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About the problems with ensuring economic stability of the airline (on the example of JSC “Yakutia “Airline””)

Economic stability is one of the central questions of economy of the air-transport enterprise. Specifics of the air-transport branch and the high level of competition dictate the need of the questions research of ensuring economic stability in the conditions of financial instability. On the basis of the analysis of financial and economic state of JSC “Yakutia “Airline”” the problems in ensuring economic stability of the airline are revealed. The conclusion, that the main problem of ensuring economic stability is the current position of the airline in the market is drawn. It is noted that in the air-transport market only the airline with a steady financial state can take the leading place.
Экономическая устойчивость является одним из центральных вопросов экономики авиатранспортного предприятия. Специфика авиатранспортной отрасли и высокий уровень конкуренции диктуют необходимость исследования вопросов обеспечения экономической устойчивости в условиях финансовой неустойчивости. На основе анализа финансово-экономического состояния ОАО «Авиакомпания «Якутия»» выявлены проблемы в обеспечении экономической устойчивости авиакомпании. Сделан вывод о том, что основной проблемой обеспечения экономической устойчивости является текущее положение авиакомпании на рынке. Отмечено, что ведущее место на авиатранспортном рынке может занимать лишь авиакомпания с устойчивым финансовым состоянием.
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In the market economy ensuring economic stability is a priority task of any enterprise as it is a pledge of its survival. The problems of economic stability are caused by different factors as one of which financial stability and solvency act. At an unsatisfactory financial state there is a number of problems, possible only in the conditions of financial instability. The research of this problem in the field of the air-transport services showed the absence in scientific literature of the works devoted to problems of ensuring economic stability of the airline in the conditions of financial instability now. In this connection there was a need of writing of this work.

There is a lot of works devoted to economic stability in scientific literature. The bases of ensuring stability of the systems found reflection in I. Ansoff's works, D. Aaker, Ad. J. Dolan, A.P. Fedotov, M. Porter, etc. The concept "economic stability" in domestic literature is determined in the works of I.N. Omel’chenko, I.Ya. Bogdanov, P. V. Okladskiy, V. I. Zakharchenko, M. E. Tsibareva. The questions concerning financial stability are also widely lit in scientific literature. They can be met in the works of E.O. Meltsas, J. K. Van-Horn, K. Hedervik, E. Helfert, V.V. Kovalyov etc.
Ensuring financial stability is a priority task of the all airlines, including JSC “Yakutia “Airline””.

JSC “Yakutia “Airline”” is formed by the privatization of SUE “Yakutia “Airline”” on the basis of the Order of the Government of the Republic of Sakha (Yakutia) of May 11, 2004 No. 505-r. The size of authorized capital makes 402837370,00 rub. Shareholders of the society are the Ministry of the property and land relations of the Republic of Sakha (Yakutia) which possesses 94,64% of actions, and SUE Komdragmetall of the Republic of Sakha (Yakutia) with 5,36% of stocks [1]. The “Yakutia” airline is one of the leading air carriers in the Far East of Russia.

Since 2009 it started developing actively its presence on the long-haul and medium-haul transportations. It is connected with that the concentration of the airports in the territory of the Russian Federation is characterized by high unevenness. The main volume of the air transport is concentrated at the airports of the large cities. The achievement of economic efficiency dictates aspiration of the airline to exploit routes of flights with a high density. 

The “Yakutia” airline from 2009 to 2012 modernized the park of aircrafts of four Boeing 737, three Boeing 757, three Sukhoi Superjet-100, three Bombardier DHC-8-Q402, two An-140 [1].
Entry of the airline to the new markets with the routes of flights with a high density and the large-scale modernization of park of the aircrafts with the application of financial rent (leasing) – serious test of the airline for stability. Only the airline with the advanced mechanism of adaptability which is shown in counteraction to the violations of integrity of the system caused by negative external and internal factors can sustain such pressure. Let’s consider, in what state was a financial stability of “Yakutia” Airline in such conditions, and will compare it to the other leading Russian airlines which transported for 2013 on the international and internal transport more than 1 million passengers (the first 15 airlines on the volume of transportations) and have an organizational and legal form of the open joint stock company. The Order of the Ministry of Regional Development of the Russian Federation of 17.04.2010 No. 173 "About the statement of the Method of calculation of indicators of the absolute and relative financial stability to which have to correspond the commercial organizations wishing to participate in implementation of the projects having the nation-wide, regional and interregional value with the use of budgetary appropriations of the Investment fund of the Russian Federation" (further – a technique of the Ministry of Regional Development) will be applied to these purposes.

Initial base for an assessment are the data of accounting and reporting for fiscal year. Within this article we will consider financial condition of “Yakutia” Airline from 2011 to 2013.
The main method of evaluation of financial stability of the commercial organization, according to the technique of the Ministry of Regional Development is the analysis of absolute and relative measures of financial stability. As the absolute measures is used an indicator of size of the net assets (further – NA) and a profit indicator to a deduction of expenses on percent, payments of taxes and depreciation charges (further – EBITDA). As the relative indicators of financial stability of commercial organization two groups of indicators are used:

 characterizing ability of the commercial organization to answer for the long-term obligations;

 characterizing efficiency of activity of the commercial organization.

Let’s present the results of calculation of absolute measures of financial stability of JSC “Yakutia “Airline”” in the table 1.

Table 1
Absolute measures of financial stability of JSC “Airline “Yakutia”” for 2011 – 2013 (thousand rubles)
	Indicator
	Net assets
	EBITDA

	Recommended value
	NA>0
	EBITDA>0

	2011 
	1018666
	-66058

	2012 
	1074440
	-146193

	2013 
	1513420
	-212101


Source: is calculated by the author on the basis of accounting reports.

Apparently from the table, the indicator EBITDA<0 for the all considered period what says that the minimum condition of financial stability isn't satisfied.

Further we will present the results of calculation of the relative indicators of financial stability of JSC “Airline “Yakutia”” in the table 2 and 3.

Table 2 

Indicators characterizing the ability of JSC “Airline “Yakutia”” to answer for the long-term obligations for 2011 – 2013
	Indicator
	Coefficient of financial stability (D1)
	Coefficient of financial dependence (D2)
	Coefficientofinvestment (D3)
	Coefficientoffinancing (D4)
	EBITDA relation coefficient to the paid percent (D5)
	Coefficient of the relation of size of the long-term credits and loans to EBITDA (D6)

	Recommended value
	D1=>0,4
	D2<0,8
	D3<2
	D4>0,25
	D5>1
	D6 – isn't put

	2011
	0,59
	0,68
	0,67
	0,47
	-0,37
	-20,33

	2012
	0,39
	0,73
	0,95
	0,37
	-0,55
	-5,30

	2013
	0,76
	0,77
	0,23
	0,30
	-0,57
	-21,04


Source: is calculated by the author on the basis of accounting reports.

The table 2 shows that the coefficient of D5 is lower than the recommended value. It calls into question the ability of “Yakutia” Airline to answer for obligations on the payment of percent on the credits and loans. 

Table 3
Indicators of efficiency of the activity of JSC “Airline “Yakutia”” for 2011 – 2013
	Indicator
	Coefficient of current liquidity (L1)
	Profitability of sales (P1)
	Profitability of assets (P2)
	Profitability of the own capital (P3)
	Profitability of the main activity (Р4)

	Recommended value
	L1>=1
	Р1- isn't put
	Р2- isn't put
	Р3- isn't put
	Р4- isn't put

	2011
	2,05
	-2,08
	0,15
	0,47
	0,06

	2012
	1,39
	-2,40
	0,15
	0,55
	0,07

	2013
	3,82
	-2,91
	0,08
	0,35
	0,06


Source: is calculated by the author on the basis of accounting reports.

All the short-term obligations of JSC “Airline “Yakutia”” are provided with the current assets. Profitability of the sales has negative dynamics.

On the basis of technique of the Ministry of Regional Development of JSC “Airline “Yakutia”” is possible to recognize as the financially unstable enterprise. This statement will be significant if to compare the results of JSC “Airline “Yakutia”” to the results received at the application of technique of the Ministry of Regional Development in the air-transport branch in general.

Let’s present the results of calculation of absolute measures of financial stability of the leading airlines of the Russian Federation in the table 4 and 5.

Table 4
Net assets (million rubles)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	UralAirlines
	OrenburgAirlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	Recom. value
	NA>0
	NA >0
	NA >0
	NA >0
	NA >0
	NA >0
	NA >0
	NA >0
	NA >0
	NA >0

	2011 
	47008
	20204
	2476
	1548
	3561
	703
	145
	2423
	-380
	1019

	2012 
	46980
	26508
	2734
	2084
	-1911
	846
	763
	2427
	209
	1074

	2013 
	56088
	29041
	2910
	2776
	-1165
	1081
	1351
	3355
	70
	1513


Source: is calculated by the author on the basis of accounting reports.

Apparently from the table, only the “Russia” airline had negative value of the indicator of the net assets in 2013.

Table 5
Profit indicator to the deduction of expenses on percent, payments of taxes and depreciation charges (EBITDA) (million rubles)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	2011
	3831
	3355
	1070
	3524
	-75
	174
	116
	-776
	-610
	-66

	2012
	8520
	8311
	3947
	1199
	166
	133
	1342
	-472
	136
	-146

	2013
	9064
	6997
	1741
	No data
	481
	1011
	1023
	-62
	-161
	-212


Source: is calculated by the author on the basis of accounting reports.

On EBITDA indicator “Yakutia” Airline has as of 2013 the worst indicator from the airlines presented in the table.

Further we will present the results of calculation of the relative indicators characterizing ability of the leading airlines of the Russian Federation to answer for the long-term obligations, in the tables 6, 7, 8 and 9.

Table 6 

Coefficient of financial stability (D1)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	Recom. value
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4
	D1=>0.4

	2011
	0,63
	0,42
	0,72
	0,64
	0,31
	0,30
	0,04
	0,89
	-0,20
	0,59

	2012
	0,47
	0,43
	0,21
	0,52
	0,36
	0,31
	0,38
	0,62
	0,06
	0,39

	2013
	0,58
	0,47
	0,21
	0,31
	0,15
	0,32
	0,36
	0,73
	0,08
	0,76


Source: is calculated by the author on the basis of accounting reports.
From the table it is visible that the situation, when the specific weight of sources of financing (from among what can be used a long time) less than 1/3 is widespread in the airlines. 

Table 7
Coefficients of financial dependence, investment and financing
	
	Coefficient of financial dependence (D2)
	Coefficient of investment (D3)
	Coefficient of financing (D4)

	Recom. value
	D2< 0,8
	D3<2
	D4> 0,25

	Airlines
	2011
	2012
	2013
	2011
	2012
	2013
	2011
	2012
	2013

	Aeroflot
	0,5
	0,54
	0,47
	0,63
	0,83
	0,64
	1,02
	0,84
	1,11

	Transaero
	0,69
	0,67
	0,72
	2,83
	3,16
	2
	0,44
	0,49
	0,38

	Utair
	0,91
	0,92
	0,95
	0,29
	1,7
	0,51
	0,1
	0,08
	0,06

	Siberia
	0,92
	0,9
	0,85
	0,2
	0,16
	0,27
	0,09
	0,12
	0,17

	Russia
	-
	-
	-
	-10,12
	2,09
	7,74
	-
	-
	-

	Ural Airlines
	0,86
	0,87
	0,85
	1,38
	1,24
	1,14
	0,17
	0,14
	0,17

	Orenburg Airlines
	0,96
	0,86
	0,84
	9,91
	0,78
	0,71
	0,04
	0,16
	0,18

	ATK “Yamal”
	0,17
	0,42
	0,31
	0,43
	0,64
	0,54
	4,9
	1,36
	2,23

	Taimyr
	-
	-
	-
	-0,65
	-14,19
	-2,44
	-
	-
	-

	Yakutia
	0,68
	0,73
	0,77
	0,67
	0,95
	0,23
	0,47
	0,37
	0,3


Source: is calculated by the author on the basis of accounting reports.
Despite the quite high rate of financial dependence of “Yakutia” Airline and an annual growth of this indicator, the obligation occupy less than 80% in the structure of its capital that you won't tell about other airlines, behind an exception "Aeroflot", "Transaero" and ATK "Yamal". By the vast majority of airlines not less than a half of non-current assets are created at the expense of the long-term sources of financing. However now for the domestic airlines unsatisfactory value of the relation of own capital to the loan is characteristic.

Table 8
EBITDA relation coefficient to the paid percent (D5)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	Recom. value
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1
	D5>1

	2011
	4,20
	1,45
	0,54
	2,77
	-0,15
	0,72
	1,02
	-24,79
	-12,38
	-0,37

	2012
	8,50
	2,55
	1,45
	1,20
	0,36
	0,48
	6,55
	-2,91
	2,46
	-0,55

	2013
	14,44
	1,52
	0,44
	No data
	0,93
	2,54
	5,15
	-0,36
	-3,18
	-0,57


Source: is calculated by the author on the basis of accounting reports.

The Russian airlines have problems with providing the obligations for payment of percent on the credits and loans. The fact of arrest for debts in Israel of the aircraft of “Yakutia” Airline in September, 2014 is an example [3].

Table 9
Coefficient of relation of the size of the long-term credits and loans to EBITDA (D6)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	2011 
	3,23
	2,19
	21,56
	2,94
	0,00
	4,49
	0,24
	-0,21
	0,00
	-20,33

	2012 
	0,21
	0,98
	1,74
	6,95
	27,11
	13,38
	1,27
	-1,19
	16,04
	-5,30

	2013 
	0,67
	2,84
	7,14
	No data
	4,16
	1,74
	2,05
	-8,02
	0,00
	-21,04


Source: is calculated by the author on the basis of accounting reports.

From the table it is visible that by the different airlines in various years spasmodic changes of indicators of coefficient are observed. The more stable values of this indicator have “Aeroflot”, “Transaero” and “Orenburg Airlines”. These three airlines are the most predictable when providing the obligations for the long-term credits and loans in the long term.

The results of calculation of the relative indicators characterizing efficiency of activity of the leading airlines of the Russian Federation, we will present in the tables 10, 11 and 12.

Table 10
Coefficient of current liquidity (L1)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	Recom. value
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1
	L1>=1

	2011
	1,96
	1,11
	2,90
	2,42
	0,52
	0,84
	0,78
	5,40
	0,70
	2,05

	2012
	1,45
	1,08
	0,86
	1,89
	0,67
	1,01
	1,51
	2,08
	1,20
	1,39

	2013
	1,87
	1,07
	1,15
	1,33
	0,49
	1,04
	1,40
	2,93
	0,99
	3,82


Source: is calculated by the author on the basis of accounting reports.

All airlines presented in the table in 2013, except "Russia" and "Taimyr", had no problems with ensuring the short-term obligations with current assets.

Table 11
Profitability of sales, assets and own capital
	Airlines
	Profitability of sales (%)
	Profitability of assets (%)
	Profitability of the own capital (%)

	
	2011
	2012
	2013
	2011
	2012
	2013
	2011
	2012
	2013

	Aeroflot
	1,94
	3,33
	3,09
	10,85
	4,62
	10,19
	21,51
	10,14
	19,37

	Transaero
	2,80
	7,16
	5,08
	2,79
	1,11
	0,98
	9,07
	3,37
	3,55

	Utair
	0,47
	4,37
	1,46
	0,71
	0,73
	0,42
	7,51
	9,41
	7,85

	Siberia
	7,61
	2,05
	3,84
	3,94
	2,71
	3,74
	47,37
	26,21
	25,29

	Russia
	-0,77
	0,33
	1,28
	-5,26
	-5,43
	5,6
	-16,88
	41,59
	-133,86

	Ural Airlines
	0,13
	0,22
	2,98
	2,91
	2,16
	2,81
	20,29
	17,18
	19,13

	Orenburg Airlines
	0,48
	7,40
	4,60
	-6,82
	8,61
	5,61
	-179,68
	62,6
	35,98

	ATK “Yamal”
	-24,97
	-11,49
	-4,55
	0,32
	0,4
	0,86
	0,38
	0,7
	1,25

	Taimyr
	-9,69
	0,70
	-1,80
	-28,13
	5,21
	4,25
	140,06
	81,78
	51,08

	Yakutia
	-2,08
	-2,40
	-2,91
	0,15
	0,15
	0,08
	0,47
	0,55
	0,35


Source: is calculated by the author on the basis of accounting reports.

The average value of profitability of the sales in 2011 made 2,41, in 2012 – 1,17, and in 2013 – 1,31. In “Yakutia” Airline for the last three years negative dynamics was observed: profitability of sales decreased every year.

The average value of profitability of the assets in 2011 made 1,85, in 2012 – 2,03, and in 2013 – 3,45. Economic profitability of “Yakutia” Airline has positive value, and in 2013 on this indicator decrease in relation to the previous year is observed.

In 2013 six airlines had decrease in profitability of the own capital in relation to 2012, and at four – an increase was observed ("Aeroflot", "Transaero", "Ural Airlines", ATK "Yamal"). And in 2013 decrease in relation to 2011 was observed at seven airlines and only at three – an increase. 

Table 12
Profitability of the main activity (%)
	Airlines
	Aeroflot
	Transaero
	Utair
	Siberia
	Russia
	Ural Airlines
	Orenburg Airlines
	ATK "YAMAL"
	Taimyr
	Yakutia

	2011
	9,44
	2,34
	0,48
	1,93
	-3,40
	0,89
	-2,56
	0,21
	-6,12
	0,06

	2012
	3,46
	1,09
	0,53
	1,09
	-1,79
	0,68
	3,89
	0,27
	2,44
	0,07

	2013
	6,70
	1,08
	0,45
	1,25
	1,88
	0,78
	3,05
	0,46
	0,73
	0,06


Source: is calculated by the author on the basis of accounting reports.

Profitability of the main activity increases every year. The average value in 2011 – 0,33, in 2012 – 1,17, and in 2013 – 1,64. Indicators of “Yakutia” Airline are significantly lower than the average values on the market.

For achievement of economic stability the airlines seek to capture the markets with the routes of flights with a high density that pushes them on the large-scale modernization of the park of aircrafts with the use of financial rent (leasing). These actions quite often bring to financial instability of the airline that involves the restriction of participation in the price competition. By financial instability this problem (the price competition) leads to the problem of commercial loading of the chairs. Thus, coming of the airline to the routes of flights with a high density for the purpose of increasing of commercial loading of the chairs can lead to a boomerang effect by the low profitability of sales.

The volume of borrowed funds in the structure of the capital of “Yakutia” Airline is within the values recommended by the technique of the Ministry of Regional Development. However the negative dynamics of profitability of the sales, low profitability of the main activity (in comparison with the average values on the market) led to the problems of ensuring the obligations for payment of percent on the credits and loans.

According to the "golden rule of economy" of the enterprise:
Tpr> Tsal> Ta>100%; (1)

where, Tpr – rate of change of the profit on sales;

Tsal – rate of changes of incomes from the sale of goods and services;

Ta - rate of change of the sum of assets of the airline on balance.

In case of “Yakutia” Airline: 87,2%<105.9%<153,3%>100%. Thus, the necessary condition of the intra-system stability isn't provided.
The main problem of the entry into the markets with the routes of flights with a high density is the price competition. It is difficult to the airlines which are actively operating the aircrafts as leasing to compete in the field of the prices of transportations as they should provide the obligations for payment of percent on the credits and loans. However, recently the majority of airlines widely use the leasing. But it is difficult to the new players to compete with the players who are already working at the market in the conditions of parity in a price segment. The markets with a high density of transportations demand existence of a strong brand in the fight for passengers. Correctly chosen strategy of creation of the brand is capable to increase the passenger traffic. In our opinion, lack of the accurate branded strategy was one of the factors which led to the negative dynamics of profitability of the sales, low profitability of the main activity in comparison with the average values on the market. All this in total caused the problems in ensuring obligations for the payment of percent on the credits and loans. The unstable financial state leads to an unstable economic state.

Thus, the main problem of providing economic stability in the conditions of financial instability is the weakening of stability of the position of the airline in the market, i.e. decrease in the influence of factors providing the demand for services of the airline.
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