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ABSTRACT

~ paper aimed to investigate and demonstrate the role of information technology in gaining

ompanycompetitive advantage.

· erature defined competitive advantage as arising from a match between a firm's distinctive

ompetencies and the factors critical for success within its industry. "When a company

achieves this match, it will deliver superior perceived value relative to company must have a

cıear understanding of three things: its distinctive competencies, the industry in which it

competes, and the overall business environment. If a firm's distinctive competencies allow it

attain the low-cost position in its industry, it cannot afford to lose ground to rivals seeking

to leapfrog it. If a company competes via differentiation, it must be continually innovate to

maintain or enhance the perceived uniqueness of its products. Beyond this, it is necessary for

companyto assess costumer perceptions.

Use of Porter Models throught the paper demonstrated that Information Technology assists in

gaining competitive advantage at every segment of the value chain and by affecting the forces
of competition.

CTA was used aş a case study. The failure of CTA on gaining a competitive advantage from

Information Technology applications was explained as information systems and general

usiness-related issues and management authority and responsibility.
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THE EFFECTS OF INFORMATION TECHNOLOGY (IT) ON COMPETITIVE
ADVANTAGES:THE CASE OF CYPRUS TURKISH AIRLINES (CTA)

CHAPTER I

1. INTRODUCTION

In seeking success, managers are especially aware of the influence of the firm's

environment. The firm is connected to the elements in its environmentby flows of both

physical and conceptual resources. Firms attempt to gain a competitive advantage by

managing the resources flows, including those of information. The firm's information

resources include more than the information itself. They also include hardware,

facilities,software, data, information specialists,and users of the information.

Managers on all levels engage in planning, but the plans of the top-level managers

extend far into the future. These strategic plans identify what the firms is to achieve

five, ten, or more years in the future and spell out how these objectives are to be met.

As the executives prepare the strategic plans for the firm, similar plans are made for

each of its business areas. Business area strategic plans describe how each of these

areas will contribute to the achievementof the firm's objectives.

The activity of identifying the information resources that the firm will need in the

future, acquiring those resources, and managing them is called strategic planning for

information resources (SPIR), SPIR is a responsibility of all managers, but the

managers of the information services organization plays the key role. The title CIO, for

chiefinformation officer, is often used for the top information servicesmanager.

Of all the recent innovations in computer use, none has had a greater impact than end

user computing. End users are now developing many of their own applications. This

trend will continue and will produce overall benefits of the firm, although not without

some serious risks. The risk can be minimizedthrough proper management controls.
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,1ıen the firms managers recognize information as a strategic resource, establish

_ licies to apply that resource in a strategic way, and follow up to ensure that the

licies are carried out, the activity is called information resources management, or

IRM. !RM is a concept that integrates the other concepts of Competitive Advantage, 

Chief Information Officer, and Strategic Planning for Information Resources, and end

user computing. As such, IRM provides a framework for effective computer use.

1.1 Competitive Advantage

A firm can achieve competitive advantage in many ways, such as by providing

products and services at-a low price, providing products and services that are better than

those of the competitors and meeting the special needs of certain market segments. In

the computer field, competitive advantage refers to the use of information to gain

leverage in the marketplace. The firm does not have to rely entirely on superior

physical resources when engaged in competition. Rather, superior conceptual

resources-data and information-can be used well. The firm managers use conceptual as

well as physicalresources in meeting the strategic objectives of the firm.

1.2 Information Technology

Information technology is more than just computers. It must be conceived of

broadly to encompass the information businesses create and use as well as a spectrum of

increasingly convergent and linked technologies that process the information. An

important concept that highlights the role of information technology is the "value

chain". This concept -divides a company's activities into the technologically and

economically distinct activities it performs to do business (marketing and delivery to

buyers, support and servicing after sale, installation, repair, and parts inventory

management, for example). Information Technology is permeating the value chain,

transforming the way value-activities are performed and the nature of the linkages

among them. Every value activity creates and uses information -of some kind. A
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gistics activity, for example, uses information like scheduling promises, transportation

rates, and production plans to ensure timely and cost-effective delivery. Information

technology is also affecting competitive scope and reshaping the way products meet

er needs.

Information is changing the rules of competition in three ways:

1. Advances in technology are changing industry structure,

2. Companies are using IT to create competitive advantage,

3. It is spawningcompletelynew businesses. Senior executives need to:

• Assess information intensity,

• Determine the tole of informationtechnology in industry structure,

• Identify and rank the ways in which information might create competitive

advantage,

• Investigate how informationtechnology might spawn new businesses, and

Develop a plan for taking advantage of information technology.•
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CHAPTER2

-· PROBLEM SITUATION

-1 Problem

The main theme of this paper is to try to explain "How IT is used as a competitive

·eapon for new business creation and changing the rules of the game in existing

nısiness". We are using Information Technology, in every part of our lives; at work,

at educational establishments and at homes, but we don't know much about it. What is

Information Technology? How can we use it to gain competitive advantage?

Competitive advantage grows fundamentally out of the ability of a firm in creating

-aluefor its customers. The generic competitive strategies are defined as the search for

a favourable competitive position within the industry and 'the choices are cost

leadership,differentiation,focus or getting stuck in the middle.

2.2 Research Objectives

The main area of interested of this research was to explain and demonstrate to Iink

between the firm's competitive advantage and Information Technology (IT) use as

usuallydescribed in literature.

The followingquestions were set as research questions throughout the assignment.

• What is competitive advantage?

• What are the theories and models behind the competitive advantage of companies?

• What is Information Technology?

• What are the benefits oflnformation Technology to firms?

• How does Information Technology contribute to firm's competitive advantage

throughout the value chain?



• .3 Methodology

Apart from scanning the relevant literature on the subject the main methodology used

ras the case study method. Namely, Cyprus Turkish Airways, was picked as the case

study company because of its being a national company with data relatively more

available.

The steps in the methodology involved;

l Literature search on the theories and models of competitive advantage and

Information Technology.

_ Michael E. Porter's models were used to demonstrate the link between competitive

advantage and Information Technology within the case study.

5
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CHAPTER3

3. COMPETITIV.£ADVANTAGE AND INFORMATION TECHNOLOGY

Competitive advantage is defined as arising from a match between a firm's distinctive

competencies and the factors critical for success within its industry. "When a company

achieves this match, it will deliver superior perceived value relative to company must

have a clear understanding of three things: its distinctive competencies, the industry in

which it competes, and the overall business environment. If a firm's distinctive

competencies allow it to attain the low-cost position in its industry, it cannot afford to

lose ground to rivals seeking to leapfrog it. If a company competes via differentiation,

it must be continually innovate to maintain or enhance the perceived uniqueness of its

products. Beyond this, it is necessary for a company to assess costumer perceptions.

In the 1960s and 1970s, when many definitions of organizational technology were being

developed. IT was largely nonexistent with computers being almost entirely confined to

he world of mainframes and backroom functional applications. Technology was

conceptualised in terms of technical complexity (y.ıoodward, 1965); operations

echnology and variability (Pugh, Hickson, Hinings & Turner, 1969: Hickson, Pugh &

Pheysey, 1969); interdependence (Thompson, 1967): routine-nonroutine (Perrow, 1967,

1970), and manageability of raw materials (Mohr. 1971). Following Perrow's (Perrow,

I 967) suggestion, we propose that technology should be viewed broadly as the process

of managing the uncertainty and risk surrounding the transactions necessary to convert

inputs into outputs (Thompson, 1967). Given that today IT has become a primary means

of managing and reducing the uncertainties surrounding production and administrative

rocesses we see technology and T as inextricably linked.

Theoretically it has been noted that IT must be tightly coupled with strategy (e.g.,

Holland, Lockett & Blackman, 1992; Porter & Millar, 1985) because IT affects strategy

and strategies have IT implications (e.g., Bakos & Teachy, 1986), yet theoretical or

empirical treatment of the way IT moderates the effects of strategy on organizational

utcomes such as efficiency and innovation or performance -in general has not been a

recent focus in top management journals. This is somewhat surprising given that IT can
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ınstrumental in both shaping core capabilities and integrating capabilities into the

ganization context making them apparent at all organizational levels (Ciborra &

_2::Zara, 1990). Moreover, IT capabilities can be difficult to imitate since they are not

present in physical information systems, but in the organization specific

~ ımıationtechnologies developed inside the organization over time.

Competitive positioning and the ability to pursue a low cost and/or differentiation

tegy ultimately depend on a firm' s ability to increase efficiency,quality, innovation,

customer responsiveness (Porter, 1996; Prahalad & Hamel, 1990). Since IT

erates the way strategy affects performance, the implications of different forms of

for both the pursuit of a strategy and for determining its effectiveness deserves

nsideratiorı, For example, one advantage of IT is knowledge leveraging

enkatraman, 1994), which involves sharing and integrating cross-functional expertise

ough appropriate forms of technology. Benefits from knowledge leveraging include

the development of synergies and delivery to customers of value-added services and

products, which in turn may result in competitive advantage in the form of product or

service differentiation.

IT investments do have positive effects on the announcing firm's stock price (Dos

antos, Peffers & Mauer, 1993), several authors have suggested that actual returns to

rganizations from investment in IT are not sufficient to back up claims of their

perfbrmance-enhancing advantages. Despite broad claims by experts like Greenspan

ı LOOO) that the performance gains-from both efficiency and innovation=that stem from

IT are one major cause of record firm-profits in the 1990s, some suggest that there is

· · le evidence that investments in new IT applications have a positive impact on internal

easures of firm performance such as market share or profitability (Dos Santos &

Peffers, 1995) and that these dollars might be better spent elsewhere (Baily &
Chakrabarti, 1988;Roach, 1987).
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APTER4

PORTER MODELS THEORIES

.1 Porter Competitive Model

...•e Porter Competitive Model shown in Figure 4.1 is used to understand and

-a.luate the structure of an industry's business environment and the threats of

ompetition to specific company. A benefit of its use is that it helps to avoid

ewing a company's competitive environment too narrowly. The use of the

.odel duplicates the same logistic that an engineer would follow. lt breaks an

stry into logical parts, analyses each part and puts the parts back together

•..ithinthe industry's structure.

should be noted that this model was not developed specificallyfor analysingthe

ompetitive role of information systems. It is a broad analytical tool used by

people who run entire business or major functions within a business to assess

competitive position. Thinking competitively is essential to assessing the

ıompetitive role of information systems, since strategy should dictate how

ınformation systems should be used. At the same time, information systems make

ew strategies and new ways of competing possible.

Specifically the model can be used to identify whether information technology

can:

• Build barriers to prevent a company from entering an industry.

• Build in cost that would make it difficult for a customer to switch to

another suppliers.

• Change the basis for competition within the industry:

• Change the balance of power in the relationship that a company has with

customers or suppliers.

• Provide the basis for new products and services, new markets or other

new business opportunities.
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rter tells us that competition in an industry is based on five forces, as shown in

e 4.1.

...,._industry rivalry is the logical and necessary starting point in understanding

ustry. It deals with the nature and degree of competition among companies

same industry. To reach this level of understanding requires an analysis of

industry size, structure, market and financial performance, dominant

anies, typical competitive strategies, critical core competencies, global

_]cations, recent or impending trends and anything else that would

cantly impact a company within the industry.

Figure. 4.1 Porter Competitive Model

Potential New
Entrants

Bargining
Power of
Suppliers

Bargining
Power of
Buvers

Substitute
Products and

Services

Porter, Michael E., Competitive Strategy, New York: The Free Press, 1980. p,4.
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bargaining power of the buyers comes from the customers of the products

... services within the industry. Identifying customers is often easy but

etimes more difficult thatı might be expected. Is a company truly a customer

intermediary? Are there multiple tires of customers, as in the airline

stry with its travel agents and passengers? A major consideration is whether

stomer has significant power, why this power exists and what benefits this

czues to them.

"'= bargaining power of suppliers refers to the key providers of products and

ices that contribute to the competitive posture of companies within the

±ıstry. Again, it is important to assess any power implications. Does the

lier provide a unique or scarce product of service that cannot be duplicated

another company? Intel is an excellent example of a supplier with power as

o as it can continue to provide high-performance microprocessors. This power

certainlyhelps to explain the high profit margins that Intel has realized. Keep in

.--ınd that suppliers have motivations to maintain a good business relationship

customers and vice versa. Customers need to work at maintaining a good

-~.:.arionship with qualityvendors.

~-e threat of new entrants represents the likelihood that additional will start

peting in the industry. These can be new companies, existing companies that

ge business strategies to enter an industry that is new to them, or existing

panies that have not competed in the same geographic or product area but

zecide to do so. Consideration should be given to barriers to entry. Are there

ors that would discourage a new competitor from entering the industry or a

oecific market? These could be high entry costs or high switching costs for an

sting customer to change to the new entrant company. Barriers to exist, tö stop

g business in an industry, can also serve as a barrier to entry.
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final force in the model is the threat of substitute products or services that

ould be viable alternatives to those offered by companies in the industry.

nsideration should be given to the substitutes and why buyers would find them

a:rractive.

establish a strategic agenda a company, identified as the strategic business

· ·, must understand how the five forces work in the industry and how they

-~ect the company in its particular situation.' Assessing the competitive risks is

first step in developing a competitive strategy, which will lead to tactics that

enable to company to realize its goals. Information systems are a potential

f ingredient in this process. It is necessary to understand both the industry

el changes that can be bought about the developing information systems and

--.,. potential impact on the company.

.•. The Strategic Business Unit and Competitive Strategies

--"' strategic businessunit, the companybeing analysed, has two basic objectives:

o create effective linkswith buyers (customers) and suppliers.

o buildbarriers to new entrants and substitute products or services.

understand the position of the strategic business unit within the industry

es an understanding of the intra-industry rivalry. This dictates an

erstanding of the strategies of the major companies that are rivals of the

egic business unit. Porter's guidelines identify two basic strategies,

entiation and low cost. Every company must pick either one or the other as

strategy.
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-4.2.1 Differentiation Strategy 

A differentiation strategy separates a company from its competitors by selection

one or more needs that are valued by the customer and uniquely meeting these

eeds through superior performance. This approach should selectively add cost if

ecessaıy to do so. The ultimate reward to the companies that successfully

plement a differentiation strategy is the ability to charge premium prices.

The sustaining of differentiation strategy depends on the durability of the

.:fıfference as perceived by the customer. Multiple source of differentiation

viously helps. The ability to sustain this strategy also ties to whether the

ifferentiated product has a cost advantage. It is important to remember that a

differentiation strategy is usually costly. Common pitfalls in differentiation

elude:

• Falling to meet customer expectations regarding value

• Looking too narrowly for sources of differentiation

• Charging an excessive price premium

• Falling to understand the costs of differentiation

• Ignoring changing signals from customers regarding value

• Creating differentiation that is easily duplicated by competitors

.2 Low-Cost Strategy 

w-cost strategy means that cost is the primary factor on which a strategy will

ased. In pursuing this strategy it is important to remember the- following

S.

• There is only one winner in a least-cost competition .

• The sustainability of a cost advantage, depends on the cost drivers

underlying it.

• Multiple source of cost advantage increase its sustainability.
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• Primary low-cost sources include economies of scale, tight cost control

in all facets of the business, proprietary knowledge and process, unique

linkages and alliances that are consistent with this strategy.

• Cost reduction must be emphasized in most, if not all, functions within

the organization.

• Information system can be exploited to accomplish cost reduction.

-~ low-cost strategy can be sustained if better than average return can be

reinvestedin improved facilities, equipment and process.

-'.2.3 Supporting Strategies 

addition to the two basic strategies, there are three strategies that can support

- ... em. They are innovation, growth and alliance. A company can elect to pursue

eone of these, all of them or combinationsof these supporting strategies.

Innovation Differentiation through innovation is a common combination of a

casic and supporting strategy. It would be accurate to say that Charles Schwab's

szrategywas differentiation, growth and innovation. Innovation was based on its

to provide computer -based applications in support of the other two
__ategies.

Growth Size can be necessary factor for company to sustain its business

egies and achieve success. Federal Express is a good example of a company

a strategy that needed to realize package volume growth to justify the large

cunt of capital equipment involved in its deliverynetwork.

Amance No one says that a company must do everything itself Alliances that

work are difficult to establish but can be used to support a strategy that

erwise would be impossible to implement. The airlines use alliances to

Iement and operate passenger reservation systems.
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4.3 Porter's Value Chain 

-nlike the Competitive Model, it focuses internally within an organization. It was

ceveloped as a strategic method for examining all the activities a firm performs and

w they interact, as a basis for analysing the sources of competitive advantage. The

relevant level for constructing a Value Chain is a firm's activities in a particular

.adustry. The complete generic value chain is depicted in Figure 4.2.

7•gure4.2

Generic Value Chain 

Inbound
Logistic Operations

Outbound
Logistic

Marketing
&Sales

Finn infrasructure
: :

Human Resources Management
. .

Tecbnology Development
w .

Procurement i

Primary Activities

ce: Porter, Michael E., Competitive Advantage, New York: The Free Press, 1985, p.3;3.

- :n important to remember that the Value Chain is a structure. The actual contents of a

'ahıe Chain for a specificcompany determine a source of competitive advantage.
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e are five primary activities involved in competing in any industry, as shown

_ e 4.2. Each category is made up of multiple activities that depend on the

any, its strategies and the industry in which it competes. The primary activities 

ude: 

• Inbound logistics involves receiving, storing and disseminating inputs to the
rnduct.

• Operations transform inputs into the final product.

• Outbound logistics collects, stores and physically distributes the product to

customers.

• Marketing and sales identifies markets and how customers buy the company's
products or services.

• Service deals with customer support and repair·service.

In addition to the primary activities there are common support functions. 
These include: 

• Procurement of inputs used in the firm's value chain.

• Technology development in every facet of the operation hut not limited to
informationtechnology.

• Human resource management involving the recruiting, hiring, training,
development and compensation of employees.

• Firm infrastructure includes planning, accounting and finance, legal, community

affairs,government relations and quality management.

The benefit to be gained from the Value Chain, as with the Competitive Model, is to

-stematicallyevaluate a company' key processes and core competencies. Attention

should be particularly given to strenghs and weaknesses relative to the primary factors

that would contribute to the company's ability to compete. It is important to identify

discrete activities as well as where these activities can be linked. How one activity is

performed affects the cost and performance of another. Established effective lirtks

among key activities can be a powerful source of competitive advantage.
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CHAPTERS

5. AIRLINE INDUSTRY ANALYSIS

5.1 De.scription of the Industry

The airline industry is an important component of today's global economy. Over 1,25

billionpassengers per year rely on the world's airlines for business and vocation travel.

Approximately a quarter of the world's manufactured exports by value are transported

by air. Since the first jet airliner flew in 1949, use of commercial aviation has expanded
more than 65 times.

The industry is mature but is still changing and growing. The passenger segment of the

airline industry is the largest. In 1995 it accounted for over $69 billion in revenues of

73,7 percent of the industry's total revenues. Over major segments include freight and

express (9 percent), charter (3,5 percent), and mail (1,3 percent). Economically, the

airline industry is an imperfect oligopoly, in which a few carriers dominate in long-haul

passenger traffic. Several dozen small carriers compete for short-haul flights. The

Department of Transportation in US classifies air carriers by the size of their revenue

base. In the United States, ~4 carriers have a fleet of25 or more aircraft.

Major Airlines: Annual revenues exceed $1 billion; American, United, Delta,

Northwest, Southwest, and US Airlines,Each have fleets of300 or more aircraft.

National Airlines: Annual revenues are between $100 million and $1 billion; more
regional in focus with smaller seating capacities.

Regional Airlines: Annual revenues are less than $ 100 million; commuter lines and
start-up carriers.

Airline industry demand is cyclical. Travel generally follows economic activity.

Economic models for forecasting airline traffic are commonly based on projections for

gross domestic product (GDP), disposable personal income, and consumer confidence

levels. While air traffic volume reflects economic factors, the cost and convenience of

alternative models of transportation also impact air traffic. Demand for discretionary
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travel, such as vacations, tends to be more prices sensitive. In recent years, corporate

travel budgets have also become price sensitive. High fares stifle air traffic demand,

while low fares spur grater demand.

5.2 Potential /Prospective for Growth 

The airline industry remains one of the fasted growing sectors of the world economy.

Passengers and freight traffic is expected to increase at an average annual rate of 5 to 6

percent between 1997 and 2010. This is significantlygreater than the expected growth

of global GDP. By 2005, the number of people travelling by air is projected to exceed

2,5 billion a year. Growth in air travel will be led by the Asia market. Demand for this

region is anticipated to grow by atı average of 8,6 percent annually between now and

2010.

5.3 Competitive Structure 

Ten major airlines (airlines with annual revenues over $1 billion) currently account for

over 75 percent of all operating revenue and 90 percent of passenger revenue. The other

1 O percent are made up of over l 00 airlines. The market share of other airlineshas been

increasingat the expense of the major airlines.

The competitiveness in the airline industry was enhanced by deregulation in 1978.

Deregulation allowed airlines to fly wherever they wished. It also allowed new small

airlines to compete with the existing major airlines. Some small airlines have done well

with point-to-point, short-haul, and high frequency operations.

Airlines do not sell a tangible product but are simply suppliers of transportation. Aside

from certain frills, the service airlines provide is basically undifferentiated. Some of

these frills are more legroom, better food, newer movies, telephone service, and 

most recently hook-ups for fax and online communication. Frequent flyer 

programs and rewards are also used to distinguish airlines from their peer. 
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Passenger pricing has become more and more transparent, particularly due to consumer

cess to fares on the Internet. In sum, the airlineindustry is highlycompetitive.

Besides competing with each other on service and price, airlines compete with variety

of transportation modes, including automobiles, railroads, and buses. Airlines use

equent flyer programs to build brand loyalty and distinguish themselves from the

competition. Frequency flyer programs have been developed in an attempt to gain

customer loyalty and promote repeat business. Frequent flyers represent only -8 percent

of the total number of passengers. The miles they fly equal 45 percent of all miles

flown. Satisfyingthese passengers can be key to an airline's success.

5.4 Technological Investment And Analysis 

Technology presents a tremendous potential to cut costs and simplifythe process of air

travel. The airline industry has improved its operating efficiency by applying new

information and communication technologies. Staffing levels can be cut because

computer, modems, and ATM-like machines enable fast and efficient communication
and ticket distributiön.

In 1995, airlines established home pages on the World Wide Web. These sites display

information about schedules and fleets, contain financial and promotional material, give

listing of in-flight movie offerings, and let travellers check the status of their frequent

flyer accounts. Since 1996, ticket less travel enabled ticket purchases to be made on the

web. Once the reservation paid for, passengers can board the airline by showing a 

valid driver's license. This eliminates the security surrounding ticket stock as well as
the accounting procedures required to tract the use tickets.

In 1997, 2 percent of air travel reservations were made through Internet bookings. As

travellers use the Internet to obtain frequently sought information, airlines are cutting

customer service operations. The Internet makes airfares publicly available and

comparable on the World Wide Web, This enables consumers to compare and shop for
the lower price.
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Airlines are using technology to reduce operating costs. Early in 1995, the airline

industry realized the partial elimination of the traditional paper ticket. The "electronic

ticket" was its replacement. It brings significant savings to airlines in the cost of ticket

distribution. Whether passengers welcomethe change is not entirely clear.

The airline smart card· is another new product. It provides frequent travellers with the

ability to quickly identify them, board a flight, obtain a ticket, and pay for other

products and services. It also saves airline ticket distribution costs, allows more

passengers use of self-servicefacilities,and provides a better means of identification.

Most major airlines are part of an intricate computer system that enables travel 

agents to book flights for customers. Major airlines are able to offer a high

concentration and variety of flights with availability. This makes it easier for agents to

schedule. In addition, major airlines are able to offer more incentives to travel agents

who sell the airline seats.

5.5 Importance of Information Technology Applications to Airlines 

Information technology plays a major role in almost every aspect of the operation of an

airlinebecause of the high information content. Volumes of data on passengers, flights,

meals, etc. need to be processed.

At the mention of the airline industry and computers, most people think of passenger

reservation systems. While these passenger service systems are significant,they are not

the only important computer application within most airlines. Sophisticated operational

information systems are required to effectively manage equipment, personnel, flight

scheduling and contingency planning. Yield management is critical to the profitability

of most airlines. This involves analysis of demand versus capacity on every flight with

pricing decisions make accordingly. Flight operating systems involve a computer in the

cockpit of the airplane that deals with throttle setting for take-oft: weather conditions

while en route and gate assignmentsupon arrival.
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5.6 Benefits of Information Technology System

Convenience to Customers This has been the primary motivation for the passenger

reservation systems. This ability to make a reservation for an entire trip, be assigned a

eat, receive a boarding pass to eliminate standing in line, request a rental a hotel in

multiple cities, arrange for a special meal and conveniently change your plans before or

during the trip, are all examples of benefits made possible by this type of system.

Knowledge of Customers This benefit was gained through the frequent-flyer program

Advantage. The airline wanted to know whom its better customers and tried to increase

the loyalty of these passengers by rewarding them for the amount of business they did

with the airline. From a data-gathering standpoint the program work very well. Most

passengers get upset if they do not receive frequent-flyer points; so they carefully

identify themselves when take a trip. Although a large number of people signed up for

the program the loyalty factor has not been as successful as they had hoped. People

who fly a great dial tend to take the first available flight to their next destination.

Providing a Foundation for Other Systems This was a major benefit of the computer

reservation system. The data regarding both the better customers and all passengers is

used to analyse the logic of routes, frequency of flights, ticket structure and prices. The

yield-management system mentioned previously is a key factor in realizing a profit for

the airline. A typical flight can have as many as fifteen to seventeen differently priced

tickets. The yield-management system deals with how many tickets in each category

should be sold for each flight. A key consideration is how many tickets to hold until the

last minute to accommodate business travellers who would be charged at a higher rate.

Building a Base for Other Business In an age when innovation, efficiency and up-to

date technology are important business success factors, AMR' s information and

management-services business provide a significant competitive advantage (AMR 1993

Annual Report, p.25). These information systems capabilities within have been

marketed by American to other airlines and businesses in general. They designed and

built a reservation system for the French railroad and Aeroflot in Russia. In addition to
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consulting and systems design they provide telemarketing services, system training,

ground services and investment services.

The challenge for the airline industry in general, as it relates to information technology

is to keep pace with data management requirements that are increasing significantly on

an annual basis. while maintaining the system reliability required to compete.

5. 7 Successful Airlines and Information Technology Applications 

While most airlines in the world recorded major losses from 1990 through 1993, there

have been four consistently profitable carriers; Singapore Airline, British Airways,

Southwest Airlines and Cathay Pacific.

Apart from good strategic management in creating customer value on improved

customer services, Aircraft utilization and cost saving reservations all these airline

companies are known to have been pioneers in Information Technology applications.

For example, they have implemented a strategy to provide an infrastructure that

includes excellent information technology and telecommunication networks, worldwide

distribution linkages and a total value chain to support a diversity of manufacturing and

servicebusiness.
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CHAPTER6

6. CASE STUDY (CYPRUS TURKISH AIRLINES)

6.1 History of Cyprus Turkish Airlines (CTA)

The Cyprus Turkish Airlines (CTA) was established on 4 Dec. 1974 with its Head

Quarters in Nicosia, TRNC. The initiating capital was 40,000,000 TL (6,506,822,40 TL

paid). There were two founding shareholders: Turkish Airlines (TA), representing the

Republic of Turkey with fifty per cent of the shares and 'İnkişaf Sandığı', representing

TRNC also with fiftyper cent of the shares.

The CTA was declared bankrupt in the middle of 1997 after continued losses over the

years. This. period is called "Period of Ümit Utku" after the name of the then CTA

Director. In 1998, CTA started a new period with an agreement with a different

organisation, Turban Ltd., representing the Republic of Turkey. This period is now

regarded more successful givingCTA a new technical structure.

6.2 Misşion Of The CTA

The mission of CTA is to create an air link for the TRNC with other countries

transporting passengers in and out of the country from all over the world. This,

however, is a difficultmission to establish given the political situation in Cyprus and the

economic embargoes set on the TRNC. After the Greek Coup and the resultant Turkish

intervention in 1974 Cyprus was divided in the Greek Cypriot Administration in the

South and the Turkish Cypriot Administration in the North. The Turkish Cypriots then

founded the Turkish Republic of Northern Cyprus although only recognised by Turkey.

The new State had no airlines and the CTA was establishedwith a mission to fulfil this

gap.
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6.3 CTA Market Segmentation 

The market ofCTA is divided into two segments related with the type of customers.

)iı, Passengers

)iı, Cargos

1. Passengers 

All the TRNC peoples who want to go outside of the country and peoples who want to

enter to TRNC with air travel. These customers groups have come into existence;

• Leaders of Government and Businessmen

• People who need medical treatments at developed countries,

• Tourists from Germany and other European Countries

• Turkish Cypriots from Abroad (mainlyfrom London)

• Soldiers of Turkish Military Service whom are in TRNC, and their families.

They are using air travel to enter the TRNC and go out side of country reliably,

quickly and comfortably.

• Tourists for gamblingfrom Turkey

In recent years, a new business area opened in the TRNC, presenting new market

opportunities for the CTA.

There are five private universities (Eastern Mediterranean University, Near East

University, International Cyprus University, Lefke European University, arıd Gime

American University) in the TRNC. These universities are the source of potential

customers made up of students who are coming to Cyprus for further education; the
' '

students' familiesare also potential customers for the Airline.
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Priority Needs of Passengers

./ Reliability

./ Punctuality

./ Good ground and flight Services

2. Cargos 

Cargo refers to pockets that are under the twenty kilos. These pockets belong to

persons or organisations.

Priority Needs of Cargo Customers 

./ Reliability

./ Punctuality

../ CheapPrice

6.4 Political Environment 

Because of the political and economic embargoes, air travel to the TRNC is only

possible via Turkey. The aeroplanes of the CTA need to land and register at Turkish

Airports before flying to other destinations. For example, when flying to U.K. or

Germany, CTA has to land and register at a Turkish airport, as Turkey is the only

country recognising the TRNC which has leg~l airports. The same aeroplane coming

back to the TRNC, it has to touch down in Turkey again, before come to TRNC. In

addition, some countries like France does not even agree to this arrangement. No CTA

aeroplane can land in French Airports under any circumstances. These political

restrictions play a negative role for CTA's market potential and costs.

In addition, this procedure extends the flying and waiting times thus causing

inconveniencefor many customers.
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When a CTA Airline flies to and back from the UK it goes through the following

schedules:

From Ercan to İzmir. (The flight has to registered there).

From İzmir to Heathrow (UK).

From Heathrow to İzmir (The flight again registered).

From İzmir to Ercan.

If there were no embargoes:

From Ercan to Heathrow.

From Heathrow to Ercan.

This means that the CTA Company has double expenses both in costs and

time for checking, personnel, safety, and passenger service operations

6.5 Legal Environment 

.
Cyprus Turkish Airlines is regulated under the International Aviation Law like all other

airline organisations. The International Aviation Law can't be focal; it is a global law

that all airlinesorganisations must comply in order to fly.

CTA is also regulated under the Laws of the Republic of Turkey under the Civilian

AviationLaw. There are two basic aviation laws; Chicago and Varsova.

6.6 Financial Situation 

The CTA suffered serious financial losses in the middle of 1997. It was declared

bankrupt and than re-established as jointly owned by Turban Ltd, representing Turkey,

and by the TRNC. A new executive management was also appointed. This period is
more successful and reflects a better financial situation for the CTA. The CTA could
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better control their expenses and work for profit. Today, The CTA is regarded as a very

efficient airline company in financial terms within the boundaries of Turkey and the

TRNC.

The CTA is being affected by the economical crisis that occurred in the TRNC and

Turkey with rising foreign exchange rates for the last two years. The numbers of

passengers have decreased when compared with the time prior to the crisis. This does

not mean, however; that CTA was affected by the crisis in a great deal. CTA carries out

all its transactions in USA Do11ars isolating itself from the i11 effects of the fluctuating

exchange rates.

6. 7 Competition 

Since February 2001 the competitor of CTA was Istanbul Airlines, but now CTA

has no competing airlines in Cyprus. Direct competition, however, exists from

other providers of travel and freight services, mainly by ferries. Travel by sea to

Turkey offers a cheaper alternative for segment of travellers. Most of the

commercial freight in and out of Northern Cyprus is also carried this way.

Howeve.r,CTA still enjoy a monopolistic position in the year as a public company

with över 700-personnel who are loyal to the company because ofthe state social

security system and other job security measures.

Facing future direct competition, although not possible in the near future, CTA

will need to upgrade its competitive advantage through offering a better customer

value at a lower cost. The current personnel to passenger ratio is, for example,

high underminingCTA's competitiveness.
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6.8 Human Resource Management 

The CTA has a department for Human Resources Management at its Central Office.

This department has two functions; the recruitment and the training of personnel.

6.9 Contracts with Agents 

CTA offers flight tickets for sale at their service points, and through independent

Travel Agents. CTA has two type of contracts with travel agents; agents with

IATA membership get 9 per cent commission and the non-IATA. members get 8

per cent commissionon the value of flight tickets sold.

6.10 Information Technology 

Before l 997, CTA did not make much use of the modern technology. They were

using only few PC's and 10-15 dummy terminals as a system to process data at

the Central Office. All documentation was transferred from branches to Central

Office in .hard copies and was entered to computers collecting all information in

digital forum. This process was not efficient; it was very hard and time

consuming.

After 1998, CTA started a new period with different organization and different

management. This new period brought more technology and efficiency to the CTA

New computer systems were acquired and a new IT system was established. In 1999,

the CTA information processing was completely transferred to a computerised system.

A Computerised networking system was established such that all CTA branches could

share information with each other.
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- ıow, CTA is connected and using local and global network systems, there are

our network communications employed for in-office, inter-branch, and global

communicationswith other airlinesand services.

6. 10.1 RAS (Remote Access Server)

The RAS is an oftline (non-online) system that is not connecting all time to

general system. If any branch want to transfer their accounting information

connect to General Office System, they sets their dial-up connection. After,

transferring information to RAS that is a server at the General Office, they cut the

connection.

The aim of this servet, the entering their data to the computer system and when

finish the entering they could 'be transfers their information to the Central Office

and the calculation analysedthere.

Before many years, the branches was doing all the processing by hand using paper

and bill, it the end of the mount they transferred that documentation to the general

office. The bills and paper checked there and made documentation.

After, they started to use computer system and the branches entered their

information to the computer system, than they take print out the documentations

and copy to disk. The copy of the documentations was transferring to the General

Office and entering to the computer again there.

But now days they are using more technological computer system. The branches

can be translating all the documentations to Central Office by using network

system, so there is time consuming and doubly. The information is checked in the
General Office.
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The information doesn't to transfer the entire server, it's firstly transferring to

RAS server, its stored there temporarily, than the information transferred to an

Accounting Server because ofto overcome the insecurity,

6.10~2 Accounting Server 

Accounting Server is used by the Accounting Department. The Accounting Server

is connecting to the Remote Access Server and receiving the 'information that

transferred from branches. All coming-incoming analysis making Accounting

Department by using collected information. This system doesn't connection with

other network to security system. They are using the Accounting Programmed to

entering their data to the computer system and analysingthe information.

6.10.3 Mail Server 

This is a local server that is using only in the office to sending and receiving

messages to communication the personnel with each other. The personal can be

sending the messages and documentations to other personnel and they can receive

the messages from others.

6.10.4 Sita Server (SITATEX) 

All the airlines are using Sita Server to communicate between each other. The

Central Office of this system is in the Atlanta. The communication is very

important thing for the airlinesorganizations.
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6.11 CTA Financial Analysis

The following table represents the Income Analysis of the CTA with Global Industry

rates provided for comparison;

CYPRUS TURKISH AIRLINES
1996-2001

INCOME ANALYSIS (U.S. Dollars)
Table: 1

50.935.277, 49.314.765,10 76.157.586,15
19

1,00 ı 1,16 Ö,98 0,95 1,46 1,16 I 1,12 1 12% I 3,6%

49.795.516,49 I 61.508.449,12 27.609.744, 37.714.786,95 66.414.119,07 60.182.084,25
12

1,00 1,24 0,55 0,76 1,33 \ 1,21 I 1,01 I 1% I · 3,3%

2.296.897,82 - 1.116.951,88 23.325.533, 11 .599.978,15 9.743.467,08 286.222,95
06

I I
1,00 ı- 0,49 10,16 5,05 4,24 0,12 I 3,35 1 235%

1.891.2s1,57 T 2.214.218,11 2.631.206,8 2.875.117,11 5.532.065,68 6.314.946,79
3 '

1,00 1 1,20 I 1,39 1,52 2,93 3,34 I 1,90 I 90%

9:aa4.242,59 I 12.060.430,oo 111.248.913, 13.037.700,57 10.259.507,00 5.399.318,28
80

I
1,00 ı 1,29 1,20 1,39 1,09 0,58 1,09 I 9%

- 8.978.596,34 I'- 15.451.001,58 9.445.412,4 - - - 11.428.042,12
4 4.312.839,52 6.048.105,61

I I I
1,00 I 1,72 I - 0,48 0,67 I 1,27 I 0,68 T -32%

4,41 -1,85 45,79 23,52 12,79 0,47 14,19 I 3.21 times 3.1%

3,63 3,77 5,17 5,83 7,26 10,44 6,02 1:69tımes

18,01 19,97 22,08 26,44 13,47 8,93 18,15 1 times

-17,24 -25,59 18,54 -8,75 -7,94 -1~.90 9,·98 I 7.26 times 2.9%

n David, Managing Information Systems, Prentice Hall,2000

-~ : Cyprus Turkish Airlines.
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FinancialData obtained for the CTA between the periods 1995 to 2001 were in

Turkish Liras. Since, the Turkish Lira has experienced a downward trend in value

against other currencies key income figures were worked out in U.S. Dollars

based on the average annual exchange rates provided by the Turkish Republic

Centra1 Barık for the years 1996-2001 (See Appendix C). The breakdown

amounts of the key income figures were shown as a percentage of sales, indexed

to 1995 as the base year (See Appendix B).

The Income Analysis of the CTA carried out in Table 1 shows anomalies both

within itself and when compared with Global Average Industry Rates. Clearly,

insight present a clear picture on CTA's financial transactions. However, despite

many attempts this was not possible as the CTA is a "closed' organization. It is

fair to comment there that CTA needs to be more 'transparent' if its mission is to

contribute to the economic welfare of the Turkish Cypriot communityas claimed.
.1,.,

Until the year 1999 sales from operations showed very little fluctuation from 1996

sales. However, in the year 2000 there was an increase by 46%. This jump in

sales could be explained with the collapse of Istanbul Airlines adding to the

market share of the CTA and the increase in the 'gambling tourists' arriving in

Northern Cyprus. This exceptional year may help us to understand why the

average increase in CTA sales was at 12%, almost as 3 times as the Global rates

of3.6%.

The fall in the cost of sales ratio in 1998 from 124% in 1997 to 55% is an

anomaly. When we use examine the break-down of the cost sales in Appendix A,

we see that this anomaly has arisen from the costs of fuel and oil, which were

more than halved in one year! Clearly, with the rising fuel rates globally, either

CTA has discovered a cheaper source of fuel somewhere, or that it was paying

more than the market value previously. Despite this, however, the average

increase in the cost of sales at CTA stood at 1 % in 2001 more efficient than the

Global average increase of3.3 %.
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Average gross profit margins stood at 14 .19% in 200 I, an average increase of

3.21 times as compared with the 3% increase of industry.

Net operation ratio was 7.26 times the -17.24% experienced in 1996 while the
industry increase in 2001 was at 2.9%.

Perhaps the anomalies could be explained with the change of management in the

late 1990's that lasted until 2001. The media during that period praised

management for putting back the CTA into profitability and being able to add
more ·aeroplanesthe CTA fleet.

One thing is certain that CTA needs to revise its accounting principles and be

more transparent to public seeking information. Only then, we could more

rationally analyse its financial performance and on this case to be able to

comment on the effects of IT instalment on companyprofitability.
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CHAPTER 7 

7. APPLICATION OF THE PORTER MODELS TO CTA WITH AN IT 

PERSPECTIVE 

7.1. Generic Strategies to CTA 

Using the Porter Competitive model we can analyse the industry structure, the

competitive strategies and the power structure within the airline industry.

CTA is an independent airline with markets: in Turkey and Europe. Its routes are

described as short-haul with both hub-and-spoke and point-to-point route structures.

Being a monopoly in Northern Cyprus, CTA cannot be regarded as a low fare airline. It

earns premiums due to its monopolistic position and hot due to any competitive

advantage obtained through differentiation.

CTA's IT installations have a minor role in company relations. Due to this no cost

advantages are obtained either. On Porter's generic strategies we could describe CTA

as a company offering a non-differentiated product at a high cost. Clearly, in a

competitive market this would be described as an "idiot strategy" (in Porter words)
doomed to failure.

7.2 Competitive Forces Model to CTA 

The applicationof the complete Porter Competitive Forces Model to the airline industry
is shown Figure 7. I below;
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Figure 7.1

Porter Competitive Model 

Airline Industry Analysis 

-· Aircraft Manufacturers
• Aircraft Leasing Companies

• Foregn Carriers• Labor Unions
• Regional Carriers• Food Service Companies Potential New Start-ups• Airports

Entrants • Cargo Carrier• Local Transportation Service
Business Strategy• FAA (Air Tarafic Controllers=
Change• Hotels

,,
Bargining

BarginingPower of I Power of•••Suppliers
Buyers

.- Travel Agents
• Business Travelers
• Pleasure Travelers
• Charter ServiceAlternative Travel
• US. Military

•
Service

• Cargo and mail• Fast Trains
Substitute• Boats
Products and• Private Transportation

• Videoconferencing Services

Source: Porter, Michael E., based on ideas in Competitive Advantage, New York: The Free Press, 1985.

There are limited forces on the CTA due to its being the only airline flying to and from
Northern Cyprus.

CTA buyers: Like all other airlines CTA's passengers are the people who fly for

business or personal reasons. In most cases, these individualswould have some power

in picking a competitor airline. In CTA's case, however, buyers do not enjoy this
power.
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CTA suppliers: Suppliers are a significant competitive force in the airline industry.

Three deliverables from suppliers-aircraft, fuel and all labour (from unionsj-are the

most significant determinations in the operating cost of the carriers. The power

implicationsof suppliers in mixed in the industry. CTA is not an exception.

1 New Entrants: Currently, a threat from new airlines operating in Northern Cyprus is

quite remote due to economic and political crises. Some private airlines, such as

Istanbul and Noble Airlinesare now a thing of the past.

Substitute Produc,t or Services: Analysis of this category requires an examination of

the motives for air travel. People generally choose to travel by air for two primary

reasons: (1) because they desire more personal contact than is afforded by telephone and

(2) the distance to travel is far enough that a significant time savings justifies the

additional expense over alternative models of travel. The only substitute travel to

Northern Cyprus is via sea. This requires more time and discomfort despite being

cheap. The threat to CTA is very limited.

7.3 Value Chain

Information technology plays a major role in almost every aspect of the operation of an

airline because of the high information content. Volumes of data on passengers, flights,

meals, hotels, etc. need to be processed.

At the mention of the airline industry and computers, most people think of passenger

reservation system. While these passenger service system are significant, they are-not

the only important computer application within most airlines. Sophisticated operational

information systems are required to effectively manage equipment, personnel, flight

scheduling and contingency planning. Yield management is critical to the profitability

of most airlines. This involves analysis of demand versus capacity systems involve a

computer in the cockpit of the airplane that deals with throttle setting for take-off,

weather conditions while en route and gate assignments upon arrival.The Porter Value

Chain is shown in Figure 7.2 to graphicallyexplainthe scope ofIT use;
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When we examine the CTA, however, we see that IT installations have not been

carried out with company competitive advantage or customer value in mind.

Current IT systems, include four different instalments:

I. Remote Access Server (RAS): Gathers accounting reservation information from

branch and agents at Central Office. (Reservation and Accounting).

2. Accounting Server: Receives and processes accounting reservation information from
branches.

3. Mail Server: Providers communication between personnel members. A sort of an
Intranet.

4. Sita Servet (SITATEX): Providers communicationswith other international airlines.

As observed IT installation falls behind industry standarts and therefore does not add

much value to the CTA's Value Chain as seen in Figure 7.3 next page;
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CTA Value Chain 
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CHAPTERS 

8. CONCLUSIONS AND RECOMMENDATIO:NDS 

8.1 Conclusions 

Conclusions on theories; The competitive role of Information Technology, which

according to literature and experiences of some firms contributes to the overall success

of the business through an effective integration of business strategies, information

technology and people, was the major focus of this assignment.

In the light of the Porter Models used it could be seen that;

• IT use can help companies gain competitive advantage either through differentiating

products and services, and also in saving costs where possible. Differentiation with

Information Technology is possible applied to product design and distribution systems

filed and processed -on IT systems, management is observed to give a quicker respond

to customer needs thus gaining competitive advantage.

• IT affects the competitive forces in an industry by changing the "rule of the game"

continuously. Barriers to entry because of economies of scale and competitive

advantages are not always possible when IT is applied. IT also is capable of producing

substitute ideas and products thus enhancingthe intensity of competition.

• IT affects all parts of the value chain; both the primary and support activities. It is

significant to note that IT must compete with other technologies for prioritisation,

including funding, within the company. In other words, sometimes the traditional

information systems could be more effective than IT, and IT should not be employed

without any consideration. Finally, it was observed that IT has become both a

prominent and pervasive tool within most segments of the value chain.
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Conclusions on CTA case and Information Technology; In the analysis of the, CTA,

competitive advantage gained by IT installations during the late l990's was found to be
'

very low. One could say that there were very little advantage gained from a move from

the traditional information systems to IT at the CTA.

There were no extra profits gained. Increase the market share in the last few years was

due to some local airlines closing down and not because CTA's gaining competitive
i

advantage of any kind. We may explainthe reasons for this lack of performance in two·

fold. One, through comparing the IT used at other airlines and the CTA; and two, by

looking at the possible failures at the planning stages ofIT use.

At the mention of the airline industry and computers, most possible think of passenger

reservation systems. This· was the case at the CTA As discussed within the project

CTA uses four basic IT systems all aimed at passenger reservations and keeping

accounting records. Successful airlines, however, makes further use of IT to gain

competitive advantage. While these passenger service systems are significant, they are

not the only important computer application within most airlines. Sophisticated

operational information systems are required to effectively manage equipment,

personnel, flight scheduling, and contingency planning. Yield management is critical to

the profitability of most airlines. This involves analysis of demand versus capacity on

every flight with pricing decisions made accordingly. Pricing decisions at the

traditional methods of looking at the past and cyclicaldemand. Prices are determined at

the beginning of a season thus taking a chance on the event changes in the business

environment. Flight operating systems involve a computer in the cockpit of the

aeroplane that deals with throttle setting for take-off, weather conditions while en route

and gate assignments upon arrival. CTA has no such systems that save costs in
operations.

The second main reason of the failed IT use at the CTA could be explainedby looking
at the planning stages for IT use.

If general business planning can fail produce the desired results, the same can be said

for trying to integrate information systems into a business plan. Failure regarding

information system at the CTA may fall into two general categories;
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l. Information systems and general business-related issues. Here, the failure is

related to the outcome being stated in technology terms and not business terms. People

at the CTA either do not understand or simplydo not accept the stated objectives and/or

the approach of the company. They may have also failed because of their tendency to

place blame on today's environment (Embargos), rather than project the CTA to a new

and better way of doing things.

2. Management authority and responsibility. Management authority and

responsibilityfactors at the CTA can also be the cause for a lack of IT planning success.

These include a failure to support the plan of trying to avoid the results if averse.

Clearly CTA's executive with 50% owned by a Turkish Company and the other 50% by

Northern Cyprus is not a structure where sound responsibilities and decisions can be

taken. Evidence on managerial inadequacies and quarrels are frequently read in the
media.

As a result of applyingIT to CTA the number of workers should have been reduced, but

because of their Labour Union rights this could not be done. In addition to this, the

change of government had effects employingmore workers.

In general, this project concludes that business strategies do not compete with the use of

information systems. The goal is for the business strategy to be successful with the

support of the IT. We must keep in mind that business strategies can work without the
use of information systems.

Information systems and IT can never be successful as a competitive advantage

tesource if they do not support the right business strategies.
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8.2 Recommendations

In the light of the findings and the conclusions of this paper one could recommend that

in order to gain a competitive application from computerized information systems,

companies should;

• Ensure that IT planning matches with the business vision, mission and corporate

objectives.

• Any IT considerations should be related to convenience and benefits to customers.

Firms gain competitive advantage when they produce a better customer value than

competition.

• IT application and planning should provide a foundation to other systems within

current and future company operations.

• IT planning should not be based on mimickingother companies and it should not be

carried out in a vacuum. The business should regularly check on its current resources

and capabilities against the possible opportunities environment at every stage of IT
planning.
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CTA currently has five members serving on its Managing Board; three representing the

Republic of Turkey and two representing the TRNC.

Council of Managers 

Chairman:

Member:

Member:

Member:

Member:

Sözer ÖZEL (TR)

Alladdin FIRAT (TR)

Ahmet NEYİDİM (TR)

Mehmet Ali ÖZY ALÇIN (TRNC)

Erdal süREç (TRNC)

Auditors 

Ece TUFAN (TR)

.Bekir HINCAL (TRNC)

Departmental Structure 

General Manager:

Asst. General Manager

(Business and Commercial):

Asst. General Manager:

(Finance and Admin):

Technical Operations Manager:

Flight Operations Manager:

Zeki ZİYA

AliKORAKAN

Hasan BAŞOGLU

Mehmet GÜNDAL

Fethi GüLBARAN
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Fleet Structure

The total number of passenger planes in the current fleet is seven with a maximum

capacity for 1335 passengers. The average age of the fleet age is improved from 17,72

to 12,42 in the last two years. Details are as follows:

1-~- 727 TC- JBG "YA VRUV ATAN''.

2- B- 727 TC- JEC "YEŞİLADA".

3- A - 31 O TC-JYK ''ERENKÖY"

4- A - 31 O TC-JCO "LEFKOŞA"

5- B-737/800 TC-MSO "MAGOSA"

6- B-737/800 TC-MZZ "GÜZEL YURT"

7- B-737/800 TC-MAO ''KARP.AZ" 

Maximum passenger capacity 164

Maximum passenger capacity 164

Maximum passenger capacity 23O

Maximum passenger capacity 246

Maximum passenger capacity 177

Maximum passenger capacity 177

Maximum passenger capacity 177
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Flight Destinations

TURKEY

Ercan-Adana-Ercan

Ercan-İzmir-Ercan

Ercan-Antalya-Ercan

Ercan-Ankara-Ercan

Ercan-İstanbul-Ercan

Ercan-Dalaman-Ercan

GERMANY

Ercan-İstanbul-Frankfurt-İzmir-Esenboğa-Frankfurt-İstanbul-Ercan

Ercan-İstanbul-Frankfurt-İstanbul-Ercan

Ercan-İstanbul-Frankfurt-İzmir-Ercan

United Kingdom

London; (Heathrow and Stansted Airlines);

Ercan •.İzmir- Heathrow-İzmir-Ercan

Ercan-Antalya- Heathrow-Antalya-Ercan

Ercan-Antalya-Stansted-Antalya-Ercan

Ercan-İzmir-Stansted-İzmir-Ercan

Ercan-Dalaman-Stansted-Dalaman-Ercan

Manchester;

Ercan-Dalaman~Manchester-Dalaman-Ercan
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Cta Service Offices

Cyprus

Nicosia

Head Office

Sales Office

Terminal Sales Office

Reservation

Cargo

Catering

Krenia

Sales and Reservation

Famagusta

Sales and Reservation

Ercan Airport

Sales Office

Passenger Services

Lost and Found Service

Turkey

Istanbul

Head Office in Mecidiyeköy

Feneryolu Kadıköy

Laleli

Atatürk Airport

Sabiha Gökçen Airline

Ankara

Kızılay Airline

Esenboğa Airline

İzmir

Alsancak Head Office



Adana

Antalya

Dalaman

England

London

Manchester

Germany

Frankfurt

49

Adnan Menderes Airport

Office in Atatürk Cadd.

Şakir Paşa Airport

Office in 30 Ağustos Cadd. Işıklar

Antalya Airport.

Lama Shipping Travel Agency.

Pall Mall Sales Office.

Haringway Selling Office

Manchester Passenger Services.

Frankfurt Ticketing And Reservation Office.
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31 ARALIK2001 GÜNÜ SAAT 15:JO'DA BELİRLENEN GÖSTERGE
filELİGİNDEKİ

TÜRKİYE CUMHURİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EFEKT1F EFEKTİF ÇAPRAZ

KODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAR

EXCHANGE RATES EXC.RT.ON,BANKNOTES CROSS

Code Buying Selling Buying Selling Rate Par
USD ABD DOLARI 1,446,638 1,453,615 1,445,625 1,455,795 ı. o 1

CAD-KANADA DOLARI 908,795 912,903 905,432 916,372 1. 5923

SDR-ÖZEL-çEKME HAKKI(SDR) 1,827,630 NA NA NA NA ı.
ATS-AVUSTURYA Ş!L!N! 93,115 93,564 92,975 93,704 NA

BEF=BELÇİKA FRANGI 31,762 31,915 31,714 31,963 NA

DKK DANİMARKA KRONU 172,367 173,216 172,246 173,614 8.3919

DEM-ALMAN MARKI 655,111 658,271 654,652 659,258 NA

FRF-FRANSIZ FRANGI 195,331 196,273 195,038 196,567 NA

NLG-HOLLANDA FLORİNİ 581,423 584,227 580,551 585,103 NA

IEP-!RLANDA L!RASI 1,626,899 1,634,746 1,617,138 1,644,554 NA

SEK-İSVEC KRONU 137,590 139,022 137,494 139,342 10.4560

CHF-İSVİCRE FRANGI 864,185 869,751 862,889 871,056 1. 6713

ITL-100 İTALYAN LİRETİ 66,173 66,492 65,974 66,745 NA

LOF-LÜKSEMBURG FRANGI 31,762 31,915 31,524 32,154 NA

NOK-NORVEÇ KRONU 160,530 161,613 160,418 161,985 8.9944

JPY-JAPON YENİ 11,009 11,082 10,968 11,124 131.1700

SAR-SUUDİ ARABİSTAN RİYALİ 386,881 387,579 383,979 390,486 3.7505

KWD-KUVEYT DİNARI 4,671,826 4,733,360 4,601,749 4,804,360 NA 3

AUD AVUSTRALYA DOLARI 737,681 742,507 734,288 746,962 1. 9577

E;UR-EURO {*) 1,281,287 1,287,467 1,280,390 1,289,398 NA o
GBP-İNGİLİZ STERLİNİ 2,099,963 2,110,940 2,098,493 2,114,106 NA 1

FIM-FİN MARKKASI 215,497 216,536 215,346 217,034 NA

ESP-İSPANYOL PEZETASI 7,701 7,738 7,684 7,756 NA

PTE-PORTEK!Z ESKUDOSU 6,391 6,422 6,343 6,470 .. NA

IRR-!RAN RİYALI NA NA 257 386 NA

GRD-YUNAN DRAHMİSİ 3,760 3,778 3,732 3,806 NA

FYP-SURIYE LİRASI NA NA 15,877 23,816 NA

JOD-ÜRDÜN DİNARI NA NA 1,703,343 1,920,791 NA

BGL BULGAR LEVASI NA NA 385,504 578,892 NA

ROL-ROMEN LEYİ NA NA 48 72 NA

ILS=YENİ ISRAIL ŞEKELİ NA NA 307,081 322,828 NA

----------------------------------------------------------------------------
. (*) EURO 1 OCAK 2002 TARİHİNDEN İTİBAREN EFEKTİF OLARAK TEDAVÜLE ÇIKACAKTIR .

nttp:ııwww.tcmb.gov.tr/kurtarı:.wu I 12/J 112:.wuLtıtml ·· :.u.uı:s.:.wuı



25 ARALIK 2000 GÜNÜ SAAT 15:JO'DA BELİRLENEN GÖSTERGE
NİTELİGİNDEKİ

TÜRKİYE CUMHURİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EFE~İF EFEKTİF ÇAPRAZ
KODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAR

EXCHANGE RATES EXC.RT.ON.BANKNOTES CROSS
Code Buying Selling Buying Selling Rate Paı:
USD ABD DOLARI 671,765 675,004 671,295 676,017 ı . o 1
CAD KANADA DOLARI 442,432 444,432 440,795 446,121 1. 5188
SDR-ÖZEI:rÇEKME HAKKI ( SDR) 879,260 NA NA NA NA 1
ATS-AVUSTURYA ŞİLİNİ 44,952 45,169 44,885 45,237 NA
BEF-B£LÇİKA FRANGI 15,334 15,408 15,311 15,431 NA
DKK-DANİMARKA KRONU 83,316 83,726 83,258 83,919 8.0621
DEM ALMAN MARKI 316,265 317,790 316,044 318,171 NA
FRF FRANSIZ FRANGI 94_, 299 94,754 94,158 94,896 NA
NLG-HOLLANDA FLORİNİ 280,690 282,044 280,269 282,467 NA
IEP-!RLANDA LİRASI 785,410 789,198 780,698 793,933 NA
SEK-İSVEC KRONU 69,766 70,492 69,717 70,654 9.5756
CHF-İSVİCRE FRANGI 407,884 410,511 407,272 411,127 1. 6443
ITL-100 İTALYAN LİRETİ 31,946 32,100 31,850 32,222 NA
LUF-LÜKSEMBURG FRANGI 15,334 15,408 15,219 15,524 NA
NOK NORVEÇ KRONU 75,808 76,319 75,755 76,495 8.8445
JPY-JAPON YENİ 5,942 5,981 5,920 6,004 112.8500
SAR-SUUDİ ARABİSTAN RİYALİ 179,653 179,977 178,306 181,327 3.7505
KWD-KUVEYT DİNARI 2,181,282 2,210,012 2,148,563 2,243,162 NA 3
AUD AVUSTRALYA DOLARI 373,399 375,842 371,681 378,097 1.7960
EUR EURO 618,561 621,544 N.A. N.A. NA o
GBP-İNG!L!Z STERLİN! 993,878 999,073 993,182 1,000,572 NA 1
FIM-F!N MARKKASI 104,034 104,536 103,961 104,776 NA
ESP-İSPANYOL PEZETASI 3,718 3,736 3,710 3,745 NA
PTE-PORTEKİZ ESKUDOSU 3,085 3,100 3,062 3,123 ..• NA
IRR-İRAN RİYALI NA NA 119 183 NA
GRD-YUNAN DRAHM!S! NA NA 1,693 1,769 NA
FYP-SURIYE LİRASI NA NA 6,028 9,041 NA
JOD-ÜRDÜN DİNARI NA NA 842,238 949,758 NA
BGL-BULGAR LEVASI NA NA 153,440 241,500 NA
ROL-ROMEN LEYİ NA NA 22 34 NA
ILS-YEN1 ISRAIL ŞEKELİ NA NA 142,952 150,283 NA

http://www.tcrnb.gov.tr/kurıarı2uuu U/2'.:ı 12:.WUU.htmı·· 2 /.os.zoo;
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30 ARALIK 1999 GÜNÜ SAAT 15:00'DE BELİRLENEN GÖSTERGE
NİTELİGİNDEKİ

TÜRKİYE CUMHURİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EFfKTİF EFEKTİF ÇAPRAZKODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAREXCHANGE RATES EXC.RT.ON.BANKNOTES CROSSCode Buying Selling Buying Selling Rate ParUSO ABD DOLARI 540,098 542,703 539,720 543,517 ı. o 1CAD-KANADA DOLARI 371,645 37.3, 325 370,270 374,744 1. 4537SOR-ÖZEL.ÇEKME HAKKI(SDR) 744,100 NA NA NA NA 1ATS=AVUSTURYA ŞİLİN! 39,396 39,586 39,337 39,645 NABEF BELÇİKA FRANGI 13,438 13,503 13,418 13,523 NADKK-DAN!MARKA KRONU 72,886 73,245 72,835 73,413 7.4094DEM ALMAN MARKI 277,169 278,506 276,975 278,840 NAFRF FRANSIZ FRANGI 82,642 83,041 82,518 83,166 NANLG-HOLLANDA FLORİNİ 245,993 247,179 245,624 247,550 NAIEP-İRLANDA LİRASI 688,320 691,640 684,190 695,790 NASEK-İSVEC KRONU 62,991 63,647 62,947 63,793 8. 5268CHF-İSV!CRE FRANGI 337,292 339,465 336,786 339,974 1. 5987ITL-100 İTALYAN LİRETİ 27,997 28,132 27,913 28,239 NALUF-LÜKSEMBURG FRANGI 13,438 13,503 13,337 13,604 NANOK_NORVEÇ KRONU 67,190 67,643 67,143 67,799 8.0230JPY JAPON YEN! 5,274 5,309 5,254 5,329 102.2200SAR-SUUDİ ARABİSTAN RİYALİ 144,449 144,709 143,366 145,794 3.7503KWD-KWEYT DİNARI 1,760,436 1,783,623 1,734,029 1,810,377 NA 3AUD AVUSTRALYA DOLARI 351,273 353,571 349,657 355,692 1.5349EUR EURO 542,096 544,711 NA NA NA 1GBP-İNGİLİZ STERLİNİ 872,501 877t 062 871,890 878,378 NA 1FIM-FİN MARKKASI 91,174 91,614 91,110 91,825 NAESP-İSPANYOL PEZETASI 3,258 3,274 3,251 3,282 NAPTE-PORTEKİZ ESKUDOSU ..•.2,704 2,717 2,684 2,737 NAIRR-İRAN RİYALI NA NA 96 144 NAGRD-YUNAN DRAHMİSİ NA NA 1,500 1,647 NAFYP-SURIYE LİRASI NA NA 4,580 6,870 NA0JOD-ÜRDÜN DİNARI NA NA 633,158 713,986 NABGL BULGAR LEVASI NA NA 123 185 NAROL-ROMEN LEY! NA NA 17 26 NAILS-YENİ ISRAIL ŞEKELİ NA NA 105,077 110,466 NA

http:ııwww.tcmb.gov.tr/kurtar/ ı Y'J'J 12/Jü 121YYY.htmı ··
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31 ARALIK 1998 GÜNÜ SAAT 15:00'DE BELİRLENEN GÖSTERGE
NİTELİGİNDEKİ

TÜRKİYE CUMHURİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EFiKTİF EFEKTİF ÇAPRAZ
KODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAR

EXCHANGE RATES EXC.RT.ON.BANKNOTES CROSS
Code Buying Selling Buying Selling Rate Par
USD ABD DOLARI 313,707 315,220 313,487 315,693 ı. o ı. o
CAD KANADA DOLARI 202,675 203,591 201,925 204,365 1. 5483
SOR-ÖZEL.ÇEKME HAKKI(SDR) 443,357 NA NA NA NA ı. 4
ATS-AVUSTURYA ŞİLİNİ 26,612 26,740 26,572 26,780 NA
BEF-BELÇİKA FRANGI 9,077 9,121 9,063 9,135 NA
DKK-DANİMARKA KRONU 49,239 49,481 49,205 49,595 6.3705
DEM ALMAN MARKI 187,230 188,133 187,099 188,359 NA
FRF FRANSIZ FRANGI 55,826 56,095 55,742 56,179 NA
NLG-HOLLANDA FLORİNİ 166,170 166,971 165,921 167,221 NA
IEP-İRLANDA LİRASI 464,965 467,208 462,175 470,011 NA
SEK-İSVEC KRONU 38,443 38,843 38,416 38,932 8. 1153
CHF-İSVİCRE FRANGI 226,696 228,156 226,356 228,498 1.3816
ITL-100 İTALYAN LİRET! 18,912 19,003 18,855 19,075 NA
LUF-LÜKSEMBURG FRANGI 9,077 9,121 9,009 9,189 NA
NOK NORVEÇ KRONU 41,097 41,374 41,068 41,469 7.6188
JPY-JAPON YEN! 2,752 2,770 2,742 2,781 113. 8000
SAR-SUUDİ ARAB!STAN RİYAL! 83,885 84,036 83,256 84,666 3.7510
KWD-KUVEYT DİNARI 1,031,401 1,044,986 1,015,930 1,060,661 NA 3.3
AUD AVUSTRALYA DOLARI 192,130 193,387 191,246 194,547 1. 6300
EUR EURO 366,190 367,956 NA NA NA 1. 1
GBP-İNGİLİZ STERLİNİ 521,641 -524,368 521,276 525,155 NA ı. 6
FIM-FİN MARKKA.SI 61,589 61,886 61,546 62,028 NA
ESP-İSPANYOL PEZETASI 2,200 2,211 2,195 2,216 NA
PTE-PORTEK!Z ESKUDOSU 1,826 1,835 1,812 1,849

....
NA

IRR-İRAN RİYALI NA NA 56 84 NA
GRD~YUNAN DRAHMİSİ NA NA 1,066 1,109 NA
FYP-SURIYE LİRASI NA NA 3,169 4,753 NA
JOD-ÜRDÜN DİNARI NA NA 395,761 446,283 NA
BGL BULGAR LEVASI NA NA 71 107 NA
ROL-ROMEN LEY! NA NA 25 38 NA
ILS=YENİ ISRAIL ŞEKELİ NA NA 70,623 74,245 NA

http://www.tcmb.gov.tr/kurıarı lYYl'S 12/J 11219':Jl'.S.html ··
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31 ARALIK 1997 GÜN(' SAAT 15:00 DE BELİRLENEN GÖSTERGE
NİTELİGİNDEKİ

TÜRKİYE CUMHCRİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EFi"KTİF EFEKTİF ÇAPRAZ
KODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAR

EXCHANGE RATES EXC.RT.ON.BANKNOTES CROSS
Code Buying Selling Buying Selling Rate Par
USD ABD DOLARI 20s,ııo 206,100 204,860 206,620 ı. o ı. o
CAD-KANADA DOLARI 143,170 143,820 142,280 144,730 1.4330
SOR-ÖZEL.ÇEKME HAKKI(SDR) 278,010 NA NA NA NA ı. 3
ATS-AVUSTURYA ŞİLİNİ 16,275 16,339 16,234 16,380 12.614
BEF=BELÇİKA FRANGI 5,541 5,576 5,527 5,590 36.961
DKK DANİMARKA KRONU 30,030 30,178 29,919 30,293 6.8294
DEM-ALMAN MARKI 114,440 114,990 114,300 115,220 1.7924
FRF FRANSIZ FRANGI 34,164 34,360 34,079 34,446 5.9982
NLG-HOLLANDA FLOR!N! 101,370 101,990 101,120 102,240 2.0207
IEP-!RLANDA LİRASI 293,290 294,760 290,360 297,710 NA 1.4
SEK-İSVEC KRONU 25,778 26,046 25,683 26,145 7.9130
CHF-İSVİCRE FRANGI 140,690 141,600 140,340 141,950 1.4555
ITL-100 İTALYAN LİRETİ 11,572 11,700 ıı, 514 11,774 1761.50
LUF-LUKSEMBURG FRANGI 5,541 5,576 5,472 5,646 36.9610
NOK NORVEÇ KRONU 27,812 28,000 27,709 28,106 7.3608
Jl?Y-JAPON YENİ 1,572 1,582 1,562 1,592 130. 25
SAR-SUUDİ ARABİSTAN RİYALİ 54,854 54,953 54,168 55,640 3.7505
KWD-KUVEYT DİNARI 666,960 675,740 650,420 692,770 NA 3.2
AUD AVUSTRALYA DOLARI 133,740 134,620 132,710 135,970 1.5309
ECU~VRUPA PARA BİRİMİ(ECU) 225,180 227,180 NA NA NA 1. 1GBP-!NGİLİZ STERLİNİ 339,120 340,890 338, 710 341,740 NA 1. 6FIM-F!N MARKKASI 37,377 37,946 37,239 38,090 5.4314
ESP-İSPANYOL PEZETASI 1,346 1,358 1,341 1,363 151.73
PTE-PORTEK!Z ESKUDOSU 1,115 1,125 1,101 1,139 •183.25
IRR-İRAN RİYALI NA NA 36 55 NA
GRD-YUNAN DRAHMİSİ NA NA 703 728 NAFYP-SURIYE LİRASI NA NA 2,245 3,368 NAJOD-ÜRDUN DİNARI NA NA 250,650 282,640 NA
BGL BULGAR LEVASI NA NA 47 70 NAROL-ROMEN LEYİ NA NA 16 25 NA
ILS YENİ ISRAIL ŞEKELİ NA NA 54,048 5 6 t 82 o NA

http://www.tcmb.gov. tr/kurlar/ IY9! 12/J112199/ .ntml ·· zz.uxzou,



30 ARALIK 1996 GÜNÜ SAAT 15:00 DE BELİRLENEN GÖSTERGE
NİTELİGİNDEKİ

TÜRKİYE CUMHURİYET MERKEZ BANKASI KURLARI

DÖVİZ DÖVİZ DÖVİZ EF'tKTİF EFEKTİF ÇAPRAZ

KODU ALIŞ SATIŞ ALIŞ SATIŞ KUR PAR

USD ABD DOLARI 107,505 108,045 107,182 108,369 ı. o ı. o
CAD-KANADA DOLARI 78,591 78,986 77,805 79,223 1.3679

SDR-ÖZEL ÇEKME HAKKI(SDR) 155,077 NC NC NC NC ı. 4

ATS-AVUSTURYA ŞİLİNİ 9,819 9,868 9,770 9,898 10.9490

BEF-BELÇİKA FRANGI 3,354 3,371 3,337 3,381 32.0500

DKK-DAN!MARKA KRONU 18,062 18,153 17,972 18,207 5.9520

DEMALMAN MARKI 69,073 69,420 68,866 69,628 1. 5564

FRF-FRANSIZ FRANGI 20,481 20,584 20,420 20,646 5.2490

NLG-HOLLANDJ\FLORİNİ 61,555 61,864 60,939 62,050 1. 7465

IEP-!RLANDA LİRASI NC NC 172,584 180,988 NC

SEK-İSVEC KRONU 15,655 15,734 15,577 15,781 6.8668

CHF-!SV!CRE FRANGI 79,503 79,903 79,264 80,143 1.3522

ITL-100 İTALYAN LİRETİ 7,034 7,069 6,964 7,090 1528.40

LUF-LÜKSEMBURG FRANGI NC NC 3,214 3,382 NC

NOK-NORVEÇ KRONU 16,661 16,745 16,578 16,795 6.4525

JPY-JAPON YENİ 923 932 902 945 115.95

SAR-SUUDİ ARABİSTAN RİYAL! 28,668 28,812 28,238 28,898 3.7500

KWD-KUVEYT DİNARI 358,588 360,390 351,416 361,471 NC 3.3

AUD-AVUSTRALYA DOLARI 85,692 86,123 84,407 86,381 1. 2545

ECU-AVRUPA PARA BİRİMİ(ECU) 133,188 133,857 NC NC NC ı. 2

GBP-İNGİLİZ STERLİNİ 181,533 182,445 180,988 182,992 NC ı. 6

FIM-FİN Ml\RKKASI 23,124 23,240 22,893 23,310 4.6490

ESP-İSPANYOL PEZETASI 812 824 792 838 131.ll

PTE-PORTEK!Z ESKUDOSU NC NC 650 690 NC

IRR-İRAN RİYALI NC NC 8 13 NC

GRD-YUNAN DRAHM!S! NC 414 433
..

NC NC

FYP-SURIYE LİRASI NC NC 1,506 1,617 NC

JOD-ÜRDÜN DİNARI NC NC 119,847 138,490 NC

BGL BULGAR LEVASI NC NC 132 142 NC

ROL-ROMEN LEY! NC NC 5 16 NC

ILS=YENİ ISRAIL ŞEKELİ NC NC 27,822 32,149 NC

http://www.tcmo.gov.tr/kurlar/ l 9Yö LL/JU 12 ı YYö.html ~ 2/.Ul:S.:LUU:l
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as . .ıcanons. rends to he more price sensitive. lıı recent
years, corporate rravel budgets have also become price
scıı,ırııc. Hıtzh fare, stifle air rm tfic demand, whılc Im\
fare,, spur gre:ıtcr demand.

The federal go\·ernnıent has ııot regulated airlines
sıpce deregularıon iıı 1978. Since deregul:ıtion, the
ıı,ıdw;r;·ı has growıı sigıııficantlı more corıccnrr.ı ted.
S,ı.,nce 1985, mergers played a significant role ın this
C\lncenrratıon. Between 1986 an d 1987, Texas Air
ııwrged with Eastern and People's Express, Northwest
Airlincx wit l: Republic Airlines, and Delt,ı with West
cıp. lndustrv coıısolıdation has resulted from slowing
rr,ıffic growth and the exhaustion of conventional cost
curring measures. ;-. lcrgers offer savıngs opportunıries
rrirough the consolidation of administrative, distribu
tion, and ınaiıırenaııce operations. Bankruptcies ırı the
19tı0s, most norablv Pan Amc ıica n and Eastern, have
also led to the coıısolidatioıı of the industry.

ı\11 major aırlines wırlı the exception of Southwest
operate through hub-and-spoke networks. in a hub
,ı srem, passengers are g:ıtlıerecl from surroundıng
"spoke" cities to a central hub aırport where they must
transfer to the second leg ot their fligbt. This enables
densities to be buılr for the longer portion ot the flight.
better marching equıpmcnt to demand. Competitive
challenges are rare once an airlıne ıs established ırı a
huh. This has led w the st.ıhılızation of airfares and
profit margins.

1 Despite clereguLıricırı, the Federal Aviation ı\clınınıs-
tr,qtion (FAA) still imposes safety standards on carriers.
It certifies aircraft and airlines and establıshes age and
medical requircmenrs for pilots. A series of tragıc air
plane crashes in J 9CJ6 pushed air safety to tlıe fore
front. The crash of a Valujet airplane in the Florida
Eı:crglacles in Maı· was followed in July by the mysreri
o us explosion aııd crash of TWA's Flight 800 over the
A~\;::ıntic Oce.ı n. The Valujet crash prodded regulators
w' rıgbten their scrutiny of start-up airlines and the
practices of maınten:ınce contractors. Certification of a
new airline now ta kes twice as long as before. The
number of aircraft that a new aırlıne can operate is also
limited based on the carrier's financial and managerial
res mı rces.

The Depanrnenr of Transportation (DOT) levıes
ciı·il penalties aga ınst a iılincs that engage iıı fraudulent
ma rk eting practices and violate code-sharing rules. It
also decides airline owrıershıp and control issues. Inter
nationally, the DOT plays an ımporrant role by negori
atine bilateral aviation treaties with foreign nations.

) C

FINANCIAL ANALYSIS 
fr<lıııı I q94 to J 996. the Qrmı-th rate iıı the a irline indus
rr\' ;ııeragcd 6.- percenteach vea r. ln 1997, the gro\\'th
r.ıre .ıvcragcd ", ı percent per vear, with an ;ıyt,rage load

. :~ ..
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factor uf jus: over -:i,,, ı't:,-cuı,. Comp.ı
nanspunanon ıııdu;;trıc,. rlııs rail I'- h._ .•.
Facr th.ıt rcgıuıı;ı\ ,ıml .nrcmanon.vl .1:dıııe,
increase thei r service tc ı undcr-crvı . I dc,rı;:r

The niılinc industr . 111-:lude, h·;Jı b,u-ıc;
It requires a huge ca pita l ınvestıııcııt, nor only ,ıır nur
chasing aircraft bur u lso tur l.ı hor. µ,ırc ice". ,1t1H·r·

ıng, fuel. ere. Nonrrhclcs«. the ,111 lıııe iuduvrrv i~ c.ı- ıcr
to enter now than ır was hefcırc J 97S whcn dcrq::ııl.ı
tion was passed. Flıµht equipment account s for more
than 62 percent of wt:ıl .ı i ıli nr assets.

A newer trenci for start-ups. as well as major carriers.
ts to lease rather than hLJ\ planes. If a iıcrafr arc pur
chased, tax implieut ions occur such as clı:ırgcs for de
preciation ancl fmancıng costs such as ıntcıcsr -ır
preferred cl ı vidcnd pa ymcnrs. ı\ıııcıng ma ıoı :ı ı rl ı ncs, de
precıation averages 4.7 percent. For Southwest Airlines.
deprecıatıon increased 4 CJ percent compı rcd tcı an i11-
crease ııı rhc percentage of cıwnecl n ircıatt.

An ırnpo rr a nt mc.ısu rc ı~ \ ıe\tl, o:: rlıe revenue gener
ared per passenger mık (RJ'l\ıl). Comparıııg the ah
solute yıclcl level for clıffereıır cn r rıcrs ıs onl v useful ıf
the earners have a simılaı 11\L\ of flıµhts. Another con
sıdcr:ıtiuıı is revenues from norıfarc sources. Since rhc-.c
can account for as ıııuch as JO percent of an airline's to
tal revenues, thıs conrribut ion can make the difference
between an operatiııg pıoiit and loss.

l ndusrrv revenues a r c srronglı linked to corporate
c.irnmgs and dispos.ıb!« mcornc. The second aııd thırd
quarters, along wıtlı holida ys, h.ıvc cornmonl; heeıı tlıc
times when demand was highest and operatmg condi
tions most favorahlc. From J 990 ro rnıd-1994, the in
dustry suffered $12 1:ıillıon ırı losses. 111 rhe thırd
quarter of 1995, tlıe airlıne industry reported record
profits of nearly $2.4 billion. Toral operating revenu~s
increased by 3.6 percent while total operatıng expenses
inereaser] by 3.3 percent. At the same time, passenger
revenues increased by 6.2 percent along with freight
and express revenues, whıch increased hy 16.4 percent
The rate of return on .ını est me nt rose by 6.8 percent.
As a result of these factors, the operating F,; ofit margin
increased by ).1 pe:·ccnr aJ<;'l12, \VJ[;, the net profit mar
gın, wlııclı increased hy 2.'3 percent.

The outlook ıs even more promising for the world
wıdc aırlınc indusrrv as a whole (Table 5.1 ). The prof
its for l995 reached a ııet figure of $5.2 billion dollars.
hased on ınternational servıce revenues of $129.6 bil
lion. Net profit uf 4 percent of revenue set an all-time
record for tlıe industrv. lntcrnatioııal revenues for l996
reached $140 billion, resulting ın a $6.0 bıllıoıı net
profit or 4 ..1 percent of revenue. \IZ!itlı rhe airlıne i n dus
t r y'. new profit:ıhılıty, a n d provıdcd that the airlines
coııriııue to focus their efforts cııı the balance sheers,
this industry wıll become a very attractive investment
ın the next ccnturv.

---- ---- -----


