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ABSTRACT

Productivity is important for personal gain as well as communal and national gain.
Productive individuals lead to productive enterprises and productive enterprises lead to

productive natioﬁS' There are 5rriany requitéments for a productive environment. Appropriate

working env1ronment adequate technology, and appropriate human resources are the main

requirements. Amon : all these the human resource management is the most important issue in

productivity.

Tofas, the “‘Turklsh Automotlve Factories” were established in 1968 by the biggest

business group 5y'o‘f Turkey,"k,the “Kog Group” Factoncs are located in Bursa. They are in close

contact and collaborauon th the World famous automoblle manufacturers, Fiat of Italy. In the

first years of productron ’the factones were merely mvolved in assembling the parts that were

imported from Ttaly. Productron today rs almost 100% locally produced There are many smaller

“units of factories WthhaW _rn assocratrorl, that produces parts for the assembly.

Most of thc company s 2002 sales were in fowlgn countries: in 2002, this region’s sales
were 1.10 quadtrﬂlron Turk1sh Llras, whlch is equrvalent to 72.3% of total sales. Tofag Turk
Otomobil Fabrlkasr A S currently has 4, 395 employees With sales of 1.53 quadirillion Turkish
Liras (US$1.09 bllhou) thls equates to salcs of US$248 944 per employee. This is higher than
the three comparable compames, Whlch‘ had sales between US$49,307 and US$195,412 per
employee. Note that some of the ﬁgures stated herein could be distorted based on exact

‘ asmﬁcatlon of employees and subcontractors




1. INTRODUCTION

" Productivity is important for personal gain as well as communal
and national yygain. Productive individuals lead to productive

enterprises and ‘p?rko_d‘uctive enterprises lead to productive nations.

many -requirements for a productive environment.

wmkmg cﬂvii‘bnment, ade%quate technology, and

how it is measupred and how can it be improved. TOFAS which is

owned by the Koc Gruup will be focused on to evaluate its
productivity, This study w111 provide information about the Tofas and
compare it with its competitors.

The methodology o“fzf’he study is to make research by using the
annual year bk‘o"o"k, the information available at the internet and also use
the textbooks. | | .5

The study will start with definition of productivity. The next
section will be a part about the autoinobile industry. This w'ill be
followed by Tt‘he;information about the background of Tofas. After

cvaluating the business strategy this will be followed by productivity




assessment. Benchmarking part will be followed by recommendation

and a conclusion.

2. What is Productlvity

"The smg}e greatest cha]lenge facing managers in the developed
countrles‘ of the world is to raise the productivity of knowledge and

service werker& Thls ehallenge, which will dominate the management

agenda for the next several decades will ultimately determine the

compet"‘ formance of compames Even more important, it will

determine the very fabrlc of soc:lety and the quality of life in every

industrialized nation."'

Peter Drucker W 1d Renowned Management Expert

"The only meamngful concept of competitiveness is productivity."”

i k_he prime determmant m a nation's standards of I1v1no
for it is the reet of national per capita income."

Productlvﬂy is the true source of competitive advantage and the
key to long term economlc v1ab1hly A company (or an economy) can
only increase its competitiveness through enhancing its productivity by
raising the value-added co‘ntent of its pmducts/serviees faster than its
competitors. If a company falls to increase the value-added content of

- its activities:
¢ it cannot 1ncrease the pay for its employees and hence cannot

retain good people

e it cannot inerease\;it‘fs,;re-investment without borrowing

! Drucker, P. (1985) Innovatzon and Entrepreneurship, Heinemann,
London.




e- it cannot effectively raise fund from the finance market for
further investment bé‘cause it cannot pay good dividends to its
‘shareholders

. ’itfcannot create better value to its éustomers

o 1 1s clear that productivity is directly linked to the standard of
IWI g"ko worker can for long be paid more than the value he

adds tok‘a product or service without his employer going out of

‘lkness. Higher pfd‘ductivity will expand our business,
more investment, leading to more employment

ics and a higher standard of living, *

2.1 How is ‘the pfoduct{i&ity measured

Producty': ity is the relatmnshxp between output and input. It

should be v1e’w7 d:‘as value adding in addition to optimizing. It is a

total concept

vat&‘addmsses the key clements of competition, i.e.
innovation, cost quahty and delwely

Prod uc“‘tiii/fi'iy s::ava:me added/Input +1

Therefore, an incré}a.‘ée in productivity can be achieved by
enhancing the value-added content of products/services, or by
decreasing the unit cost of production, or a combination of both.

A focus on productivity as essentially a value-adding process is
important because it puts a focus on wealth creation:

Value added = income- prepaid expenses

2 Drucker, P. (1985) Innovation and Entrepreneurship, Heinemann,
London.

% Atkinson, S. and G. Wills (1 988) “Entrepreneurs: a blueprmt for
action”, Management Decision, 26 (4).




= value of gross output-resources taken

i

wealth creation

1.3 Ma‘k’imizing the productivity Cycle

The impact on an organization of increasing productivity is
charactemzed; by the concept of productivity cyeling. The productivity
cyele represent a logical sequence of events by which organization can

get benefits because of an increase in produectivity. The sequence of
events can o ;

'ukr in any order but mcludes the following:

n prodpe\t’ivity or flexibility (or both) are incurred by
improved product quahty, increased skills of human resources,

improved workk;gsystem'sjg or procedures, or the introduction of new
technology |

1. Imprcvemen,

2.the 1mprovements permltj ‘rgamzatlon to reduce its inputs relative to
its output, whmh can reduce eperatmg costs. Improved product or
servwe quahty, for example can reduce rework and scrap costs,

unproved fle}ublmy can reduc setup costs during changeovers for
different products. '




And/Ol' Tmproved
— productivity
Can lead to
. Reducing dperating costs

Which can be

Reduce product or |

service price

invested to

And or

Improved product
or service quality

* Which can fead to

~...Competitive adx}antage

- Which can lead to

Tncreased product or service sales

" 'Which ¢an lead to

Increased profit

' Which can be invested in new

~Om Human, technology, and system
B resources

to

Which, if succe;‘ssfully intégrate,d into the OM system,, will lead back

o




3. THE AUTOMOBILE INDUSTRY
I have selected ihe auto production industry for my projeét. The
envi\rb\ﬁmental changes are taking place for this seetor due to the CU of

Turkey*’f’twnh EU. gTiﬁ/éfduty and tariffs will gradually diminish towards

the EU member countrles The protection of the automotwe sector in

response.

the third party countries will continue. On the other hand,
used automob les will not be imported to Turkey from the European
Union with customs d:uty and fund exemptions. Thus, it has prevented
to a great e"tent the automotwe sector from being negatively

mﬂuence“

.e Customs Unmn. It is xpected that this sector will

develop ”‘by, aking Jomt mvestments and cooperation with the

European Umon compames

“in the legal framework of competition;

Turkey has “:}fo ,pt andy fcgmply W1th laws and policies of EU's.

Preservation and promohon of competl‘tlon is seen to be the necessary

characterlstlcskof he mar et econo‘m‘xes EU has based iis common

policies on the ‘rlnc1p1e of,competltlon and enacted laws in order to
ensure and promotc competltmn in the common market. Competition

Policy has afSpecial 1mportance in the harmonization of the member

states’ internal i rket atructurca to the Community Common Market
because, preservatlon and 1;, ‘Eprovement of competition is a prerequisite
for the free movement of goods, labour, services and capital in the
internal market. - ;

For the purpose. o‘f:having an operational market system, the
competition process has been regulated and managed in the European
Community. For instance, cartel agreements preventing competition

are leading to the misusing of cconomic power are prohibited.*

4 http:/ /WWW;igm.oi'g;t—r.auktomobileindustry



3.1 PRODUCTION, INP‘UT, PROCESS AND OUTPUT

- Automobile production is a typical industry that uses the latest
technology involves many parties such as the owners of the
productmn WOI‘kGlS the legal authorities and the environment in
generalg ;W:can demonstrate the system as follows:

Legal authorities consumers

munic;ipalities
Assembly line
production, , Auto cars
welding, —
painting Irucks
Suppliers | shareholders

pko_lliution controls

Since'the middle of the 20th’ century, the automotive industry

has been globa]7?5~1n character"? with the similarities between one country

and another more pronounced than the differences. Once some degree

of stabllrty»‘was *"“chleved aftcr World War II, motor vehicle productlon

and use surged,Western Eiuflfope and Japan began to match the pattern

established in th‘é*:Unitedi:%Sitatos and Canada. One striking consequence

was the steady erosion of the dominant position initially held by the
United States. In 1950 the United States produced two-thirds of the
world's motor vehicles. In 1980 its share of world production was just
over one-fifth, ahhough US output ‘was almost equivalent to the
output of 1950. There have been some striking shifts in position among
producing countries. In'the 1960s West Germany overtook Great
Britain to become the world's second largest motor vehicle
manufacturon a feat largely attributable to the phenomenal success of

the Volkswagé’n. Tn the 1970s, Japan overtook West Germany and in




the IQBOS passed the United States to take first place among motor
vehicle producers.

'~““0ther' cbhﬁtrieg with substantial automotive industries are
Canada, France, Tialy, Sweden, and Russia. Elsewhere, automobile

manufac urmg has largely been an offshoot of the big manufacturmo
firms J;n

e majnr producmg countries. ‘
The;-:heav1est concentratmns of motor vehicles in unse are in

North Amerlca Western Europe, Japan, Australia, and New Zealand,

with ratlos 0 ‘1 car to 2 to 4 persons Chma by contrast, numbers 1

become v1rtua11‘ umversalf' Almost all passenger aummo‘mles and most

wmmarc;a]uvehwlcs arg. madc in this way. The technique has been
greatly refined so that, mstead of the rigid umformlty with which the
Model T was tumed out, a wide variety of options can be programmed
into 1nd1v1dual.,bodles and chassis. Au.tomatlon was introduced,
initially for the manufact

= of engines, in the carly 1950s. Computer-
controlled robot weldmg machmes were first used in the 1970s;

computerized machining - of cngine parts is a technology of the late
1980s. o | |

The assembly-line technique introduced by Henry Ford continues
-to be used almost universally in Europe and America. Automation was

introduced on  the assembly line in- the early 1950s, computer-

° Ries, A. and J, Trout {1 98‘6)Marketing Warfare, McGraw-Hill,
Singapore




controlled welding robots in the 1970s, and computerized machining of
engine parts in the late 1980s.

"“The Japanese ability to impose high standards of guality control
whxleat the same time improving produc.tivity is challenging the
stan’djéyirdf;assembly-line techniques. The success of the General Motors-
Toyoia,\pf’iént——the Nve’United Motor Manufacturing, Inc., or NUMMI--

in Frem nt “Calif., and of several other Japanese auto manufactunng

plants in the United States is considered a triumph for their "team"

approach to mass manufacturmg; At NUMMLI, after U.S. workers are

‘ange offfiskil.ls,v they form small teams that are each

responsibl:é he aséém‘bly of a major portion of a car. The team

appmach req | _s ‘an educated work force, considerable training inside

the factory, and a commitment on the part of management that trained

personnel w111 ,otr be subject to the layaffs and rehirings customary in

uto ﬁrms This new approach to manufacturing had

convennonal

factory that workers in one Japanese-owned plant voted

against unionization in 1989.°

proved so sa

3.1.2 ORGANIZATION |

Orgamzatlon generally is recognised as the foundation of
management. The term, ag}« 1’( is used in industry and business, means
the distribution of the fﬁihctions of the business to the personnel
logically qualified to ,h@ildle them. It should be noted that the
organization should be ‘b«‘uilyt around functimns rather than individuals.

The,majo‘rity of pmygfessive concerns today are organised on a
line-and-staff basis. The relationships usually are shown on an

organization chart, which reveals the relationships of the major

& Drucker, P. (1985) Innovatlon and Entrepreneurship, Hememann,
London
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divisions and departments and the lines of direct authority from
s'upc‘rior tu.s‘subordin‘ate, Lines of authority usually are shown as
vertié:ail lines. Staff authority frequently is indicated by a dotted line,
which distinguishes it from direct authority. This same procedure is

usually used to indicate committee relationships. Departments or

actiVi‘,t;jejs; are clearly identified within framed rectangles. The names of
individﬁ,é’lsyrf‘responsible for a ;given department or activit/y often are
includeﬁd}w‘\zitzh their j(i:ibk,organi%Zation titles. Although the organization
chart Sh‘OWS\xfhe relatibnship of organization units, it does not clearly

define the rasponsmlhtxes of the individuals and the groups. Thus

orgamzanont,charts must be supplemented with carefully prepared job
descnptmns efqr;;all mem;bers of the organization. Job descriptions are

written d.eﬁnii‘ﬁ’ﬁs of job‘sﬁnumeraﬁng the duties and responsibilities

of each positfibnf“ ‘
A finew

supervising emplayeeb‘concerned directly with the productive

rgamzatlon comprises. those individuals, groups, and

operation ofthe business. The paths of authemty are clearly defined, as
eauhlndwldua‘lr has but nneaisupelmr from whom he obtains orders and
instructiﬁdﬂs{.g;Tghisi,superiq;f; reports to but one individual, who has
complete j‘ﬁifi.sdictian over his operation and supplics necessary
technical information. In large and middle-sized organisations, a pure
line-type enterprise cannot exist because of the complexity of our
business society. ‘ |

A staff organizaﬁﬁn involves | personnel, dcpvartmentsv, or
activities - that rassist th»ek line' supervisor in an advisory, service,
coordinating, or control capacity. It should be noted that a staff
position is a full-time job and is essentially the work of a specialist.
Typical staff functions are performed by the company's legal
department, controller, and production control. Figure 1 illustrates a

‘typical line-staff activity.

11



Committees are used in some instances. A committee is a group
of individuals which meets to discuss problems or projects within its
area of assigﬁéd'responsibility in order to arrive at recommendations
or - decisions. A.fcammittea@ operates on a staff basis. Although
committees are time-consuming and frequently delay action, their use
combines the expermncn and judgment of several persons, 1a1he1 than a
single 1nd1v1dua1 in reachmg declsmns

The control of mgamzatlon is the responsxblllty of two groups of
management ‘

1) admlnlstratlvc management, which has the responsibility

- for

'~~product10n,~‘

etermlnmg policy and coordinating sales, finance,

f'nd dlstrlbutmn and

(2) ‘:productmn Management which has the responsibility for

© ecuting the policies established by administration.

In building afn‘,,ffiycient;f,koyrlganization,' management should abide by

certain prin.cip"lcfs;-n‘.amcly k

1. Clear“s‘epéfat:ion of the\s‘gvarious functions of the business should be

establlshed 10 ¢ vmd nver]ap or conflict in the accomplishment of tasks

or in the xssuance or reoeptlon of orders.

2. Each managerial :positibh should have a definite location within the

organization, with a written job specification.

3. There should be a clear distinction between line and staff operation

and control.

4. A clear understanding of the authority under each position should

prevail.

12




5. Sclection of all personnel should be based on unbiased techniques.

6. A recognised line of authotity should prevail from the top of the
organization to the bottom, with an equally clear line of responsibility

from the bottom to the top.

7. A system of communication should be well established and
definitely known-it s’liibuld be short, yet able to reach rapidly everyone

in the organization.

Staff members u‘s‘}igig‘ally have no authority over any portion of the
Organizationﬁth‘z‘itl the staff unit assists. However, the department or
division that is being assiSted by the staff can make demands upon the

staff to provxdé\ certain scrvmgs, There are instances where a control

type of staff may be delegated to direct the actions of certain
individuals in the orgamzatmn that they are servlcmg When this takes

place the delegfate-d authonty may be termed staff authority; it is also
frequently known as fuh’ctional authority because its scope is

determined. by the fum,ttonal spemahty of the staff involved,”

Good organization kr,e‘;’;uires that

(1) responsibilities be clearly defined;

2) responsibilitygbe coupléd with corresponding authority;

(3) - a change in;;lf‘e'sponsibility be made only after a dcﬁnité
uijderstanding exists to that effect by all persons

congerned;

7 Buzzel, R.D. and B.T. Gale, (1987) The PIMS Principles, Free Press,
" New York
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(4):;'7 no ‘employee be subject‘{t(‘) definite orders from more than
~one source;

(5) ‘orders not be glven to ‘subordinates over the head of

; another execut;ve,
(6) - all criticism be ‘made in a constructive manner and be

::‘_made prwately,

- promotions, wage changes, and disciplinary action always
;;be approved by the exceutive immediately superior to 1hc
'one directly responsxble'

a;t“'}:y,cnipl'dy{ee whos’eﬁ;work is subject to regular inspection

or appraisal be given the facilities to maintain an

: ,;mdrgpendem{zchsck ofihe, quality of his work.

Tofag, the “T urklsh Automotxve Factorles were established in 1968 by the
biggest busmessgmup of Turkcy, the “Kog Group”. Factories are located in Bursa.
They are in close contact and collaboration with the World famous antomobile
manufacturers, Fiat of Italy. In 1he first years of produgtion, the factories were merely
involved in assembling the parts that were imported from Italy. Production today is
almost 100% locally produced.:There are many smaller units of factories which work
in association, that produces p’aki‘nts,for the asse;m‘bly.8

As in any country, agt;’?ﬁ:otive sectors are the major sectors and indicators of

the economy . One can have a good idea about the economy, by looking at the car

L

“manufacturing. This sector :is{:dpiug well in Tufkey. Until a few years ago, the car

1 manufacturers of Turkey wsrqbnly producing old modcls. Today they are producing

8 http://www.tofas.com.tr.annualreport
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the newest. models, and alsostarted exporting their products. As it will be explained
later, Tofag is taking a leading role in exporting cars and also they are preparing to

be world manufacturers of certain types, for the Fiat company.

4.1.1 PRESENT SITUATION IN THE SECTOR

Thé‘%_indus’tsry -aﬁcauhis;aﬁprominer‘nt place. i all of the Turkish manufacturing

sector. Also, the industry has been the most rapid growing sector in the recent years,

production: value.

main industry was

-manufacturers.in thy

- Automotive indu

growth rate of

12.5% between the years 1987-1992,

Investments- reahzed in the sector hold 3,5 billion US$ between the years 1990-
1993. Wxth the new entrant ﬁrms Wthh have. got. permission for investment from
ﬂze Txeasury, and which are wﬂlmg to invest, investments are expected to rise more.

11992, ma;lufacﬁmers in the main industry invested 240 million $ for new model -

Especially by the- yé-ar 1990, finvestment& began to increase substantially.

15



.investments and capacity increases and introduced IS new models and 23 model™

changes into the markets.

- The sector is the ﬁﬁh largest in terms of employment, the seventh largest in terms of
the v&lue added accounting for 37% of all value added oftotal Turkish Man ufacturing
. Industry At present, apprommately 25,000 persons have been working in primary

 automotive mdustry and 500,000 persons in various secondary industrial sectors,

- Since the estabhshment of the mdustry, the local contribution rate of industry has

been in’ the‘trend of increase until today. Thc local contribution rate as composed of
such components’ s tires, battery, seats, painting work and sheet metalwork in initial

products wﬂhin he ysars Df 1966—70 wa" 15% only; however this rate has reached

over 90% today ; th present capablhty of automotive sub-industry to manufacture all

required compone f except spark plug and battery."

- Automobile éub—sector has a maJor share in the automotive industry. Automobiles

constitute 80% of the whole aummotwe pmducts produced in 1994.

Automonveﬁrxns ‘ré\‘~noticeds\jv‘fi:t“h their large scales in the industry. In the 500 largest

establishmeh'tsiof -Tﬁrkey, in the first 10 private firms ranked according to sales, four
automotive firms (three of them manufacture automobiles) takes place. In this
 ranking, the first firm is an automobile

manufacturer.

4.2 COMPANY PROFILE:

The Group's pnnclpal activity is the manufacture and assembly of
automobiles, product groups and engines, parts, spare parts and accessories for these

vehicles under the license of Fiat. The Group is also involved in the distribution,

16



market.”

REAE 10 SRR § SBOpIRES.

.

G

oo

Sourcehttp// ; w;b‘dféa.ﬁa‘t/hissewoze‘t;asp?Company=TOFAS

Stock Price (8/15/03): 1,820.00

Recent stock performance
1 Week -0.5%

4 Weeks 7.1%

13 Weeks  27.3%

52 Weeks ~ 26.5%

Officers

Chairman: Sena Kirac

9 http:/ /www.borsa.net/hisse_ozet.asp?Company=TOFAS

Dvicieysd

o3

marketing and sale of the vehicles manufactured in the domestic and international

17



Vice Chairman: Pietro Sighicelli
General Manager: Jan Nahum

Earnings / Dividends (as of 12/31/02)

- Earnings Dividends
- na : 0.00
431 0.00

sRatio N/A . Dividend Yield  0.00%
SalesR 0.54 - Payout Ratio N/A
/BookRatio 206 % Held by Insiders 75.44%

2002 Sales: 1,525,956,165,000,000

ustry: Automotive

sified AﬁtnmbtiVe Mifs.

Sub Industry: Div

Employees:4,395

4.2.1 Campany Descriéfieu

The Groups prmc:lpal activity is the manufacture and assembly of
automabiles, pmduct groups. and engines, parts, spare parts and accessories for these

vehicles under the license of Fiat, The Group is also involved in the distribution,

18




marketing and sale of the vehicles manufactured in the domestic and international

market .

4.3 Compehtor Analysns

, ‘Tofas;Turk Otomobll Fabrlkam AS. operates in the Motor vehicles and car
c k his ana.lysm tmmparcb Tofas Turk Otomobil Fabrikasi A.S. with three
other automobﬂe manufacturers in Aﬁ1ca/ Mid East: Karsan Otomotiv (2002 sales of
153.7 1 tr xlhon Turklsh Lu'as [US$1 10. 21 mllhon] ), Metair Investments Limited of
billion South Afiican Rands [US$219.91 million] of which 100%
was Motor vehicle cemponents), and Bcsch Fren Sistemleri (35.25 trillion Turkish
Liras [US$25:

4.3.1*‘35195 ;

Tofas 'Turk Otomobll Fabnka51 AS. reported sales of 1.53 quadtrillion
Turkish Ln“as (US$1 .09 blllwn) for the year ending December of 2002. This
represents 10 ase ¢ of 38 49’ versus 2001, when the company's sales were 1.10
quadm]]mn Turklsh LH‘&S ’Salas at Toﬁls ‘“Turk Otomobil Fabrikasi A.S. have
increased during each ofthe prevlous five years (and since 1997, sales have increased

a total 0f 1,259%).

Reeeni Sales at Tofas ank Otomobil Fabnkas: A, S
: 112 168 224
502 1,1031,526

D, Fe G . -
NE; T = Clten g s et

10 http:/ /WWw.borsa.ne t/hisse_,ozev‘n.a~sp?C‘0mpany=TOFAS
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19971998 1999 20002001 2002

(Flguresiln Trllhone c)f Turkish Liras)

e “ttp //www tofas com.tr. annualreport

Most of the “p‘?'any's 2002 sales were in foreign countries: in 2002, this region's
sales were 1

In 2002, sales

quadrillion Turkish Liras, which is equivalent to 72.3% of total sales.

, ey were up at a rate that was much higher than the company as

4.3.2 Producti

Tofas Turk 'Otomobii'iFabrikasi A‘S currénﬂy has 4,395 employees. With
sales of 1 .53 quadtrillion Turklsh Liras’ (US$1 09 billion), this equates to sales of
US$248 944 per employee T hlS is Ingher than the three comparable companies,
which had sales bctween Ufa$49 307 and US$195 412 per cmployw Note that some

of the ﬁgures stated herein could be dlstorted based on exact classification of

employees and subcontmctors.

Sales Comparisons (Fiscal Year ending 2002)

n httpﬂ /‘V‘s}’i’vw.borsa.net/ hisse_ozet.asp?Company=TOFAS

20



Sales/

: Sales  Sales Em'p v
Com,‘ij’any ; ~ (USS$blns) Growth (USS$) Largest Region
S ~ Foreign
; Turk Otomobil )
: 1.094 38.4% 248,944 countries
I‘abrlkam A S. :
(72.3%)

0.110 100.8% 195,412 N/A

Karsan
Metair" ,Iii{\}éstmen:fs, T
R S 0220 33.5% 49,307 N/A
L1m1,tekd;;k
Foreign
Bosch Fren Sistemleri 10.025 106.1% 142,803 countries
: (52.3%)

Recent ‘Stock ; férmauce'\

t:\fa

= & B &
BN MO FRIALLNS FEBALSS

Source: hitp ://ww‘\};'.bbrsa net/hisse_ﬂbiet.asp?COmPany=TOFAS

Forthe SZ.Wéeksending 8/1 53"0'3‘,“ the stock of this company was up 26.5% to

4.3, 3 Summary of company valuatmns {as of 8/15/03).
. , , Price/ Price/ 52 Wk
Company ' P/E Book Sales Pr Chg
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Tofas Turk Otomobil Fabrikasi A.S. N/A 2.06 0.54 26.50%

Karsan ~Otomot1v " N/A 1.41 0.43° -8.67%

‘Metaulnves]ﬁments Limited 6.2 0.95 034 3.30%

sch Fren Sistemleri N/A 273 1.05 21.09%

Source ﬁ‘c%ﬁ;j/www‘.ﬁbrsa,net/hisse;_ozet.asp‘?Company=TOFAS

E The market cap1tahzat1on of this company is 819.11

that

ers The:c pltahzatlon of the ﬂoatmg stock (i.e.,

4.3.4 Profitability Analysis

On the 1 53’ qﬁadtrilli n Turkish Liras in sales reportéd by the company in
2002, ‘ihﬁ cost of gﬂcds sold‘ otalled 1 27 quadtrillion Turkish Liras, or 83.1% of
sales (1 e the gross proﬁt was 16 9% of sales). This gross profit margm is lower than
the company achwv&d in 2001 : when cost of goods sold totalled 79.6% of sales.

pany's eammgs
(EBITDA){‘were 108 22 tnllmn Turkish Liras, ot 7,1% of sales. This EBITDA mar gin
is worse than‘ the company achleved in 2001, when the EBITDA margin was equal to

10 6% ofs 1es.

i before interest, taxes depreciation and amorization
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In 2002, éamings‘ before extradrdinary items at Tofas Turk Otomobil Fabrikasi A.S.
were - 19 38 trlllmn Turkish Liras, or -1.3% of sales. This profit margin is lower than

the lavel the company achlcved in'2001, when the profit margin was -0.1% of sales.

Gross ' Earns
Profit EBITDA bef.

Year Margin Margin extra

Tofas Turk Otomobil Fabrikasi A.S. 2002 71%  -1.3%

nobil Fabrikasi A.S. 2001 20.4% 10.6% -0.1%

2002 15.4% 7.3% - -0.9%
2002 N/A  NJ/A 5.5%
2002 22.2% 9.1%  -1.4%

Source‘ http.//www borsa net/hlsse _ozet. asp?Company“TOFAS

4.3.5 Inventory Amalysis

‘ Asof the value of ‘t\» e ‘company's inventory totalled 74.09 trillion Turkish
Liras. Smce the cost of goods sold was 1.27 quadtrillion Turkish Liras for the year,
the company had 21 days of mventory on hand (another way to look at this is to say
that the campany turnad over us mventory 17, 1 times per year), In terms of i mventory

turnover, 1th15‘1s, an nnprovement over , when the company's inventory was 72.74

trillion Turkish Liras, equivalent to 30 days in inventary.




4.3, 6 Research anﬁ Dﬁvelopment

 Research and Develcpment Expenses at Tofas Turk Otomobil Fabrikasi A.S.
in 2002\were 11.23- mlhon TU,Iklbh Llras, which is equivalent to 0.7% of sales. In

rable for'tﬁéﬁ ‘company wete 348.90 trillion Turkish
s, which is : 83 days of sales. ThlS is an improvement over the end of
2001, ‘when T fas rk Otomobﬂ Fabnkam A.S. had 86 days of sales in accounts

receivable.

Financial Positions

LT Debt/ Days Days R&D/

Company - ’f"Ye‘var Equity AR 1Inv. Sales -
u _ abrikasi A.S. 2002 0.62 83 21  0.7%

Karsan Otomonv' o 2002 0.46 25 26 N/A

Meta:rk:nvestments Lxmited 2002 0.13 58 N/A N‘/A

12 http:// WW‘W.iofas.com.tr.annualrepor't
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Bosch Fren Sistemleri = 2002 0.00 99 40 N/A

5. BENCHMARK- FIAT

Tafas is closely hnked to Fiat the biggest Italian automotive

mdustry ",‘They benchmark Flat in order to improve their productivity.

-part of the worldwzde Fiat system, Tofag

will become m 1n supp 1, able to export both built- ups and parts to

other countrles The Fiat 8 which w111 be produced in three versions

- hatchback, sedan and station Wagon - is a highly suitable car for the
Turkish rnarkct and nffcr,;cxcellent export opportunities. In fact, the

export of parts to Po]and has begun before production that will start in

; hé Customs Union with- ‘the Eumpean Union,

whmh came mm effect 1kn 1996 1n1t1ated a new stage of natmnal

develapment for Turkey; The inevitable mcreasc‘. in imports makes it
1mpcrat1ve ’to gencrate sufﬁment exports to offset them and the Fiat

178 will lldw Tofag to do thxs.
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Imports now account for 35% of the totél automobile market in
Turkey, uﬁ%é’frn‘m 23% in 1996 and 9% in 1995, Imports accounted for
most of the growth in total antomobile sales which reached 339,000
vehlcles, an mctease of 46% from the previous yedr. Thc continued

popuilarlty of Tofas ‘cars, which are valued by consumers for their

r&llébﬂltya and‘ hardlness, ‘boosted production by 9% to 105,181

;/mcludmg bullt -ups and kit assembly units. This equates to

40% 0’ total local produutmn. Tofag exported $80 million worth of

automabllesqn 1997; more f\ftshan the combined total of all other

man ufa‘” turers i‘put together

6. Recommen atmns

art of the machinery. There was .then a

quahty control umt wh re some of ‘the products were randomly

checked and controlled

consumer was very hlgh

Cleanmg‘_ hevrscm is not only a cleanmg person, he or she knows that
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their idea is important and management want them to be part of the
system, R'ré?sp‘nhsiibility of the success or failure is to everybody. |
It is the role of the managers to create the right kind of
atrﬁp‘sphere tdfgé‘tgkﬂ’bc{st out of t'hcir'.émp'loyccs‘ A worker may have
many 'mbi"¢ values*sytihén the management is aware of. Extra few percent

con‘ktkiffi;but‘icnﬁ,,from 7{63:311 worker may mean a huge benefit for the

.as it‘*is, is a complex work of controlling,

to make ‘sure that the end product is in good

meets quahty standards carried out by
productwn batch. Modern techniques have

to improve quality: the human and the

togetherk‘}“oﬁ;th kim}pro’ve'; 1t of quality in specific areas. Total quality

management (TQM)]S elopmeht of quality control in which these

human factors are stres; d. In thiénsmethod responsibility for quality
devolves on all emplo 'so that it becomes part of the corporate
cthdsfgf:;aﬁ.b'rgan.izatwn ~'émputef;s‘{:are also widely used to monitor

the outﬁﬂfc :o‘fﬁproducti machines, stopping the process when the

statlstlcaily mcmtored 'iquahty ievel appears to be consistently
deterloratmg Quahty control is a vital act1v1ty If defective products
are no detected before delwery, not: only are costs incurred, but the
orgamza\tlons reputatlon ‘may suffer, causmg a reduction in customer

conﬁdence and satlsfactlon levels.
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TQM. is an important tool to increase the productivity at the
work: :pla::yr::f.;;lt}kijs, conceivable for you to have more employees than the

comij@etition y;eii.}your company produces less and for you to have

dixsg‘ifuritlcd Ilq"w-autput employces even though you pay your

emp’ioyees more than the competition pays theirs. Productivity surveys

ndicate :that increased worker motivation and

innovative

rease : ~sW‘0rker o‘utput Pro gressive

simultaneo
modern hu ’ »
' edge inf:‘_ﬂre‘cognizing and assessing issues
*by yau;if’;ability to resolve these concerns
's,faction’:‘j‘gu‘.‘dge your management suiccess.

know how you judge and measure their

“encourage individual development with
Ggrams“?g~i~Do you trust your employees and
Do yau;‘:lrétémployees make decisions? Do
'open tﬁioeway communication with your

‘no to all or most of these questions, you
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Pay--money--is ‘the primary need and reward. Once the
compéh‘sa‘tioiiT('pay and benefits) is established properly, it is necessary
to uééfother‘ méiaﬁs to further motivate and improve your work force's

output The basis of all job enhancement efforts is your recognition of

(desu'e tc do good work, to assume responﬂblhty, to

- improved profit goals, a major

'w1th human resouIce lndnagement makmg

Vémenf‘;aﬁd‘ quality of work life techniques
affect ailkl ‘employees. A more specialized
al techmque is beneﬁts management. Here
amplayee concerns,

fits to S'atisfy specific needs is part of the
ue. It is a way to maximize the amount of
n’iployefe‘; and to maximize your return on

fi‘g acro§~:§f—‘the~board cxpenses. By making‘a

input“. éTo work taward thl‘s\ goal you've got to know how productive
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your company is. Thus you must define and measure productivity for

comparmon from time to t1me

sales,

vor any
measured by
i : Iabor costs"hours worked, and

implementing TQM suc

top management, secon

factor lS to. be realrst

which is very 1mpo , s the - pﬁrﬁﬁpaﬁé:@: of ea'ch ;and ,evfefry ‘

individ ual in the proces

’ent is not “' ‘eahng only with the quahty of

hty of the workxng conditlons

ecurity and many more aspects So we can

13 -as. a new phllosophy ‘bahmd ihe human resource
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’"‘Wills‘i(fl'~‘9‘88) “Entrepreneurs: a blueprint for
Decision, 26 (4).
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QUESTIONNAIRE

the customers of the orgamzatlon'? Inlernal Customers

7) ~and External customels Europe and China.

‘om the MrMete Boyaci '(',D‘i‘r;e"éitQ,i“:;‘,oyf ‘T:o"féfg.y‘)‘ o




