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2 Clarivate
Analytics

KasakcmaH Pecriybniukacbl ¥immbik fbiribiM akademusicbl «KP YFA Xabapuwbicbl» fbiribiMU
XypHanbiHbiH Web of Science-miH xaHanaHfaH Hyckacbl Emerging Sources Citation Index-me
UHOekcmerlyee KabblndaHfaHbIH xabapnaldbl. byn uHdekcmeny 6apeicbiHOa Clarivate Analytics
KomMriaHusickl XypHanobl o0aH opi the Science Citation Index Expanded, the Social Sciences
Citation Index xoHe the Arts & Humanities Citation Index-ke Kabbinday macerneciH Kapacmbipyda.
Web of Science 3epmmeyuwinep, aemopnap, bacnawsbinap MeH MeKemeriepee KOHMeHm
mepeHOiei MeH carnacbkiH ycbiHadbl. KP ¥FA XabapwsbicbiHbiH Emerging Sources Citation Index-
Ke eHyi 6i30iH KoramOacmbIK YWiH eH e3ekmi xaHe 6edendi MyrnbmuducyuniuHapsibl KOHMeHmkKe
a0anobifbiMbI30bi 6indipedi.

HAH PK coobwaem, 4mo Hay4yHbil XypHan «BecmHuk HAH PK» 6bin npuHam Ons
uHOekcuposaHusi 8 Emerging Sources Citationindex, obHoeneHHol eepcuu Web of Science.
CodepxaHue 8 amom UHOeKkcuposaHuUu Haxooumcs e cmaduu pacCMOMpeHUs KomraHueu
Clarivate Analytics dnsi danbHelweao npuHsamus xypHana e the Science Citation Index Expanded,
the Social Sciences Citation Index u the Arts & Humanities Citation Index. Web of Science
npednazaem Kadecmeo U anybuHy KoHmeHma 0rns uccriedosamersiel, asmopos, uiddamernel u
y4pexdeHul. BkmoyeHue Becm+uka HAH PK e Emerging Sources Citation Index 0emoHcmpupyem
Hawy rpusepxeHHoCcmb K Haubornee akmyasibHOMY U 8/1UsimeribHOMY MynbmuducyuniuHapHoOMy
KOHmMeHmy 0518 Haweao coobwecmea.

NAS RK is pleased to announce that Bulletin of NAS RK scientific journal has been accepted
for indexing in the Emerging Sources Citation Index, a new edition of Web of Science. Content
in this index is under consideration by Clarivate Analytics to be accepted in the Science Citation
Index Expanded, the Social Sciences Citation Index, and the Arts & Humanities Citation Index.
The quality and depth of content Web of Science offers to researchers, authors, publishers, and
institutions sets it apart from other research databases. The inclusion of Bulletin of NAS RK in the
Emerging Sources Citation Index demonstrates our dedication to providing the most relevant and
influential multidiscipline content to our community.
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ANALYSIS OF FINANCIAL PERFORMANCE AND SUSTAINABILITY
IN KAZAKHSTANI AVIATION INDUSTRY IN PANDEMIC

Abstract. Theresearch focuses on theoretical and practical aspects of improving the economic Kazakhstan’s
airlines efficiency. According to two of the most authoritative international aviation organizations - the
International Civil Aviation Organization (ICAQO) and the International Air Transport Association (IATA)
- the world’s air transport experiences a crisis pressure due to the situation with COVID-19 pandemic. The
scientific and practical significance of the research results is characterized by their universality, determined
by the possibility of solving both current and future problems, as well as the possibility of using the proposed
approaches to solve problems in the economy of aviation industry in Kazakhstan. Nowadays, the economic
efficiency assessment of the production process in air transport is a conscious need, as it allows to identify
the shortcomings of the work performed, identify «bottlenecks» in current activities and compare the existing
potential with the intended goals. In these conditions, the most important issue is the choice the method of
analyzing economic indicators and how to obtain them. Each enterprise must independently determine the
list of input and output analytical information, considering the specifics of its production and the market
state conditions. There are economic indicators that evaluate production efficiency and are universal for any
industry. However, a specific approach to their ranking and analysis is required.

Key words: aviation companies, financial performance, finance, sustainability, analysis.
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'On-Dapabdu areiaarsl Kazak YITTHIK yHUBEpCUTETI, AnMaThl, KazakcraH;
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E-mail: Kamilla.Sadvakassova@gmail.com

HAHJIEMUASA KAFJIAUBIHIA KASAKCTAHHBIH, ABUAIIMSI CAJIACBIHBIH
KAP/KBIJIBIK KOPCETKIIUTEPI MEH TYPAKTBIJIBIFBIH TAJIIAY

Annoramusa. 3eprrey KazakcraH aBHakOMITaHUSUTAphl KBI3METIHIH HAKOHOMHUKAJBIK THIMJILIITIH
apTTBIPYIBIH TEOPUSIIBIK KOHE TPAKTHKAIBIK acHeKTiiepiHe apHainraH. EH Oemenii eki XaJbIKapasbIK
ABUAIVSIIBIK YIHBIMHBIH - XaJIBIKAPAJIbIK a3aMaTThIK aBuarus YUeIMbIHEIH (MKAQ) xoHe XanbIKapalbiK oye
Keuiri KaybiMaacTeiFbIHBIH (MATA) MomiMeTTepi OolibiHIIa, aneMik oye keuiri COVID-19 mannemusiceiHa
0aifIaHBICTHI ©3 TAPUXBIH/IAFBI €H aybIp JaFAapbICThI 0acTaH Kelny/e. 3epTTey HOTHKEIICPIHIH FEUIBIME )KOHE
MPAKTUKAIIBIK MaHBI3IBUTBIFBI OJIApbIH OMOCOANTHIFEIMEH, aFbIM/IAFhI )KOHE MEPCICKTUBANBIK MiHACTTEP/I
ety MYMKIHAIMIMEH, coHaii-ak Ka3akCTaHHBIH aBHALMSUIBIK KOCIMOPBIHAAPBIHBIH YKOHOMHKACHIH/IAFbI
MIHJIETTEp/Ii IIETTy YIIiH YChIHBUIFaH TOCUIIepIi aiianany MyMKiHIITiIMeH aliKbIHana el Kasipri yakeirra
oye KeIITiHJeri eHIIPICTIK MPOIEeCTiH YKOHOMHUKAIBIK THIMJUTrIH Oaraiay caHajibl KaXKETTLTIK OOJBII
TaObUIAIbI, OUTKEHI OJT OPBIHIANATHIH )KYMBICTBIH KEMIITIKTEPiH, aFbIM/IAFbl KbI3METTET1 «KUBIH IBIKTAPIBI»
aHBIKTAyFa JKOHE KoJ/1a Oap oneyeTTi OeNTriIeHTeH MaKcaTTapMeH CallbICThIpYFa MyMKIHIIK Oepeni. MyHai
JKaraaia eH MaHbI3Ibl MOCEIIC YIKOHOMUKAIBIK KOPCETKIIITEPII TNy d/IiCiH KOHE OJap/ibl ally TICUIICPiH
Tapaay. OpOip KOCIMOPBIH 63 eHIIPICIiHIH ePEeKIIEIITiH )KoHEe HapbIK KOHBIOHKTYPAChIHbIH Kal-KYHiH eckepe
OTBIPHIN, EHTI31IETIH KOHE IIBIFAPBUIATHIH TaJaMaIbIK aKIapaTThIH Ti30eciH AepOec alKbpIHAAYBI THIC.
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OHIpICTIH THIMIUTITIH OaFaTali THIH XKOHE Ke3-KeJTeH caJa yIliH oMOeOart 00JbIT TaObUTaThIH IKOHOMHUKAITBIK
KepceTkimmTep 0ap. Anaiina onap/sl capaiay MEH TajJlayFa epeKIle Ko3Kapac Kaxer.
Tyitinai ce3nep: aBHANMSIIBIK KOMIIAHUSIAP, THIMIUTIK, KApXKbl, TYPAKTHUIBIK, TAJI/IAY.
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AHAJIN3 ®UHAHCOBBIX NIOKA3ATEJEN U YCTONUYUBOCTU ABUAIIMOHHOM
OTPACJIN KABAXCTAHA B YCJIIOBUAX TAHAEMUHA

AHHoTanusl. VccnenoBaHue MOCBALICHO TEOPETUYECKMM M IPAKTUYECKUM AaclleKTaM MOBBIIICHUS
KOHOMHUECKOH 3ddekTuBHOCTH AesTenbHOCTH aBuakoMnanuii Kaszaxcrana. [lo nanHbIM AByX HauOojee
aBTOPUTETHBIX MEKAYHAPOAHBIX aBUAILIMOHHBIX OpraHn3alui — Mex1yHapo1HON OpraHn3aluy rpak JaHCKON
apuarn  (MKAO) m MexayHaponHoii accommanuu Bo3aymHoro tpaHcmopra (MATA) — wmupoBoi
BO3LYLIHBII TPAHCTIOPT MEPEKUBAET CaMblil NTyOOKHI KpU3HUC B CBOEH HCTOpUH U3-3a manaemun COVID-19.
Hayunast 1 npakTHyeckasi 3Ha4MMOCTb PE3YJIbTaTOB UCCIICIOBAHUS XapaKTEPU3YETCsl UX YHUBEPCAIbHOCTHIO,
OIpeessieMOi BO3MOKHOCTBIO PELICHHUS KaK TEKYIIUX, TAK U IIEPCIIEKTUBHBIX 3314, & TAKXKE BO3MOKHOCTBIO
WCTIOJIB30BAHUS TIPEIUIOKCHHBIX TOAXOJ0B AJISl PEIICHHs 3aad B SKOHOMHUKE aBUALIMOHHBIX MPENNpPUSTHH
Kazaxcrana. B Hacrosiee Bpems OlIeHKa SKOHOMHUYECKOH 3(h(heKTUBHOCTH TPOU3BOACTBEHHOTO ITPOLiecca Ha
BO3LyLLIHOM TPAHCIIOPTE SIBJISETCSI OCO3HAHHON HEOOXOAMMOCTBIO, TaK KaK IMO3BOJISIET BBIABUTH HEOCTATKU
BBINOJHAEMOM paboThl, BBISIBUTH «y3KHE MECTa» B TEKyIIEeH ACATEIbHOCTH W CPaBHUTh HMEIOLIUHCS
MOTCHLUAI C HAMEUEHHBIMH LeNsIMH. B 3Tux ycioBusax Hamboiee BaKHBIM BOIIPOCOM SIBISETCSI BBIOOD
METoJla aHaJIN3a SKOHOMUYECKUX MOKa3aTeel U cnoco0oB ux nomydeHus. Kaxxaoe npeanpusitue I0IKHO
CaMOCTOSITEIBHO OINPEACIATh epeyeHb BBOAUMON M BHIBOJUMON aHAJUTUYECKOW MH(POPMALUH, YUUTHIBAS
cneuuuKy CBOEro MPOMU3BOJICTBA M COCTOSHHE KOHBIOHKTYPBI pbiHKA. CyIIECTBYIOT 3KOHOMHYECKHE
[0KAa3aTelN, KOTOpble OLEHUBAIOT 3(PEKTUBHOCTH MPOU3BOJCTBA U SIBJISIOTCS] YHUBEPCAIbHBIMHU 151 TF000H
orpaciu. OgHako TpedyeTrcsi 0COObIH MOAXO0A K UX PAHXKUPOBAHUIO U aHAIIU3Y.

Ki1roueBble cjioBa: aBHaLlMOHHBIC KOMITAHUH, 3)(HEKTUBHOCTD, (PUHAHCHI, YCTOMYMBOCTD, aHAIIH3.

Introduction. The current market conditions that have a significant impact on the activities of airlines and
is characterized by the following main factors:

- liberalization of the global air transport market;

- creation and development of airline alliances;

- changes in the preferences of passengers making ever greater demands on the quality of service;

- strengthening the positions of low-cost airlines;

- trends towards consolidation and internationalization of airline partners;

- development of new technologies in the aviation business (including e-commerce).

The created conditions contribute to increased competition between domestic and foreign strange
companies, more and more freely operating in the Kazakh market. The above problems have a very specific
monetary value, directly affecting sales and operating results.

Regarding this, the issue of continuous monitoring the performance in comparison with other carriers is a
topical issue for each airline [1]. There is often disagreement among airline executives about how to measure
performance and whether it can be measured at all. This article proposes the use of a comparative analysis
method, which, as a result, predetermines an ambiguous solution to the problem, and the results obtained
can be interpreted in different ways, but studies of this kind allow to identify hidden problems and help
managers to concentrate their efforts on those areas of activity, that bring the greatest improvement in overall
performance. The first problem that may arise is the selection of airlines for research, and this results in a
daunting task, such as which measure should be used to estimate the size of an airline. As such a measure,
one can take the number of passengers carried, the volume of traffic performed (in passenger-kilometers,
seat-kilometers, ton-kilometers), the number of aircraft, flight hours, etc., and even in this case, airlines that
are the same in one indicator may be very different in others [2, p. 76].

Literature Review. The role of airlines in economic development is great, as being the most important
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element of production, social and institutional infrastructures, they ensure the continuity material and human
flows in the domestic and international markets. For example, A.l. Antipin writes about the existence of a
positive correlation between the degree development of civil aviation and the air transportation market with
the effectiveness of the economic, social and institutional state policy. L.E. Basovskiy notes the special civil
aviation importance, one of the main economic entities which are airlines, for solving social and economic
problems and improving the quality of our country’s life population, emphasizing also the important role of
the industry in international integration processes.

Therefore, the problem of a comprehensive assessment for the effectiveness of domestic airlines is
relevant both from the position of shareholders and investors, and from the perspective of society as a
whole. Regarding this, I.V. Afonin points out that the need to assess the economic efficiency of business as
a whole is set by complex interactions between state interests, moral and ethical norms of society and the
interests competing structures [3, p.105]. For their part, S.A. Baronin and Y.V. Bogatynia emphasize that
such factors of the modern air transportation market as its liberalization, the functioning airline alliances,
new requirements for the quality services, the development information technologies in the aviation business,
etc., directly affecting sales volumes and production results, also actualize the problem of assessing the
airline’s effectiveness [4, p.73]. The comprehensive assessment of the airline’s performance is a prerequisite
for the development and implementation airline development strategies, including innovation, investment,
financial, commercial and production strategies added. F. Bent believes that the system of indicators used at
present and considering changes in the volume work performed does not fully assess the airline’s efficiency.
The scientist proposes to use as a generalized indicator that allows «to assess changes in the scope work,
taking into account the structure of the network and the arrangement aircraft fleet along it, as well as to
derive the relationship between total revenues and total costs,» the average number of flights performed by
the airline’s fleet when flying over the network, considering the passenger aircraft’s capacity. For calculating
this indicator, the coefficient characterizing the overhead line network and the coefficient, which, in turn,
characterizes the type of aircraft fleet on the overhead line, are used. S. Blau proposed a methodological
approach to assessing the effectiveness of regional airlines, consisting the following stages: creating a model
competitive environment at the regional level, including the choice method for collecting and processing
data; cluster analysis; identification of consumer preferences; development recommendations and proposals
for the regional profile industry and typology clients according to the level service quality [5].

Materials and methods. The methodological basis of the article is a systematic, integrated approach, a
method of logical analysis, and financial coefficients. In the theoretical part, the analysis, generalization and
systematization theoretical materials were used. Analyzing the formation and use of financial resources in the
enterprise, horizontal and vertical analysis and the financial coefficients method were used.

The information sources for writing the research were the basic educational literature, the results of
practical research by prominent authors, articles and reviews in specialized and periodical publications, data
from Internet resources devoted to the subject under study, reference literature, financial and annual reporting
data, regulatory and other documents of the companies.

Results and discussion. Nowadays, Kazakhstan’s airlines serve 118 aircrafts. Another 24 new aircrafts
have been ordered from manufacturers, and carriers are waiting to receive them. In addition, nine aircraft
are listed as being in conservation. At the same time, the main difference between the world market and
Kazakhstan is greater choice freedom: in addition to «economy» and «business», many foreign carriers offer
first-class and «advanced» economy class tickets [6, p. 284]. Trends for December indicate a return to more
familiar growth levels. Despite forecasts suggesting that the potential strengthening of international economic
relations should contribute to higher growth rates, the outbreak of the coronavirus infection in China in
December inspires some uncertainty. The growth of pilots among carriers in the Asia-Pacific region slowed
to 4.5% in 2019, which is almost half as much as in 2018. This reflects the impact that the USA-China trade
war has had on economic activity. Revenues of air transport enterprises in January — February 2020, before
the introduction the state of emergency in the country, amounted to 55.3 billion tenge, of which almost 54
billion tenge accounted for passenger transportation. The annual growth compared to January—February 2019
was 11.4%, from passenger transportation - 11.7%. Figure 1 shows the revenues of air transport companies.
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Figure 1 - Revenues of air transport enterprises, billion tenge.
Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

Due to restrictions on the non-proliferation of COVID-19, suspension and reduction flights, the world’s
largest airlines suffer losses. Thus, according to CNN, passenger air travel in the United States fell due to the
pandemic by 96%. Lufthansa loses about 1 million euros per hour.

The coronavirus pandemic has seriously affected the profitability of air transport companies. In January —
April, the volume of revenues amounted to 71.3 billion tenge, which is 31.8% less than in the same period last
year. The share of revenue from passenger transportation decreased over the year from 97.5% to 96.9% [7].

Revenues of air transport enterprises directly from passenger transportation in January — April 2020
amounted to 69.1 billion tenge — 32.3% less than in the same period last year.

According to the Minister of National Economy, airlines and airports are provided with additional support
measures, such as, the exemption of airlines from VAT on the import spare parts for aircraft.

Airports are granted exemption from land tax and land use fees. Maintenance and other aviation services
will also be exempt from VAT for non-residents until the end of the year.

In March-April 2020, the number of passengers transported in Kazakhstan decreased by 70%. From April
1 to May 1 the current year, all scheduled domestic flights were suspended. As a result, the number of
passengers transported by air in January — April 2020 amounted to 1.7 million people (22.7% less than last
year, and passenger turnover — 3.1 billion passenger-kilometer (immediately 30.9% less than in the same
period last year) (Figure 2).

9,10%

2016 2017 2018 2019 2020

s Volume === Growth

Figure 2 - Passenger Turnover, billion passenger-kilometer.
Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

The first flights took place starting from May 2020. On the first day of the resumption of flights between
Nur-Sultan and Almaty, where the country’s largest airports are located, about 700 people used the services
of airlines.

According to the Ministry of Industry and Infrastructure Development, 7.2 million passengers used the
services of Almaty airport in 2019, which is 40% of the entire aviation market in Kazakhstan. Recall that in
early May, the Turkish holding TAV Airports Holding signed an agreement to acquire 100% shares of Almaty
International Airport together with its partner in the VPE Capital consortium. The agreement provides for the
acquisition of the airport for $ 415 million [8].

The reports of Kazakhstan airlines were also studied. Data on reporting indicators are presented in Table
1 below [9].
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Table 1 - Revenues of Kazakhstan airlines in 2019 according to reporting data.

No Indicators Air Astana QAZAQ AIR SCAT
1 Revenue, million US dollars 898,7 18,7 230
2 Net profit, million US dollars 30,03 -14,6 3,9
3 Current liquidity ratio 1,91 0,9 2,2

Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

The table shows that the largest revenue in 2019 was received by Air Astana [10, p.362] in the amount
of 898.7 million US dollars, the next company is SCAT Airlines with revenue of 230 million us dollars, and
QAZAQ AIR has the lowest revenue at $18.7 million. The net profit of QAZAQ AIR [11] is negative — 14.6
million US dollars, this is due to the fact that the company is actively supported by the state and is not yet able
to compete with major players in the market. Air Astana’s net profit in 2019 was 30.03 million US dollars.
SCAT Airlines [12] amounted to $ 3.9 million US dollars. The current liquidity ratio is most significant
for SCAT Airlines (2.2) and Air Astana (1.91).Table 2 below shows data on the obligations of Kazakhstan
airlines.

Table 2 - Obligations of Kazakhstan airlines in 2019 according to the reporting data, mln. tenge.

No Indicators Air Astana QAZAQ AIR SCAT

1 Long term liabilities 18858 33936 217902
2 Short term liabilities 24087 1656 122377
3 Long term loans 2460 31380 19921
4 Short term loans 3977 - 6837

5 Retained earnings 49981 1187 8660

6 The debt burden ratio 0,109 0,632 0,923

Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

The table shows that the debt burden ratio is the highest for Air Astana (0.109) and SCAT Airlines (0.923).
The largest amount of retained earnings in the amount 49,981 million tenge in Air Astana. SCAT has the
largest long term liabilities in the amount 217,902 million tenge, as well as short term liabilities in the amount
122,377 million tenge. QAZAQ AIR has the largest amount of long term liabilities (Figure 3).

250000 217902

200000

150000 122377
100000

50000 18858 24087 33936 31380 19921
2460 1656
0 N i
Air Astana QAZAQ AIR Scat
® Long term liabilities ™ Short term liabilities Long term loans

Figure 3 - Obligations of Kazakhstan airlines in 2019 according to the reporting data, mln. tenge.
Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

By the end of 2019, Kazakhstan’s airlines domestic passenger traffic amounted more than 8.6 million
passengers, which is 9% more than in 2018 (7.9 million passengers). The number of passengers served at
airports in Kazakhstan reached 17.7 million people — 12% more than in the previous year. This demonstrates
the low activity of the Kazakh population in using air transport services within the country, which contributed
to the decision to launch a low-budget company FlyArystan in May 2019. The launch of the air carrier played
a key role in stimulating the growth of the domestic market in Kazakhstan and the development of local
airports. Kazakhstan is already one of the fastest growing domestic air transport markets in the world, and we
expect it to continue its growth trajectory in the coming years. The modernization air transport infrastructure
carried out for this purpose can be considered almost complete today after the reconstruction of 16 runways
and 13 terminals at airports in Kazakhstan [13]. Figure 4 below shows the structure of domestic air transport
in Kazakhstan. The undisputed leader of domestic transportation is Air Astana.
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Note — Source: Compiled by authors basing on financials and financial reporting of airlines.
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Figure 5 — Ratios of current liquidity of the airlines in 2019
Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

The current liquidity indicators of Russian and Kazakh companies presented in the Figure 5. The current
liquidity is higher for Kazakhstan airlines, the leader is SCAT (2.2), Air Astana (1.91), moreover, it is necessary
to note Ural airlines (1.4) and S7 (1.3).

According to the forecast of the International Air Transport Association (IATA), a full recovery in
demand for air transportation will occur only in 2024, but on the horizon of the next year, we can expect an
increase in United Airlines quotes due to the flexibility of its business and the high probability of receiving
state support by air carriers [14].

Lufthansa shares on the Frankfurt stock exchange have lost 54% since the beginning of the year. As of
October 27, the cost of one paper was 7.72 euros per piece.

According to preliminary data, adjusted earnings before interest and taxes (EBIT) in the third quarter
amounted -1.262 billion euros compared to 1.297 billion euros a year earlier. The operating loss was 4.161
billion euros. At the end of September, the group had 10.1 billion euros of liquid funds. This amount includes
aid packages from the governments of Germany, Switzerland, Austria and Belgium in the amount of 6.3
billion euros. In the fourth quarter, the carrier plans to operate at the level of 25% its last year’s capacity.

Final airline financial data for Q4 2019 points to a modest improvement in profitability across the industry
ahead of global disruptions due to COVID-19. Based on our latest estimate of the epidemic impact, we
estimate that the industry could lose up to $314 billion (55%) of total passenger revenue in 2020, amid travel
restrictions and the effect of declining confidence exacerbated by the global recession.

Compare the revenue of Aeroflot, Lufthansa Group, and Air Astana (Table 3).

Table 3 - Revenue for the last 3 years, in million tenge.

Airlines 2017 2018 2019
Aeroflot 2 664 670 3057 850 3 389 405
Lufthansa Group 177 895 177710 182 120
Air Astana 241 536 279 336 315750

Note — Source: Compiled by authors basing on financials and financial reporting of airlines.

Air Astana is in second place after Aeroflot in terms of revenue. Lufthansa Group also showed revenue
growth during the study period, with the exception of 2018.
The maximum annual growth is in 2019 and is 7%. The revenue growth percentage of the German carrier
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is lower than the Russian one. This is due to the significant competition in this industry in the European
market [15]. The airline is a company that offers an air source of transport to passengers and freight. The
airline companies use airplanes and aircraft to operate their services. These companies also have partnerships
and alliances with one another to complete the same flight.

The airline companies usually require an air certificate and license by the Government aviation authority
to run and operate their flights. In Table 4 we showed the SWOT (strengths, weaknesses, opportunities,
threats) analysis of the airline industry.

What the internal strength and external opportunities companies could use to face the internal weaknesses
and external threats.

Table 4 — SWOT analysis of Kazakhstan’s airlines sustainability caused in pandemic

Strengths
Technology f tactless travel Weaknesses
(] N . .
echnology tor contactiess travel, . High fixed cost of aircrafts (lease, loan, buy);
e  Prohibition of unfair competition from Low . : : .
e L . Parking charges and high maintenance cost;
cost airlines to full carrier airlines; .
. . . . Increased turnaround period;
e  Point to point flights rather than hub and spoke. .
o Unpaid salary of staff;
. Liabilities due to ticket cancellation.
Threats
Opportunities e Insolvency of the airlines due to the lack of
e Reduced cost of ATF will give confidence to cash reserves;
the airlines of developing countries; e  Unwillingness among passengers to travel
e Bailouts and financial support/assistance from more frequently;
government can help in infusing some cash e Low revenues due to the reduced capacity of
reserves; airlines;
Suspension of the 80/20 rule; e  Presence of video conferencing options will
Safest and rapid option in comparison to the restrict business purpose travelling.
other mode of transportation.

Note — Source: Compiled by authors.

The economic impact of COVID -19 has been found to be disruptive for aviation sector. On the
of current scenario, it is clear that pandemic has rdiasds the anxiety and doubt among passengers which
is mainly responsible for declining revenues of the industry. In this context it has been determined that
presence large numbers of COVID cases in any particular nation would restrict the passengers to travel that
nation. Moreover, it has been estimated that domestic travel may show some demand from passengers but
international travel would not be possible till all countries would give nod on uniform protocols for receiving
a passenger from other parts of the world. Hence, for surviving in this situation airlines have decided to
initiate its domestic flying operations with the inclusion of sanitisation as a quality standard along with
the safety and sustainability in their working culture. Also, new norms for promoting sanitised travel has
raised the turnaround time of airlines which has created an urgency to develop a new and fast technology
for sanitisation and cleaning purpose. Also, it is important to provide a rescue package for providing payroll
support to the employees of aviation along with the counselling and stress management support [16].

Conclusion. To sum up, it is worth paying attention to the consequences the pandemic for the aviation
industry. As a result of the COVID-19 crisis, the top 50 most valuable airline brands may lose up to 20% of
the brand value, which is US $22 billion. In an unprecedented three months, the sector has come to a virtual
standstill as travel restrictions make it impossible for airlines to operate. Even falling oil prices — which would
be good news for carriers in normal times-make little difference in this dire situation.

During the 2008 financial crisis, the sector also faced a severe reduction in demand. It was only in 2016
that Intra-European flights recovered to their previous level. The severity of the current crisis points to a
recovery in the medium and long term with noticeable changes in the market structure. The aviation sector is
one of the most severely affected by the COVID-19 pandemic, suffering a sharp decline in demand following
global travel restrictions. However, it’s not the worst-hit sector in the world, with oil and gas, leisure and
tourism, and insurance brands likely to be hit harder. This is partly due to favorable oil prices that have
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strengthened the aviation sector in the past year. With a quarter of the world’s population blocked as of
March 2020, British Airways and Virgin Atlantic have also banned 75% and 80% of their flights, respectively
— a measure that leaves them tied to vital money. This is further compounded by the shutdown of Boeing
production in March 2020, which will undoubtedly disrupt the supply of new aircraft, including parts needed
for maintenance. Airlines will need some form of government support if they want to survive this pandemic.
IATA said airlines may need $200 billion in government support. Even one of the world’s wealthiest airlines,
American Airlines, has announced its intentions to apply for a $12 billion loan. Many governments around
the world have announced their commitment to support their national carriers, including Australia, the UK,
the UAE, the US, and countries across the EU. However, governments that do not have the means to provide
this level of support, or any support at all, may see it decline.

The COVID-19 crisis poses a dangerous threat to airlines, which could lose 20% of their total brand value
and may struggle with ever-declining demand in the face of global travel restrictions.
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