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Abstract

Covid-19 has negatively affected all sectors of the global economy, notably the airline
sector due to travel restrictions and flight suspension worldwide. By examining documents
and reports about the current situation of the sector around the world and in Algeria (the
national company “Air Algérie”), this research seeks to understand the effects of the virus
on the airline industry in Algeria. The results show that the company is facing huge
challenges after the loss of 320million dollars during COVID, and suggests a re-evaluation
of the company’s human resource and marketing management systems to survive this
financial crisis.
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The effect of covid-19 on airline sector in Algeria

Introduction

The spread of covid 19 has made the global economy face its biggest
challenges since the financial crisis of 2008. The first case (figure 01) of corona virus
COVID -19 was found in the Wuhan city of China on December 2019. As the
number of cases increasing, the WHO organization declared it as a pandemic (Saira
Baloch et al.,2020), and declared that it can spread when an infected person speaks,
sneezes, coughs, sings, or breathes in microscopic liquid particles through their
mouth or nose, in poorly ventilated and/or crowded indoor settings. And when
individuals touch their eyes, noses, or mouths after coming into contact with things
or surfaces that have been contaminated with the virus (World Health organization,
2021). Currently, there are 630,442,541 cases globally affected by covid19. (At the
time of writing). (World meters, 2022).

In order to prevent this disease from spreading and to protect citizens,
governments all over the world have forced a” stay at home” or a “lockdown” policy,
due to the fact that air travel has the potential to be a major factor in the spread of
airborne infections like SARS and malaria (Xiaogian Sun et al.,2021). In addition to
obstructing the spread of COVID19, these lockdown measures and travel restrictions
have had a severe impact on all sectors of the economy and led to a decrease in
consumption, production, international trading, supply chain problems, tourism,
restaurants, ...etc (Nuno Fernandes,2020), In particular “the airline” industry.

Airline companies worldwide faced the same problems: flight cancellations,
airports only operated for emergencies, bankruptcy of some airlines and some of
them worked with minimum staff. Overall, the effects are massive. In fact, statistics
indicated that airlines lost $168 billion in revenue in 2020(Bouwer et al.,2022). The
International Civil Aviation Organization estimates a 60% decrease in the number of
seats supplied by airlines worldwide in 2020 compared to 2019. (ICAO,2022). On
April 2020, the World Tourism Organization (UNWTO) also reported that out of
,217 destinations worldwide, 45% have either blocked all or part of their borders to
tourists, 30% of overseas flights have been completely or partially cancelled (World
Tourism Organization,2020).

Research question

The situation of the airline industry in Algeria is no different from airline
companies around the world, the company suffered a total loss of 320 million dollars
during this pandemic and the future of the company remains unclear.

The paper aims to analyse the impact of COVID-19 on Algerian Airline
Company by focusing on passenger transport. Therefore, our research question: How
did covid-19 affect the Algerian Airline Company?
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Methodology

The research methodology is based on the analysis of data from different
reports from IATA, ICAO, and the ministry of transport in Algeria. Therefore, it is
important to mention that reasons for not conducting quantitative analysis is due
mainly to the lack of reliable statistics surrounding the subject.

The focus will be more on investigating existing findings and giving an overall
of the current situation in Algeria.

Literature review

The viewpoint and contribution of this work are underscored by a review of
the relevant literature currently available on the effects of covid-19 on the airline
industry.

To comprehend how covid-19 spread, Hien Lau et al. (2020) looked into the
correlation between domestic COVID-19 cases and passenger as well as between
international COVID-19 cases and passenger volume in China. Their results revealed
a significant linear correlation between domestic COVID-19 cases and passenger
volume regarding areas of China (r? = 0.92,p = 0.19) and a significant correlation
between international COVID cases and passenger volume(r? = 0.98,p < 0.01).

On the similarity between air transport and Covid virus diffusion, Chinazzi et
al. (2020) developed a model to project the impact of travel limitations on the
national and international spread of the epidemic in China on January 2020. In fact,
their modelling study demonstrated that increased travel restrictions are ineffective
unless combined with public health initiatives and behavioural modifications that
can significantly lower disease spread.

The ICAOQO indicated that neither of the devastating effects of the 9-11 terrorist
attacks in 2001 nor the Global Financial Crisis (GFC) in 2008, the oil crisis, along
with all other economic disasters, had the same effect on the aviation sector as
COVID-19.

In order to avoid bankruptcy, almost all airline companies got various types of
financial support. As previously indicated, the airline industry incurred significant
financial effects. According to the international air transport association, airlines
would need at least 200 billion dollars in financial support to withstand this COVID
storm.
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Figure (01): World passenger traffic evolution 1945-2022
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Luis Martin-Domingo et al. (2022) analyzed 27 cases of state aid to European
Union airlines. The study has found out that the majority of airlines lacked the
financial resources to cope with the COVID-19 crisis; thus, their governments were
compelled to provide them with financial support. For instance, the United States
funded airlines through the Corona Virus Aid program. For the rest airlines the
results indicated that, The EU state members that provide more aid are those who
invest and consider airlines as important shareholders (countries with high income:
Sweden, Germany, Finland). Whereas the companies who had questionable financial
performance before COVID- 19 are more likely to receive this support.

Mostafa Sobhy Mahmoud (2021) investigated the effect of the virus on the
economies of Egypt air, he conducted a qualitative study based on interviewing the
managers of Egypt air. According to the author by April 2021, the company suffered
a loss of 1.2 billion Egyptian pounds. The study focused mainly on the major
restrictions for travelling from or to Egypt during the pandemic, as well as the
measures taken to recover from the losses brought on by the Corona Virus
The study revealed that Egypt Air’s revenue dropped by approximately 40%.
However, the company established a crisis cell to address concerns about the corona
virus affecting long-term travellers and the collapse of air travel. The author
recommended more promotion to internal tourism and domestic flights like the
package “spend winter in Egypt” offered by the company until the full recovery of
the industry.
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Employment is another important effect of covid-19 on air transport, according to
the IATA organisation there was a 58% drop on employment in Asia, 51% in Africa
47% in the middle east and 40% in Europe. (IATA,2022).

Figure (02): Employment supported post covid-end of 2021.
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Nawzad Majeed Hamawandy (2021) reported that in 2020 British airways
would cut 12.000 jobs. Similarly, a research conducted by Joseph B. Sobieralski
(2020) using econometric modelling to estimate the impact of covid-19 or as he
called it “uncertainty shocks” on the labour of “major”, “low-cost”, and” regional”
airlines; his model suggested that during difficult times, like the one brought on by
the current pandemic, employees at large airlines will be the most impacted
compared to low-cost and regional airlines , His analysis also indicated that cutting
staff is the airline companies' go-to crisis approach ( over 13% of the workforce),
and the most affected employees are those with direct contact to passengers. The
study also predicted that recovery would take 4-6 years. Which agrees with the work
of S.V. Gudmundsson et al. (2021) predicted that from this year 2022, it would take
up to six years for airline companies in Europe and Asia to recover from this financial
crisis.

The impact of Corona Virus on passengers’ air transport in
Algeria

Algeria was severely affected by the Corona virus and was the third-most
affected country in Africa with 270,757 cases and 6881 deaths until October 2022.
(Who,2022).

According to Marius Gilbert et al., (2020) when African governments first
implemented travel restrictions; Egypt, Algeria, and South Africa were the most at-
risk countries of importing covid-19 from China. The AFRA also stated that Algeria
is one of the five impacted countries in Africa with more than 5000 cases on April
2020. (AFRAA Covid-19 Impact,2020).

523



The effect of covid-19 on airline sector in Algeria

Figure (03): Infections Cases
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Given the fact that the first case of Covid in Algeria originated in Italy;
the national airline operator first banned all flights from that country. Later,
flights from France and Spain were also suspended. Then, by the second half of
March 2020, the president ordered the suspension of all flights from and to Algeria,
apart from those that were absolutely necessary. (Mohamed Lounis,2020).

As studies have shown, the airline industry was defectively damaged by the
Corona Virus, and the impact can be seen on Air Algerie too. Othmane Touat et al.,
(2020) stated that the company losses are about 320 million dollars which caused the
company's wages to be cut by up to 50% in order to retain its financial stability.

The world bank showed that the number of passengers dropped from 6.752.002
million passengers in 2019 to 1.460.077 in 2020 after Covid crisls.

According to the Arab Monetary Fund (AMF), In 2020, there was a 5.8 million
decline in the number of passengers, and stated that Five Arab countries, including
Algeria, were affected hard by the Corona Virus (70% decline). (AMF,2020).
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Figure (04): Passenger numbers in Algeria from 1970 to 2020
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Figure (05): The Decline in the number of Passengers in Algeria and some
Arabe countries 2020
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The ministry of transport declared that in 2020 the company carried out 145
sanitary evacuation flights 822 flights to repatriate citizens stranded abroad. The
number of passengers was as follows:

Table (1): Number of passengers evacuating by air Algeria in 2020

Patients 203
Sanitary evacuation flights

accompanist 109

Passenger evacuation Alr algérie 30.000
flights To Algeria
Other companies 2556
Passenger evacuation )

flights Abroad Other companies 113427

Source: report of the transport sector 2020, Ministry of transport, P42.

The virus significantly affected jobs in the industry. In fact, the2020 report of
AMF pointed out a huge decline in airline jobs during the pandemic by 287.000
jobs in the UAE and Saudi Arabia, 279.000 in Egypt and by169.000 jobs in
Algeria.

The AMF also predicted that there will be a revenue loss in the Arab aviation
industry up to 23 billion dollars; for Saudi Arabia the loss is up to 7.2 billion, 6.8
billion for the UAE and 0.8 billion dollars for Algeria (AMF,2020)

It's important to note that, despite having a monopoly on the Algerian air
transportation industry, the national airline was already having financial difficulties
before Covid. The employment system in Air Algeérie is random, the company
shows excess in staff which is costly to the business. (OthmaneTouat, AmelTebani,
2020).

Discussion

The latest information about the airline industry performance shows a recovery
in the business, the ICAO update of September 2022 as shown in figure 6 indicates
an improvement in world passenger traffic by -28% compared to -60% in 2020, and
declared a Moderate recovery in domestic travel while international travel remained
stagnant. (ICAQ,2022, P4).

The IATA announced a 449.2% rise in August 2022 traffic, and by 78.8% in
Europe, traffic rose by 144.9% in Middle Eastern airlines, and African
airlines experienced a 69.5% a rise in passenger traffic versus years before. The
statistics shows that Europe accounted for over half of the world international traffic
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in 2021. Additionally, the industry reported losses of $9.7 billion, a significant
reduction from the $137.7 billion in 2020 and the $42.1 billion in 2021.

The organisation declared also that the challenge for 2022 is to keep costs
under control. And stated that Passenger revenues are expected to account for $498
billion of industry revenues, more than double the $239 billion generated in 2021.
(IATA,2022).

Figure (06): Number of International Passengers by region (2019-2020-2021)
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In 2020, African airlines cumulatively lost $10.21billion in revenues due to
the impacts of the pandemic and more slowly than in other regions, passenger
numbers to, from, and within Africa will increase, reaching 76% of 2019 levels in
2022 and approaching pre-crisis levels only in 2025, and it is the lowest among
regions. And very close to pre-pandemic levels. (IATA,2022).

Figure (07): African airline recovery
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In Algeria, there is a huge lack in Air Algérie statistics for the post-Covid
situation, the only trustworthy statistics are those of “Algeria Press service”.
The APS claimed that the current rate of flights was around 68%, and it planned to
expand it to reach 78% more than the levels attained in 2019.
In 2021 domestic traffic represented 79% of the total compared to 21% for
international flights.

The company's financial status has drastically declined due to the loss of
revenue caused by COVID-19. in addition to the extra stuff that the company's
managers must review their resources management system, mainly their human
resources. (APS,2022).

Conclusion

based on the examination of the study topic we must restate the research
question before concluding. The research question was about “How did covid-19
affect the Algerian airline company”. Depending on our analysis the impact of this
pandemic is huge. The airline industry was one of the most affected businesses
worldwide.

According to the IATA’s Director General (2022), the airline industry cuts
losses up to 9.7 billion dollars. And A global GDP growth rate of 3.4% this year in
2022, passengers’ number will increase to 83% of pre-pandemic levels.

Revenues are rising as COVID-19 travel restrictions loosen and more individuals
fly again. Industry revenue from passengers is expected to reach $498 billion, more
than twice as much as the $239 billion in 2021.

As the industry returns to more normal levels of production the high fuel costs and
labour expenses are the challenge for 2022:

- fuel is the industry's biggest cost item (24% of total costs, up from 19% in
2021). Based on forecasts. Compared to the 359 billion litters used by airlines
in 2019, 321 billion litters are predicted to be consumed by the end of 2022.

- In addition to the Ukrainian war which slowing down the travel recovery.

Overall, the economic recovery from the pandemic is promising and current
demand for travelling is strong as governments around the world are not willing to
accept any costs of further COVID-19 border closures.

In order for the Algerian airline business to survive this financial crisis, the
company’s biggest priority is to re-evaluate its human resource management and try
to attract new users and tourists. As the statistics of the current situation are
insufficient there is a need to analyse the research question with further quantitative
research.
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