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At a time when most other European carriers are struggling, part-state-owned Turkish
Airlines is busy adding routes, carrying more business-class passengers, buying many new
airplanes and turning a healthy profit. How can this be? Turkish Airlines’ CEO Temel Kotil
explains his airline’s achievement to Nigel Ash.

Temel Kotil
Temel Kotil started his career with Turkish Airlines in 2003 as the deputy
general manager of Turkish Technic Inc. Then in 2005, he became

the CEO of Turkish Airlines. Kotil has also served on the board of
governors of the IATA since 2006.

feasible for passengers to make timely
transits in Istanbul.”

With a fleet of 127 aircraft and a
programme to add a further 105 in the
next 13 years, THY is defying the

L

urkish Airlines (THY) has seen
Tpassengers and profits soar as

a result of its aggressive policy of
opening ten new destinations every year
to pick up transit passengers travelling
through its Istanbul hub at Ataturk Airport.

“We used to receive 10 million

passengers per year; now we have
31 million,” says Temel Kotil. “And on top

of this, we have quadrupled our revenues.”

THY's analysis is that the airline
business’s centre of gravity is shifting
from North America and Europe
towards the Far East. “In Europe there
are a lot of small cities with limited
passenger catchment areas. So
throughout Europe, they need to go to
hub cities to reach their destinations.

downturn that has hit many other
carriers and is now second only to
Ryanair in terms of being the world's
most profitable carrier.

“We have roughly 5,000 flights per week
on 124 international routes as well as 37

In order to capture the transit through
Turkey along the air highway, which
passes over Turkey to the Far East,
Middle East and North Africa, we have
developed a network that has made it

A well-starred alliance

Temel Kotil still remembers with enthusiasm the day in April 2008 when Turkish
Airlines joined the Star Alliance. However, the major impact of the relationship
has not, he says, been in terms of boosted ticket sales.

“We had a good quality competitive product but nobody knew about it,”
says Kotil. “Being part of the Star Alliance revolutionised our branding. That has
been the greatest benefit and we have seen a small incremental growth in
bookings directly attributable to Star.”

There has also, he adds, been another benefit. “It has been in terms of
communications between our middle managers and their counterparts in the
other airlines in the Alliance. We have learnt a great deal.” THY now runs joint
management contracts, and gains on fuel purchases and IT.
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Turkish Airlines will soon upgrade its narrow-
bodied aircraft.

domestic routes. If you take all those
routes, then THY is ranked ninth largest in
terms of coverage. However, if you look at
our flights per week, we are about the
25th largest. This means that we either
have less frequency or we have more
destinations than we are supposed to.

and is now also running
to Sao Paulo.

In the Far East, there
are currently nine
destinations, which
will shortly be joined
by Hoshimi as a third
Japanese airport.

The slimming option
As Kotil explains, THY is
now using narrow-
bodied aircraft to collect
for the Atlantic and Far East. “The
majority of our fleet is medium-haul.
Our business plan is to collect
passengers from the healthy European
market, which we are reaching with
narrow-bodied aircraft. These are very
good on short hops compared with

t& Because our cost structures are favourable
and we have the financial muscle, we are
able to subsidise the new routes until they

become profitable. 11

“We are doing this on purpose. When
you open new routes, it brings synergy
on the transit business. Because our
cost structures are favourable and we
have the financial muscle, we are able
to subsidise the new routes until they
become profitable. 12 months on those
former new routes will be subsidising
the latest new routes.”

Kotil says that THY has only ever
abandoned one route when 15 years ago
a link between Ankara and a regional
French airport was dropped. Besides
Europe, where there are 68 airports
including a new four-daily slot at
Heathrow, THY now collects from,
among other countries, Kazakhstan,
Kyrgyzstan, Tajikistan, Turkmenistan,

Uzbekistan, Iran, Syria and Iraq. In Africa,

it has 17 destinations including, most
recently, Entebbe, Accra and Alexandria,
with plans to add more.

An eighth Russian airport is shortly
due along with Basra in Iraq and Shiraz
in Iran. In North America, THY is adding
Washington DC and Los Angeles to its
New York, Chicago and Toronto services,

larger planes. The trip cost is much
lower but the unit cost is very
favourable. It is a paradox. A bigger
aircraft has a better unit cost structure
because it is more efficient, but if you
use large aircraft on short hops they
become expensive because they were
not designed for that purpose.”

Kotil maintains that narrow bodies
come in at more than half the trip cost
of a large aircraft on the same runs and
THY also achieves better load factors.

“Of course narrow-bodied aircraft
have drawbacks because they are
smaller and not as comfortable as long-
haul aircraft. So, the next logical step
will be to turn our narrow bodies into

nice, comfortable, even luxurious
aircraft. It is not difficult. This is why
the 65 narrow bodies that we are going
to start receiving will have 45-inch
business-class seats, which is not full-
flat but still offers an excellent sleep.
The traditional narrow-bodied business
seat is 3b inches. We also have IAC
system video on demand.”

A touch of luxury

THY is also looking into onboard
telephony for its business class
passengers. But how has THY managed
to buck the downward trend on
business class passengers?

“There are two schools of thoughts
in the airline business, the first of
which says that price is very important
and the other that quality counts for
more. [ believe that the first holds true
for the US and Europe, but the second
is what matters in the Asian market.
Turkey is in between them so we
combine a very low-cost structure in
the business- and economy-class
services with high quality.

“Our unit cost in 2009 was €5.1 cents
per seat kilometre, which is comparable
with the European low-cost companies,
whereas legacy carriers in Europe have
about twice this rate. Therefore, we are
able to attract business travellers as
well as economy passengers.”

Kotil's greatest fear is that some
governments may be tempted to
protect struggling legacy carriers, not
least because the centre of gravity is
moving towards the Far East. He says
that THY's robust performance, even
with a growth in air travel, means that
other carriers are losing market share.
“We want an Open Skies policy
because we believe that all passengers
belong to an international network, not
any one carrier.” ll

An engineer at the top

Kotil is relatively unusual among airline bosses in having an engineering
background.“Being an engineer, | can understand not just the technical
questions that | pose,” he says, “but more significantly, the answers that |
am given. | think the biggest impact of my engineering training is being
able to clarify what is important and what is not, and to construct a
mathematical model. It contributes to our drive to simplify the business

and the mindset of our people.”
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