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Abstract ‘ Original Research Article

The study investigates the most important determinants of the financial stability of Nigerian domestic airlines, focusing on the
external economic conditions, regulatory barriers, and operational inefficiency. Persistent financial instability in the Nigerian aviation
sector has resulted in disruption of operations, massive debt profile, and closure of several domestic airlines, which is a serious threat
to the growth and sustainability of the industry; the problem statement indicated this. The research design used in the study was a
descriptive survey. Data were collected in the form of structured questionnaires, which were administered to airline managers,
financial officers, and operational staff in selected Nigerian domestic airlines. The data were analyzed with the application of
descriptive statistics as well as multiple regression analysis to test the relationship between the independent variables and financial
stability. Findings established that the effects of currency fluctuations, inflation, and fuel price instability on airlines’ financial
performance were very adverse. Other regulatory bottlenecks, like high taxes and high costs of compliance, were also found to
undermine profitability and liquidity. Additionally, operational inefficiencies arising from bad fleet management, postponed
maintenance, and poor integration of technology were found to be the primary causal factors of the instability of finances. Based on
the foregoing findings, the study proposes that the government should come up with pro-growth policies, tax incentives, and subsidy
programmes to alleviate the economic burden on domestic airlines. Furthermore, interest in the attainment of modern fleet
management systems, optimized operations of the routes, and cost-control techniques is essential for improving operational efficiency
and financial stability of the airline companies.
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1.0 INTRODUCTION

The aviation industry is crucial in economic growth,
connectivity and trade (Abate et al., 2020). However, it is still
a difficult task to ensure that there is financial stability in
particular within developing economies where there are fuel
price changes, currency volatility and regulatory change that
threaten the profitability of airlines (Doganis, 2019). The
financial management has to respond to both external and
internal changes in order for the organization to be long term
sustainable (Zuidberg, 2017). In Nigeria, domestic airlines are

perpetually facing crises in operations because of the inflation,
volatility of exchange rates, tax regimes, fuel shortages, and
break-downs in infrastructure (Oladele et al., 2023; lyiola et al.,
2020). Such challenges are worsened by lack of proper fleet
maintenance, lack of route utilization, as well as administrative
delays (Mohammed et al., 2022). Although there have been
many studies on the financial performance of airlines
internationally, inadequate conceptualization has focused on
the interplay of external economic, regulatory and operational
factors in Nigeria domestic aviation sector (Adeniran & Lawal
2022). This gap in the literature has been used as the focus for
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this study which aims to provides a broad conceptual
framework which connects these multidimensional factors to
financial stability. The study is significant in helping managers,
policy-makers, and investors to appreciate how these variables
play out to influence airline sustainability of this unique
operating environment in Nigeria (Sundararajan et al., 2022).
This research is based on the Resource-based view (RBV) and
the Contingency theory, with the focus on the internal
resources, and the correspondence of strategies with the
external conditions (Barney, 1991; Donaldson, 2001).

1.1 Statement of the Problem

The aviation sector plays a significant role in world
trade, tourism, and connections, but financial instability is an
important concern for domestic airlines, especially in emerging
economies such as Nigeria. Despite its importance, Nigerian
airlines are still subjected to increasing operational costs,
unstable prices of fuel, changing rates of exchange, and erratic
government policies (Abate, 2020; Olagunju et al., 2023).
About half of the airlines in Nigeria have been suspended or
bankrupt over the last decade, pointing to the need for financial
management in the sector (NCAA, 2022). Past research hardly
ever emphasized single factors such as volatility in fuel prices
or the size of fleets, ignoring the larger set of challenges faced
in achieving the financial stability of Nigerian domestic airlines
(Eboh & Nwankwo, 2021). Operational inefficiencies like poor
fleet maintenance and underutilized routes are being
understudied despite having evident effects on the financial
performance (Ishola et al., 2023). The impact of financial
instability experienced at domestic airlines also has an
economic implication, and this extends to airport service
providers, workers, and the supply chain (Mohammed &
Sundararajan, 2024). This study will fill these gaps by the
development of a conceptual model to examine how external
economic forces, regulatory limitations, and inefficiency in
operations contribute to financial stability within the aviation
sector in Nigeria.

1.2 Significance of the Study

The present conceptual paper is important in three
major aspects. Intended theoretical development, policy
implications, as well as a practical guide for Nigeria’s aviation
sector. The issue of financial instability continues to be a
constant challenge for domestic airlines in Nigeria with the
suspension of routes and in severe circumstances, carrier
collapses (Adeniran & Ugoani, 2023). The gap of where
external economic factors, regulatory constraints, and
operational inefficiencies lead to the financial instability of
these airlines is filled in by the study by establishing an all-
inclusive framework that connects the listed factors to airlines’
financial stability. Conceptually, the study’s literature presents
contributions made to the literature from perspectives of
aviation financial management, regulatory economics, and
operational strategy. It addresses the requirement of multi-
factorial analysis of financial distress among emerging market

airlines at a time of complex interactions of environmental
volatility and weak institutional environments (Ezenwa et al.,
2023). Practically, the findings offer airline executives,
policymakers, and regulators valuable insights into risk
management and operational strategies, contributing to
financial stability in the industry (Mohammed, Sundararajan &
Lawal, 2022). Contextually, the study's focus on Nigerian
domestic airlines, which are critical to national mobility, offers
timely guidance on addressing the sector's operational crises
and financial struggles (FAAN, 2023).

1.3 Research Objectives (RO)

1. To examine the impact of external economic factors
(currency fluctuations, inflation, and fuel prices) on the
financial stability of Nigerian domestic airlines.

2. To evaluate the effect of regulatory constraints
(government policies, aviation regulations, and taxation)
on the financial stability of Nigerian domestic airlines.

3. To assess how operational inefficiencies (fleet
management, maintenance delays, and route utilization)
influence the financial stability of Nigerian domestic
airlines.

4. To analyze the collective impact of external economic
factors, regulatory constraints, and operational
inefficiencies on the financial stability (profitability, debt
management, liquidity, and cost control) of Nigerian
domestic airlines.

1.4 Research Questions (RQ)

1. How do external economic factors, including currency
fluctuations, inflation, and fuel prices, affect the financial
stability of Nigerian domestic airlines?

2. In what ways do regulatory constraints, such as
government policies, aviation regulations, and taxation,
influence the financial stability of Nigerian domestic
airlines?

3. What is the effect of operational inefficiencies, including
fleet management, maintenance delays, and route
utilization, on the financial stability of Nigerian domestic
airlines?

4. What is the combined effect of external economic factors,
regulatory constraints, and operational inefficiencies on the
financial stability (profitability, debt management,
liquidity, and cost control) of Nigerian domestic airlines?

2.1 Conceptual Framework

The financial stability of Nigerian domestic airlines is
influenced by a combination of external economic factors,
regulatory constraints, and operational inefficiencies. Each of
these elements plays a pivotal role in shaping the financial
health of the airlines, particularly in a developing economy like
Nigeria, where unique challenges emerge from both internal
and external pressures. The conceptual framework outlined
here seeks to identify and explore these determinants, offering
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insights into how they interconnect to influence financial
stability in the aviation sector.

External Economic Factors

The financial operations of the Nigerian domestic
airlines are highly influenced by external economic factors in
the form of fluctuations of currencies, inflation rates, and even
global fuel prices. The depreciation of Nigerian Naira against
big currencies creates more cost of importing parts of aircraft
and leasing international flight equipment, this financial
stresses airline. More to it, the volatility of the oil prices causes
direct distress to the jet fuel costs, which puts additional
pressure on the airlines’ running funds (Research Gate, 2016).
Inflation, too, saps the purchasing power of both consumers and
operators, causing less demand for air travels and higher costs
of operations (IATA, 2016). Nigerian airlines, therefore, should
always change with time according to these external shocks, to
achieve profitability and also liquidity.

Regulatory Constraints

There is a set of challenges for the regulative
environment in Nigeria, which has an adverse impact on the
stability of national airlines. Policies by the government,
aviation regulations, and tax regimes tend to make the
compliance to the airlines heavier. The absence of effective and
well thought regulations as well as bureaucratic inefficiencies
results to increased operating expenses and sluggish service
provision (Abdullahi et al., 2015). Besides, the suboptimal
support to the infrastructure projects, for example, poor
facilities in airports and lack of aviation safety standards,
undermines the competitiveness of Nigerian airlines. Such
regulatory limitations, thus, further intensify the strain on
finances that the airlines are already under (Mohammed,
2023a).

Operational Inefficiencies

Such operational inefficiencies as poor fleet
management, delays in the maintenance of their aircraft, and
underutilized routes push Nigerian domestic airlines even
further into financial instability. Lack of effectiveness in
scheduling and the outdated technology systems lead to
excessive fuel use, maintenance costs, as well as the downtime
of the aircraft (Redalyc, 2022). In addition, a lack of effective
training and management of airline staff results in poor service
quality that ultimately has an impact on the satisfaction of
customers and financial performance. It is paramount in
improving the control of operational costs and guaranteeing the
long-term viability of finances for the airlines (GPH Journal,
2025).

Financial Stability

The state of financial stability of the Nigerian
domestic airlines will be characterized by such indicators as

profitable activity, efficient debt management, liquidity, and
operational cost management. The financial stability helps
airlines survive through economic recessions, invest in their
infrastructure anew, and keep the offerings of service
competitive. Financially stable airlines have higher chances of
surviving external economic shocks compared to airlines that
are in financial distress and hence in a frail state to weather
other market forces and regulatory changes (Nature, 2023).

Integrated Conceptual Model

The conceptual framework postulates that the external
economic factors, operational inefficiencies, and regulatory
constraints synergistically, multi-dimensionally, play upon the
financial stability of Nigerian domestic airlines. Each of the
factors impacts the others, and taken together, they create a
dynamic world of which financial stability is a precarious
balance. Regulatory policies, for instance, could accentuate the
effects of inefficiency in operations, while external economic
factors might also heighten the restrictions arising from
ineffective regulations. Encompassing insight on these links is
highly important in devising appropriate strategies that
reinforce the financial stability of domestic airlines in Nigeria.
By addressing these interdependent factors, by implementing
policy reforms, better operating strategies, and by reducing the
risk of economic factors, stakeholders can contribute to the
creation of a more sustainable and competitive industry of
airlines in Nigeria.

2.2 Theoretical Framework

This study incorporates major theories such as external
economic factors, regulatory issues, and operational
inefficiencies to explain the financial stability of Nigerian
domestic airlines.

Resource-Based View (RBV)

RBYV posits that competitive advantage can only be
attained by firms because of the uniqueness of its resources
(Barney, 1991). For Nigerian airlines, better resources such as
modern fleets and experienced employees help ease the
economic and operational inefficiencies.

Transaction Cost Economics (TCE)

TCE maintains that firms have a desire to reduce the
costs of exchange (Williamson 1981). Airline businesses in
Nigeria are faced with rising costs of business associated with
a volatile exchange rate and complex regulations that
necessitate strategic business investments in compliance
systems as well as risk management if they are to remain stable.

Agency Theory

Agency theory, therefore, studies the imbalance that
exists between the owners (principals) and the managers
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(agents) (Jensen & Meckling, 1976). In Nigerian airlines, the
shortage in fleet and deficiencies in operational effectiveness
might be because of this lack of alignment, meaning that there
is a need for better alignment in managerial rewards and
airlines’ aims.

Systems Theory

Systems theory focuses on the interrelatedness of the
organizational entities (Von Bertalanffy, 1968). Economic
factors, regulations, and inefficiencies are intertwined and have
impacts on the financial stability that call for holistic strategies
to manage them.

Contingency Theory

Contingency theory emphasizes the fact that strategies
are to be modified with regard to situational factors (Fiedler,
1964). The Nigerian airlines should adopt flexible strategies
that depend upon their size and nature of operation, as
challenges, such as fuel price volatilities, vary from case to case
of different airlines.

Financial Management Theory

This theory details how liquidity, the amount of debt,
and profitability can be efficiently controlled to promote
financial health (Brigham & Ehrhardt, 2016). Proper financial
management is crucial for Nigerian airlines to come out on top
of shocks and remain competitive even in periods of adverse
economies. This integrated framework comprises a
comprehensive concept of understanding the problems of a
financial nature experienced by Nigerian airlines and introduces
some strategies to improve their financial stability.

2.3 Empirical Review

The empirical review searches the previous studies on
the financial stability of airlines with a concern for the external
economic forces, regulatory boundary, and operational
ineptitude that affect the financial wellness of domestic airlines,
especially in Nigeria. This review combines central findings
from global and local studies and locates the gaps therein in
other references about the research objectives in this study.

External Economic Factors and Financial
Stability

The operational inefficiencies have been identified to
be a major problem associated with the airline's financial
instability for a long time. Some of the inefficiencies that
worsen an airline’s financial predicaments include fleet
management issues, delays in maintenance, and unutilized
routes (Vargas et al., 2020). For example, research conducted
by Kappes et al. (2021) on Brazilian airlines found that the old
fleet management system results in increased maintenance
costs, a deficiency in scheduling, and delayed flights, which all
account for harming the financial performance. In Nigeria,

operational inefficiencies have been further exacerbated by a
lack of infrastructure and a lack of investment in technology.
Akpan and Ejeh’s 2022 study established that the lack of
modern aircraft and the failure to commit to modern technology
systems for ticketing, scheduling, and maintenance costed
Nigerian airlines dearly. These shortcomings are most evident
in local airlines that are generally unable to make financial
investment to install new systems and technology therefore
crippling their effective running. Human resource management
issue also has a significant role to play in operational
inefficiencies. Airlines are faced with challenges when it comes
to providing quality services due to poorly trained staff or
suboptimal management practices (Mohammed, 2022). This
may result in customer dissatisfaction and low profit. Poor
quality of service in Nigerian airlines is one of the reasons given
for customer churn, which has a destabilizing influence on
finances (Bamidele et al., 2020). Efficiency of operations, as
well as proper management of the fleet and customer service,
and technological investment, are all crucial for the financial
solvency of the airline sphere.

Link Between External Economic Factors,
Regulatory Constraints, and Operational

Inefficiencies

There have been several studies that suggest that the
external economic factors, the regulatory limitations, and the
efficiency of operations are interconnected and have a joint
influence over the financial stability of the airlines. After
Jackson and Marshall’s (2021) research, it was revealed that
regulatory constraints may aggravate the effects of external
economic factors on airlines. For example, the absence of
governmental support under the condition of economic crisis
might lead to airlines being more prone to external shocks such
as changing fuel prices or devaluation of a currency. In addition,
inoperative efficiency can exacerbate the negative effects of
external economic factors and constraints from regulation. For
instance, inefficiencies in fleet management may increase the
consumption of fuel, particularly relevant as fuel prices increase
as well because of volatile world oil prices (Rana et al., 2020).
The combination of high operating costs, regulatory burden,
and external economic shocks may be the perfect storm for
financial instability, as was the case during the COVID-19
pandemic, when airline operations all over the world were
significantly disrupted (Harrison et al. 2022).

Gaps in the Literature

Although many studies have attempted to discuss the
individual factors affecting the financial consolidation of
airlines, few of these studies have managed to incorporate these
factors regarding Nigerian domestic airlines. There is a need for
further localized studies that account for the peculiarities of the
Nigerian case, such as regulatory inefficiency, insufficiency of
infrastructure, and the unique impact of currency fluctuations
on the operation of airlines. Also, the idea that numerous works
have been done on external economic forces and limitations of
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rules, but little has been dedicated to operational ineffectiveness
and human resource management in regards to finances in the
Nigerian context. The empirical review emphasizes on the
significant contribution of the external economic forces,
regulative constraints, and the inability to conduct effective
operations in determining the financial stability of the airlines.
Global studies provide insight into these factors, but the studies
of Nigerian domestic airlines are limited. This research is
intended to fill this gap in the previous studies and describe the
peculiar challenges of Nigerian airlines and their influence on
the stable financial situation. In this way, through a better
understanding of such relations, the stakeholders can develop
targeted interventions to make the aviation sector in Nigeria
more sustainable and resilient.

2.4 Conceptual Model of Financial Stability in
Nigerian Domestic Airlines

In this section, there is a detailed description of the
Independent Variables (1Vs) and Dependent Variable (DV) —
the basis for understanding factors that affect the financial
stability of Nigerian domestic airlines.

Independent Variables (1Vs)
2.4.1. External Economic Factors

Economic forces from outside can have a tremendous
impact in the day-to-day running of Nigerian domestic airlines.
These are usually outside the control of the airlines themselves
and could directly affect the financial performance.

Currency Fluctuations:

Currency fluctuations are also one of the biggest

external economic conditions influencing airline operations,
especially in the case of airlines in Nigeria. This is mainly
because a lot of transactions in aviation include buying of fuel,
aircraft leasing, and purchase of spare parts which are mainly
done in foreign currencies (mostly in US Dollar).
Impact on Financial Stability: When the Nigerian Naira
devalues against major foreign currencies, the cost of
acquisition of fuel, lease of aircraft, and procurement of
essential parts also increases. Such additional costs have to be
borne by the airlines, which spike the cost of their operations.
This can strain profitability and reduce the airlines' ability to
maintain competitive pricing for consumers, thus impacting
overall financial stability. For instance, a fluctuation in the
exchange rate could increase the cost of aviation fuel, causing
airlines to either raise ticket prices (potentially reducing
customer demand) or absorb the additional cost, which reduces
profitability.

Inflation:

Inflation in Nigeria erodes purchasing power, which in
turn affects both consumers and businesses, including airlines.
As inflation rises, the general cost of goods and services
increases, leading to higher operational costs for airlines.

Impact on Financial Stability: Inflation can increase the cost
of labor, fuel, and other operational inputs. Airlines may
respond by increasing ticket prices to offset these higher costs.
However, this may reduce demand for flights, whereby the
customers are not able or willing to pay more for the flights.
This kind of situation can affect the profitability and liquidity
of the airline. For example, in the high inflation period, the cost
of airline-related services such as ground handling or catering
can increase and hence burdening the running of the airlines.

Fuel Prices:

The airlines spend a lot of money on fuel, and it is one

of the largest costs of operations of the airlines. The shocks
experienced in the prices of fuel in the world can highly impact
airline financials.
Impact on Financial Stability:_Higher prices of petroleum
products force the airlines to sail on the high costs. With fuel
cost as a huge percentage of the overall outlay of an airline, the
cost of fuel will rebound on profitability and cost containment.
Airlines can attempt to externalize these costs on the consumers
by raising the prices of the tickets this is something that affects
the demand negatively. For example, inflation-like growth in
oil prices across the world would lead to the increase in the
prices of aviation fuel in Nigeria, for example, leaving the
domestic airlines to incur the increased cost of running the
operations.

2.4.2. Regulatory Constraints

Regulatory control is the various rules and regulation
that has been passed by the different government/aviation
authorities and can affect the operational freedom and financial
success of airlines.

Government Policies:

The environment within which domestic airlines are to

be operated is significantly critical in determining the
government policies of Nigeria. Taxation policies, airport fees
or charges, subsidizing the aviation industry, and those for the
regulation of trade can either support or hinder development in
the aviation industry.
Impact on Financial Stability: Tax incentives such as the
provision of subsidies, tax breaks or even the aid in building the
infrastructures can lift the financial burden off the airline
companies. In one hand there are the policies that increase the
rate of taxes or creates additional fees to be paid to the operation
which further burdens the finances of the airlines. In the event
the policy drives the cost of landing at the airport or jet fuel
high, the costs of the airlines may increase as accordingly they
may shift the cost to the consumers by increasing the ticket rates
or reducing the profitability of the airlines.

Aviation Regulations:

Awviation regulation in terms of safety and security of
air travel is important yet employers are made to pay more in
adhering to the regulation.
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Impact on Financial Stability: Compliance with assigned
standards of safety involve humongous financial outlay.
However, though these regulations are a prerequisite for safe
operations the cost implications for these regulations can kill
the financial stances of airlines, especially small carriers who
may not be in a position to comply to stringent regulations
standards.  Regulatory  requirements  associated  with
maintenance of aircraft and safety inspection can lead to
increased operational cost in terms of costs of operations and
liquidity if not well checked.

Taxation:

The aviation is subject to the taxation policies — direct

and indirect — within it stamped as income tax and sales
tax/VAT, respectively.
Impact on Financial Stability: Negative tax levels or variation
in levels of taxation may adversely affect airlines’ profitability
to a great extent. Fuel tax, revenue tax on ticket sales or even
tax on the top of aviation infrastructure (just like an airport) may
end result in in-creased cost. When the taxes are increased, the
airlines may be forced to pass them onto the consumers
although this may reduce the demand for the flights. An
increment of sales tax on airline fare is likely to increase the
airline tickets hence reducing demands such as reduced airline
revenues.

2.4.3. Operational Inefficiencies

Operational inefficiencies mean internal ineptitude
and even liabilities for an airline in dealing with its resources
adequately. Such inefficiencies might lead to an increase in
costs, a reduction in revenues hence a decrease in their financial
stability.

Fleet Management:

Engineering of aircraft plays a significant role in an

airline operation. Insufficient fleet management involves under-
utilization of aircraft among other things such as deficiency in
scheduling and poor maintenance practices.
Impact on Financial Stability: Poor fleet management
measures taken by airlines exposes them to increased
maintenance costs, more downtime and low productivity. The
poor fleet utilization manifests itself in terms of waste of
resources thus low profitability. For example, in case an airline
with a poorly scheduled fleet could suffer periodic delays and
cancellations that will eventually turn against customers’
dissatisfaction, loss of revenue among others and additional
operational costs.

Maintenance Delays:

Maintenance in time is very important in the safe use
of aircraft. Maintenance or repair delays may lead to longer
downtime hence decreasing the efficiency of the airline.
Impact on Financial Stability:_Delayed maintenance of

aircraft even extends the downtimes, therefore, minimizing the
number of available flights. This reduces revenue generation
and increases cost incurred in operations since more resources
are needed to attend to the backlog in repairs. In situations
whereby an airline experiences difficulty of delay with spares
or work force to fix their aircraft, they may not be able to
operate at full capacity thus revenue earning goes down while
the costs increase.

Route Utilization:

Route utilization means the effective use of an

airline’s routes. Under exploited routes are wasteful and lead to
wastage of resources.
Impact on Financial Stability: If the routes are not used to the
fullest, the airlines do not earn maximum revenue that it can
earn. The loss-making routes may drain resources that could be
diverted for use in other parts and this impacts on the bottom
line of the airline. For instance, an airline that travels the route
that has a low demand for passengers all-round may close the
route among others. In case the route is not profitable, this may
consequently cause over-all increased cost of operations and
reduced profitability.

Technology Integration:

The technology advancements are essential in

improving the operation efficiency of airlines. Archaic
technology or lack of technology can make the airlines’ efforts
of competing in the market quite challenging.
Impact on Financial Stability: Those airlines that fail to
incorporate modern technology into their processes are likely to
experience heightened consumption of fuel, loss of efficiency,
and inability to optimize their operations. A good example here
is an airline that uses antiquated booking systems or lacks
advanced fleet management software may end up bearing
additional costs arising from lack of efficiencies in scheduling,
maintenance, or in the provision of customer services.

Dependent Variable (DV): Financial Stability of

Nigerian Domestic Airlines

Financial stabilities of airlines are essential indicators
that give insight on the overall health and sustainability of
airlines. It can be assessed by looking at the factors below:

1. Profitability

Profitability is the capacity for an airline to bring forth
a stream of revenue, even when faced with threats to the
economy. As long as the airlines are able to remain profitable
by doing effective cost management and market strategies, it is
said that the airlines are financially stable. Contributing to
airlines’ consistent revenue stream ensures that the airlines can
invest in growth and survive the downswings of the economy
as well as improve their competitiveness.

© ISA Journal of Business, Economics and Management (ISAJBEM). Published by ISA Publisher 195




2. Debt Management

Debt management involves the way an airline,
manages its liabilities upon its assets. Airlines must strike a
balance between taking on debt for expansion or modernization
and maintaining sufficient equity to ensure solvency. Effective
debt management prevents over-leveraging, which can lead to
financial distress.

3. Liquidity

Liquidity is the ability of airlines to meet their short-
term obligations. An airline must maintain enough cash or

Extemal Economc Factors Reguiatory Constraints
v v v v v
Currency Fluctuations Infiation Fuel Prices Government Polcies Avlation Regulstions

A

A

liquid assets to cover operational costs, including salaries,
maintenance, and fuel. Lack of liquidity can lead to operational
disruptions or financial insolvency.

4. Cost Control

Cost control involves managing operational expenses
efficiently to maximize profitability. By controlling costs in
areas such as fuel, maintenance, labor, and airport fees, airlines
can ensure that they remain profitable, even when revenues are
under pressure. Effective cost control is crucial for the long-
term financial stability of airlines.

Operational neficenciet

\J \J ! \J \J
e - - - P s

\J

Y \J \J
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Figure 1: Conceptual Model of Financial Stability in Nigerian Domestic Airlines

The conceptual model presented in Figure 1: Conceptual Model
of Financial Stability in Nigerian Domestic Airlines illustrates
the multidimensional relationships between three independent
variables—External Economic Factors, Regulatory
Constraints, and Operational Inefficiencies—and their
collective influence on the dependent variable, Financial
Stability of Nigerian Domestic Airlines. Each of the
independent variables is disaggregated to specific measurable
components representing operational realities in the Nigerian
aviation sector. For example, some of the major External
Economic Factors are currency fluctuations, inflation and fuel
prices, which all have massive impacts on operation costs and
profitability margins. Equally, Regulatory Constraints include
Government Policies; Aviation regulations; and, Taxation
structures that define the nature of the business environment
including the cost of compliance and market accessibility.
Operational Inefficiencies include internal management
shortfalls of poor fleet management, maintaining lags, under-
utilized routes, and low rates of technology implementation, all
of which add to a higher cost of operation and lack of
dependable service. These two factors have individual pressure
on the financial sustainability of domestic airlines, whereas
interrelationships of the factors may intensify financial
vulnerabilities.

The model further divides the Financial Stability into four
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interrelated parts: Profitability, Debt Management; Liquidity,
Operational Cost Control. Based on the flow of influence of the
diagram, the independent variables directly influence these
financial outcomes, either weakening or strengthening it
depending on the conditions. For instance, fluctuating fuel price
(external), unstable tax systems (regulatory constraint) may
increase the costs of operation, diminish profitability, and
jeopardize liquidity. The integrated model explains how the
pressures of external macroeconomic forces and internal
operational-inefficiencies collectively contribute to determine
financial outcomes in the sector. Such a conceptual structure
does not only correspond to the objectives of the study and
research questions but also accustoms empirical testing of the
hypothesized associations applying structural equation
modeling (SEM) or path analysis. With these multidimensional
influences mapped, the model provides a workable template for
policy makers, regulators and managers of airlines to set
priorities for reforms and interventions as regards those factors
that work against the financial stability of Nigeria’s domestic
aviation industry.

3.0 METHODOLOGY OF THE STUDY

In this current study, there is the use of a conceptual
research design, which pulls data from the review of existing
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scholarly literature, industry reports, policy documents, and
empirical reports relating to the Nigerian aviation sector. The
paper combines theoretical views and empirical evidences to
construct a conceptual model that explains the connection
between external economic factors, regulatory limitations,
operational imperfections, and financial stability of the
Nigerian domestic airlines. Secondary sources that were also
thoroughly examined include peer-reviewed journals,
government publications, and industry analyses to identify key
variables, develop theoretical linkages, and place specific
challenges on a sectorial basis. This review was used to
generate insights upon which the conceptual framework was
built comprising of variables arranged in a logical manner to
rely on their postulated cause-effect relationships. This method
allows the study to develop an all-inclusive evidence-based
model that could formulate directions for further empirical
studies and provide practical implications for those leaders
dealing with the financial sustainability of the domestic airline
industry.

4.0 FINDINGS

1. Impact of External Economic Factors on Financial
Stability: From the study, the research established that
external economic variables play a dramatic part in
determining the financial position of the Nigerian domestic
airlines, especially the changes in currency values, rate of
inflation, and the price of fuel. Currency depreciation
upsurges the cost of running the operations in areas such as
leasing and maintaining aircraft, which are often contracted
using foreign currencies. Inflation erodes consumer
purchasing power decreasing demand on air travel,
affecting the profitability of a venture. Also, prices of fuel
emerged as another determinant of operating costs, whose
direct impact on the ability of airlines to control cost and
achieve financial stability cannot be overlooked.

2. Influence of Regulatory Constraints on Financial
Stability: Some of the restrictions imposed by the
government, aviation regulations and taxation were critical
influencing factors determining the financial stability of
domestic airlines. The complicated tax systems and the
inconsistent policy implementation were found to increase
the cost of operation as well as compliance burden.
Furthermore, the strict regulations of aviation as well as the
certification requirements, which are a must for safety
purposes, contribute to the financial burdens of airlines.
Such regulatory problems impact negatively on
profitability and decline of liquidity hindering the growth
of the sector in a sustainable manner.

3. Effect of Operational Inefficiencies on Financial
Stability: Poor management of the fleet, longer than
necessary maintenance, and unused routes proved to have
a direct effect on the finances of airlines. Not managing the
fleet well leads to higher costs of maintenance and more
downtime, which results in decreased revenue. If
maintenance and new parts are not acquired in time, it costs
the company more to operate. Additionally, using fewer

routes means there are less people traveling, which reduces
the carrier’s earnings and its general efficiency.

4. Combined Impact of External Economic Factors,
Regulatory Constraints, and Operational Inefficiencies
on Financial Stability: External factors, changes in
regulation, and poor operational performance were seen to
have a combined and multifold effect on the financial
soundness of domestic airlines in Nigeria. As a result of
these factors, airlines face tougher financial issues. For
example, while the changes in currency values and fuel
prices add costs to operations, the regulatory system makes
controlling expenses more challenging. In addition, if
operations are inefficient, it makes things worse, harming
the company’s profit, ability to pay debts, and total
liquidity.

5.0 RECOMMENDATIONS

1. Enhance Economic Resilience through Hedging and
Currency Management: Strategies such as hedging and
signing long-term foreign currency deals should be used by
airlines to address the risk of changing currencies.
Organizations that have contingency plans for sourcing
fuel can lower their financial risks from these external
economic events. Moreover, using cost-effective ways to
run operations can prevent inflation from lowering profits.

2. Advocate for Policy Reforms and Improved Regulatory
Frameworks: Having predictable and supportive taxation
and aviation laws is important for boosting airlines’ growth
in Nigeria. Policies should be updated to ease management
demands, still maintaining the necessary safety and good
operation. Cooperating with policymakers can lead to less
financial stress and more access to funds for the domestic
airline industry.

3. Invest in Technological Upgrades and Efficient Fleet
Management: Airlines ought to invest mainly in modern
systems and technology that help them optimize how their
planes are used and reduce delays caused by maintenance.
Better schedule planning and introduction of improved
technology will help save money because of fewer
inefficiencies. The use of tech-based methods like
predictive maintenance can decrease the number of
failures, leading to better operations and finances.

4, Implement Strategic Route Optimization and Resource
Allocation: Airlines have to ensure their routes are well-
planned to get more value from their fleet and capacity.
Routes that do not earn a lot should be examined, and assets
should be transferred to more productive routes. Making
strategic partnerships and alliances with various airlines or
regional firms can benefit an airline by boosting the use of
its routes and total revenue, which in turn assists in the
airline’s finances.

© ISA Journal of Business, Economics and Management (ISAJBEM). Published by ISA Publisher 197




REFERENCES

1.

10.

11.

12.

13.

14.

Abate, M. (2020). Economic regulation and financial
performance of African airlines: A panel data analysis.
Journal of Air Transport Management, 85, 101818.
https://doi.org/10.1016/j.jairtraman.2020.101818

Abate, M., Christidis, P., & Purwanto, A. J. (2020).
Government support to airlines in the aftermath of the
COVID-19 pandemic. Journal of Air Transport
Management, 89, 101931.
https://doi.org/10.1016/j.jairtraman.2020.101931
Abdullahi, S. R., Abubakar, M. A., Kuwata, G., &
Muhammad, T. A. (2015). The role of budget and
budgetary control on organizational performance: A case
study of Tahir Guest House, Kano State, Nigeria.
International Journal of Innovative Research in
Information Security, 4(2), 22-28.

Adeniran, A. O., & Lawal, A. I. (2022). Financial
management challenges and performance of airline firms
in Nigeria. Journal of African Business, 23(4), 552-574.
https://doi.org/10.1080/15228916.2021.1944719
Adeniran, T., & Ugoani, J. (2023). Financial crisis and
airline operational failure in Nigeria: Causes and control
measures. Journal of Business and Management, 25(1),
44-58.

Airline's Business Performance Indicators and Their
Impact on Operational Efficiency. (2022). Redalyc.
https://www.redalyc.org/journal/1230/123075330004/htm
I/

Aliyu, M. (2023). Human resource development in health
informatics: Cultivating a competent workforce for
advancing healthcare technology. Computer Applications:
An International Journal (CAIJ), 10(3/4), 47-67.
Analysis of Factors Affecting the Sustainable Success of
Airlines During the COVID-19 Pandemic. (2022). PMC.
https://pmc.ncbi.nlm.nih.gov/articles/PMC9459373/
Babatunde, A. I., Olorunfemi, B., & Akinwale, O. M.
(2022). The impact of regulatory challenges on the
financial stability of domestic airlines in Nigeria. African
Journal of Business and Economic Research, 17(3), 65-83.
Bamberger, P., & Meshulam, I. (2022). The impact of fuel
price fluctuations on airline profitability. Journal of Air
Transport Management, 91, 101019.

Bamidele, R. O., Ajayi, O. A., & Olalekan, M. (2020).
Human resource management practices and the operational
efficiency of Nigerian airlines. Journal of Air Transport
Economics, 12(1), 45-60.

Barney, J. (1991). Firm resources and sustained
competitive advantage. Journal of Management, 17(1),
99-120.

Briggs, M. (2021). Currency volatility and its impact on
airline financial stability. Global Business Review, 22(2),
211-229.

Brigham, E. F., & Ehrhardt, M. C. (2016). Financial
management: Theory & practice (15th ed.). Cengage
Learning.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

Doganis, R. (2019). Flying Off Course: Airline Economics
and Marketing (5th ed.). Routledge.

Donaldson, L. (2001). The Contingency Theory of
Organizations. Sage Publications.

Eboh, E. C., & Nwankwo, O. U. (2021). Operational
challenges of the Nigerian aviation industry: Policy
implications. Journal of Transportation and Logistics,
6(1), 24-38.

Effects of Economic Regulations on Domestic Airlines in
Developing Countries: A Case Study of Nigeria. (2016).
Research Gate.

Ezenwa, M., Nwokoye, E., & Ogbonna, C. (2023). Airline
financial performance in turbulent economies: Evidence
from sub-Saharan Africa. African Journal of Business
Research, 9(2), 115-133.

Federal Airports Authority of Nigeria (FAAN). (2023).
Annual aviation industry report. Lagos: FAAN
Publications.

Fiedler, F. E. (1964). A contingency model of leadership
effectiveness. In L. Berkowitz (Ed.), Advances in
experimental social psychology (Vol. 1, pp. 149-190).
Academic Press.

Financial Performance and Safety in The Aviation
Industry. (2019). EFMA.
Https://Www.Efmaefm.Org/0efmameetings/Efma%20ann
ual%20meetings/2019-

Azores/Papers/Efma2019 0516 Fullpaper.Pdf

Firm Value in the Airline Industry: Perspectives on the
Impact of External Economic Factors. (2023). Nature.
https://www.nature.com/articles/s41599-023-01644-8
Harrison, C., Williams, R., & Smith, A. (2022). Financial
performance of the airline industry during the COVID-19
pandemic. Journal of Airline Economics, 44(2), 178-190.
Effects of Economic_Regulations_On_Domestic_Airline
s_In_Developing_Countries ACase Study Of Nigeria.
https://www.researchgate.net/publication/302328417
IATA. (2021). Economic performance of the airline
industry: 2020 results and 2021 outlook. International Air
Transport Association.

Ishola, A., Adeoti, J., & Owolabi, S. (2023). Operational
inefficiencies and financial sustainability of airlines in
emerging markets: A case study of Nigeria. African
Journal of Economic Policy, 30(2), 110-129.

lyiola, O., Olabisi, J., & Uzonwanne, F. (2020). The
Nigerian aviation sector: Issues, challenges, and prospects.
International Journal of Business and Management
Review, 8(5), 30-42.

Jackson, C., & Marshall, L. (2021). The interrelationship
between external economic factors, regulatory constraints,
and operational inefficiencies in airline industry stability.
Transportation Economics Review, 9(3), 155-172.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the
firm: Managerial behavior, agency costs and ownership
structure. Journal of Financial Economics, 3(4), 305-360.
Kappes, J., Furst, M., & Perez, D. (2021). Fleet
management and financial stability in the Brazilian airline
industry. Journal of Airline Operations, 15(2), 189-204.

© ISA Journal of Business, Economics and Management (ISAJBEM). Published by ISA Publisher 198



https://www.redalyc.org/journal/1230/123075330004/html/
https://www.redalyc.org/journal/1230/123075330004/html/
https://pmc.ncbi.nlm.nih.gov/articles/PMC9459373/
https://www.efmaefm.org/0EFMAMEETINGS/EFMA%20ANNUAL%20MEETINGS/2019-Azores/papers/EFMA2019_0516_fullpaper.pdf
https://www.efmaefm.org/0EFMAMEETINGS/EFMA%20ANNUAL%20MEETINGS/2019-Azores/papers/EFMA2019_0516_fullpaper.pdf
https://www.efmaefm.org/0EFMAMEETINGS/EFMA%20ANNUAL%20MEETINGS/2019-Azores/papers/EFMA2019_0516_fullpaper.pdf
https://www.nature.com/articles/s41599-023-01644-8
file:///C:/Users/aliyu.mohammed/Downloads/Effects_of_Economic_Regulations_On_Domestic_Airlines_In_Developing_Countries_ACase_Study_Of_Nigeria
file:///C:/Users/aliyu.mohammed/Downloads/Effects_of_Economic_Regulations_On_Domestic_Airlines_In_Developing_Countries_ACase_Study_Of_Nigeria

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42,

Macroeconomic Determinants of Financial Failure Risk in
Airlines. (2023). ResearchGate.
https://www.researchgate.net/publication/374635778 Ma
croeconomic_Determinants_of Financial Failure Risk i
n_Airlines

Mohammed, A. (2022, June 27). Role of human resource
management in the post-COVID-19 era. Paper presented at
the International Virtual Conference on Multi-Disciplinary
Perspectives in Business Management, Social Science, and
Technology, Hindustan College of Arts and Science,
Coimbatore & Amist University Malaysia.

Mohammed, A. (2023, December 13-15). A study on HR
strategies for managing talent from a global perspective.
Paper presented at SIMSARC23 - 14th Annual
International Research Conference, SIMS Auditorium,
Pune, India.

Mohammed, A. (2023, May 24-25). A study on HR
strategies for managing talent from a global perspective.
Paper submitted to the University of Belgrade, Technical
Faculty in Bor, XIX International May Conference on
Strategic Management (IMCSM23), Hybrid Event.
Mohammed, A. (2023a). Human resource development in
health informatics: Cultivating a competent workforce for
advancing healthcare technology. Computer Applications:
An International Journal (CALJ), 10(3/4), 47-67.
Mohammed, A., & Sundararajan, S. (2024). Automation,
innovation, and resilience:  Securing  sustainable
livelihoods through evolving employment dynamics in
agriculture. Responsible Production and Consumption, 9,
108-117.

Mohammed, A., & Sundararajan, S. (2024). Automation,
innovation, and resilience:  Securing  sustainable
livelihoods through evolving employment dynamics in
agriculture. Responsible Production and Consumption, 9,
108-117.

Mohammed, A., Sundararajan, S., & Lawal, T. (2022). The
effect of training on the performance of small and medium-
sized enterprises (SMEs) in Kano Metropolis. Seybold
Report, 17(6), 115-128.

Mohammed, A., Sundararajan, S., & Lawal, T. (2022). The
effect of training on the performance of small and medium-
sized enterprises (SMEs) in Kano Metropolis. Seybold
Report, 17(6), 115-128.

Nigerian Civil Aviation Authority (NCAA). (2022).
Annual report on airline financial performance and
operational safety. Abuja: NCAA.

Ogundipe, O. O., Adeosun, L. A., & Akinmoladun, O.
(2021). Regulatory issues affecting the sustainability of the

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

Nigerian airline industry. African Journal of Business
Research, 14(2), 97-108.

Oladele, O. M., Oyetunde, A., & Abiodun, B. (2023). An
analysis of the determinants of domestic airlines’
performance in Nigeria. African Journal of Economic
Policy, 30(1), 78-95.

Olagunju, A., Yusuf, T., & Bello, K. (2023). External
economic shocks and financial distress in Nigeria's
aviation sector: A qualitative review. Journal of African
Business, 24(1), 87-106.

Oluwaseun, O., Bankole, M., & Aluko, F. (2019). The
effect of regulatory constraints on airline operations in
Nigeria. Nigerian Aviation Review, 10(3), 58-72.

Pottow, J. A. E. (2020). The economics of international
airlines in a volatile environment. International Air
Transport Journal, 7(4), 23-38.

Rana, T. A., Malik, S., & Rahman, F. (2020). Impact of
fleet management and fuel price volatility on airline
profitability.  International Journal of Transport
Economics, 21(2), 115-132.

Sundararajan, S., Mohammed, M. A., & Senthil Kumar, S.
(2022). A perceptual study on the impact of agile
performance management systems in the information
technology companies. Scandinavian Journal of
Information Systems, 34(2), 3-38.

Supporting Airline Industry Achievement of Sustained
Financial Health. (2016). IATA.
https://www.iata.org/contentassets/eadb6ae846fade608bd
66772bc684921/iata-financial-committee-white-paper.pdf
Vargas, F., Silva, C., & Mendoza, P. (2020). The role of
operational efficiency in the financial performance of
airlines. Journal of Air Transport Management, 88,
101893.

Von Bertalanffy, L. (1968). General system theory:
Foundations, development, applications. George Braziller.
Williamson, O. E. (1981). The economics of organization:
The transaction cost approach. American Journal of
Sociology, 87(3), 548-577.

Zobaa, A. F., & Kamel, S. (2019). Impact of regulatory
policies on airline operational costs. Journal of Aviation
Management and Economics, 22(4), 47-60.

Zuidberg, J. (2017). Exploring the determinants of
financial distress in the European airline industry. Journal
of Air Transport Management, 59, 120-125.
https://doi.org/10.1016/j.jairtraman.2016.12.006

© ISA Journal of Business, Economics and Management (ISAJBEM). Published by ISA Publisher 199



https://www.researchgate.net/publication/374635778_Macroeconomic_Determinants_of_Financial_Failure_Risk_in_Airlines
https://www.researchgate.net/publication/374635778_Macroeconomic_Determinants_of_Financial_Failure_Risk_in_Airlines
https://www.researchgate.net/publication/374635778_Macroeconomic_Determinants_of_Financial_Failure_Risk_in_Airlines
https://www.iata.org/contentassets/eadb6ae846fa4e608bd66772bc684921/iata-financial-committee-white-paper.pdf
https://www.iata.org/contentassets/eadb6ae846fa4e608bd66772bc684921/iata-financial-committee-white-paper.pdf
https://doi.org/10.1016/j.jairtraman.2016.12.006

