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ABSTRACT

Aviation industry is developing day by day with @&ming economies and
technologies. Innovations on aviation market eff@ctcargo sectors operations. Air cargo
industry is interlinked with foreign trade policieSurkish air cargo industry is developing
rapidly regarding too its importance in civil aveat industry and its economic expansion.
This study aims to demonstrate the effects of dlohbais on Turkish air cargo industry. At
the time of financial crisis, economies of courdricome very fragile to the outsider effects.

Not only finance sector but also the whole businmesdd is affected by crisis.

In this paper, the effect of last global crisisanation market and air cargo industry

will be presented. The importance of air cargo apens in logistic sector will be studied.

The goal of the study is to find relations betwesxchanges on foreign trade
management policies with air cargo operations atpiriod of global crisis. Current deficits
will be analysed on air cargo sector. It will beabsed how foreign trade management
policies of Turkish economy affect the air cargotse Air cargo operations will be studied
and will provide a base about try to find what prgtcons and management strategies should

be applied under uncertainty.
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Introduction

Excess liquidity in the USA was bankrolled with lowterest credits. Liquidity
speeded up mortgage industry as property marketegtaip rapidly and new markets occured
in the economy. Ascending demand to housing inguspwarded the prices. Improper
direction of people, uncertanity, unknown risk efigtatives inflated the turbulance pattern.

And as a result of this, financial markets caslmetthis circle.

Derivatives markets was supplied with mortgage itseds financial crops were
circuited all around the world in the stock exchesglt was thought that everything had a
well proportioned form, American Central Bank (FERdarted to increase interest rates as a
new policy. Housing prices decreased and housegbecame lower then residuary credits.
Stopped credits brought an end to deposits anticederivativess financing. As a result,
fiscal market broke out and property market harn@&dbalisation of this pattern brought up

its name global crisis.

It is well known that global crisis affected botimencial and real economies. High
globalisation around the world and increased fareigpde relations between countries
speeded up catching effect of financial crisis.K.af confidence to international markets
started to impose negatively other sectors. Caemthiied to avoid themselves by cutting
relations with trade markets. This policy spreadely and international trade demands
declined. In addition to these factors, pessimistiocnomic expectations caused foreign trade

downturns.
Crisis in the Airline Industry

Transportation sector has a significant positiothat global trade operations. Goods
transportation and logistics between countriesamasnportant role. Commercial airlines paid
too much attention to passenger transport in th&t, daut have since broadened their
perspective to see air cargo as another sorucevefue, while airport authorities worldwide
are upgrading their airports to face the upswingath passengers and cargo handling.(Mun,
2006:24) Volatility on demands can be acceptableudbulent times because logistics
industry generally goes collated with economic iigmetrade operations. Downturns of

international trade commaodities quicken the transpion sector operations wane.



As a component of the transportation industry, taMaindustry has been enlarging
day by day. Financial crisis affected the airlirensportation. Passenger and freight demands

and frequencies declined at crisis period.

Global crisis effects were perceived at aviatioct@ecomponents. Declines at freight
and passenger volumes slowed aviation operatiodsimcomes. Airlines and air cargo

operators expounded deficits and felt the crisigaats harder then 2001 terror crisis.

Figure-1: International Air Freight and Passenger Volumes
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Source: IATA, Financial Forecast, March 2011

As it shown at the graphic above freight demaau$ passenger volumes declined
sharply at the period of financial crisis and toK letter trend. Lack of confidence,
uncertanity,cuts of demands,butterfly effect arenesaeasons of this volatility. After 2-3
recovery years and increased at foreign trade agjaan be seen a rise at air freight demands
by third quarter of 2009.With 2010 air freight sectvas nearly back above pre-recession
period and catched it's high trend. (IATA, 2011:3)

Air cargo market is growing and becoming more papuh transportation industry.
High value goods are carried by aircrafts for yedmst air cargo carriers expand their
customer portfolio and today they are serving meustomers from different industries with
different types of products at different valuesr Aargo sector has an important role in
international trade between Asian and American tr@s) Medicines, microelectronic
components, chemicals and persihable goods are maducts which are generally
transported with air. Speed,time,reliability argnsiicant points of air cargo market’'s

affinity. These are reasons for preferable by tred@chard, 2009:7)



Air cargo sector was influenced global crisis wditwnturns on economic slowdown.
The products which are generally elements of tleistas has high income elasticity and
consumers tended to reduce their consumption @etheods at the financial economic crisis
times. Declines of these goods, directly results reduction in airline transport
demand.(Grosso&Shepherd, 2010:12)

Air cargo industry can be considered as a tool aafnemic development strategy.
With the substantial role air cargo plays in fosigrtrade and supply chain competitiveness,
the cargo statistics can be viewed as indicatore@dnomic situation.(Kasarda&Green,
2005:460)

Not only financial crisis but also fuel-oil criseffected aviation sector at 2008 and
progressive periods. The fuel prices increasedenlgdand airline transporters’ costs higher
upswing. Increasing fuel prices speeded up operalticosts. Transportation costs rised and
traders declined capacities which were unprofitaBle 2008 September, wanes on barrel of
fuel brought up a relax to airline transporters waiith this support they tried to decline prices

to enlarge operations of passenger and freight désna

Figure-2: Jet Fuel and Crude Oil Price
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The problems that international airlines faced carlve explained only with global
financial crisis. The ineffective use of sourcespmg managerial decisions and not operating
at an optimum level of scale are also the reasonsdme companies to declare banktrupcy.
(Assaf, 2009:920) A typical cycle downturn in theliae industry shows the following
dynamics: when demand declines, capacity cannotadjasted due to the insufficient
flexibility. Load factors decrease and airline s start market share battles with significant
cut in yields.(Hatty&Hollmeier,2003:51)



Air cargo is an important industry that is critidal global business. It is a pattern of
US$60 billion business that transports 35% of thkeie of goods traded internationally and a
critical part of the airline business which, as hole, is the heart of a value chain that
supports 32 million jobs and US$3.5 trillion of eocmic activity. (IATA, 2011) Air cargo
capacity after 2008 fall nearly %10 globally therldlo Air cargo market revenues reached
US$64 billion at 2008 but after recession demawavatl and came back to US$49 billion
around the world. Last statistics for air cargms$g@ort brought up nearly US$60 billion at all

around the world.

Figure-3: World Trade in Goods and Air FTK’s

World trade in goods and air FTKs
Source: Netherlands CPB and IATA
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The most important indicator of demand for air cangarket is generally world trade.
As it showed in the Figure-3 world goods trade €ldwieeply at the global crisis period and
air freight capacities and revenues declined wisgtgrting from the first quarter of 2010 air
freight capacities at international markets rispd u

The Effects of Crisis on Turkish Air Cargo Industry

Turkey is one of the popular emerging markets. iBlwrKkinance sector faced with
some problems at 2001 with banking crisis. Aftexoreery of 2001 crisis, Turkish goverment
took precautions about fiscal sectors and stremgthe financial market. Strong preventions
at Turkish economy speeded up to be given preferdoc foreign traders and investors.
Global crisis around the world triggered with ficgal market turbulances. Butterfly effect at
international trade caused recession between edesoofi countries at financial markets.
Stock markets damaged wisely and meddled in ecandailspin. Because of foreseeing
crisis and precautions about stock markets Turkdyndt feel the global crisis effects on

financial market as much as others. But declinentarnational trade demand, effected the
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Turkish real economy and slowed trade between Tuakel foreing traders. This resulted in
decline in transportation of goods and affecteccango operations. Foreign trade operations
oriented to African and Middle East markets duritfge period of financial crisis.
Govermental precautions directed trade capaciticegshese regions. Turkish air cargo

operators diverted their activities to emerging kets to enlarge their capacities.

Liberalisation rised up air transport activities Tiarkish aviation industry. With the
effects of government policies new companies wesebdéished and airline transporters
started to operate at new routes. Companies edlaitysr fleet as the domestic flights
boosted and number of aircrafts doubled. Turkisltaigo operators were started to grow, the
companies started to pay much more attention tocaigo operations. The usage of air
transportation in domestic trade was also increaBedause of the trend that forced with the
government policy the growth of Turkish airline lime industry(and air cargo industry)
continued. The growth rate slowed but the consciess about the importance of air cargo
transportation lead Turkish cargo industry to ammi its ascending trend during the crisis.
Revitalization of inactive airports at commercialligveloping cities speeded up logistic

operations and enlarged air cargo movements.

Air cargo volumes 2002 (tons) 2010 (tons)
Domestic 181000 555000
International 715000 1467000

Table-1: The Change in Air Cargo Volumes During Crisis

Table-1 shows the significant increase at volumeaiofcargo industry. As it seen
above, Turkey's air cargo market developed during global crisis time.(In this table
passenger load and e mail load is added) Increfagi cargo agencies expedited air cargo
market development in Turkey. Air transport agreeta between countries opened new
routes for air freight relations and foreign tratkstinations. Unlimited air cargo frequencies
will bring up a larger air cargo market in the @dature.

2002 2003 2004, 2005 2006 2007 2008 2009 2010

Million
US $ 6.366 | 8.446| 12.29% 13.072 13.711 16.914 16.898 6B1.517.406
% 12,34 | 12,18 12,6 11,19 9,82 9,94 8,36 8,2 9,38

Table-2: Imports Carried by Air Cargo (Values & Percentgges



Table-2 shows the slight decline in air cargo valaad percentages(imports) during

crisis. Signs of recovery can be observed by 2010.

2002 2003 2004, 2005 200¢ 2007 2008 2009 2010
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Million

2.339 | 3.228 3.907 3.979 4.863 7.018 10.435 9.7Y646887
Us$
% 6,48 6,83 6,18 5,41 5,68 6,54 7.9 9,55 6,75

Table-3: Exports Carried by Air Cargo (Values & Percentages

Table-3 shows the decline in cargo values and p&ages(exports) during crisis. The

industry is affected from the crisis later in exjgsavhen compared to imports.

Growing at aviation sector triggered the developmanair cargo sector. Strategic
location of Turkey and reliable air traffic managarhat Turkish airspace is also a preference

for airlines and has a significant positive effentTurkish air cargo industry.

It is well known that trade with European countness affected negatively because of
the global crisis. Their demands from emerging reerkas Turkey declined. Turkey’s
transport policy tended to countries which weres leffected by the crisis. With the
contributions of African, Asian, Middle East, Ballsaand BlackSea region countries Turkey
enlarged the network of air cargo. The rise in caruial relations with these countries means

increased flight operations especially focusedionago.
Conclusion

As the global crises effects all economies of theldy transportation industry can not
be kept seperate considering its importance in ceroia movements. The decrease in the
volume of transported goods effected tarnsportatmmiustry negatively. But focusing on
Turkish aviation industry we can say that the graywirend of air transportation (esp. air
cargo transportation) helps cargo carriers to tteeleffects of crisis less than the other modes
of transportation. The crisis slowed the growth betovery started before putting the
operators in trouble. The support of governmentdicp is one of the main reasons of this

survival.

Air cargo industry must be supported by governmniepddicy. Growth of air cargo
industry can be regarded as an engine of economiowtly for nations.

(Chang&Chang,2009:264) It must be considered asyarkermadiary to keep foreign trade



at a certain level by its time advantage as a ctitiygeadvantage. Transportation ministry
should supervise and support air cargo movemertsamo should make forecasts and take
precautions for uncertain times. Governmental pedicshould provide a back-up plan for
possible crisis. Air cargo carriers must review aedse their organisational structures and
commercial processes in order to raise their rigiipand competency. Strengthening the
financial structure is critical and monitoring thignals of possible global recessions and the
changes in external factors is vital. The biggedt eastructured air cargo industry will be a

key tool of survival during crisis periods.
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