise development” as an objective change
only in the qualitative characteristics of the
system, due to both the fundamental laws of
nature (unity and struggle of opposites, the
transition to quality, the development of soci-
ety in a spiral and up), and the regularities of
the functioning of specific systems ( aging of
equipment, accumulation of experience and
knowledge by employees, depletion of natural
resources), under which new system properties
are formed (Ivanova, 2015, p. 543-549). Thus,
the process of changing the state of an object
should be considered as an improvement (im-
provement) of its characteristics and qualita-
tive, quantitative increase of parameters.

Researchers argue that the potential of an
enterprise should be considered as an assess-
ment of its development potential under cer-
tain stable parameters and a set of variable
characteristics that describe the internal condi-
tions. The authors have built a system for as-
sessing the economic development of the en-
terprise, based on the calculations of indicators
of two groups. The indicators of the first group
characterize the level of achievement of the
purpose of the enterprise development (im-
provement of business process; satisfaction of
needs and expectations of consumers;
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development of internal capabilities; satisfac-
tion of needs and interests of shareholders).
The indicators of the second group are in-
tended to assess the potential of the enterprise
(indicators of production volumes; financial
indicators; indicators of fixed assets and their
use; indicators of material resources; indica-
tors of human resources; social protection and
use of personnel; indicators of operational

Overcoming poverty

Overcoming
hunger, rural
development

Good health and well-
being

Quality education

Gender equality

Clean water and
proper sanitation

Reduction of
inequality

Decent work and
economic growth

Sustainable
development of cities )
and communities

Sustainable
Development

Goals

efficiency; indicators of intangible assets,
etc.).

In 2015, the UN approved an official
document (resolution) of the UN General As-
sembly - “Transforming our world: A 2030
Agenda for Sustainable Development”,
adopted on September 25, 2015, announcing a
new world-oriented action plan of sustainable
development (Fig 1).

Responsible consumption
and production

Climate change mitigation

Conservation of marine
resources

Protection and restoration
of land ecosystems

Peace, justice and strong
institutions

Industry, innovation and
infrastructure

Partnership for
Sustainable Development

Clean energy available

Fig. 1. Sustainable Development Goals

Source: developed by the authors.

Sustainable Development Goals (or
Global Goals) are key areas of development
for countries endorsed at the United Nations
Sustainable Development Summit. They have
replaced the Millennium Progress and
Development Goals, which expired at the end

of 2015. The Sustainable Development Goals
have been approved for the period from 2015
to 2030 and have 17 global targets that meet
169 objectives (The Verkhovna Rada of
Ukraine, 2019).
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In order to achieve the Sustainable De-
velopment Goals at the national level, Ukraine
will need to implement new projects and pro-
grams that will in practice ensure environmen-
tal balance, social cohesion and macroeco-
nomic stability.

In order to adapt the global development
goals to the national specificities, national con-
sultations were held with the participation of
about 300 representatives of various govern-
ment agencies, UN agencies in Ukraine, NAS
of Ukraine, the public and the expert environ-
ment.

An important stage in the development of
the aviation industry in countries trying to
achieve the Sustainable Development Goals is
the organization of a competitive air transport
market, characterized by the formation of a
market structure based on the smooth opera-
tion of airlines, airports, the transfer of various
types of ground handling to specialized opera-
tors, as well as a clear division of market par-
ticipants for profiles.

Advantages of access to aviation are to
include greater access to the global air trans-
portation network, increased investment in
business and the ability to develop business
competitiveness (Nolan, Ritchie and Rowcroft,
2005, pp. 28-29), increased productivity, in-
creased employment and tourism. In addition,
air transportation can serve as a characteristic
of the maturity of the infrastructure and com-
petitiveness of the state.

The excellent characteristics of air
transport lie in its speed, flexibility, reliability
and safety, making it often the only means of
transportation for geographically remote re-
gions. Due to the fact that the commercial op-
eration of the aviation network is impossible
due to the low traffic of vessels serving remote
settlements, there is a need for financial sup-
port for route schemes.

The Ukrainian authorities should draw
upon the international experience of foreign
countries when developing regulatory acts
regarding  the  subsidization of  air
transportation. In the EU and European Eco-
nomic Area countries, the PSO (Public Service
Obligation), which is also applicable to road,

rail and maritime modes of transport, is a
mechanism for maintaining air services in re-
mote regions.

PSOs are systems of airlines' obligations
to perform state-subsidized socially significant
air services, which ensure the realization of
equal rights and opportunities for residents of
the country (Tuan, 2015, pp. 33-36). The PSO
can be established and subsidized either by the
regional or national government directly or
through associated institutions. The subsidized
routes in the EU, given their importance, in-
clude: routes connecting regions, capitals, re-
gional centres of the two countries. The char-
acteristics of such routes are low demand for
passenger transportation by air, location of the
airport on the periphery, the need for transpor-
tation for the economic development of the
state and regions.

The grant may be awarded as a result of
a tender. The tender usually provides for a
minimum level of service and a maximum
amount of tariffs offered by the carrier. As a
rule, PSO contracts in the framework of air
transport in the EU Member States are for a
period of four years.

In some countries (e.g. Norway, Scot-
land), owners usually set a maximum fare on
the PSO route; others (for example, France) re-
quire applicants to indicate their tariffs. Swe-
den has a system with maximum average tar-
iffs. Italian and Portuguese PSOs connecting
the islands to the mainland should offer special
discounts for island residents. Other PSOs dic-
tate that persons with disabilities, students,
persons under 25 or over 70 are eligible for dis-
counted rates.

In 1978, the Essential Air Services (EAS)
program was developed, which allowed all
carriers to receive a subsidy for the service of
small settlements. The main purpose of the
EAS is to provide transport links to remote
small settlements with other regions of the
state. Companies applying for a grant must
provide remote area access to a hub airport,
with no more than one transplant. The EAS
program is run by the US Department of
Transportation and funded by the federal
government. The essence of the program was
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as follows: settlements, which were character-
ized by regular air flights in October 1978, the
moment of the adoption of the Air Traffic De-
regulation Act, acted as the object.

Later, restrictions were introduced to re-
duce the number of new settlements under the
program and to reduce the overall budget for
the program. The measures taken concerned
the location of settlements in relation to major
regional and national airports. A carrier eligi-
ble for the subsidy was determined by several
factors, including fare structure, carrier relia-
bility and intermediate and / or marketing
agreements with larger carriers at a hub air-
port, route length, accessible airport infrastruc-
ture, volume and seasonality, and also the type
of route will determine the choice of the air-
craft that will benefit from the subsidy.

The Small Community Air Services De-
velopment Grant (SCASDG) has also been op-
erating in the United States since 2002, sup-
porting existing services for economic sustain-
ability (Wittman, 2014).

Unlike the EAS, the subsidy is not given
to carriers, but to municipalities. The fre-
quency of flights in the summer and winter
months differs, with the result that airlines in-
troduce two types of schedules for the respec-
tive periods, with some companies not using
subsidies to expand their activities.

One of the reasons is that the trips are
pre-funded by Congress, for example, freight
is dominated by mail-paid mail. In 1990, Con-
gress established EAS standards such as dis-
tance and size of passenger subsidy. To be eli-
gible for EAS, the settlement must now be lo-
cated at least 70 miles from the nearest hub.
The settlement may not receive more than
$200 per passenger for each flight segment,
except where it is located at least 210 miles
from the nearest alternative transportation cen-
ter.

In 2011, the Airport and Airway Exten-
sion Act was enacted, which contains provi-
sions prohibiting EAS distribution to settle-
ments with annual passenger subsidies in ex-
cess of $1,000 per passenger, regardless of
distance from the nearest hub airport. The pro-
gram is much more widespread in the

continental United States, where approxi-
mately 120 settlements receive approximately
$225 million. in the form of subsidies for pub-
lic air travel.

In Canada, the deregulation of the avia-
tion industry was gradual, not as fast as in the
US, and became official in January 1988. The
deregulation concerned southern Canada,
home to approximately 95 percent of the pop-
ulation. In a much wider part of northern Can-
ada, a more restrictive regime continued, car-
riers could control market entry, tariffs and
other conditions of service (Oum, Stanbury
and Trethewa, 1991). Currently, according to
the National Transportation Agency (CNTA),
federal grants are not provided to carriers,
CNTA does not control or participate in the
work or provision of these social services, but
in some regions grants may be provided to car-
riers on a competitive basis. While PSOs and
EASs enter into contracts under the competi-
tive bidding system, Canada continues to pay
particular attention to supporting specific
needs, such as the supply of food, medicine,
mail, tools and equipment, and medical needs.
Support also applies to specific travel, such as
medical assistance. Canada also supports air-
ports.

The Australian scheme is the oldest and
is the result of Australia’s geographical fea-
tures. In Australia, deregulation began in the
1980s and affected only interstate routes (For-
syth, 1991). The Regional Aviation Access
Program (RAAP) currently operates, which of-
fers subsidies and financial support for com-
mercially viable airports and carriers.

RAAP includes five funding compo-
nents, one of which is the Remote Air Services
Subsidy (RASS) Scheme, which is subject to
regular weekly commuting of passengers and
cargo to the outlying and isolated municipali-
ties of Australia. The only exception is mail
that is under contract with the Australian Post.
Carriers are not protected by the federal gov-
ernment from entering other players’ markets;
however, the state licensing system may in
some cases provide entry protection. The
RASS subsidy is paid directly to the air carrier.
The main features of the RAAP program are
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investments in airport infrastructure and in as-
sisting with aeromedical flights.

In Norway, air travel to remote regions
was governed by annual grant contracts, under
which the government covered the local oper-
ator’s shortfall for providing the service. Un-
like the PSO scheme, EAS does not impede ac-
cess to the market by carriers that are not cov-
ered by the subsidy program. In the event of
such an airline, the US Department of Trans-
portation notifies the incumbent carrier that a
subsidy must be withdrawn, which creates in-
centives to minimize the size of the subsidy.
The EAS limits the subsidy level to $200 per
passenger. Due to the geography, climate and
long distances of the United States, Canada
and Brazil to varying degrees from the air
travel of passengers and cargo from remote ar-
eas. In Spain and Portugal there is a problem
with the remote accessibility of the inhabitants
of settlements from the islands. Each of these
countries is at different stages of deregulation
and development of the aviation industry. For
example, the US was the first to liberalize an
industry that at this stage is a mature, fully de-
regulated domestic market. On the contrary,
Brazil maintains a degree of regulation regard-
ing the young aviation industry in a booming
environment. These countries use different ap-
proaches and intervention strategies to provide
the country with air transport services. Their
approaches to ensuring equal accessibility are
not homogeneous: each country has different
institutional structures, regulatory constraints
and different entities.

Centralized and decentralized manage-
ment has led to mixed results. Local airport
management produces good results when set-
tlements have a tradition of an effective man-
agement system or are interested in developing
infrastructure (as in the case of the US and Por-
tugal). Otherwise (as is the case with most mu-
nicipal airports in Brazil), the decentralized
approach fails. In the case of Canada, where
there are two forms of governance, no evi-
dence has been found to show that one ap-
proach works better than the other. Local gov-
ernment involvement is present in the US,
Canada, Portugal and Spain and appears to

have a positive impact on the development of
air travel. In Canada and Brazil, there are sev-
eral cases of public-private partnerships for the
development of air services. In Finland, Swe-
den, Greece and Portugal, air services are reg-
ulated by national governments; within
France, Italy, Spain and Germany, the PSO is
managed by a regional authority. Some degree
of competition is present in all countries, but
its level is different between them. The most
under-saturated routes are natural monopolies
in every country in the sample - they are vir-
tually uncooperative or competitive — both in
the bidding process and in operation.

The current state of the air transport mar-
ket in Ukraine can be represented as a SWOT
analysis (Table 1). A considerable degree of
regulation is at the same time related to threats
and opportunities, since the liberalization of
the industry, despite its advantages, has several
negative consequences. For the growth of the
aviation market, the state needs a clear mecha-
nism for improving the industry. To do this, it
is necessary to formulate specific options for
action, including those borrowed from devel-
oped countries where the level of development
of the aviation industry is high.

Summarizing the above SWOT analysis
of the air transportation market in Ukraine, it
is advisable to identify the main directions of
its prospective development, namely:

1. Creation of hub airports. According to
Ukraine’s transport strategy for the period un-
til 2030, new categories of hub airports should
be created to improve the air transport market.
The hub model of the organization is a modern
productive trend that is popular with world
leaders, a new way of globalizing industry re-
lations. Today, this model is not developed in
our country, despite the fact that Ukraine has a
profitable transit potential. As a result of the
formation of a unified system of hub airports
on the basis of a combination of reference and
regional airports, the connection of regions is
ensured, competitive relations are developed
and the offer is expanded. The organizational
and economic mechanism for creating this sys-
tem is to segment the country’s airports into
strategic competitive subgroups.
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Table 1. SWOT analysis of the aviation market of the Ukraine

Strengths

Weaknesses

An extensive network of routes. High level of
flight safety.

The condition of the fleet. A large number of un-
profitable airlines. Weak image of companies in
the world market. Insufficient use of modern
technologies.

Opportunities

Threats

Potential for airline development. Favorable ge-
ographical location. Volumetric market oppor-
tunity for diversification of production and
growth of non-aviation income possibility of
leasing of domestic vessels.

High prices for aviation fuel. The infrastructure
of the airports (especially in the regions) has de-
teriorated. High duties on foreign aircraft.

Source: developed by the authors.

Segmentation should be taken into ac-
count by airlines when preparing strategies for
developing and expanding route networks. It is
known that much of the world’s hubs have
evolved through large national carriers. Exam-
ples are Frankfurt and Munich airports devel-
oped by Lufthansa; the world-renowned Lon-
don Heathrow Airport — by British Airways; in
Zurich - SWISS; Amsterdam - KLM Royal
Dutch Airlines; Sheremetyevo - Aeroflot -
Russian Airlines.

It is possible to list the following benefits
for the state when creating a hub:

- the possibility of increasing the gross

domestic product, creating new jobs, attracting
foreign investment in the regions;

- providing links between underdevel-
oped areas and remote markets;

- provision of services that meet the
needs of local residents (service at all destina-
tions that are attractive to the population of the
regions).

The existence of a unified strategy, in-
cluding strategies of different types of air
transport companies that form the hub (air-
lines, airports, ground handling operators),
leads to a synergistic effect based on the com-
plementarity of these elements (Table 2).

Table 2. Components of the synergistic effect of creating a hub airport

Airline Airport

Ground han-
dling operators

Passengers and cargo
carriers

The number of flights is ra-
tionalized with the fleet op-
erated (by quantity and
type). Increase in revenue
due to increased commer-
cial loading Reduces the
cost of operating multiple
markets due to the use of
more spacious aircraft.
Risks are reduced by keep-
ing the passenger in their
own itinerary.

Profitability is increasing due to
the development of related ser-
vices in aviation and non-avia-
tion industries. Costs are re-
duced: - own (due to resource
optimization); — passenger (due
to reduced flight time and fuel
economy). The quality of ser-
vices is improved (including in
connection with the introduction
of competitive relations).
Passenger traffic is increasing

Revenues are ris-
ing due to in-
creased demand.
Costs are reduced
through resource
optimization.

Improves quality.
Attractive tariffs.
Wide range of routes.
Return flight return on
the same day. World
service standards.
Wide variety of addi-
tional services.

Source: developed by the authors.

2. Modernization of ground handling. In
Ukraine, ground handling is in most cases
carried out at the expense of airport forces
under monopoly conditions. As a result, tariffs
are uncontrollably rising and poor quality of
work is observed. Annual increases in prices at

some airports range from 20% to 40%, while
in most European countries it does not exceed
4%. Thus, land-based services should be con-
sidered as a significant sector of profit and cost
savings, which forms an independent compet-
itive market, which is fixed at the legislative
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level.

It is possible to use foreign experience in
this matter, as in the world on the market of
ground handling services the processes of lib-
eralization have long been implemented, asso-
ciations of network operators are being
formed, and outsourcing mechanisms are be-
ing developed.

3. Stimulating the creation of low-cost
airlines. The analysis showed that low-cost air-
lines are an important factor in the develop-
ment of the regional and local transportation
market. The terms of tariff reductions may in-
clude: fuel economy on new aircraft types, op-
erating single aircraft to reduce maintenance
and training costs, reducing the list of services
offered, creating alliances with companies,
budget reductions in the form of compensation
or reduction (or full cancellation) of tax pay-
ments, simplified system of routes and billing,
ticket sales without agents. The concept of
low-cost air carriers is popular overseas, where

airline discounters are strong competitors of
traditional carriers.

6. Conclusions.

Thus, under the development of the mod-
ern air transport market, one should under-
stand the transition to the creation of such a
mechanism of its operation, which is able to
ensure a balanced relationship between seg-
ments of the air transport industry, the levels
of management of industry subsystems, the
market goals of business entities and the inter-
ests of the state. In the process of developing
the aviation industry, it is important to address
such issues as: delimiting the market into air-
line segments; use of various forms of interac-
tion; increase in the number of flights due to
the creation of transfer passenger flows, trans-
portation in the regions by hub airports (hubs);
technical improvement; establishment of a sin-
gle airport network in conjunction with effi-
cient use of airport property; increase of in-
vestment activity of aviation enterprises.
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