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THE ROLE OF THE STATE IN ENSURING SUSTAINABLE
DEVELOPMENT OF AIR TRANSPORT IN THE POST-WAR

Oleg Maksymov, Dmytro Bugayko. «The role of the state in ensuring sustainable development of
air transport in the post-war». The article examines the important role of the state in ensuring the sustainable
development of air transport after the war. The influence of the state on various aspects of the aviation industry,
including aviation safety, financial support for airlines, aircraft leasing fleet and infrastructure, is studied. The
article discusses the need to modernize the state policy to influence the support and development of the aviation
sector and create a favourable investment climate in Ukraine. It is important not only to restore the aviation
industry after the war, but also to ensure its modernization and sustainable development, taking into account
international experience and innovative approaches.
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Onez Makcumos, [jmumpo byaaliko. «Ponb Oep)xasu 8 3a6e3neyeHHi cmasnozo po3sumky
noeimpsaHo20 mpaHcnopmy 8 nicnAeo€eHHUl nepiod». Y cmammi po32/190aemobCs 8aXX/1UBA POJb Oepxasu
8 3a6e3neyveHHi cmaso2o po3suMKy asiayitiHoeo mpaHcnopmy nicns gitiHu. JJocnioxeHo 8nsiug depxxasu Ha
pi3Hi acnekmu asiayitiHoi eanysi, ekodaroyu asiayitiHy 6esneky, giHaHcosy niOmpumKy dsiakomnaid,
Ni3uHe08Ul Napk nosimpsaHux cyOeH ma iHgppacmpykmypy. ¥ cmammi o62080pioembca HeobxiOHicmb
MoOepHi3auil 0epXasHoi NosIiMuUKU 8nsiugy Ha NIOMpPUMKY mad po3s8UMmOoK asiayitiHoi easy3i ma cmeopeHHs
CnpUAM/IUB020 iHBECMUYiLiIHO20 Knimamy 8 YKpaiHi. Baxnugo He nuwe 8ioHosumu asiayiliHy npomucsiogicme
nicna giliHu, a U 3abe3nedumu i MOOepHi3ayito ma cmasnudl po38UMOK 3 ypaxy8aHHAM MiXHAPOOH020 00C8idy
ma iHHosauiliHux nioxoodis.

Knrouoei cnoea: ponb gepxasu, CTanin PO3BUTOK, NOBITPAHWIA TPAHCNOPT, CTpaTerii BigHOBNEHHS,
nicNABOEHHWI nepioa
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Introduction. Aviation plays a crucial role
in promoting socio-economic development
and is an integral part of today's world,
contributing to economic growth, social
progress, and global integration. Even before
February 24, 2022, russia's war against
Ukraine had a negative impact on airlines, and
since the beginning of the full-scale invasion,
all components of the aviation industry of
Ukraine have suffered destructive losses,
including not only airlines, but also airports,
airfields, maintenance and repair
organizations, ground handling companies,
air traffic control systems, and others. Today's
challenges threaten the very existence of the
industry, emphasizing the urgent need of the
state to develop comprehensive scenarios for
the rapid recovery and sustainable
development of air transport in Ukraine. The
task of creating a new, effective and
successful state policy for the development of
the aviation industry of Ukraine, which would
meet modern challenges and risks, by
improving the appropriate mechanisms for its
creation and implementation, becomes
extremely important.

The aim of the article is to examine and
substantiate the importance of state actions
in ensuring the sustainable development of
the aviation industry in the post-war period.

Analysis of literature data and
clarification of problems. The problem of
post-war resumption of air transportation is
considered by a large number of experts.
Aviation expert K. Novikov [9] emphasizes the
importance of outlining scenarios and
priorities for the recovery of the aviation
industry, as well as the priority of the state's
role in this matter. Expert, former Deputy
Director General of Boryspil Airport for
Commercial  Activities and  Strategic
Development H. Zubko [19] points to the risks
of losing qualified aviation personnel,
emphasizing the importance of providing
them with the opportunity to train and work
in Ukraine after the end of the war. Zubko [4]
also analyses the factors that will affect the
speed of restoration of civilian airports in
Ukraine after the war. N. Horbal and Y.
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Radchenko [2] analyse the peculiarities of the
development and current state of the air
transport industry in Ukraine, as well as the
issues of rapid recovery of aviation, in
particular work with remaining companies
such as SkyUp. In the work of D.Bugayko at all
[20], in order to formulate strategic scenarios
for post-war recovery and sustainable
development of air transport in Ukraine, it is
proposed to use the Concept of national
management of integrated risks of air
transport of Ukraine. An indeterminate
problem that has conceptual relevance and
practical significance is the definition of the
role of the state in ensuring the sustainable
development of air transport in the post-war
period.

Presentation of the main results. The
sustainable development goals of Ukraine
until 2030 require the state to take care of
national interests aimed at supporting
sustainable economic growth, developing of
civil society, and strengthening the state to
improve the standards and quality of life of
citizens, as well as ensuring the observance of
constitutional rights and freedoms of
individuals and citizens. In this context, great
emphasis is placed on achieving a balance
between the economic, social, environmental
and security aspects of sustainable
development of Ukraine, including the need
to take into account the development of the
aviation industry.

It is worth noting that the aviation
industry suffered serious losses due to the
imposition of martial law and earlier due to
quarantine restrictions related to the COVID-
19 pandemic. Therefore, it requires
comprehensive measures of state support
based on an assessment of the state of
infrastructure, as well as on programs for its
improvement and expansion, which were
already in the process of implementation in
the pre-war period.

The post-war development of the
country's aviation industry will require
significant investment, including foreign
capital. And this requires the implementation
and execution of appropriate state policy,
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because the need for investment and
innovative renewal of the transport industry
significantly exceeds the level of funding
available at the moment.

Aviation constantly faces rapid and
changing market conditions and intense
competition. This reality dictates the need for
a swift response to these challenges and
requires a scientifically substantiated
strategic vision to maintain a trajectory of
sustainable development, the main ideas of
which, at the national, regional, and local
levels, are the harmonization of economic,
social, and ecological components.

Since the aviation industry is strategically
important, in the post-war period it is very
important to resolve a number of urgent
issues and discrepancies, without which it is
absolutely impossible to ensure the
sustainable development of the industry.
These issues include:

« Ensuring aviation safety and security is
a priority issue where there can be no
compromises.

+ Infrastructure investments for the
restoration of damaged infrastructure and the
financing of reconstruction and expansion of
airports, runways, and other facilities.

« Implementation of programs aimed at
ensuring a high level of training and
education for professionals in the aviation
industry.

« Improvement of the state asset
management system in the field of aviation
infrastructure.

« Support for the development of the
aviation sector and the creation of conditions
for supporting the sustainable growth of
domestic aviation carriers [13].

World air transport is a complex system
that is open to the influence of many
interconnected and unrelated factors. One of
the most vulnerable parts of this system is the
activities of airlines. Their activities as an
integral component of the global transport
infrastructure are extremely vulnerable in the
context of military conflicts, which has
profound and multifaceted consequences for
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the entire industry, the country's economy,
and the well-being of society as a whole.

In the post-war period, all domestic
airlines will face financial difficulties and
government subsidies, loans or other forms of
financial support will be essential for the
recovery of the industry. In addition to
resource challenges, the socio-economic
consequences of the conflict, such as a
decline in the purchasing power of the
population, will lead to a change in demand
patterns for air transportation [5].

Separately, emphasizing the leading
place of airlines, it should be noted that they
play a central role in the global air
transportation system, acting as engines of
economic growth and development. Their
impact on the economy exceeds the mere
provision of transport services, as they
contribute to the generation of passenger
and cargo flows that have a cascading impact
on the entire aviation infrastructure and
related businesses.

In the context of the air transportation
system, airlines can be considered as primary,
strategic elements that initiate and support
cyclical and synergistic processes in the
macroeconomic  system. Their role is
important not only to ensure the mobility of
people and goods, but also to strengthen
economic resilience and progress at the
national and international levels. The
functioning of airlines contributes to business
activity, support for tourism, cargo
transportation, exports and imports, which in
turn strengthens international trade and
global integration. In addition, airlines are
significant employers, both directly and
because of the multiplier effect they create in
the employment sector, initiating job creation
not only in aviation but also in other
industries.

Ukrainian airlines will face
unprecedented challenges after the war
events, which will significantly complicate the
process of recovery and further development
of the aviation industry in the country as a
whole. The situation, characterized by limited
resources, both material and financial, will
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require airlines to mobilize all available means
for the effective revival of their activities.

The specifics of the labour market,
particularly the reduction in the number of
available skilled workers due to the migration
of women abroad and the loss of men during
hostilities, create additional obstacles.

This new economic reality requires
airlines to take a more conservative approach
to expanding their route network, optimizing
costs, and investing in marketing.

Financial difficulties caused by a long
period of instability require a strategic
approach to budgeting and investment. The
restoration of the fleet, infrastructure,
optimization of routes, as well as the search
for reliable partners for cooperation at the
international level will become key aspects of
the survival and development strategy. The
implementation of concessions, supervisory
boards and the engagement of professional
management will also contribute to the
creation of a stable and competitive aviation
system in Ukraine.

Aviation expert K. Novikov asserts that in
the post-war period, the role of the state in
ensuring the sustainable development of air
transport in Ukraine is determined by a set of
measures [9]. It is necessary to prioritize the
restoration of airports, especially in the
eastern and southern parts of the country,
involving experts, taking into account the
needs in passenger and cargo transportation.
State support for airlines and airports,
including through subsidies, exchange with
foreign partners, and training programs, is
important for the preservation and
development of qualified personnel.

In addition, the establishment of the
State Agency for Restoration and
Infrastructure Development of Ukraine is a
key step in the development and
implementation of the recovery plan,
including prioritizing projects, dialogue with
business entities, compliance with European
standards, combating corruption, and the
creation and operation of a strategic planning
system for regional development.

7-16
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It is important to emphasize that air
transport is one of the key backbone
industries that have deep connections to all
areas of the economy and social
development. In the post-war period, when
Ukraine expands its domestic and
international  transport links, increases
production and improves the lives of the
population, the importance of transport and
its role as a system-forming factor will only
grow. Under such conditions, the
development and modernization of the
aviation industry should be carried out on the
basis of a comprehensive analysis of its
current state and in deep interaction with the
general trends in the socio-economic
development of the country and global
strategic directions in the field of economy,
through the creation and implementation of
an effective and efficient state policy.

To ensure sustainable and competitive
development of the aviation industry in
Ukraine, first of all, it is necessary to improve
the business environment in the country,
create an attractive investment climate and
maintain confidence in the state authorities as
a body responsible for the socio-economic
development of the country and, accordingly,
the development of the aviation sector.

The development of comprehensive
state support programs aimed at stimulating
the recovery of airlines may include financial
incentives, tax rebates, subsidies for fleet
renewal, as well as special professional
training programs for training and retraining
of personnel. Such a multifaceted approach
will help not only stabilize the aviation
industry, but also ensure a gradual economic
revival, strengthening the position of
Ukrainian air carriers in the international
arena.

How clear the government's vision is
regarding the future development of the
economy influences the key aspects of the
country's macroeconomic stability. This
stability is determined by maintaining the
level of socio-economic growth, ensuring full
employment of the population, price control,
stability of the exchange rate of the national
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currency and balance of payments, as well as
reducing public debt relative to GDP [14].

It is very important to have a favourable
business environment that guarantees
predictability and stability, as well as provides
enterprises with the opportunity to protect
their rights and reduce the regulatory burden
on business. This will help Ukraine compete
for investment in the international capital
market and contribute to the economic
growth of the state, including the aviation
industry.

The main pillars on which the restoration
of aviation relies are security, infrastructure,
financing and investment, incentives and
innovation. The state plays a key role in
ensuring the safety of air transport through
the establishment of safety standards,
inspection, and certification of air carriers and
aircraft. The State is responsible for the
development and maintenance of airports
and airways that are essential for the
development of air transport, establishes
rules and regulations for the operation and
maintenance of aircraft, and promotes fair
competition in the field of air transportation.

H. Zubko emphasizes the relevance and
necessity of constant assessment of the levels
of risks and threats to flight safety. Because
Ukraine, being in the highest risk group, must
adjust plans and determine the potential
capabilities of the aviation sector depending
on the enemy's systems and means of
destruction. Zoning of the regional airspace
structure is an important step for a large
geographic country such as Ukraine. It is
emphasized that air travel should resume on
certain safe routes, hoping to open the first air
routes to airports in the west of the country in
the near future, provided that there are
appropriate safe conditions for flights.

To ensure the sustainable development
of air transport in the post-war period, the
state needs to implement specific
mechanisms, such as:

1. Regulatory  bodies, namely the
establishment and functioning of relevant
agencies and bodies to regulate air transport,
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which establish safety and environmental
standards.

2. Aviation policy, which includes the
development of national aviation policies that
define strategic goals and priorities for the
development of the sector.

3. Financial support, which involves
providing financial assistance to airlines and
investing in the modernization and expansion
of airport infrastructure.

4. Environmental standards, such as
establishing emission rates and requirements
to reduce the impact of aviation on the
environment.

5. Supporting and funding research and
development aimed at reducing emissions,
improving technologies, and increasing the
fuel efficiency of aircraft.

6. Training and education programs for
professionals in the air transport sector with a
focus on safety and sustainability.

7. Subsidies and incentives to encourage
the wuse of environmentally friendly
technologies and practices in air transport
[13].

These mechanisms help states achieve a
balance between the development of the
aviation industry, maintaining sustainable
development, and preserving the
environment.

To implement the aforementioned
actions for the sustainable development of air
transport in Ukraine, financial resources are
needed. The Government of Ukraine may
allocate funds from the state budget for
infrastructure projects, research and aviation
safety improvement programs. Ukraine can
receive financial support from international
financial institutions and funds for the
development and modernization of aviation
infrastructure. It is especially valuable to
attract investments and resources of private
companies for joint projects and aviation
development.

It is justified to create environmental
funds, implement environmental levies for
compensating CO2 emissions from air
transportation, and finance projects to reduce
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the impact of aviation on the environment
[18].

The state needs to actively search for
opportunities to obtain grants from
international organizations or donors for the
implementation of specific projects in the
field of aviation. Also work on attracting
foreign investors to finance projects in the
field of air transport.

It is important to effectively manage and
use these financial resources to achieve the
specific goals of maintaining the sustainable
development of air transport in Ukraine.

In the context of seeking support from
investors, it is worth raising the issue of
greening air transport. In our firm belief, the
post-war recovery of aviation should involve a
radical transformation of the current state of
the industry in accordance with the principles
of sustainable development. Joining the
European Green Deal aims to reduce
transport emissions by 90% by 2050 [11].

It should be noted that in recent years,
domestic airlines and airports have not
actively developed programs to implement
'green’ technological solutions into their
operations. There is not a single airport in
Ukraine that can be considered 'green'. The
situation has now worsened even further, as
the Russian army has inflicted damage to
airports amounting to over 200 billion
hryvnias. Of the 19 functioning civil airports,
12 have been destroyed or damaged.

The Ukrainian "Marshall Plan", presented
in Lugano, envisages the reconstruction of 5-
7 airports, which will be determined taking
into account the goals of sustainable
development and will reduce the harmful
impact on the environment [6]. The State
Aviation Administration of Ukraine and the
Ministry of Digital Transformation of Ukraine
have already created the portal "Fly Green: the
Way to Green Aviation", which promotes
practical tools for the implementation of
"green technologies" at airports and contains
advice on managing finances and natural
resources. In particular, this involves the use
of special materials (low-carbon concrete,
wood, photocatalytic membranes, biofuels,

7-16
v.23 (2024)
https://smart-scm.org

etc.), solar panels, the installation of various
energy-saving systems, etc.

Professor A. Dligach, who is a co-founder
of the Center for Economic Recovery,
Chairman of Advanter Group, Professor of the
Taras Shevchenko National University of Kyiv,
highlights that in the coming years the main
tasks are to resolve the contradiction between
the militarization of the economy and its rapid
growth. This requires the implementation of a
complete modernization, and not just
reconstruction after destruction. According to
the expert, "the new strategy of economic
development should be based not only on
historical experience (countries that were
able to recover from the war or double their
GDP in 10 years), but also on revolutionary
ideas that could create value for the whole
world." [3].

However, it is important to adhere to
other principles that will ensure the
effectiveness of the strategy, including:

- The vision of a new course for Ukraine.

- Creating economic opportunities
through an effective state.

- Ensuring security.

- A liberal, innovative economy that
attracts global attention.

- Enhancing the well-being of citizens
and developing human capital.

- Utilizing opportunities in international
cooperation

Therefore, Ukraine needs modernization
and innovative economic growth, which
should take place over the next decades.

Since some indicators of sustainable
development of air transport are compared
relative to Ukraine's GDP, it is necessary to
analyse the current and forecast values of
both nominal and real GDP of the country.
There are the following forecasts for Ukraine's
real GDP until 2030:

- The EBRD envisages a 20% reduction in
GDP.

- The IMF predicts a 35% decline in GDP.

- The National Bank of Ukraine expects
GDP to contract by 33%.

- The World Bank envisages a 45%
reduction in GDP [1].
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Agreeing with the opinion of Y.
Romanchuk, who argues that a return to pre-
war economic policy, which will make it
possible to achieve the level of 2021, is
possible only by 2040, which is not an optimal
approach, it is proposed to consider various
recovery scenarios, as proposed by A. Dligach,
as well as principles that should serve as the
basis of Ukraine's economy for a decade after
the end of the conflict. It is important to note
that these proposals are declarative in nature,
which means that they are necessary but not
sufficient to achieve success. The same
principles are proposed by the Ministry of
Economy of Ukraine. Since some of the
indicators of sustainable development of air
transport depend on Ukraine's GDP, it is
possible to consider possible scenarios for the
recovery of air transport in the post-war
period [15]:

1. Realistic

2. Optimistic

3. Entering the zone of optimal
sustainable development.

Moreover, a realistic scenario envisages a
level close to the pre-war state, the optimistic
scenario exceeds the level of sustainable
development of aviation transport for all
years of its existence, and the scenario of
entering the optimal zone of sustainable
development of EU countries is the most
desirable for the state.

Therefore, the main objective of the
policy is to comply with the developed
strategic plan through the development of
appropriate regulatory measures to achieve
the desired objective. Thus, the formation of
reasonable response measures to hostilities
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and adaptation of the trajectory ensures
sustainable  development to achieve
strategically defined goals [71].

Aviation expert K. Novikov asserts that
the main focus for the Ukrainian state should
be on the phased reconstruction. In the first
phase of reconstruction, attention should be
concentrated on regional airports such as
Chernivtsi, Ivano-Frankivsk, Kherson,
Vinnytsia, Rivne, which have significant
regional and economic importance. The
second basket may include airports with great
potential for local transportation and the
development of low-cost international
carriers. Considering the security situation,
the expert believes it is advisable to create a
state-private  management company to
manage newly created or reconstructed
airports. In addition, involving the Armed
Forces of Ukraine in building systems to
protect airfields from aerial capture and
investing in airport security are also extremely
important aspects. These steps will help make
Ukraine a successful transit country with a
doubled number of ultra-modern airports and
a developed intermodal transportation
system [10].

In the study, Y. Kharazishvili, O. Kvilinsky,
D. Bugayko, M. Hryhorak, V. Butorina and |I.
Yashchyshyna carried out quantitative
calculations and depicted the strategic
dynamics of gross value added (GVA) index of
air transport, which makes possible to build its
trajectory until 2030 relative to 2010 for the
analysis of certain scenarios (Fig. 1) [16].
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—r— Scenario 2 (7,2 %) —=— Scenario 3 (104 %)

Figure 1. Strategic dynamics of GVA of air transport
Source: Kharizashviliet al. [16]

From the above figure (Fig. 1), it can be
seen that under a realistic scenario, the real
gross value added of air transport remains at
the level of 2021; according to the optimistic
scenario — at the level of 2018; according to
the scenario of entering the optimal zone of
sustainable development - at the level of
2019.

It is important to emphasize that the
implementation of these scenarios is possible
only under the condition of an absolute
cessation of corruption and a significant
reduction in the level of illegal schemes in the
Ukrainian economy, including air transport, to
the level typical for the countries of the
European Union.

All the above scenarios of post-war
recovery are determined by uneven
development of various aspects and
indicators. Therefore, the next stage after
entering the optimal zone of limit values will
be to achieve the criterion of sustainable
development according to the integral
indicator of the average optimal values of all
components and all indicators [16, 20].

Institutional actions to support the
positive scenario of the post-war recovery of
air transport in Ukraine include [12]:

1. Updating and revising the provisions
of the State Target Program for the
Development of Airports for the period up to
2023, the State Target Scientific and Technical
Program for the Development of the Aviation
Industry for 2021-2030 and the National
Transport Strategy of Ukraine for the period
up to 2030, taking into account the conditions
of recovery and sustainable development
after military conflicts.

2. Development of mechanisms to
support the aviation sector of Ukraine after
the war by the state, with special attention to
creating attractive conditions for attracting
investors.

Together, these measures aim to ensure
the profitability of Ukraine's air transport in
the third year after the end of the conflict.

Conclusions. Summing up, modern
conditions require urgent modernization of
the state policy on the development of the
transport industry of Ukraine using the best
international  experience. Solving the
problems that exist in the development of the
aviation industry should take into account
both national and international interests of
our state in this area. Thus, the state policy
regarding the further development of the
aviation industry of Ukraine should be based
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on a combination of national and advanced
international experience, as well as our own
realities.

For Ukraine, which is facing military
challenges, addressing security issues related
to the creation of an effective transport
infrastructure are the biggest and most
important steps to preserve its statehood,
sovereignty and territorial integrity.

In order to solve the existing problems
and conflicts related to the restructuring and
modernization of the state policy for the
development of the transport sector of
Ukraine, it is important to give the highest
priority to such aspects as forecasting and
strategic planning of its development in the
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short, medium and long term. The state has a
key role to play in the recovery, from financing
to regulation and creating a favorable
environment for the sustainable
development of the industry [20]. The state
should become the driving force for the
development and implementation of
comprehensive strategic scenarios that will
ensure the rapid recovery and sustainable
development of air transport, including
infrastructure investments, development of
human  resources,  improvement  of
management, support for domestic aviation
entities and promotion of fair competition in
the field of air transportation and stimulation
of the aviation sector as a key element of the
national economy.
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