THESIS

ROBERT COLLEGE GRADUATE SCHOOL ,
BEBEK.ISTANBUL . : : N PAGE

. et st TR AR SRt S ql

ng ﬁLFEﬁ oo

{OT - 8F -AKEN FROM THIS ROOM ‘

LUXURY EOTEL ACU OMJOUADTOud TN TUREEY

4 Thesis
Submitted to

Robert College

In Partial Mallfilment
of the Reguirement for the Desree
aster of arts

Bogazici University Library

(MTIE

by
Yavuz Isbhakan
bay 1967




THESIS

ROBERT COLLEGE GRADUATE SCHOOL ‘
BEBEK, ISTANBUL . PAGE

124015




THESIS

ROBERT COLLEGE GRADUATE SCHOOL

BEBEK, ISTANBUL

PAGE 1i1i

TABLE OF

PRE_E‘AC E - - . L] L Ll L L] L] [ ] N
L IST OF f]:l J&BLE}S » ™ - » » 'Y . »

LIST OF TLIUSTRATIONS , . . &

CHAPTER

CONTENTS

I. THE PROBLEM AND DEFINITION OF TERIMS

A, The Problem, , . . .

L] ] L]

1, Statement of the Problem., .

2, Importance of the 3tudy . .

B, Definition of Terms,.
1, Tourist , . . .

2, Iaxury Hotel, .

.

IT, RECENT DEJELOPMENT OF TOURISM

A, Domestic Tourism . .
B, Turks Gecing Abroad .
C. Foreign Tourists . .

—D

D, Projections, o+ + « o

TII, LUXURY HOTSEL ACCOMMODATIONS

A, Background , ., ., . .

1, Tgtanbul Hilton Eotel

2, Grand Hotel Ephesus and

Hotel . . o o &

. ] »

. L] +*

L

IN TURKEY , .

.

Page

vi

vii

fo " JRNNLS 1 IRV 1 I AV L B o A

13
15
16
20
30
38

39

41




THESIS

ROBERT COLLEGE GRADUATE SCHOOL .
BEBEK, ISTANBUL PAGE i:1

|
el

B, Services and Facilities . v v 4 4 o o « o o« o » 44
1., Istanbul HiltON. 4 o ¢« o o o o o o o & &
2. Grand Hotel EphesuS. 4 « 4 o o o « o o & o 54
5. Bursa Cellk PalaS., o « o s s o » o o s & o 598
4o SUMMETY. o 4 o o o o o o o o o s o o o o o 61
Co BXRIDITS. 4 4 4 ¢ ¢ 4 o o o ¢ o s s o o o s o s 64

1. Bxhibit 1 « Tstanbul Hilton Profit and
Toss StatementSe o o o o o « o s « o o & o 64

2, Bxhibit 2 - Istanbul Hilton Analysls of
Departmen‘ts for 1966 "+ & & 2 2 3 + & & @ 65

3+ Exhibit 3 - Grand Hotel Ephesus Profit and
LOSSStatemen'bs.........-..-. 69

4. Exhibit 4 - Grand Hotel Zphesus.inalysis
0f Departments for 1866, v & o « » o o o« o 70

5. Exhibit 5 = Celik Palas Hotel Profit and
LOSSStatementccoocnoooouo-.72

6, Uxhibit 6 ~ Celik Palas Hotel Ainalysis of
Devartments for 1966 v v v ¢ o o o » « o« & 73
IV, RETURN.ON INVASTHENT , . .

L] L] L] [ ] ] * L] ] L] L ] L] L} 76

A, Return on Selected Hotels v v o 4 o o o o » o « 76
1. Istanbul Hilton Hotel: ¢ 4 o o ¢ o o ¢ o o 76
2. Grand Hotel Ephesué. e + s s 8 ¢ o o o s o I8
B, dlternative Investment Possibilities. .
1. Ankara Stad Hotel, o 4 o o o o o o o o « o 79
2, Magka Hotel, . o o o .
Do Fastakli Hotel ¢ 4 v 4 4 v o o o « o » o o 80
4. Akdeniz Resort Hotel ., .

5. Vacation Villﬂge * s 4 s s s & e e % 8 8 @ 81




THESIS

ROBERT COLLEGE GRADUATE SCHOOL

BEBEK, 1STANBUL PAGELV
C.EXhibitS.-...oaooeoaao-oa-oo82
1, ¥xhibit 7 - Projected Rate of Return on
Ankara S'bad Hotel ¢ 4 e 8 s & 8 & ® o & 8 & @ 82
2, Axhiblt 8 = Projected late of Return on Magka
Hotel L] [ ] -* a -» [ ] [ ] [ L » * [ 3 & L] L [ ] L [ ] - 83
5+ Bxhibit 9 ~ Projected Rate of Return on
PI8t1kll HOtEle 4 4 4 o o o ¢ o o o o o o o« o B84
4. Bxhibit 10 - Projected Rate of Return on
Akdeniz Resort Hotel. * o ® 8 & O 4 @ & * e @ 85
5. Exhibit 11 - Projected Rate of Return on
sunier Vacation Village o v o v o o o o o o o 86
V. UO.].‘}CIJUD'IONS L e L T S S S T S S S, 87
BIBIJIOGE{&PHY. LA L D I I R R R N T T T S A S A 92

A_PPEND IOES - ) - » [ 3 +

94




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL PAGE V

PREFACE

Tourism is a growing industry in the world, Recently
prover recognition has been given by the Turkish Government
and by private enterprises to thie industry. This study
briefly discusses tourism in Turkey and the role that luxury
hotels play in tourism, It also analyzes the profitability of
selected luxury hotels in Turkey and compares their profit-
abtlity with other investmet alternatives,

The author wishes to express his gratitude to those who
have helped him, He has recieved exceedingly valuable en-
couragenment from Professor Louis Jordan of Columbia University,
who has also improved the English with extraordinary precision
and in a spirit of cooperation and.interest which will be

gratefully remembered,
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CHAPTER I
THE PROBLEM AND DyFINITICNS OF TERMS

Turkey is attempting to capture a larger share of the
international tourist trade, For developing countries, where
the need for increasing foreizh exchanse supply 1s pressing,
any contribution of tourism is received with appreciation,

In 1964 3pzin, Portugal and Greece were among the countries
that maneged to have an excess inflow in their balance of pay-
ment statements, as far as traveling 1s concerned. (See
Appendix%@). In the future Turkey anticipates a favorable
balance in this sector, The projections made in Chapler II
indicate that the balance will be somewhere between 78 and
439 million dollars in 1972, The serious study of the issues
related to tourism is a recent {nterest among businessmen and

official orzanizations.

4, THE PROBLEM

Statement of the nroblem.-~The purpose of thig study is
(1) to analyze the operations of luxury hotels; (2) to appraise
their profitability in lisght of other alternative investment

vossibilities, such as second class hotels and vacattion camns;
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and (3) to make sugzestions to investors interested in luxury

hotel accomodations,

Importance of the study.=--The choice of ftourism as the

broad subject matter has two main reasons. Mirstly, inter-
national tourism is getting greater recognition every year.
The United liations Conference on International Travel and
Tourism held in Home during the f£all of 1963 indiceted in its
report that revenues generated from aggregate international
tourism tops the revenues secured from any trade commodity,
The wvolume, which was around 3 billion dollars in 1962, reached

the level of 13 billion dollars by 1966, Since 1953 the growth

TABLE 1
DEVELOPIMENT OF INTERNFATTIONAL TOURISM

. Total Foreign . ‘Total Hevenue -
Yed{i Tourist Entries Tndex million £) Index
1958 55,250,000 100 5y 449 100
1956 63,000,000 114 5,347 107
1960 71,158,000 126 5,342 126
1961 75,231,000 136 7,284 134
1962 81,406,000 © 147 8,027 147
1963 9% ,756,00C 170 8,354 162
1564 107,744,447 195 10,159 136
1965 115,392,595 210 11,633 213
1966 127,280,000 252 12,997 239

Source: Internatiopal Unlon of 0fficial Tourism Organizations
Yenl Gozete, 22 Nisan 1957, p.2

in the number of foreign tourist entries has been 232 percent,
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Turkey is in the infant stasge of international tourism, A4As in
the case of Freudian psychology, the study of this stage is
worth while. The question of return on investment in different
possibilities, in the absence of previous experience, becomes
an important issue,

Secondly, the United Nations have designated 1967 as the
International Tourist Year, on the ground that travel is

a basic and most degirable human activity deserving the

praise and enccuragement of all peoples and governments...

Travel is = cultural catalyst, a sort of sociological

mixmaster, It is an instrument of education, freedom,

and peace, It stirs men to appreciate human diversity

and ventilates genuine differences within the diversity.
The author, who shares the goals of the United Nations, wishes
to contribute to the International Tcurist Year with the present
study.

What has been written in the last two decades on tourism
is far from a fair analysis of the problems relating to luxury
hotel accomodations., The most significant contribution was
nmade by the Special Committee of the State Plamning Organiza-
tion commissioned to report on tourism for the preparation of
the Spcond Five-Year Plan., The five volume report makes a
thorcugh study of tourism in which projections are included as

well, This thegsis will concentrate on the performance of the

luxury hotels situated in the different provinces of Turkey.,

1ﬁilliam D. Paterson, "igenda for Travel", Saturday
Review, January 7, 1967, p. 24.
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An organization that has vast interest and experience
in tourist accomcdation is the Government ZEmployee's Pension
Fund,., The fund was established in 1950 with the obiective of
providing social security benefits to state employees. Ac-
cording to the articles of establishment the Fund is required
to invest part of its accumilated funds in real estate, Its
investment in hotel accomodations cover the major segment of
the required 40% of the reserves to be invested in real estate.
The fund is the owner of Istanbul Hilton, Grand Hotel Tarabya,
Gelik Palas Hotel in Bursa, Grand Hotel Evhesus in lzmir, and
Grand Hotel Ankara, all of which are luxury 5otels.

This study will utilize fhe experiences of this institu-
tion, Mainly the operations of Istanbul Hilton, Bursa Celik
Pales, and Izmir Grand Hotel Evhesus will be analyzed. Grand
Tarabya and Grand Ankara could not be included due to the fact
that they were organized just recently. 'As other investment
alternatives, various projects on second class hotels and
summer vacatlon villages will be considered., In order %o
provide a perspective, the secénd chapter will concentrate
on the development of tourism in recent years, This part is
the product of research., The third chapter as indicated
above will deal with the ovnerations of the three hotels. The
final chapter will contain conclusions and sugrestions.

This thesis has shortcomings, It was intended to include

the operations of nrivately owned luxury and second class hotels.
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Unfortunately the information needed for inclusgion in this
study is regarded as a confidential business matter by most

of them,

Throughout this paper various terms will be used with a
technical meaning, Consequently, it is essential that they

be defined before proceeding further,
B, DEFINITION OF TBRMS

Tourist.-=The term covers both foreign and domestic
tourists., The League of Nations has provided a useful defini-

tion of "foreisn touristh,

"Any person visiting a country, other thar that in which
e usually resides, for a neriod of at least 24 hours is
a Torelgn tourist, The following are considered as
tourists: ‘

(a) persons travelling for pleasure, for domestic
reasons, for health, etc; '

(b) persons travelling to meetings, or revresentative
capacity of any kind (scientific, administrative, diplo-
matic, religious, athletic, etc.s;

(¢) persons travelling for business reasons;

(&) persons arriving in the course of s ses cruise,
even when they stay less than 24 hours,

The following are not regarded as tourists:

(a) persons arriving, with or without a contract of
work, to take up an occupation or engage in any business
activity in the country;

(b) other persons coming to establish a residence in
the country,

(c) students and young persons in boarding establish-
ments or schools;
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(d) residents in a frontier zone and persons domiciled
in one country and working in an adjoining country;

(e} travellers passing through a country without
stooping, even if the journey takes more than 24 hours."”

The definition of "foreign tourist" can be extended to
apply also to the "domestic tourist". Then, a general defi-
nition of tourist is any verson vigiting a place for a period
of at least 24 hours.

Igxury hotel,-~The Ministry of Tourism and Information

has issued a decree in which the minimum criteria for different
clagsses of hotels are given, According to it luxury hotels
migt comply with the following conditions:

"1, 9ite of the hotel, (a) Must be around the center or
proper vlace of the town, It mist be on or very close to
the main avenue, (b) Those outside the town must be built in
vlaces Where the natural beauty or special touristic conditions
are elements of justification,

‘"2; Entries, The guest, service and fuel entries must be
separate. The latter two entries should be planned in such a
manner that they will not disturb the guests, The lugoage can
be carried through the main guest entry, but it is preferable
to have them separated,

"3, Park Place, A varking vlace at least equal to 25% of

the ares of the rooms is required, A maintensznce shop to take

care of the cars must be operated.

rourism in C,£.C,D, Lember Countries, 1964 (Paris, The Ov-
ganizuTIOM IOF BCONOMLC CO~CDeration ard pevErvrment, 1864 y
PP 3=4.
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"4. Interior Organization of the Hotel,

A, ¥ront Hell, (1) The reception, waiting lounge,
PIT service, cashier and exchange counters, telephone
cabins, key rack and safe boxes will be in this kall.
(2) If there 1s more than one story on each side of
the main enterance, elevators are required, At least
two elevators with capacity of carrying four people
are suggested,

Be A cloak-room connected with the main hall is required |
C. Washing Rooms, TFor the lobbies, restaurants, and
other public places separate rooms for gentlemen and
ladies are required, The ladies room will contain a
make-up stand as well,

"S5, Administrative Bureaus., The departments that have a
direct connection with customers will be located in the main
entrance hall, The other departments can be located in places
where space is available,

"6, Shops, Shops that sell souvenirs, magaszines, flowers,
clgars, sports equipment or other items that correspond with
the special characteristics of the hotel are suggested, A
barber shop, beauty parlor, shoe shining stand are compulsory.,

"7. Lobbies, Lobbies appropriate for the number of rooms
and the special characteristics of the hotel mist be provided.
besides, two halls that can be useé for receptions, tes parties,
balls, exhibitions, or similar purpcses must be available,

Other than these, a night eclub, properly decorated, should be
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at the service of the customers. Open or closed terraces,
dancing and orchestra platforms must be supplied by the hotel.

"8. Restaurant, A restaurant that will match the quality
and the gize of the hotel must be operated.

"9, Kitchen. The kitchen section will have to contain
the following facilities: (a) storage places, {b) processing
room, (c¢) main kitchen, (d) pastry section, (e) washing section
for washing kitchen utensils, (g) distribution and service
section, (h) dish washing séction, where separate washing and
drying eguipment for china, glass and silverware will be oper=-
ated, (1) food checking and control stand.

"10, Laundry and Ironing Department, Here the necessary
equipment for washing, drying, ironing, and repairing will be
installed,

“ll. Repair and Maintenance Sﬁop.

.“12. Storage place for the inventories.

"13. A first aid room must be provided,

"14, Facilities for employvees will contain the following:
(a) separate change rooms for the male and females, (b) showers
and washing rooms, (¢) dining hall.

15, Bed Rooms. The smaller side of the room will not be
less than 3.20 meters, and the minimum room area will not be
less than 16 souare meterg, This area does not include the
entrance and the washing place within the room, The room will
be furnished in an ap ropriate manner to provide two separate

beds, confortable chairs, mirrers and other amenities, The

-
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bed rooms will have a telephone and s selective loud-speaker
broadcasting the Hotel's music program. The minimum number of
rooms is set to be 100, those falling short of this requiremernt
will reed the approval of the Ministry. Svecial anartments
must have more than one bed room, a living room and washing
rooms. Single bed rooms can cover an area 15% less than the
twin bed rooms, vprovided they posses the same iuxury.

"16. Washing Rooms (in the bed rooms), Each vroom will
have a top guality bath equipped with a shower, The walls will
be covered by marble or ceramics up to the height of 2,25
meters, A toilet, articles of toiletry, and towels will be
provided by the hotel, |

"17. Service rooms must be kept on each floor,

"18. Stairways and corridors will have to be large enough
to provide comfortable circulation. In any case their width
should not be less than 1.5 meters. Every floor will have two
stalrways, one of which will be used for the nurpose of gervice,

"19, At least one service elevator is necessary.

"20, Matters related to installation: (a) The bed rooms,
public places, restaurants, lobbies must be air conditioned,
(b) A spare generator larze enough to meet the needs of the
hotel is compulsory. (c) 4 11ght signal system for calling the
valet, maid, waiter is required, (d) Tt 1is compulsory to have
a music broadcasting center capable of transniting through

three channesls,
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"21, It is compulsory to havé a telephone center and to
offer teletype service.

"22, An orchestra must be encazed to play.

"23, Older buildings with historical and aesthetic value
may be entitled to receive touristic certificates provided
they meet the requirements listed previously.“3

The differences between luxury and first class hotels are
the following: (1) varking space is equal to 20% of the area
of the rooms, (2) bed rooms cover 14.5 meters sguare, (3) the
minimum number of rooms is 75, (4) air conditioning of the bed
rooms is optional, (5) ceramics in the wasing rooms cover 2
meters heiszht, (6) teletype service is ontional, (7) hotel
misic broadcast 1s carried throush two channels, (8) the light
signéi gsystem is limited to two ca;ls. Of these differences
the most important one is the air conditioning of the bed
rooms, |

These are the minimums on paper. In some cases the luxury
hotels possess additional facilities., For instance, the Grand
Hotel Iiphesus has an appealing swimming nool and a conference
hall equinned for making instantarecus trunslations, On the
other hand, one will hardly find a parking pnlace around the
Grand Hotel Tarsbya, The Ministry has been lenient because the

project was in operation long before the issue of the decree,

4
ZPuprien iflesseselerine AtY Vasiflar TinetmeliZi, (Ankara,
Bagbakanlik Devlet Matbaasi, 1965), pp. 9=22,
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In Turkey there are two groups of luxury hotels. Hotels
in the first group receive their title of "ILuxury" from the
municipality authorities, Thelr standards are far more lenient,
Those in the second group meet the standards of the Ministry
and in return receive %he certificate of tourism, In 1964
six luxury hotels had certificates of tourism issued by the
Ministry compared with 79 which did not, (See Appendix IB).

The advantage of acquiring the certificate is to have relative
freedom in making price adjustments, Hotels that do not have
the certificate are controlled by the minicipalities and are
expected to abide with the set prices. The municipality coun=
cils are conservative in making price adjustuments, DSecause of
this situation, the hotels either lose monéy or nanzage to
make price increases that will not be detected by the author-
ities, |

There are different types of hotels such as: +transient,
residential, American-plan, European-plan, The distinction
vetween the first two comes from the permanency of their guests,
A transient guest 1s one who is enroute; whereas,a terminal
guest has reached his destination, It is true that hotels
cater to both types to sone degrée, and the classification
depends upon the major source of business., The hotels under
study rely on transients for the bulk of their busginess,

The way the rates are set up creates another classifica-
tion, The American-plan hotels have cne »price which includes

both food and board, On the other hand the Buropean-nlan hotels
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fix the prides of the rooms separately so that the guests may
eithef have their meals in the hotel restaurant or go to
other places., The European~plan is the dominating feature of
the Turkish hotels. Yet 1t 1s not rare to see various modi-
flcations, PFor instance one hotel manazer gaid that group
arrangements were accepted if they contained the provision of
half pension,

The residential.hotels can be degcribed briefly as an
apartment house with hotel service, and for this reason they
are referred toc as apartment hotels., Among the trangsient
hotels one can find further pcossible classifications, Cater-
ing to the particular needs of certain guests give us the
highway, suburban, airport and tourist hotels, The three
hotels for which financial data were cbtained are ready to

meet the demands of variocus types bf guests,
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CHAPTER II
RECENT DEVELOPMENT OF TOURISM IN TURKEY

Tourlsm has received recognition only since the Second
World War, Prior to that time domestic tourlsm was confined to
the travels of businessmen, movements to summer resorts, visiting
the major cities, and going to the centuries old health resorts.
Those who travelled in foreign countries were members of the
Turkish minorities, In addition to them, the religious hadj
visits took the pious Moslems to Saudl Arabia, Those who came
to Turkey were usually either wealthy or on a special mission,
such as archaslogists and missionaries,

The official organization of tourism was promoted in 1949
by the esatablishment of the Publication, Press and Tourism Direc-
torate, Finally, in 1963 a ministerial responsibility to take

care of tourlsm was created,

A, DOMESTIC TQURISM

Domestiec tourism is an important element of the economye.
In recent years the number of domeétie tourlsts has increased,
Although statistics are inadequate one can feel the upward trend.
It has become the fashion of the day for government institutions
and the private sector to provide summer camps slong the Marmara
coasts, Annual peid vacations have made 1t possible for the
lower income brackets to participate In domestic tourlsm, Devel-
dpment’ of the highway network and inexpensive means of trans-

portation has made traveling much easier, The famous springs and
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health resorts attract growing number of visitors looking for
cure for rheumatism, intestinal complaints, and other troubles,
The avallability of transportation and accomodation facilities
has encouraged the student body to explore the country. The
emergence of tourism conscilousness reflected in the organization
of fairs, folklore festivals, and advertisements attracts tour-
ists from far away provinces, Fans of the football teams do not
llke to et . the players go along to other towns., It has be-
come a usual sight for visitors to crowd the. competitior's
dtadium,

The $tate Institute of Statistics should not be wholly
Ixlamed for the lack of statistics on domestic tourism. The Offic?
attempted a survey 1n 1966 with the hope of providing information
such as: the number of domestlc tourists, thelr residence and
maritial status, ococupency, length of stay, level of income, the
frequency of vacations, the means of transportation used, the
reagsons for prefering the vacation site, and thelr opinion on
the services and the goods sold, The survey was conducted through
mid July and September in Istanbul, Izmir, Antalya, Marmara,
Aegean and Antalya regions. "Those forms returned were very few,
and many of them had unanswered sections, The first attempt
failed because of lack of participation which can be attributed
to psychological barriers," b

The lack of statlistles has been compensated for by an esti-

n

11, Viksek Istatistik Surasi, Turizm Istatistikleri, (Ankara
1967} pp. 9-1l4.
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mation made by the State Planning Organization. In 196l an es-
timated 2,878,468 citizens travelled, of which 947,920 was
qualified to be included under the heading of domestic tourists.
Supposedly they slept 7,088,380 nights in available accomodation
facilities, I1f we meke an assumption that they spend 25 liras
each day, thelr contribution to the economy would have totaled
more than 178 million liras, It will be proper to go over the
calculations that give the number of domestic tourists, {(See
Appendix IT/A.)

Until 196l no one kmew the exact number of accomodation
facllities, A campaign conducted by the Ministry of Information
and Tourism took a nation wide inventory of accomodation fecili-
ties and other touristic interesté, such as historical monuments,
folklore, hunting possibilities, speclal dlshes, and places wort
of seeing. The inventory of accomodation facilitles is the basiZI
of the calculations, The third column of Appendix II/A is calcu-
lated by multiplying the first one by 365, The fourth column is
borrowed from Appendix 11/U which will be explained later, The
sixth column on the rate of occupancy is an assumed ocne arrived
at after taking into consideratioh the experiences of hotel mana-
gers, For Istanbul an occupancy rate of 70% is assumed. Ankera
has 60%, and most of the other regions are assigned a rate of 30%+
This rate indicates the level of occupancy all through the year,
Simllsrly, the average nights slept by the domestic tourists in
different regions 1s based upon the experiences of those engaged
in the field, The reglons that will keep the tourists for ten daw%

are thought to have more entertaintment and touristic potentials,
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The number of domestic travellers is discounted to get the number
of tourists., Needless %o say, the discounting is subjective and
may not give the true picture., Even though the analysis includes
assumptions it gives a notion of the magnitute of domestic par-
ticipation,

According to Appendix II/A Interior Anatolia, which has
29 provinces, is assumed to have hosted 26% of the domestic
tourists in 1964. In the same  year Istanbul by itself rece-
ived 19% of the tourists. If Istanbul is combined with the Mar-

mara region they become the leading tourist center,

B. TURKS GOING ABROAD
Over the years foreign travel by Turkish nationals shows
variations as indicated by the following table,
Table 2

Forelgn Travel by Turkish XNationals

Year Total Number
1956 41,976
1957 hl, 368
1958 42,947
1959 49,357
1960 28,211
1961 3h, 794
1962 47,535
1963 }-1-11833
196l 113,083
1965 186,520

Source; Appendix TI/B
During the mid 1950's foreign travel was restricted due to

the scarcity of foreign reserves, Especlally strict restrictions

STurizm Ozel Thtisas Komisyonu Raporu, (Ankara: Devlet
Plenlama Tegkilati, I§56f, r. LZL,
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were applied to those interested in the religloushedj pilgrimage,
For instance, in 1958 only 13 were sllowed; in the next two years
23 menaged to go to Seudi Arabia.6 The 1961 Constitution recog-
nizes the right to travel &s a fundamental right, Even though
there are monetary regulations that tend to discourége going
abroad, 1t cen be said that traveling has become much easier,
Statistics on the departures of nationals help to draw falr
conclusions, Nevertheless, it is risky to assume they represent
facts, For instance in 1964 113,083 departures were recorded.
For the same year the number of citizens who received passports
was nearly 183,000,There is a discrepancy between the number of
passports issued by the Police Organization and the actual depar-
tures.7 The lag between the issue of passports and going sbroad
in the same year may explaln a portion of the difference, The
remaining portion is due to the loopholes in filing exit forms.
There has been a gignificant increase in the number of de~-
partures since 1963, The reason for the boom is explained in
Appendix II/G... In 1963 the bulk of the travelers left with the
hope of working in a foreign country. In 1963 those who had the
pufpose of working in a foreign country totaled 6,79l. In 1964
the number jumped to 62,567, and in 1965 it reached the peak of
112,067. This trend reversed itself in 1966 because of the mild
recession that 1s still goling on in West Germany and other Euro~

pean countries., The other important development 1s In the number

6 Turlzm Czel Thtisas Komisyonu Raporu, (Ankara: Devlet
Planlama Tegkilati, 19b6}, P. L2l

Ibid.,
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of hadj participants. In 1964 only 3% of departed nationals went
to Saudl Arabia, contrasted with 11,4% in the following year,

Theranking of the countries visited by Turks is shown in
Table 3. Since 1960, with the exception of one year, Germany
has ranked first in attracting Turkish citizens, Because of the
need for importing Turkish workers, Belgium, Netherlands, Austria#
and Switzerland also have become important centers of attraction.
The United States, United Kingdom, France and Italy have always
appealed to Turks, The significant outflows to Greecs, israel,
Lebanon, Syria, and Cyprus partially indicate the magnitube of .
departures visiting relatives, The Cyprus dispute has reduced
the number of Turks going to the 1sland, but 1t does not have a
similar effect‘on those visiting Greede,

The number of departures that are classified as tourists
is given in Appendix II /P, Taking 1963 as base the rate of in-
crease has been increasing. In 196l it was 50% and the following
year 55%. On the other hand, expenditures do not increase pro-
porticnately. The amount of expenditure per tourist has fallen
%o $369 in 1965 compared with the $721 of 1963, One reason is
assoclated with the increase of pefsons who get special treatment
for the requirement to purchase $200, The provision to purchase
$200 was put with the intention of dlscouraging those going ab-
road, Students are not obliged to buy $200 if they prove they
will be taken care of. Anbther reason mey come from savings

associated with official visits.
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Table 3
Ranking of Countries as Vigited by Turklsh Nationals
1960 1961
COUNTRY KUMBER OF PER COUNTRY NUMBER OF PER

NATIONALS CENT

NATIONALS CENT

Germany .. . 5,918 20,9% Germany h,201 12,1%
Greece 3,773 13,%% USA 2,601 Te5%
U. Kingdom 2,781 9.8% USSR 2,227 6.uifso
Italy 2,771 9.8% Lsrael 2,071 5.9%
USA 2,668 9,5% Greece 1,953 5.6%
France 2,106 74% Italy 1,842 5,2%
Syria 1,671 5.9% France 1,533 1%
Lebanon 1,459 5.1% Cyprus 1,451 . 0%
Israel 1,142 Iy 0% U.Kingdom 1,122 3.2%
Switzerland 991 3.5% Lebanon 1,060 3.0%
Others 2,925 10. 4% Others 1h,683  h3,0%
Total 28,211  100.0% Total 34,794 100.0%
1962 1963
Germany 7,830 16.2% Belgium 5,635  13.5%
S, Arabia 5,84 12.2% Gerwany 5,506 13.2%
Greece 3,633 7« 6% S. Arabia 3,718 8.9%
USA 2,976 6.2% Greece 3,688 8.8%
Italy 2,593 5.L% USA 3,394 8.1%
France 2,215 I, 6% Italy 2,807 6.7%
Syria 2,168 L 5% France 2,352 5.6%
Israel 1,835 3.9% Israel 2,183 5.2%
Lebanon 1,633 3.4% Cyprus 1,857 h.0%
Cyprus 1,591 3.3% Lebanon 1,378 3.3%
Others 15,217 32,7% Others 8,311  33.7%
Total 47,535 100,0% Total 41,833 100.0%
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Teble 3 (Continued)

U“UﬁTRY’""‘%ﬁﬁﬁﬁﬁ?‘ﬁr‘”Tﬂﬁr_' C"ﬁﬁTF?‘""JiTﬁﬁﬁﬁﬁTTﬁr“Tﬁﬁ"“

NATIONALS . NATIONALS CENT
Germany 60,688 53.7% Germany 108,251 58,1%
Belgium 9,229 8.1% S.Arabia 21 ,393 1l,L%
Greece 6,783 6.0% Grezce 935 lt48%
Netherlands Iy, 247 3.8% Belgium 5076 2.9%
USA 3,775 3,3% Netherlands 5,060 2.6%
France 3,76L 3e3% France L, 694 2,5%
3.Arabia 3,349 3.0% Italy 4,055 2.2%
Switzerland 3,129 2.8% Austria 3,882 2,0%
Israel 2,982 2.6% Israel 3 > 668 1.9%
Italy 2,743 2.4% Switzerland 3,668 1.9%
Others 12,394 11.0% Others 17,438 Qe 7%
Total 113,083  100,0% Total 186,520 100.0%

Source: Appendix II/B.

C. FOREIGN TOURISTS

The number of forelgn tourist arrivals also show irregular
fluctuations, (See Appendix II/E.) The significant point to
observe is that 300,790 towrists arrived in 1965. In a single
year the sbsolute increase is 132,736 and it corresponds to a
79% increase, The other important point is the change in the
smount of receipts, It will be recalled that Turkey experienced
a devaluation in 1958. The Turkish lira defining a dollar in-
creased from 2.8 to 9. "The devaluations in France (1957-58),
Spain (1959), and Yugoslavia (1960-61) have increased the foreig:y
tourist receipts. In Spain and Yugoslavia durlng a three year

period following the devaluation, the recelpts increased by
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100%; whereas France witnessed a 1,0% improvement," 8
Table U

Receipts from Tourism and Number of Tourist Arrivals

Years Receipts ($ 000) Number of Tourist Receipt per
Arrivals Tourist

1955 1,979 795369 25

1957 1,495 100,803 10

1958 1,535 107, 7hiy 13

1959 h,756 126,690 38

1961 7,092 129,104 55

Source: Appendix II/E_

The 2,1 fold increase of receipts in 1959 over 1958 suggests
the poslitive effect of devaluation, Even though the number of
tourists declined in 1959, they exchanged theif eurrency through
the asuthorized instlitutions. Before the devaluation the black
market offered a premium over the official rate,

Tentative statistics for 1966 indicate the number of foreignl
tourists has passed 350,000, Turkish statistics do not include
the excursionista, persons arriving in the course of a sea cruisel
under the heading of foreign tourists. In 1965 171,103 such
arrivals were reported.9 If this component is added it is said
that 470,000 foreign tourists visited Turkey in 1966,

The number of non-tourist arrivals were around 60,000 in
196l and 1965; (see Appendix IL/F). The bulk of the non-tourists
is associated with the USA, and many of them are military per-

sonnel,

BTunay Ako®lu, Turizm Gergeklerimiz (Ankaras A jans-Tirk Mat-
baasi, 1966) p. 127.

9Tourism Statistics, 1965 (Ankara: Saim Toraman Matbaasi,
' 1966), p. —Ll-d_.
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As far as the receipts and expenditures of international

tourism are concerned the balance is agalnst Turkey (Table 5),

Teable 5

Balance 9£ Internatlional Tourlsm

Years Deficit
1958 11,265 dollars
1959 ?38)—2-"-1-
1960 2,302
1961 6,666
1962 9,683
1963 12,841
196l 13,489

Source: Appendix II/D and II/E.
Theranking of the countries as they send tourists to

Turkey (Table 6) indicate Americans constitute the major portion.
Their share in foreign tourists have been 30, 32.6, and 25,6
per cent through 1962-196lL. German tourists are in second place,
Those coming from Great Britain occupy the third place, It will
be seen that the number of French tourists shows a regular infloy
of around 11,000, In 1962 and 1963 Greece had the fifth place
following France., In 196l  the number from Greece 1is so
drastically reduced that she doeé not appear in the list. The
reason obvibusly comes from the Cyprus crisis, Among our other
neighbors Iran, Irag and Syrie sent a considerable number of
tourists, The participation of Israel and Lebanon indicates
reciprocal visits of relatives and friends of Turks. In 1964

a new name, Yugoslavia, enters into the list., It is now common
to see Yugoslav groups wandering around.

Foreign tourist arrivals start to accelerate in April and
thev stars fo diminish by Qclotor,
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Table ¢
RANKING OF COUNTRIES AS THEY SEND TOURIST TO TURKEY
1962 1963

COUNTH NUVMBER OF PE COUNIRY NUMBER OF  PBR

TOURISTS  CENT TOURISTS CENT
U.S.A. 51’7,-!1}' 3000% UosnA- 50,719 32-6%
Germany 18,957 11.0% Germany 15,289 9,8%
U.Kingsom 15,023 8.7% U. Kingdom 13,455 8.9%
France 11,900 7.0% France 11,519 7.0
Greece 10,858 6.0% Greece 6,407 3.9%
Italy 6,218 3.6% Iran 5,435 3.5%
Austria 6,017 3.L% Israel 1,938 3.1%
Tsrasl “U4,391 2.5% Syria 1,823 3.0%
Lebanon I,213 2.4% Austria 3,887 2.5%
Iraq 4,112 2.L% ‘Lebanon 3,705 2.4%
Others 39,40k 23,0% Others 3k, 6l6 23,3%
Total 172,867 100,0% Total 154,832  100.0%

196l
U.S.A. 43,040 25.6%
Germany 21,452 12, 8%
U. XKingdom 1l.,000 8,L%
France 11,702 8.0%
Iran 10,613 6.0%
Syria 6,523 3.8%
Austria 6,007 3.5%
Lebanon S,LI.OLI- 3-2%
Italy , 140 3.0%
Yugoslavia 4,739 2.8%
Others 39,335 22,9%
Total 168,054  100.0%
Source: Appendix II/F‘
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Table 7

Foreign Tourlst Arrivals Through April-October

Year Percent
1962 79.6
1963 79.6
1961 78.2
1965 83.1

Source: Appendix II/G
The months with the highest number of arrivals are Juiy and
Aungust., (See Figure 1l.) _

The foreign tourists favored the motor vehicle as the
means of transportation 1965 (Appendix II/H). Before that time
planes were the first cholce of the travellers. The number of
tourists coming by trains shows a slight increaase in 1965 over
196}, namely from 10.8 to 11,2%. The non-tourists have persis-
tently preferred to teke planes,

The bulk of the forelgners coming to Turkey sreinspired
with the motive of vacation and pleasure (Appendix II/I). The
other importent purposes are: education, visiting friends and
relatives, and art, The majority of the foreigners arrange the
trip by themselves (Appendix II/J); whereas, travel agencies
arrange trips for one fourth of the visltors,

The average age of the visitors is around 34 years old

(Appendix II/K), end males exceed female. The young age average

can be atbtributed to the high inflow of the students (Appendlx
I11/L). The average lengths of stay for various years is given in
Appendix II/M. The average moves around four days., One important

development is the increase in the number of foreigners who stay
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for a time interval of L-15 days. This indicates the start of
a trend of spending vacations in Tﬁrkey.

About half of the visitors stay in hotels. (Appendix II/N),
The second type of accomodation is camp facllities, Motels and
pensions are relatively unimportant,

Istanbul is visited by most of the foreign visitors, The
ranking of the other places visited are: Izmir, Ankara, Bursa,
and the Black Sea coasts, One can generalize that 95% of the
visitors see Istanbul, 30% visit Izmir and vicinity, and about
18% go to Bursa, Ankara, and the Black Sea regions. (AppendixIIf

Among the places and speclal features of interest the
mosques are the focus of attention, The second one is natural
scenery, followed by historical buildlngs. The fourth oneis the
mugeums, The Turklsh kitchen is found to be a more lmportant
feature than beaches and festivals. (Appendix 11/P),

If one makes a generalization from the results of the
sﬁrvey conducted on foreign visitors! opinion the impression
towards the attitude of Turks is favorable. Restaurant services
are rated "good" by the majority of the survey particlpants.
Accomodation facilites are also rated "good". The behavior of
the Turkish people in general is "good". It 1s interesting to
note that foreign visitors are pleased with the custom procedures
which is & course of complaint among Turks passing the boundarles}
Similarly, the favorable treatment by officlals is appreciated,
and it is contrary to the experiences of the local people, The
favorable attitute toward tourists from public and official ins-

. titutions is an importaent element in capturing a larger share of
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international tourism, Visitors find the cost of food to be in-
expensive; the same observation applies to means of transporta-
tion. The cost of souvenirs and accomodation are neilther ex-
pensive nor cheap. (See Appendixes II/Q and II/R,)

Most of the forelgn visitors are making their first trip
to Turkey. Less than 10% of the visitors make a second visit,
One thlrd of the visitors are influenced on their decisions to
come to Turkey by thelr relatives and friends, The various means
of advertisements have not been very influentisl, The experien-
ces of the previous tourists are counted more by the newcomers,
A recent speech of the Minister responsible for tourism in bud-
get discussions has indicated the modest level of advertisement
expenditures, Furthermore, he has admitted the poor gquality of
advertisements, He has urged the particlipatlion of the private
sector in advertising campaigns, -An improvement in the quality
of advertising could contribute much to the Inflow of the foreign
" tourists. (See Appendixzes II/S and II/T;)

The Distribution of Foreign Tourists in 1964. TIn making

projections a starting point 1ls needed, The projections on
foreign tourists are based on the dlstribution of tourists among
regions in 196L, (see Appendix 1I/U.) Arrivals into the regions
are known; from that information an assumed number of tourists
are forecast, To each region the inflows from other reglons is
estimated., It will be seen in column 7 that the turnover of

the tourists is 1.43 times. The average length of stay in the
region is a subjective estimation, varying from 10 to 3 days.

_ The total nights slept was very close to 1,750,000 in 196k,
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Table 8

PROJECTION OF FOREIGN TOURISTS USING THE METHOD OF LEAST SQUARES

The Least Square Parabola is Used.

YEAR X Yy ¥ x> xlt XY X2y
1953 -6 70 36 =216 1,206 -420 2,520
1954, -5 71 25 -12 625 -355 1,775
1955 4 79 16 -6 256 -316 1,26l
1956 -3 99 9 ~27 81 ~297 891
1957 -2 101 i -8 16 -202 140
1958 -1 1L4/8 1 -1 1 -148 1h
1959 0 127 0 0 0 0 0
1960 1 ol 1 1 1 95 9
1961 2 129 L 8 16 258 51
1962 3 173 9 27 81 519 1,557
1963 Y, 155 16 an 256 620 2,480
196, 5 168 25 125 625 8110 lt,200
1965 6 300 36 216 1,296 1,800 10,800
EX:0 EY: EX: Ex? Ext EXY: EX T
1,71 182 0 4,550 2,393 26,649
Bquationa:

EY: agh + aqE X + ap E x2

EXY: ag EX+a, EX2 + ap E X

E X2Y: 8o E X2 + a1 E X3 + a5 E X

1,71hs 13ag + 182ap

2,393: 182a,

26,649: 182a, + L,5508ap

Trend Equation:: ag + &4 + a3 x2

Y: 113,937, + 13,148 X + .88k X°

In the table Y stands for the foreign tourist

arrivals,




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL

PAGE 29

Table 8 Continued

COMPARISON OF TREND VALUE WITH THE ACTUAL VALUE

YEAR ACTUAL VALUE TREND VALUR
1953 70,055 66,873
195 71,331 69,297
1955 79,369 75,1489
1956 99,hL1l 82,1419
1957 100,803 91,177
1958 147,700 101,673
1959 126,690 113,937
1960 9ly,077 127,969
1961 129,104 143,769
1962 172,867 161,337
1963 154,823 180,673
1965 168,054 201,777
1966 300,790 221,649
1967 219,289
1968 275,497
1969 303,873

333,817
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D, PROJECTIONS
An attempt has been made to estimate the number of fubure
foreign tourists, but the results have not been successful
{Teble §). For instance, the actual number of 1965 1s given for
1968, Till 1959 the trend values fall short of the actual ones.
For the next three years the forecasts exceed the actual values,
Then the projections show ups and downs,

Domestic Tourists. The projections are made under itwo al-

ternatives, The first one assumes an annual 5% increase; the -
other takes an annual increase of 10%. For finding the share of
the different regions a new sssumpbtion on the distribution of
domestiec tourists is made. (Appendix II/V), It is anticipated
that the attraction of the Aegean and Mediterrasnean coasts will
increase at the expense of Marmara and interior Anatolia. (Ap-
pendix IT/W),

The annual increase of the domestic tourists is 3hown:below:

Table 9
Projected Increase of Domestic Tourlsts

Years Assuming 5 Percent. Amsuming 10 Percent
196L 947,920 947,920
1965 995,316 1,042,712
1966 1,045,082 1,146,983
1967 1,097,336 1,261,681
1968 1,152,203 1,387,849
1969 1,209,813 1,526,63)
1970 1,270,300 1,679,297
1971 1,333,819 1,947,227
1972 1,100,510 2,031,950

Under the assumption of a 10% ann-al increase the number of

domestic tourists will pess 2 millions by 1972.

of the tourists among regions ls given in Appendix TIAN: If we

The distribution
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take Into consideration the high rate of population growth

coupled with an increase in real income the assumptions are

realistic,

Foreign Tourists, The number of foreign tourists is es-

timated in the same fashion, It is assumed that the minimum

and maximum annual increases will be 25 and 50 percent. During
1950-6l the average increase in foreign tourists has been around
15 percent, The anticipation of 25-50 percent increasée may seem
unreallstic, However, during this period tourism had been left
by itself, The First Flve-Year Plan has not been successful in
making coordinated movements, Furthermore, the private sector
had not committed itself to investments because of unstable
political consitions. The expected inflow of foreign tourists

is given below,
Table 10

Projected Increase of Foreign Tourists

Years Assuming 25 Percent Assuming 50 Percent
196l 168,054 168,054
1965 210,067 252,081
1966 262,58l 378,122
1967 328,230 567,183
1968 110,288 850,775
1969 512,860 1,276,163
1970 6h1,075 1,91h,245
1971 801,3 2,871,368
1972 1,001,680 4,307,052

By 1972 the number of foreign tourists may be about
ts3 millions, assuming 50 percent annual increase, The Speclal
Committee of the State Planning Organization has based its

projections on the assumed annual incresses of 25 and 50 percent,

.
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The number will be around 1 million under the later assumptions,
Appendix Ii/V shows the projected distribution of the foreign
tourists among regions, It 1is assumed that foreign tourists
will be interested more in the Aegean and Mediterranean regions.
The share of each region is shown in Appendix II/Xl.

The combined demand projection is illustrated in Figure 2,

Four variations have been considered: they are

(1} 5% increase in domestic tourists +25% increase in foreign
tourists,

(2) 10% increase in domestic touriats +25% increase in foreign
tourists,

(3) 5% increase in domestic tourists +50% increase in foreign
tourists, _
(4) 10% increase in domestic tourists +50% increase in forelgn
tourists,
In 1972 the lowest figure for the total tourists is 2.4 millions,
and the highest expectation is sround 6.} millions. Although
the Marmara region 1s sssumed to lose a porbion of the traffic,
it still has the bulk of the tourists,

Projected Revenue from Tourists. It is not known how much

a Tufkish domestic tourist spends, The lack of statistics ne-

cessitates the use of assumptlions, The Planning Organization is
expecting that L0 liras will be s@ent per day by domestic touriste
in 1968 and 1969, The estimate is 50 liras in 1979,1971 and 1972,
In case of the foreign tourists 8 dollars will be spent in 1968

and 1969, In 1970, 9 dollars is expected to be spent, mklile?l—%
10 dollars is the estimate., Thus, in 1968 revenues coming from
tourism is expected to vary between 652 and 1,052 million liras.
Tt 1972 it will be within a range of 1,462 and 4,796 million 1i-

ras (Appendix II/X;). One dollar is taken as 9 liras, Any deva-
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luation in the future may cause higher returns,

Projected Foreign Exchange Receipts from Travellers, The

foreign exchange consumed by Turkish travellers was 13,023,000
dollars in 196}, Two alternative sssumptions are made on the
behavior of Turkish travellers, In one case a 10% increase in
the outflow of foreign exchange 1s anticipated, while in the
other alternative the rate is 204, The inflows were explained
above, In 1968 Turkey expects to have a favorable balance on
tourism. At the end of that year inflows are expected to exceed
outflows by 8.7 million dollars, The balance may increase to.
120 million dollars by the end of 1972 {Appendix Ix/xu). The
balance of international travel may go up to 439 million dollars
in 1972. (Figure 3).

Projected Beds Needed. According to the inventory taken

in 196, 2,647 hotels were operatedlin Turkey (Appendix I/B).
They provided 42,241 rooms with 90,279 beds, Only 104 hotels
had certificestes of tourism. They provided only something close
to one tenth of the total beds., The number of the second class
hotels exceed the other classes, But the first class hotels
provide the major segment of beds,

Tn 1968 the number of additional beds may vary from 22,200
to 52,09l (Appendix II/Xg). The number of additional beds is
caleulated in the following fashion., First, the number of nights
to be slept by domestic and foreign tourists is calculated (Ap-
pendixes II/X6+7). They are derived from the figures presented
in Appendix II/A. The projections for the domestic tourists are

made under the alternatives of 5 and 10 percent annual increases,
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The nights to be slept by foreign tourists i1s calculated for
25 and 50 percent annual increasses, The figures presented are
somewhat different from the projected figures of Appendix II/A.

The reason for the differences seems to be related to the
adjustments madd in defining the regions., Second, the annually
occupled days for different regions are estimated for the time
period covering 1968-1972., The Mediterranean region is assumed
to be fully occupied for 240 days each year, The Aegean and
Marmara reglons will have 210 carrying days. All of the other
reglions will entertain guests for six months, and for the rest
of the year tlheywlll have no tourists. The projected number of
nights to be slept 1s divided by the carrying days in order to
get the number of beds needed. They are shown for the four
different combinations of alternatives (Appendix II/Xg), In
196l the number of domestic travellers was 2,878,522 (Appendix
II/A ), If we add the foreign tourists of that year (168,054) we
get the number of total travellers, which equals to 3,046,522,
In that year the number of beds available were 116,329. The
number of domestic and foreign tourists equalled %o 1,115,974
(sum of 168,05k + 94.7,920)., It means that only a portion
(1,115974/3,0L6,522) of the 116,329 beds were available to the
tourists, Then the number of beds at the service of tourists
was 41,878,

The investments carried through 1965-1966 have contributed

the following number of additions,
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Table 11

Increase in Accomodation Facilitles

Year Hotel Motel Others
No., Roonm Bed No. Room Bed No. HRoom Bed

1965 172 8,625 14,671 18 533 1,169 2 W2 149
1966 47 16,872 29,727 31 958 2,045 3 53 151

Total 398 + 3,21 + 00
47,912 Lk 2L 3

Source: 1967 Y1llik Programi, (Ankara, Devlet Planlama Tegkllati
1967), p. 338,

It seems that by fhe end of 1967 the number of beds requirdd
by the extreme alternative will be accomplished, But the number
of foreign tourists has been grewing at & high rate, The Minis-
ter of Tourism and Information has estimated the number of forel
tourists to be around 600,000 in 1967. 0 The projections will
be surpassed if this estimation is realized. The projected num-
ber of beds will have to be adjusted in case the present trend
continues,

The projection of different types of accomodation facilitiled
in terms of beds is shown in Appendix II/Xg. The assumptions
on the share of each type in the demand are subject to question.
It 1s anticipated that luxury hotels will share only 3% of the
need. On the other hand, second and third class hotels are

expected to serve a greater ratio.

10 News item in Akgem, April 2L, 1967.
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CHAPTER III
LUXURY HOTEL ACCOMMODATIONS

In the preceding chapter the anticipated additional luxury
hotel beds were discussed. Here we shall distinguish the need
for luxury hotels from the rate of return from such investments
and concentrate on the later one. In addition, a few alternative
investment possibilities will be discussed for making prudent

decisions.
A. DBACKGROUND

Before 1955 tourists could find only a few hotels that
provided luxury accomecdation. If théy were lucky they could stay
at the Park Hotel or at the &nkara Palas Hotel. These two hotels
were about the only luxury hotels in the.country. The opening of
Istanbul Hilton on July 10, 1955 was the most important event of
the Turkish hotel industry. It will not be erronous to claim
that its opening was equally significant on the international
level., Elaboration on these polnts is deferred to the following
section. In 1956 the Divan Hotel with 98 rooms started its
operation, as the third luxury hotel in Istanbul., The other
luxury hotels registered by 1964+ were Bursa Gelik Palas, Biiylik
Efes and Cinar Hotels. Recently two additions were made to this
list: Grand Tarabya and Grand Ankara. These nine hotels provide
1,505 rooms and 2,552 beds for their guests.
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Istanbul Hilton Hotel. In late 1940s the hotel business
witnessed a2 novel experience., The Governor of Puerto Rico asked
the leading American hotel magnates which among them would like
tb operate a hotel in San Juan. The unique offer was frowned
on by the conservative operators, Conrad Hilton, shortly after
the consolidation of hls holdings into Hilton Corporation,
seriously considered the proposal. In 1950 the successful
Carablne Hilton started operations, Istanbul Hilton was the-
third international Hilton, following the Castellene Hilton of
Spaln. Upon these three, a globe-circling chain of hotels was
organized. Hilton International operated 35 hotels in 1966,
with a total of 12,397 rooms (see Appendix IIIx ). During the
same year eleven hotels were under construction and nine hotels
in the development stage, which altogether adds 4,815 rooms . -1

Hilton International made a 34 percent return on investment
in 1965, (see &ppendix IIIp) before taxes. This performance can
be explained in terms of: (1) Hilton International moves into
places where the need for modern.hotel facilities is deeply felt,
Usually international centers are chosen, but the new and under-
developed countries that are ripe for the development of tourlsm
and commerce are also considered. (2) By comparison with the

United States, labor costs are lower. (3) Avold cheain image,

11
Jim Pearson, "Hilton International," Hotel Management Review,

 August, 1966, p.32.
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Esthetically, Hilton International hotels are not standardized.
Each hotel reflects the heritage and culture of the country
where it is located, In addition to international cuisine,
local dishes are featured in each hotel. (4) Capital risk and
cost are minimum. In most instances, the hotels are owned by
other partles, Hilton Lnternational only operates the hotels.
The capital provided by Hilton is large enough to meet the work-
ing capital. Secondly, the risks related to war scares is quite
low because of geographical diversification. The 35 hotels that
were operated in 1966 were scattered in four continents and 24
countries. (5) They are able to:attract youth and brains. The
employees in foreign countries enjoy a high status. Furthermore,
the promotion to higher positions takes less time for the able.

The International Hilton Corpbration has the pollcy of
leasing the hotels for a period of 20 years, and in return pays
2/3 of the gross operating profit as rental after the provision
for renewals and improvement depreciation.

In case operations for any year only break even, the lessor
gets no rental. On the other hand, thils policy lets the lessor
participate in earnings. Besides, the serlous lessee wlll be
induced to increase the earnings of the concern. The fear of
getting no rental has no adverse effect on the Pension Fund
because of the public law covering such risks.12

12 Veysel Gilildez, "Turizmin Hizli Bir Geligmeye Ulagtirilmasi

Hakkinda Basit Rapor', (Unpublished paper by the manager of the
Grand Hotel Ephesus, 1966), p.l2
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Article 30 of public law numbered 6086 provides that during the
construction of the hotel 6 percent interest will be paid to the
- Employees! Fund from the special fund provided by the Govermment
on the basls of total expenditures, A&After the completion of the
hotel, if the rental is less than 6 percent return on investment
the difference will be compensated from the fund. This con-
cesslion applies only to the operations of Istanbul Hilton and it
reflects the encouragement given by the government for particl-
pation in a new experiment. The provision has not been used
until now because of satisfactory operations. The provision for
a 6 percent return on investment.requires elaboration. It must
be interpreted in the context of return on investment before
depreciation. If it applies to return on investment after depre=-
clation and other expenses, the provision would be used.

Istanbul Hilton, in addition to offerihg luxury accomo-
dations, has become a major source in supplying skilled personnel
to similar organizations. 1t has become the headquarter of
international and local activities.

Grand Hotel Ephesus and Bursa Celik Polas Hotel. The
construction of Grand Hotel Ephesus started in late 1957, and

it was ready to serve the public by June of 1964, Before
construction, following the example of Istanbul Hilton, the
hotel was leased to Herr Max Billing, owner and operator of the

Grand Hotel Continental of Munich. The initial cost of

construction was estimated to be around 11 million liras. However‘
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the actual cost exceeded 90 million liras. The vast difference
" has been attributed to three things: (1) the project was
organized in a poor manner, (2) the devaluation of 1958 increased
~ the cost of imporfed facilities three fold, (3) the construction
period was longer than planned.,

The poorness of the initial estimate reveals itself by
comparison with the cost of construction of Istanbul Hilton.

The first part of Hilton had cost 35,5 million liras when the
project was in blue print., A&t least a similar cost should have
been estimated for Biiyilk Efes, The cost of imported equipment
and facilities reached 21,5 million 11ras.l3 The devaluation
of 1958 automatically increased the cost by 14 million liras.
The 1960 revolution administration held up the public investment
for review. The delay increased the cost of fixed commitments
such as interest expenses and salariles,

The contract with Billing guaranteed a return of 4 percent
on investment, The lower limit of 1lability was fixed around
400,000 liras assuming the validity of the projected cost. The
higher limit of rental was set at 10 percent of the gross
operating revenue, which was estimated at 14 million liras. The
ex post conditions brought the lower limit of 1iability to around
3.6 million liras per year. In fact the lower limit of liability

became the upper one.

13
Turizm Uzel Intisas Komisyonu Raporu, (&nkara: Devlet Plen-
. lama Teskllati, 1966), p.F83
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The change in conditions forced a reconsideration of these points]
£ satisfactory compromise could not be reached, and four months
after the start of operations the contract between the Billing
firm and the Turkish Pension's Fund was terminated.

The Pension's Fund was obliged to operate the hotel on its
own account. The hotel was operating, and it had to continue;
in addition, there was no other interested party to take over
the hotel under favorable conditions. The Fund had the
controling shares of the Emek Construction Corporation. The
firm has speclalized in frame construction and devoted its
operations to the orders of the'Pension Fund. The firm
commissions other firms in completing special requirements, The
Hilton annex, the Grand hotels of Tarabya and Ankera have been
some of the responsibilities transfered to the firm., The Fund
could not operate the hotel under 1ts jurisdiction because of
the simple reason that salaries of Fund employees were fixed
by the public law. The top salary given to a state officer
would not induce a cook to work, The foundation articles of
the Construction firm were changed in 1964 to cover many
activities, The Grand Hotel Ephesus has been operated by this
Corporation since late 196k,

The other hotel that 1s operated by the same corporation
is the Bursa Gellk Palas Hotel. Unlike the other hotels this
one was not originally built by the construction firm affiliated
with the Pension Fund. It was sold to the Pension Fund for
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22,5 million liras in late 1964, Previously, it was privately
owned.

The two hotels are leased by the Pension Fund for a rental
equal to 95 percent of the net income., This 1s a hligh require~
ment, The Fund 1s interested in getting as high a return as
possible from its affiliate for two reasonsg: (1) a lower return
will let the other stock owners participate in the earnings
from the operations of the hotel, (2) the firm may use the
funds less carefully.

B. SERVICES AND FACILITIES

"In addition to furnishing food and lodging to its guests,
a modern hotel provides many luxuries of urban living, all under

one roof"lh

The guest can frequently have a sult pressed or
clothing laundered, telephone frlends, have his halr cut or his
shoes cleaned, and arrange transportation without leaving the
hotel. Depending upon size hotels offer an even wider variety
of facilities, such as gift shops, beauty parlors and ticket
agencies. Other facilities such as tennls courts, swimming
pools, touring cars, playing rooms, and garage service are
also offered, These facilitles may occasionally be without
specific charge, but generally théy are operated on a fee or

rental basis.

1%Ernest Horwarth, Louls Toth, and John Lesure, Hotel
Becounting (New York: The Ronald Press Company, 1§6§5, Pe3e
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0f course, no one expects to find all of these conveniences
in every hotel. Each establishment decides what services should
be provided, based upon public demand and class of patronage.
Some of the services may not be under the direct control of the
hotel management. For example, gift shops, city tours, and
barber shops are usually provided by specialized firms that
rent space from the hotel, The departments leased by the hotel
are referred to as concessions., The concessionaries operate-
these departments entirely independent of the hotel's management
supervision, so long as they conform to its policies. Rarely do
they pay the hotel a certaln part of the sales, but it is
customary to agree on a fixed compensation %o the hotel.

Some of the extra services, such as music broadcasting, is
rendered directly by the hotel free of charge to its guests,
Other services are rendered for extra compensation. Telephone
service is an example. The charge for extra services covgr
their costs and contribute to the net income of the hotel.
uEven though most of these extra.services produce lincome, they
cannot be viewed in the same light as the selling departments
of a department store which, within certain limitations, can be
developed or discontinued quite independently of other depart-
ments. The principal business of the hotel is the furnishing

of lodging and food, and the extra services are merely necessary

adjuncts. Nor 1is the income from them essential to the success

of the average hotel, except in the case of rent from stores,
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which often reduces the carrying charges of the building...
Klthough a substantial amount of wine and liquor sales may
contribute materially to the hotel's income, the financial
success of a hotel is in proportion to its success in filling

15

its guest rooms.%

The departments that make up a hotel organization may be
divided into two categories: (1) those that produce revenue
directly, and (2) those that do not produce revenue directly.
The first group covers the two major revenue~producing deparf-
ments, rooms and restaurant, and minor departments, such as
telephone, news stand, valet, porter, barber shop, and others.
The second group consists of only two main departments:
accounting and engineering. The later is responsible for the
heating and power, as well as the maintenance of building and
equipment.

The accounting department provides information about the
business by collecting, summarizing, analyzing, and reporting
the relevant data. In addition to the objective of giving
information to the parties outside the business, 1t also
provides information to the management. Because of the nature
of the business hotel accounting has special problems. "There is
hardly any other business in which the amount involved in each

individiual transaction is so small and where these transactions,

15
Ibid., pPe e
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cash or credit, follow each other with such rapidity. & guest
may arrive and take a room, have his baggage delivered, use the
telephone and valet service, have his meal, ;end a telegran,
purchase clgars, all within 1little more than an hour... £11
this must be done with such rapidity that the account is up
to the minmute, day or night, for the guest may ask for his
bill at any moment and leave the hotel.“l6
Lstanbul Hilton., Istanbul Hilton operates ten revenue
departments. They ares room, food, beverage, telephone, dry.
cleaning, guest laundry, barber, transportation, sports and
flower departments, Before 1966 a beauty parlor was under
operation, but due to the financial burden it has been left
to a concessionaire., The relative contribution of wvarious
departments to gross operating income is shown in the

following schedule:

16
Ibidt’ pt 7.
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Departments Percent of Gross Operating Income

1963 196+ 1965 1966
Roon 69.8  73.5 76.5 72.6
Food 6.k 3.6 L,0 5.0
Bevarage 16.0 14,0 12.2 13.0
Telephone .07 (14) (.1) (.08)
Dry Cleaning 2.5 2ot 1.7 2,1
Guest Laundry .9 9 .76 9
Barber 75 6 .5 -43
Beauty Parlor 6 .36 Ol -
Transportation o1 .08 (.09) .01k
Flower Shop 075 ol2 8 .13
Other Income 2.7 3.25 35k 4,0

It will be seen that the rooms department is the most
important contrlibuter to gross operating income, followed by the
bevarage and food departments.
92.2, 91.1, 92.7, 90.6 percent of gross operating income for the
years 1963 to 1966, respectively.
dry cleaning, laundry and barber are important departments. The
constituents of the Other Income are rentals from conference
rooms, showcases, commissions from foreign exchange, interest
earned and other items. In 1966 646,384 liras were reported

under Other Income; the share of the constituents are:

Together they accounted for

Kmong the minor departments




THESIS

ROBERT COLLEGE GRADUATE SCHOOL

BEBEK, 1STANBUL PAGE 149
Rentals 200,996
Showecases 250,600
Sundry 194,788
Comission on Foreign Exchange 38,788
Interest Earned 141,081
Others 14,919

The departments that have negative balances are led by the
telephone department, Occasionally, transportation vehicles -
offered to the service of guests accompany the telephone de-
partment. The first one suffers loss because of high fixed
costs, Transportation facilities are in the red, if enough
calls are not made to cover the fixed expenses.

The operations of Istanbul Hilton for the last four years

can be summarized in terms of net sales.

Year Percent of Net Sales
Cost of Payroll + Other Gross House Net
Net Sales Sales  Related Ex. Ex. Profit Profit
1963 100 16.7 24, 84 26,9 3l.6 6.23
196% 100 15.87 29.8 27.6 27.09 5427
1965 100 16,08 29.0k 25.62 28,99 5e6
1966 100 16,18 28.0 24,38 31.48 6.19

The return to net sales has varled between 5.2 and 6,23 percents.,
Since 1964 there has been an improvement in relative profits in
terms of net sales, although they have not reached the level of
1963.
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The cost of sales has been quite stable around 16 percent.
Declines in payroll and other expenses have ylelded higher gross
house profits,

The 1966 operations of the departments are analyzed in the
following pages. The room department has yielded the highest
profit, 80.23 percent of the net sales. The major expenses
applied to the departmenf are the payroll expenses, salarles
and wages., The provision for replacement of china, glassware,
and linens amount to 235,827 liras ( 15,479,427 x 0,0152 ).

In the food department the cost of goods sold 1s around
38 percent of the revenues, &Klong with salaries and payroll
taxes music snd entertainment is an important expense item.

The departmental profit is 8.78 percent of sales,

The Beverage department has a profit of 53.41 percent of
sales, Cost of beverage sold is about 1/5 of the sales price.
Music and entertainment is the leading expense item, correspond-
ing to 488,000 liras,

The telephone department is in the red. First of all, cost
of calls is high, 63 percent of the revenues. Secondly, the
fixed costs like salaries, payroll taxes and others approach
40 percent of the sales.

The valet department presses guests! clothing. The
performance of the department is satisfactory. The guest
laundry provides 40 percent of its sales as profits.

The barber shop has a profit margin of 42,94 percent of

sales. The major expense item is salaries and wages.
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Fuel expenditure is the leading item of transportation
facilities. This may be attributed psrtially to the Cadillacs.
The department loss is around 7 percent of the revenues.

Next to the rooms department the swimming pool and sports
have the highest profit percentage. The 74.39 percent return is
matched with expenses of 25,61 percent, of which salaries and
vages 1s around 2/3 of the expenses.

The profitability of the flower shop is 31.33 percent of
sales. On the other hand, the cost of flowers is equal to 1/3
of the sales price.

The undistributed operating expense covers: administartive
and general, payroll taxes and employee relations, advertilsing,
promotion, heat-light-power, and repairs and maintenance. In the
last four years the edministartive and gerneral expenses show
inereases. They have jumped from 1,583,818 to 2,236,214 liras
which is 4l1.1 percent higher. Heat-light-power and repairs
and maintenance costs both show an upward trend. Advertising
and promotion expenses show irregular fluctuations, Within the
last four years the highest advertising occured in 1965.

In 1964+ promotion activities were at their peak,

The shop rentals contributed 229,000 liras in 1963, and
in three years they have improved by 42,000 liras. The increases
are due to rental adjustments after the termination of contracts.

The provision for depreciation of leasehold improvements

has increased to 34,503 from 7,375 liras in 1966, The rent
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that 1s given to the lessor, the Pensions Fund, amounts to
66 2/3 percent of the gross operating income before rent, The
other one third of the gross profit after interest expenses,
instltution and income taxes is left to the operators of Istan-
bul Hilton.

It will be worth while to examine the rooms department which
has a heavy welght in the success of the hotels. In the
- preceding discussion the construction of the annex was mentioned.
The original number of rooms of Istanbul Hilton was limited teo
277. In 1965 additions from Part of the annex increased the
number to 361. Since 1966 the capacity has been 417 rooms,

Statistics
163 % 196+ % 1965 & 1966 %

Number of
Rooms
Kvailable per
vear T 99,779 98,097 134,377 152,205
Number of
Rooms
So0ld per Year 88,327 88.52 81,910 83.5 101,214 75,32 109,107 71,

harged
Booms C° 755 06 877 .89 1,067 .79 1,405

Rooms Occupied
by the Adminis.1,926 1.93 2,176 2.22 2,458 1.83 2,111 1,

ied .
ggg;gup © 8,771 8,79 13,13% 13.39 29,638 23.06 39,582 26|

€

"0

;
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Before the additions to the rooms the occupancy rates were
above 80 percent. The additional rooms have lowered the rate to
75.32 and 71.68., The revenue per room has been 116.68, 128.1k4,
132.0% and 141.87 liras for the respective years,
quests staying in the hotel were 125,078, 118,529, 151,989 and
163,355 in this period. The revenue per guest has been 82,4,
88.55, 88,51, and 9%.76 liras. The amount of revenue per room
can be attrlbuted to the occupancy of different types of rooms
and to price increases. The percentage of the rooms with twin-
beds to the number of rooms sold has been 4l.61, 4,71, 49.18
and 47.72. The increased revenué per room for 1964 can be
attributed to price adjustments and more use of twin-bed rooms.
The 1965 increase is the result of the mix in favor of twin-bed
rooms, The 1966 increase is due to price adjustments.

The rate of occupancy per month follows the general tourist
inflow. The hotel has higher occupancy rates for the period
covered from Bpril to October. The nationality of the indlividuals
who have resided in Istanbul Hilton shows the following picture:

Nationality Percentage of Individuals
1963 log 1965
Emerican 63.22 56,15 56.11
Turk 592 6421 6.60
German 8.149 5,10 1.29
British 347 5.60 4,79
Dutch 2,31 4,26 4.37

The number of
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Nationality Percentage of Individuals (Cont'd.)
1963 196k 1963
Sweden Ol .05 3.71
Italy 1.83 2433 3.07
Lebanon 1.41 245k 1.88
Swiss .75 1.54% 1.38
Israel .80 1.19 1.31
Mexico 296 +91 1.00
Canada 7 .75 .88 1.01
Others 11.25 12,24 13,48
Tndividals O 48,200 - 43,080 50,260

It can be said that the hotel is patroned mainly by foreigners,
who account for 9%4.08, 93.79, and 93.4t percent of the total
guests from 1963 to 1965, AKmong the foreigners, American
citizens have the dominating share, followed by German, British,
French and Dutch.

During the period 1955«59, 30 percent of the guests arranged
reservations by themselves., In 1966, this ratio has fallen to
22 percent. Group arrangements are advantageous in cost saving
and in offering orderly tours., But individual autonomy is lost.

The Grand Hotel Ephegus. Departments operated by this
hotel are: room, food, beverage, laundry and dry cleaning,
swimming pool, and telephone. The return on sales has been

improving each year.
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Years Percent of Sales

Gross Personnel Cost of
Sales Expenses Goods Sold Expenses Profit

1964

(Since Octo) 100 51.1 26.2
1965 100 30,2 19.4
1966 100 30,7 2143

Other

277 (5.0)
49.5 0.9
Mol 3.9

Source: Financial Statements.

The payrocll expenses have been stable over the last two years.

The cost of goods s0ld has increased in contrast with the other

expenses.

The share of the departments in the gross operating income

is presented in the following table:

SHARE OF DEPARTMENTS IN GROSS OPERATING LINCOME

Departments ' 1965
Rooms 73.9
Food | (%,5)
Beverage 12,0
Laundry and Dry Cleaning . 10,3
Telephone (.77}
Swimming Pool k.7
Qthers R

1966

704
(.O4)
9.9

11.8
(«33)
5okt
2.6

Source: Financial Statements.
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ks expected the rooms department makes the major contribution to
gross operating income. The laundry and dry cleaning department
shates second place with the beverage section, which is
normally second., The food department has a negative balance,

but it has been decreased significantly. The telephone de-
partment operates at a slight loss. The swimming pool contributed
more in 1966 because of favorable weather conditions.

Undistributed operating expenses accounted for 43.8 percent
of the total expénses in 1965. The ratio has been lowered to
42,3 in 1966.

Bn analysis of the departments for 1966 will follow. The
roomsdepartment has operated with a profit margin of 75.8.

The main expense item for this department is laundry. In the
food department the cost of food sold 1s around 41 percent of
the revenues, Salaries and wages, music and entertainment are
the leading expenses. This department as a whole operates at a
iloss,

The cost of beverage sold is equal to 1A+ the sales price.
Music and entertainment is around 18 percent of sales, Similar
to the room department, a charge has been made for the replacemert
of china, glass and silver ware. The department profit of
35 percent is the fourth highest.

Laundry and dry cleaning 1s the second Important department
in terms of magnitude and third in relative contribution. The

cogt of laundry is low and equal to 7 percent of the sales value.
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However, the salaries and wages, depreciation and other expenses
lower the department profit to 56 percent. In addition to
meeting the demands of the hotel and guests orders from
outsiders are accepted,

The departmental loss of telephones is ahbove 5 percent of
sales. The fixed commitments like cost of calls and salaries
make up 97 percent of the sales,

The swimming pool has the highest ratio of profits to sales
with its 89 percent. The only me jor expense item is salaries
and wages,

The net profit on sales haé been negligible. The rate was
.04 percent in 1963, and in the subsequent year it was improved
to ,18.

Data on the Rooms Department
1966  Percent 1965  Percent

Rooms Kvallable

per Year 107,980 100 108,356 100
Rooms Sold 51,263 47,37 55,684 51.27
Free of Charge 1,416 1.32 1,826 1.57
Used by Bdministra. 1,237 1.1+ 899 .83
Under Revision 1,847 1.61 843 .76
Empty Rooms - 52,552 48,56 149,706 45,57
Number of Guests Days86,075 96,734
Guests per Day 236 265
Revenue per Room 87.8 liras 77.7 liras
Revenue per Guest 52,3 M We7 o

Source: Financlal Reggrts
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The occupancy rate of rooms shows deterioration. The fall
;s partially explained by the opening of a guest hotel catering
to NATO personnel, There is, however, an improvement in the
revenue per room. This is explained by the decision to abolish
lower rates for rooms viewing the rear of the hotel. That is,
price differentiation based upon the view of the rooms has been
ruled out. The increase in revenues has also improved the
revenue per guest,

In 1966 the hotel registered 25,860 guests. Turks accounted
for - 49.48 percent of the total. AKmong foreigners the share
of Zmerican and Swedish guests were 19.74% and 6.36 percent,‘
respectively.

Bursz ¢elik Palas Hotel. The Cellk Palas Hotel has not been
financially successful. The operations of two years indicate
that only the rooms department has been profitable. In 1965
beverages and in 1966 the play room have yielded favorable
balances, Other departments, food, night elub, bath, laundry,
and telephone have been in the fed. In this case all of the
operating income comes from the revenues of the rooms department.
The undistributed expenses of 1965 and 1966 were 45.7 and
36 percent of gross operating lncome. The loss for 1965 was
more than 300,000 liras. This was increased by another 17,000
liras in the following year. However, the ratio of loss to

sales has decreagsed from 13 to 9 percent.
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Data on Rooms Departments

1966

Number of Rooms ABvailable

Rooms Occupied by Guests

Rooms Occupied Free of Charge
Rooms Occupied by ABdministration
Rooms under Revision

Rooms Unoccupled

Percent

48,910 100.00
27 14l 55,50
1,964 3.89
1,896 3.88
%95 1.01
17,471 39.72

Source: Financial Statements

The occupancy rate of 43,4 percent for 1965 was increased
by 12.1 percent in 1966, In 1966 47,546 guests were accommodated
The patronage of Turks has been ﬁore than 77 percent, The foreign

guests had 22,86 percent of the total.

German, French, and Italian guests have been respectively: 5.49,

3.71, 3.28, and 2 percent.

Data on Operations of 1966

Total Sales 3,378,150
Cost of Sales 801,207
Salaries and Wages 567,486
Music 299,078

Profit of Departments 872,196
Other Revenues 35,3

The shares of American,

100,00%
23472
16,80

8.85
25,82
1.05
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Data on Operations of 1966 (continued)

Gross Operating Profit 907, 541 26,87
General and Administrative

Expenses 1,244,881 36.26
Net loss 317,240 9.39

Source: Financial Statements

General and administartive expenses are the largest
expense item, followed by cost of goods sold, salaries and |
wages, and musie. In the following page the departments are
analyzed for 1966 operations.

The rooms department has the highest rate of profit
( 74,81% ). The important charges of the department are
salarles and wages, laundry and depreciation. The food de=-
partment 1s unprofitable, primarily because of the high cost of
goods sold. Music and entertainment expenses constitute the
second important ltem. It is disappointing to see a convention-
ally profitable department operating at a loss. One reason for
the loss is related to the expenses covered under Employee
Relations. In 1966 the hotel reconsidered employee standards
and agreed to dismiss some of the undesirable employees. They
were compensated for the dismissal, and each department 1s
charged according to its share in the compensation paid.

The operations of the night club covers the perlod after

October 15, Fixed commitments on music and entertainment have
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been the prime reason for incurring loss. The participation of
the inhabitants of Bursa is limited to the week-ends and
holidays. The youth has been indifferent to the price-reduced
afternoon teas.

Summary. A&nalysis of the operations of the three hotels
show the contribution of various departments to operating income.
In all cases the rooms department is the leading item. TFor
hotels under 400 rooms with an assumed occupancy rate it is
expected to have a departmental profit of 87 percent. The hotel#
under review have been under this target because of the lower
occupancy rate. In Istanbul Hiiton and the Grand Hotel Ephesus
the patrons are forelgners, The same thing has been experlenced
in the Divan Hotel. A&mong the fqreigners the share of the
American guests has been outstanding. They are followed by the
nationals of Europe. The Gelik Palas is dominated by Turkish
guests, The occupancy rates of the hotels, with the exception
of the Hilton, have been low,

In case of the Grand Hotel Ephesus a decline is observed.
This is attributed to the following factors: (1) The pumber of
foreigners coming to Izmir area is not sufficient, Among those

who happen to come it is rare to find wealthy tourists who can

afford to spend more than $.8 on boarding. The middle class
tourists are inclined to spend § 5 for food and accommodations,
(2) the hotel is far away from the sea and those who want %o

benefit from the sea are forced to go to other spots. This is
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a disadvantage for all of the Izmir hotels because it is
impossible to enjoy the lzmir Bay. (3) The number of sihgle=-bed
rooms is 101, and they cannot be converted into double-bed
rooms, In case of demand pressure as in the Fair Period, many
couples are disappointed.

Usnally the Beverage department is the second important
contributor to operating income. Beverages usually have a high
mark up.

‘ The food department makes modest or no contribution to the
income. The explaination can be summarized: (1)the market cost
of goods showsmarked seasonal fluctuations and the listed prices
are not changed often., Furthermore, the trend in the cost of
goods 1is upward. (2) the processing interval is costly, because
many parties are involved., Utility expenses are considered high.
Lack of supervision creates more spoilage and waste,

The number of departments operated is not limited. Emong
the basic departments are telephone and laundry. The first one
is not operated with the intent.of proflt making., The second
one can become a major source of profit, as in the case of the
Grand Hotel Ephesus. Swimming pools or baths with a pool are
provided by the hotels., In addition to hotel customers the
local people also use the facilities. They make fair
contributions to the operating income. Among the special de-
partments operated the play room, flower shop and transportation

facilities can be mentioned. The success of these departments
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depend upon their connection with outsiders., For instance, the
pastry shop of the Divan Hotel is next to the main avenue. The
shop 1s among the wain revenue departments. & similar shop
operated by the Grand Hotel Tarabya has not achieved 2 similar
performance, for most of the months that corner of Istantul is
deserted,

In 1966 receipts from tourists in terms of forelgn currency
was § 13,759,000, The shares of Istanbul Hilton and the Grand
Hotel are $ 2,069,525 and § 14l+,000; they contribute 16 percent
of the total.

Bursa is well known for ité springs that help cure
rheumatism. Hotels there must operate a bath with the naturally
warm water. The department shows_loss because of the
compensation paid to the previous employees. The same thing
is true for the laundry department. |

The telephone department has a high cost of calls and
fixed commitments which together result in an unfavorable
balance.

The play room 1s a newly operated section and has a profit
rate of 71.32 percent,
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istanbul Hilten
Profit and lLoss Statements
For the Years Ending December 31, 1963, 1964, 1965, 1966
1963
Operated Departments: Net Revenue
?0028 8,672,536
00 797,717
Telephons b2
n
Dry Cleaning 310:293
Guest Laundry 113,359
Barber 90,821
Beauty Parlor 72:937
Transportatien 12,694
Sport Fields 215,021
Flower Shop 9,444
Total 12,075,844
Other Income 346,191
Gross Operating Profit 12,422,036
Undistribunted Qperating Expenses:

Administrative and General 1,583,818
Payroll Taxes and Employee Relations -
Advertising 231,495
Promotion 196,023
Heat, Light and Power 1,936,890
Repairs and Maintenance 1,100,248
Total 5,042,477
GROSS OFERATING INCOKE 1,379,558
Shop Rentals 229,000
GROSS OPERATING INCOME AFTER SHOP RENTALS 7,608,558
Vacation pay for Workers 553,018
GROSS OPERATING INCOME EEFORE RENEWALS 7,055,540
Provision for Renewals 382,155
GROSS OPERATING INCOME BEFORE IMPROVEMENT DEFRECIATION 6,672,784
Depreciation for Improvement 1,375
GROSS OPERATING INCOME BEFORE RENT 6,665,408
Rent 4,443,605

GROSS OPFRATING INCOME HEFORE INTEREST EXPENSE 2,321.80
Interest Expense 57,049
NET PROUFIT BEFORE INCOME AND INSTITUTION TAXES 2,278,851
Provision for Institution Tax 456,600
NET TROFIT BEFORE INCOME TAX 1,322,251
Income Tax __ 365,280
NET FROFLIT 1,456,871

Source: Financial Statements of Istanbul Hilton.

Note: Totals may be incerrect because of rounding.
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_Exhibit 2
Istanbul Hilten
Analvseis of Departments for 1966
1964 1965 1968
Net Revenue Net Bevenue Jiet Bevenue Rooms
D ———— e B‘ .
8,568,432 10,999,276 12,419,684 partment:
417, 404 487,726 844,796 ‘
1,616,503 1,737,021 2,179,013 Net Reveaue 100%

(16,064) (14,170) (15,657) Expenses:

280, 445 244,744 357,59 ]

104,334 118,681 153,293 Salaries and wages 3.49%
69,148 73,200 72,993 Payrell Taxes 4.68%
38,711 4,550 - Employee lieals 1.53%

9,089 (12,728) (2,619) Laundry 1,05%

160,315 174,223 212,818 g;?vislo; for Replacement of:

14,369 11,571 21,345 ina, Glassware and linen 1.52%
[o—1 4 AN [EERSEN X5 AN ) JRENS. - B}
‘11,280,602 18,734,108 16,243,278 Other expenses Total Ex 1;.325

380, 450 509,156 646,384 o%a penses %

PUPR LA X By i a4
11,662,142 14,243,265 15,889,663 Departmental profit . 80.23%
1,837,606 2,085,891 2,236,214 Food Department:

357,131 371,975 345,894 Net Revenue 100%

292,157 237,321 198,511 . '

1,778,776 2,082,077 2,375,879 Sont of Soods Seld 51, 40%
1,209,565 1,474,859 1,679,398 ¢ss: Imployee Meals 12,94%
5,478,263 6,252,126 6,835,698 Cost of Goods Seld 38.46%
Greoss Profit 681.549
6,188,908 7,991,139 10,053,964 Sundry Income 1.29%
241, 000 242,750 271,000 Total Gross Profit 62,83%
6,249,905 8,233,889 10, 324,964 x .
penses;
~ 1,044,172 1,031,059
6,249,905 7,189,716 9,293,904 Salaries and Wages 17.76%
956,889 - - Yayroll Taxes and Emp. Relations 10.60%
5,473,015 7,189,716 9,293,904 Employee leals 6.31%
7,375 7,375 34,503 Fuel .95%
5,465,641 7,182,340 9,289, 401 Laundry . 80%
3,643,752 4,788,227 6,172,934 Dry Cleaning .01%
64,700 72.437 14,367 usic an nyvertainmen .

1,886,580 2,466,551 3, 100, 834 Provisien for Replacement of: Linen, China
381,000 497. 800 623,570 Glass and Silverware 3.35¢%
17382.333 1,988,751 2,477,264 Others 6.93%
398,2 498, 860 Total Expenses 54.05
»200, 780 1,570,511 1,978,404 ? ¥
Deparimental Profit 8.78%
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istanbul Hilten
Analysis of Departanets for 1966

Bovera‘e Department:

Net Revenne 100%
Cost of Beverage Sold 21,49%
Groass Profit 78.51%
Sundry Income .1
Gross Prefit 78.61%
Expenses:
Salaries and Wage: 3.66%
Payroll Taxes and Eup, Relations 3.88%
Fuployee lieals 1.59%
Licenses and Inspections .90%
Music and Entertainmnent 11.96%
Provisien for Replacement of Glasaware 1.88%
Others 1.33%
Tetal Expenses 25.20%
Departmental Profit | 53.41%
Telephone Department:
Net Revenue 100%
Cost of Calls 63.14%
Gross Prefit 36.86%
Expenses:
Salaries and Wages 26, 46%
Payroll Taxes and Fmp. Relations 7.64%
Others 5.61%
Total Expenses 39.71%
Departmential Loss ‘ 2,89%
Valei Department:
Net Revenue 100%
Expenses:
Salaries and Wages 19,86%
Payrell Taxes and Emp, Relations 6.36%
Others 9.92%
Less: Empleyee's Valet 4.657
Teial “xpenses 31.99%%

Departmental Profit

68.01%
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fatanbul Hilton

—

Analysis of Departments for 1968

Guest Laundry:

Net Revenue 100%
Cost ef Laundry 59,84%
Departmental Profit 40, 16%
Barber Shop:
| ‘Net Revenue l100%
Expenses:
Salaries and Wages 33.19%
Payroll Taxes and Fmp. Relations 9.72%
Others 14,15%
Total Expenses 57.06%
Departmental Profit 42.94%
Transportation:
Net Revenue 100%
Expenges: '
Payrell Taxes and Emp. Relations 24.00%
Employee Meals 10.00%
Fuel 56.00%
Others 17.00%
Deparimental lLoss 7.00%
Swimming Pool and Sporis Area;
Net Revenue 100%
Expenses:
Salaries and Wages 14.13%
Payroll Taxes and Empleyee Relations 4.11%
Others T.37%
Total Expenses 25.61%
Pepertmental Profit ‘ : 74.39%
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fstanbul Hilton

Analysis of Departments for 1966

—

Flower Shop:

Net Revenue ‘ . 100%
Cost of Sales :
Gross Profit

Expenses:

Salaries and Wages

Payroil Taxes and Fmployee Relations
Others

Total Expenses
Deparimental Profit

33.567
66 . 44%

24,194
7.75¢
3.174

35,114

31.33%
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Exhibit 3
Grand Hotel Ephesus
Profit and loss Statements
For the Years Ended December 31, 1965 and 1966
1965 1966

Net Revenue Net Revenue
Operated Deparimenis:
Re oms 3,459,578 3,414,348
Food (211,438) (2,175)
Beverages 561,825 483,476
Laundry and Dry Cleaning 483,939 574,749
Swimning Pool 222,459 265,463
Telephene 36,387 15,749
TOTAL 4,477,983 4,720,013
Other Income 204,109 __127,666
GROSS OPERATING INCGME 4,682,002 4,847,680
UNDISTRIBUTED OPERATING EXPENSES:
Administirative and Genmeral 1,274,021 3,409,929
Heat, Light and Fower 759,472 187,073
Berpairs and Maintenance 229,691 374,634
Advertising 23v,029 187,2371
Insurance Premium 354,408 -4
Fund for Replacement of Equipment 385,756 -
Fund for Replacementi of Furniture 851,633 -3
NET INCOME BEFORE RENY 103,024 428,066
Rent 407,613
RET PROFIT 5,151 21,453

Source: Financial Statements of the Hotel,

1

Starting in 1966 the Fund will take over ihe insurance premium,

2
éThey have been charged to various departments.

The depreciation expense for furniture (851,000) is included

under Administrative Expense.




THESIS

ROBERT COLLEGE GRADUATE SCHOOL ’
BEBEK, ISTANBUL PAGE 70

Exhibit 4
Grand Hotel Ephesus

Analysis of Departments for 1984

Rooms Department:

Net Revenue 100%
Expenses:

Salaries and Wages 6.6%
Employee Meals 2,2%
Lanndry - T.56%

- Provision for Replacement of China

Glassware and Linen 4,3%
Others 3. 6’
: Total Expenses 24.2%
Deparimental Prefit 78.8%
Food Department:
Net Revenue ' 100%
Cost of Goeds Sold 49.0%
Less: Empleyee Leals 7.8%
Gross Profit 58.8%
Expenses:
Salaries and Wages - 20.0%
Employee Meals 3.0%
Social Insurance , 2.9%
Music and Entertainment 14.2%
Others 18,8%
Deparimengal Loss +05%
Beverage Qgp;rf-ent:
Net Revenue : 100%

t of Beverage Sold - 256,00%
g;:ss’ProI{t £ 75.00%
Expenses:

Salaries and Wages 5.00%
Employee Meals 3.40%
Music and Entertainment 18.00%
Provision for Replacement of Glassware 4

.62{
Othera 4. 00
Total Expenses  40.00%

De partmental Profit 35.00%
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Laundry:
& Net Revenue 100%
Cost of Laundry 7.04
Groas Profit 93.0%
Expensges:
Salaries and Wages 25.0%
Employee Meals 3.0¢%
Provision for Replacement 4.0%
Others 5.0%
Tetal Expenses 37.0%
Deparimental Prefit 56, 0%
Teleplione:
Net Revenue 100%
Cost of Calls 70.0%
Gross Profit 30.0%
Expenses:
Salaries and Wages 27.0%
Fmpleyee Meals 1.5%
Others 6.6%
Tetal Expenses 35.1%
Departmental Loas ' 5.1%
Swimming Peol:
Nei Revenue 100%
Expenses;
Salaries and Wages 7.0%
Others 4.0%
Total Expenses 11.0%

Departmental Profit

89.0%
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Exhibit 5
Celik Palas Hotel
Proefit and Loss Statement
For tlie Years Inded Décember 31, 1965 and 1966
1965 1966
fperated Depertments: Net Revenue  Net Revenue
Rooms 826,695 1,025,339
" Food (61,249) (44,099)
Beverages 10, 949 {12,265)
Bath (3,042) (14,536)
Night Club - (30,327)
Laundry (10,141) (28,570)
Telephone , (23,060) (35,399)
Play Reom - 12,054
TOTAL | ' 742,151 872,196
Gther Income 43,5517 35,344
GROSS OPERATING INCOME 785,708 907,541
UNDISTRIBUTED OPERATING EXPENSES 1,086,483 1,224,881
NET LOSS | 300,775 317,340

Source: Financial Statements of Celik Palas Hotel,
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Exhibit 6
Celik Talas Hotel
Analysis of Departments for 1966

Booms Depariment:

Nét Revenue

100%
Expenses:
Salaries and Wages 4.94%
Employee Relations 4.57%
Eapioyee lMeals 1.87%
Laundry 5.84%
Provision for Replacemeat 5.54%
Others 2,43%
Total Expenses 25.19%
Departmental Profit 74.81%
Fogd Department: .
| Net Revenue - 100%
Expensges:
Cost of Goods Sold 47,24%
Salaries and Wages 19.90%
Fuployee Relatione 7.27%
Empleyee Meals 2.99%
Laundry 3.22%
Musie¢ and Entertainment 12.52%
Others 10.23%
Total Expenses 103.37%
Departmental Loss 3.37%
Beverage Depariment:
| Yet Revenue 100%
Expenses:
Cost of Beverage Sold 34.63%
Salaries and Wages 24.87%
Employee Relations 8.40%
Baployee Meals 3.64%
Laundry 4,00%
¥usie and Entertainment 14.07%
Others 13,33%
. Total Expenses 103.34%
Departmentai lLess 3.34%
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Celik pPalas Hotel
Analysis of Departments fer 1966

Night Club:

Net Revenue 100%
Expenses:
Salaries and Wages 1.28%
Music and Entertainment 115.57%
Cost of Beverages 19.98%
Others 4.09%
To tal Expenses 141.92%
Deparimental Loss 41.92%
Bath:
Net Revenne 100%
Expenges:
Salaries and Wages 66.64%
Empleyee Relations 39.72%
Employee Meals 9.59%
Laundry 29.61%
Others 12.63%
Total Expenses 158.19%
Deparimental Loss 58.19%
Laundry:
Net Revenue 100%
Expenses:
Salaries and Wages 57.37%
Esployee Relations 32,00%
Employee leals 7.94%
Others 20, 75%
Total Expenses 117,76%
Deparimental! loss 7.76%
Telephone:
Net Revenue 100%
Expenses:
Salaries and Wages 41.82%
Cost of Calls 88.64%
Others 30.62%

Departnental Loas

Total Expenses

181,482
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Celik Palas Hotel
Analysis of Departments for 1966

Play Room:
Net Revenue 100%
Cperating Expenses 28.56%

Departmental Profit 71.32%
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CHAPTER IV
RETURN ON INVESTMENT
2, RETURN ON SELECTED HOTELS

In the previous discussions it was mentioned that the con-
struction of Hiltqn and the Grand Hotel Ephesus was financed by
the Pension Fund., The Gelik Palas was purchased by the Fund. In
this Chapter the return on investment in each will be analyzed.

Istanbul Hilton. The hotel cost the Fund 91 million liras.

The share of land is 3.9 million liras. The Fund is responsible
for insuring the building; the insurance cost was 238,000 liras
in 1966, The depreciation charge for the same year has been
1,370,000 liras.

Rent revenue from the hotel was 6,173,000 liras in 1966,
Thus, income to the Fund was 6,173,000 - (1,370,000 + 238,000),
or 4,565,000, Rate of return is income of 4,565,000 divided by
an investment of 91 million. For 1966 the rate of return on
investment was 5.0l percent.,

The annex was not fully available for use during 1965. The
rate of return for 1965 may be misleading. For 1963 and 1964
the amount of investment is estimated to be 40,5 million liras,
of which the value of land is 2,5 million liras, Expenses charged
to the operations by the Fund for 1963 are 760,000 liras for
depreclation and 150,000 liras for Insurance; rental revenues
were 4,444,000, The rate of return for 1963 is 8.7 percent
(4,444 - 910/4+0,5 million). The rate has fallen to 6.7 percent
in 1964 (3,64% - 910 / 40,5 million).
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The American Bccounting 8ssociation has issued a statement
on the accounting of depreciation. "Depreclation reflects the
estimated expiration of the service potentizl of the asset...
Income from ordinary operations should represent, in current
dollars, which in the absence of catastrophic loss or diecovery
of assets, is available for distribution outslde the firm without
contracting the level of its operating capacity. Depreciation
must be based upon the current cost of restoring the service
potential consumed during the period, The measurement problems
are greater in the case of depreciation, however,.the conceptual
need for current cost depreciation. in the determination of income
from ordinary operations cannot be denied.“16

If one complies with this scholarly advice the rates of
return on investment will be lower. In 1963 the cost of con-
structing a similar tuilding is estimated by construction
authorities to be 2,5 times the 1955 cost. That is, the building
could be erected for 95,680,000 million liras in 1963. The
depreciation charges then would be around 1,9 million liras.
Together with insurance expenses they would total 2.05 million
liras. The rate of return would be equal to 2,7 percent
(2.4 m./95.7 m. + the cost of land, 2,5 m.). The 2.% million

is the difference between the current revenue and expenses,

16
"tccounting for Land, Bulldings, and Equipment. Supple-

mentary Statement No.l", The Eccounting Review, 1964+ July, p.696.
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The return for 1966 can be caleculated in the following
manner. The cost of the annex will reflect current replacement
cost. What must be adjusted is the initial cost of construction.
We estimated it to be 95,680,000 liras. The cost of the annex
is 49 million liras. The cost of the uilding comes very close
to 145 m, liras. The cost of land with additional purchases has
been recorded to be 3,8 m. liras, The depreciation charge will
be 3.9 m. { 2% of cost ). Together with the insurance expense
current expenses will be approximately 4.3 liras, The rate of -
return will be equal to 1.2 percent ( 6,173 = 4,300 / 145 m.)

The Grand Hotel Ephesus. The total cost of the hotel was
97,676,280 1liras. The cost of land included in the total is
3.5 million liras., The Fund does not pay for insurance of the
building. Besides, the rents from the shops are channeled to the
share of the Pension Fund. The rate of return for the last two
years has been negative. In 1966 the Fund received 443,000 liras
from the shop rentals and 407,000 liras from the operations of
the hotel, However, the inflow of revenues totaling 850,000
liras is far from matching the depreciation expense of
1,645,000 liras.,

The situation of the Gelik Palas Hotel is similar. The
hotel was purchased for 22,5 million liras and has opersted at
a loss for two years., The depreciation expense of 122,000 liras

is not matched with revenue inflow.
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Bs ALTERNATIVE INVESTMENT POSSIEBILITIES

The proper thing to discuss in this part would be the
actual experiences of various touristic investments. Twenty
questionnajres were sent to various hotels for making comparisons
Only three -Ciragan, Gezi and King- hotels were cooperative in
giving partial answers, The questionnaire is disclosed at the
end of the appendixes. What has been done here is to review

some of the projects that are going to be carried by the Pension
Fund.

Enkara Stad Hotel. The second class hotel entitled to the

certificate of tourism is near completion. The 200 room hotel
is expected to start its operationé by the end of this year., It
is expected that the occupancy rate of the hotel will not be less
than 70 percent. The charge for the single-bed and double=bed
rooms will be 35 and 45 liras. It is assumed that half of the
guests will dine in the hotal restaurant for 10 liras which will
cost 5_liras. Estimated contributions of wvarious departments
are shown in the summary provided on the following page. The
projected rate of return on investment before taxes is 6,7 percen
Magka Hotel., The construction of thls second class hotel
started recently. When it is completed 200 rooms with double=beds
will be available for 60 liras. The rate of occupancy 4is

assumed to be 70 percent. The revenue departments are: rooms,
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food, pastry shop, night club, garage and telephone., Data on
the hotel project are disclosed in the following pages. The ratef
of return on investment is estimated at 9,75 percent. This rate
of return before.taxes should be taken with precaution. The
value of land shown at 982,000 liras is at historical cost. The
value of similar land would be much more.

Fastikli Hotel. This is, also, a second class hotel project

which is 1n process of approval by the State Planning Department.
The hotel will be bullt in Ortakdy, and upon completion will
provide 200 rooms with double-beﬁs. It 1s observed that the
tourist groups come in groups of around 400, and they want to

spend their three week vacations in different places, The Fistik

.

11 Hotel will be the start of a chain. The tourists after stay-
ing a week in Istanbul will be taken to the vacation villages,
(discussed below) on the KRegean cost. After a week they will
have the opportunity of visiting the Antalya region in similar
accommodationfacilities. The dally cost of boarding for a couple
will be 70 liras. In the project the net contritution of the
food and beverage departments are shown. The rate of return on
invesﬁment is calculated to be 7%. The value of land is shown
to be 300,000 which is less than the present value. Using currenﬁ
value decreases the rate of return.

The Legean summer vacation villages and the Rkdeniz Resort
Hotel on the Mediterranean Sea are expected teo have an occupancy
rate of 80 percent. A& couple will be able to stay in the resort
hotel for 65 liras. The vacation village will cost 50 liras per
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couple. In calculating revenues beverages and soft drinks are
reported with their net contribution. The rate of return on the
resort hotel is calculated to be 5.7 percent. The rate of
return on the summer village that can accommodate 800 tourists is
6.3 percent.

Vacatlon villages have the characteristic of catering to
.middle~income class tourlsts., They are usually built along the
sea shores. Tourists come to the villages by chartered planes.
Each bungalow has two beds, bath room and shower, The public

places include restaurant, bar, sport fields, and beach.
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Exhibit 7

Cost of the Preject:

Construction
Installation
Furniture
Preliminary expenses
1land

TOTAL

Expected Revenue: (Net of Expenses)

-

Rooms
Food
Beverage
Laundry
Telephone
Rental

TOTAL

General Expennses:

15,076,000
2,350, 000
3,500,000

794,000
2,310, 735

- 24,010,725

2,058,125
373,150
100,000
(20,000)

804,000

3,185,275

Adminisirative and General 351,500
Advertisment and Promotion 100,000

Heat, light, water
Depreciation

TOTAL

Rate of Return: 3,155,276 - 1,502,500

80, 000
811,000

1,502,500

Projected Rate of Return on Ankara Stad Hetel

T.L.

;1,612,778

24,010,725

24,010, 125

-
.

6.7%

Source: The report prepared by the Fund,
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Exhibit 8
. Projected Rate of Return en _Magka Hetel

Cost of the Project:

Land 982,000
Preliminary expenses 800,000
Construction and Installation 17,094,000
Faraiture 3,700,000
TOTAL 22,576,000 T,L,

Expecied Revenue: (Net of Expenses)

Rooms 2,904,500
Food , 860, 000
Pastry Shep 106,508
Night Club 191,510
Garage 44,285
Telephone : 2,120

TOTAL 4,109,280 T.L.
Expected Expense:

Administrative and General 566,030
Advertisement _ 82,000
Heat, light and power 200,000
Repairs and Maintenance 103,000
Depreciatien 803,000
Insurance 40,000

TOTAL 1,794,030 T.L.
Rate of Return: '

4,109,280 - 1,794,030 : 2,315,250 : 9.75%
22,576,000 . 22,576,000

Source: The report submitied to the Fund,
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Exhibit 9

¢

Projeected Rate of Return op Farstikis Hotel

Cost of the Froject:

Coenstruction

Installatien

Farniture
Preliminary
Land

Others

expenses

TOTAL

Expected Revenne: {Net of Expenses)

Roems ( 200 x 368 x ,7 x 70 T.L. )
Food ( 400 x 365 x .7 x 2.5 T.L. )
Beverage (400 x 365 x .7 x 1 T.L. )

Shep rent
Laundry

Expected Bxpense:

Maintenance and Repairs (19,1 m. x .006) 144,000

TOTAL

Depreciation:

Building

( 9,965 n, x ,02)

Installation ( 7,6 m. x .08)

Farniture
Personnel (
Electricity
VWater
Fuel-eil

Insurance

( 1.'35 e x..ﬂs)
150 x 700 x 12 )

TOTAL

. Rate of Return: 4,085,700 - 2,620,000 : 7%
0, 900, 000

9,965,000
7,600,000
1,935,000
1,000,000
300, 000
100, 000

20,900,000 T.L.

3,660,000
265, 500
102,200

33,000
25,000

4,088,700 T.L.

199,000
456,000
116,000

1,260,000
250, 000

50,000
100, 000
15,000

2,620,000 T.L.
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Exhibit 10
Projected Rate of Return on Akdeniz Resort Hotel
Cest of the Preject:
Censtruction 9,985,000
Installation 7,600,000
Farnituare 1,935,000
Preliminary expenses 1,000,000
Land 300, 000
Allowances 100,000
TOTAL 20,900,000 T.L.
Expected Revenue:
Pension ( 400 x 200 x .8 x 65 T.L. ) 4,160,000
Soft Drinks { 64,000 x .5 x 5 T.L. ) 160,000
Beverage { 64,000 x 2 T.L. ) 128,000
Rental : 30,000
TOTAL - 4,478,000 T.lL.
Expected Expense:
| Food and Beverages 1,600,000
Maintenance { 19,100,000 x .008 ) 114,000
Depreeciation:
~ Building ( 9,965,000 x .02 ) 199,000
Installatien ( 7,600,000 x .06 ) 456,000
Furnitore ( 1,935,000 x .06 ) 116,000
Heat, light and pewer 300,000
Personnel 420,000
Insurance 15,000
_ _ | 3,280,000
Rate of Retura: 478,000 - 3,280 s 5.7%
20,900, 000

Source: The repert submitted te the Fund,
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Exhibit 11
Frojected Rate of Return on Summer Vacation Village
Cost of the Project:
Censtruction 11,510,000
Installation 4,665,000
Farniture 2,225,000
Preliminary expenses 1,000,000
Land 500,000
Allowance 100,000
TOTAL 20,000,000 T.L.
Expected Revenue:
Pension ( 800 x 200 x .8 x 50 T.L, ) 6,400,000
Soft drinke ( 128,000 x .5 x 2.5 T.L. ) 160,000
Beverage ( 128,000 x 1 T.L. ) 128,000
Rental 50,000
TOTAL 6,738,000 T.L.
Expected Expense: |
Feod 3,200,000
Maintenance ( 18,400,000 x .006 ) 184,000
Depreciation:
Buildings { 11,510,000 x .02 ) 230,000
Installatiens ( 4,665,000 x .08 ) 279,000
Farniture { 2,225 x .08 ) ' 133,000
Personnel 840,000
Heat, light and power 580,000
Insurance 100,000
TOTAL 5,466,000 T.L.

Rate of Return: 6,738,000 - 5,466,000 : 6.3%
20, 000, 600

Source: The report submitted to the Fund.
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CHAPTER V
CONCLUSIONS

The recent development of tourism in Turkey has been en-
couraging. In 1965 and 1966 the number of foreign tourists have
increased by more than optimistic expectations. Investments in
infrastructure, offer of touristic credits, provision of wvarious
types of facllities, advertisements, decreased formalities and .
increase of the week-end to two days will make favorable contri-
butions to Turkish tourism. It is_the feeling of the experts
that tourists are bored with Spain, France and Italy. Turkey
with her favorable climate, natural beauty, historical and
cultural attractions can become a favorite vacation country. If
the number of tourists increases 50 percent each year Turkey will
be able to secure more than 400 million dollars. If it is kept
in mind that Turkey's exports fluctuate around 400 miliion
dollar, the contribution of tourism may ease many of the
country!s foreign exchange difficuities.

What should investors interested in tourism consider first?
Should a luxury hotel which appeals to ego satisfaction be pre-
ferred to others possibilities? In the preceding chapter these
questions have been analyzed. It is observed that the public
sector was under the spell of constructing luxury hotels. The
Pension Fund, the most important investor in tourism, ha; been

responsible for the construction of Istanbul Hilton, the Grand

Tarabyz, Ephesus, and Ankara hotels.
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The Gelik Palas Hotel has been added to the line of luxury hotels
through purchase, The operations of the Grand Tarabya and Ankara
have not exceeded a years experience. However, the preliminary
data on the Grand Tarabya Hotel indicates 1t will follow the
footsteps of the Ephesus and Cellk Palas hotels. These two hotels
have been unable to offer a positive return to the Pension Fund.
Their mailn problem is lack of guests, The rooms department which
determines the success or failure of hotels works under its
capacity. The occupancy rates of the two hotels move around
50 percent. The fixed expenses charged to the other departments
make fhem contribute negligible amounts. In these provinces the
domestic population and tourists combined are not sufficient to
support luxury hotels. The managements hope that in the near
future inflow of tourists who can afford more than 180 liras for
accommodations will make the hotels operate with sufficilent
profits.

The operations of the Hilton Hotel have been satisfactory.
The rate of return on investment fluctuates between 5 and 6 per-
cent, &s far as the Pension Chest Fund is concerned this is
about equal to what it can get from time deposits. It can justify
even lower rates of return on grounds of full employment and
contribution to national income.

Blternative investment possibilitles in tourism give rates
on return from a range of 5.7 to 9.75 percent. These are all
projections and may have elements of bias. Most of them assume

that they will be 70 percent occupied at least.
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The operations of Gezi, Cinar, and King hotels have indicated
occupancy rates in excess of 70 percent., These are second and
third class hotels with certificates of tourism. The assumption
on the occupancy rate seems to be valid. Should these second
class hotels and summer villages be preferred to luxury hotels
because of financial considerations? The second class hotels
~seem to yleld a return around 6 percent which may go down to
4e5 = 5-Percent after taxes. Then the return will be quite
close to the Hilton figure.

It is unwise to insist on luxury hotels for several reasons:
(1) the performance of Hilton is the result of years experience
and goodwill, (2) the unfortunate experiences of the other hotels
should be kept in mind. Cities other than Istanbul do not seem
to be able to support & luxury hotel. Even in Istantul market
research is necessary. The place of construction is vital to
the success of operation, (3) the operation of a luxury hotel
requires around 400 skilled personnel, and in Turkey there is
a shortage.

What has been sald thus far has been speculations. But
there is convincing information for preferring the vacation
camps to luxury hotels. & new luxury hotel with 400 rooms will
be constructed in Taksim square. Recently the world famous
hotel operators were asked to give bids for taking the operation
of the new hotel. The three appealing proposals were:s

1. The rent to be paid to the owners will be 75 percent
of the gross operating profit., The term of the contract will be
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20 years, Technical assistance will be offered during the
construction.

2. In case of profit a minimum rent of 8 percent return on
investment will be paid. Two percent of the profits will be
separated for adminlstrative expenses. If there is excess profit
after paying the 8 percent return on investment and the adminis-
trative expenses, 70 percent of it will be channeled to the
owners.

3+ The rent will be equal to 80 percent of the net profit.
For five ygasha minimum rent of 2 percent on 100 million liras
will be guaranteed, The contract will be for 20 years.

Two summer villages are going to be opened this summer. They
will cater to 800 tourists. They have been rented to two well
known operators: the Club Européan de Tourisme and the Club
Mediterrande, The two clubs have guaranteed the minimum rate of
return of 8 percent on the investments. Furthermore, after
50,000 nights of sleep the Pension Fund will receive 90 cents
per night. The clubs have booked their places for 6 months. The
middle class tourists have shown interest in the moderately priced
vacation villages. &ssuming full cepaclty operations for six
months, the participation of the lessor in additional earnings
will be 94,000 nights of sleep x 8.1 liras or 761,400 liras.
Assuming the investment to be 20 million liras, the extra return
is. 3.3 percent (761,400 / 20,000,000)., The gross rate of return
on investment will then be equal to 1l1.3.
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The highest rate of return is offered by the vacation
villages, & minimum 8 percent on investment has been
guaranteed., With additional participation in earnings the
chances of increasing it to 1l percent are high., On the other
hand, no firm guarantee has been given to the luxury hotel
under construction, If the operations turn to be profitable
then 70 or 80 percent of it is offered as rent, The only sound
offer 1s 2 percent return for the first five years taking the
investment wvalue to be 100 million liras,

The most profitable investment opportunity of the present
time is the vacation village., Although the return from a
successful luxury hotel is similar to a modest second class

hotel, the latter is less risky.
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Appendix 1/A

Iravel Exchange Inflew and Qutflews of Varieus Ceuntries
' (im milliens of dellars)

Countrieg Years
19862 1963 1964

Credit Debit Credit Debit Credit Debit
Austria 354 74 423 110 503 118
Belgium and
Luxembourgh 6.8 9 7.9 11.1 B.7 12.1
Canada 862 60d 609 585 662 712
Cyprus 3.5 2,1 4.5 2.9 )| 2.4
France 265 223 28 231 36l 242
Greece 76 21,8 95.4 27,5 90.9 38,6
India 158 121 163 101 23 104
Italy 847,3 123.6 937.6  .182.8 1,035.4 208.7
dapan 48,3 47.9 53.86 . 65.4 62.0 78.2
Netherlands 180 174 213 214 241 265
Pertugal 56 28 79 36 ©127 87
Spain 513 47 679 68 918 66
Turkey 8 18 8 21 8 22
UK : 512 588 827 €76 532 731

Seureei Iaternatiemal Statistics. U.N. Balance of Payments Collection.
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Appendix 1/B

Hotels With and Witheut Tourism Certificate

(In 1864)
Hotels With Hetels Witheut TOTAL
gertif,i_cntg Certificate
Nomber Nusher Nuaber Number Number Number Number Number Number
of of of of of of of of of

Hetels Roems Beds Hotels Rooms BReds Hotels Roems Beds

CLASS
luxury 6 939 1,587 79 2,048 3,579 85 2,987 5,184

First 9 5l 897 886 15,782 31,840 895 16,202 32,737
Seeend 20 1,061 1,699 809 11,777 27,303 919 12,838 29,002
third 63 2,402 4,294 525 5,525 14,176 588 7,926 18,470

Fourth 1 23 45 27 439 1,114 28 462 1,159
Fifth _5 535 _ 878 127 1,200 2,849 132 1,738 3,727

TOTAL 104 5,470 9,400 2,543 36,771 80,879 2,647 42,241 90,279

Source: Ministry ef Teurism and Informatien, Tourism Statistics, p. 68
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Distribution of Domestic Tourists Among Regions in 1964

Regions Tetal Annual Nights Amnual Ocecupancy

and Bed Bed Slept by
Frovince Numb C it ;brelg: bift

[ umber Apac ourists erence ate
1 2 (3) 4 5 [

1, ISTANBUL 15,805 5,768,825 703,626 6,065,199 0%
2. MABMARA 23,713 8,677,145 249,860 8,436,285 30%
3., AEGEAN 11,159 4,073,035 425,730 3,674,308 40%
4, MEDITER-

RANEAN 8,385 3,060,528 183,236 2,877,289 30%
5. INTERIOR :

ANATOLIA 28,1787 10, 499,955 30,000 10, 496,055 0%
6, ANKARA 11,882 4,336,930 115,000 4,221,930 603
7. EASTERN

ANATOLIA 3,908 1,459,270 19,089 1,440,181 30%
8. 8. EASTERN .

ANATOLIA 3,274 1,195,010 17,367 1,177,646 30%
9. FASTERN ,

BLACK SEA 9,286 3,389,390 15,000 3,374,390 30%
TOTAL 116,329 42,460,085 1,749,905 40,710,180 -

Seurce: Turism, Uzel Ihtisas Komisyonu Raperu, p. 443,

Explaination of Celumns:

(2) Total number of beds in the region according te the inventery

taken in 1964,
3) Column 2 x 385.

4) See Appendix 11/U,
8) Celumn 5 x 6/7 x 100.

11) Celumm 10 x 7.
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Average
Nights Slept
By Domestie

10
10
10

| 8

Denestic

354,564
253,088
145,882

137,917

1,256,395
506,632

86,411

70, 659

202,063

8,878, 448

Percent- Number of

age of
Domestic

50%
70%

0%
45%

20%
20

30%

10%

20%

Domestie

Nights | % Dis- Number
. Slept By tribut-
Demestic ion ame

urigt avele euri Teuristis Tourists Regiens
17; isi 19; ' ilo; ills 1125

117,282 1,772,820 19
117,162 1,771,620 19
87,535 878,850 9
58,736 432,565 6
251,279 1,256,395 26
101,326  sps,s3p 11
25,923 129,615 3
28,264 141,320 3
40,413 202,065 4
947,920 7,088,380

ng of
vince
13
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Appendix 11/B
Number of Natienals Departed by Country Visited and Years
(1960-1065)
Ceuntriey Yo ars
' 1960 1981 1962 1963 1964 1965
Afganistan 41 13 10 12 17 10
Argentina 48 48 32 28 68 47
Albania 8 10 10 58 29 156
Austria 437 374 479 386 1,937 3,822
Australia 33 48 19 15 35 1,223
Federal Germany 5,918 4,201 7,830 5,506 60,688 108,251
. Belgium 273 118 282 5,635 9,229 5,476
United States 2,668 2,601 2,976 3,394 3,775 3,571
Braszil 24 32 8 49 22 124
Bulgaria 146 22 185 7 538 1,264
Czechoslevakia 23 10 .42 56 37 89
China (Taiwan) 6 8 12 24 16 11
China (Red) 1 1 7 2 5 3
Denmark 37 53 98 99 152 161
East Germany - - 3 1 - 2
Indenesia 4 - 3 3 ] 10
Philippines - - - - - a8
Finland 28 31 27 20 17 92
France 2,108 1,683 2,215 2,352 3,764 4,604
Seuth Afriea 4 12 11 8 28 13
India 27 32 18 3s 52 36
Netherlands 324 287 313 368 4,247 5,060
United Kingdem 2,781 1,122 1,454 1,356 1,986 2,326
Iran 247 108 108 226 933 1,134
Ireland 8 2 2 4 - 13
Iarael 1,142 2,071 1,835 2,183 2,982 3,668
Sweden 137 63 134 95 675 622
Switzerland 991 837 1,082 1,142 3,129 3,668




Iraq 174

Spain 31
Italy 2,777
Japan 52
Canada 98
Cyprus N
Lebanon 1,459
Hun gary 26
Mexice 11
Egypt ! 466
Nerway 192
Pakistan 52
Peland 5
Portugal 12
Romania 61
USSR 127
Sudan : 2
Saudi Arabia €7
Syria - 1,671
Chile 10
Jordan 39
Yemen .
Yagoslavia 43
Greece 3,773
Other Countries 227
Unknown 24

TOTAL 28,211

100
62
1,842
173
108
1,451
1,060
14
198
196
57

44

28
63
2,227

32
1,029

63

32
1,953
235
10,260

34,794

104
129
2,593
81

99
1,581
1,633
a7

12
124
30

52

27
52
1,319

5,844
2,168
1

61

1

5
3,633
813

8,233

47,5356

129
143
2, 807
141
135
1,857
1,378

84
114
33
68

27
84
144

3,718
1,087

24

34
3,688

462
2,068

90

150
2,743
64
185
176
1,577
82

135
32
104
33
35
168
1656

3,349
1,240

79
639

6,783
277

—423

41,833 113,083

283

255
4,055
71
271
97
1,853
95

151

103
67
57

344

331

21,393
1,858

106

827
8,935

109
S -}

186,520

Seurce: State Institute of Statistics.
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Appendix 11/C

Number of Nationals Départed By Purpege of Travel and Year

(1980-1965)
Purpose of . Years
Travel 1960 1961 1962 1963 1964 1965
Business 2,917 1,679 2,850 2,733 4,201 5,342
Vigiting
Relatives 13,276 10,119 19,820 17,246 28,178 31,864
Health 611 303 266 253 333 367
Sports and
Recreation 1,032 533 T42 1,042 686 919
Education 1,414 830 1,085 891 2,385 2,912
Study and ‘ .
Regearch 1,883 1,609 2,008 2,110 2,450 2,785

O0fficial Visit 5,054 3,829 4,404 5,386 - 6,893 6,487

Work for an
International _
Office 207 1,224 958 385 232 171

Other Work in a .
Foreign Ceuntry 780 1,187 2,173 6,791 62,567 112,067

Immigratien 266 3,318 1,687 534 654 863
Hadj 20 - 5,635 3,596 2,361 21,778
Other Purpeses 729 523 473 473 1,108 964
Unknown 23 _9,348 5,696 411 138 1
TOTAL 28,211 34,794 47,535 41,833 113,083 186,520

Seurce: State Ingtitute of Statistics. Tourism Statistice, p. 53.
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Appendix 11/D

Foreign Exchange Gone te Tourism
' (In thousands of dollars)

Years Expenditure Turkish Tourists Expenditure per Tourist

1958 12,800 31,429 407
1959 12,600 42,889 293
1960 8,300 21,882 319
1961 13,768 15,688 784
1962 18,000 32,637 551
1963 20, 500 28,356 721
1964 21,806 42,599 _ 512
1965 24,310 65,967 369

Source: Ministry of Finance. Touriem Statistics, p. 3.
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Appendix 11/B

Foreign Exchange Receipts from Tourism

(In thousands of dollars)

Years Receipts Teurist Arrivals Receipts per Touri:tr
1952 2,287 38,837 59
1953 2,350 70,085 34
1954 1,771 71,331 25
1955 1,979 79,369 25
1956 1,495 99,414 15
1957 1,041 100,803 10
1988 1,538 147,744 | 13
1959 4,756 126,690 38
1960 5,998 94,077 64
1961 7,002 120,104 55
1962 8,317 172,867 : 48
1963 7,659 154,822 49
1964 8,317 168,054 49
1965 13,759 300,790 46

Seurce: Minisiry of Finance. Tourism Statistiecs, p. 3.




Number of Foreign Teurist and Nen-Teurist Arrivals by

Natienality and Years

{1962-1964)
Nathnllit! Fereign Teurist Nen~-Teurist
18627 1963 1964 1062 1063 1964
Afganistan 68 90 209 13 37 97
Argentina 447 337 568 3 51 14
Albania | 37 14 34 2 4 22
Austria 6,017 3,887 6,007 188 602 852
Australia 760 632 1,205 16 79 128
Federal Germamy 18,957 15,280 21,452 1,404 3,369 4,799
Belgium 2,031 1,793 2,355 96 240 401
United States 51,744 50,719 43,040 185,841 22,030 26,877
Brasil 332 391 339 11 38 46
Bulgaria 374 149 380 35 21 313
Czechoslovakia 120 99 96 22 116 168
China (Taiwan) 90 57 82 14 8 28
China (Red) 3 3 11 1 3 1
Denmark 1,265 714 1,361 54 150 226
East Germany 2 1 1 1 - 20
Indenesia , 17 1 17 5 - 23
Philippines 60 27 8 2 - T
Finland 438 356 532 40 140 210
France . 11,900 11,519 11,702 614 1,351 2,204
 South Afriea 674 164 683 12 28 48
India 309 264 349 34 77 130
Netherlands 1,732 1,216 2,168 172 334 859
United Kingdon 15,023 13,445 14,009 1,356 3,031 4,137
Iran 2,278 5,435 10,613 180 1,201 2,183
Ireland 86 104 142 6 14 117
Israel 4,391 4,938 3,434 276 894 892
Sweden 2,991 1,734 1,722 52 157 386
Switzerland 3,912 3,464 3,289 220 575 828
Irag 4,112 2,790 3,094 217 394 828
Spain 760 691 800 67 141 283
Italy 6,248 5,050 5,140 665 1,360 1,748
Japan 849 667 . 593 133 390 394
Canada | 1,938 1,816 2,112 144 255 413
Cyprus 2,535 3,240 427 559 321 471
Lebanen 4,213 3,705 5,404 363 789 1,838
Hungary - 138 83 65 20 87 110
‘Mexice - 814 743 1,088 38 70 52
Egypt 190 208 190 9 68 104
Norway _ 313 230 333 60 89 225
Pakistan 862 927 1,448 156 273 513
Poland 107 97 137 69 144 168
Portugal a 130 189 163 15 32 61
Remania 989 472 213 32 56 267
USSR 249 200 144 122 103 270
Sudan 32 17 40 4 5 29
Saudi Arabia 916 636 769 118 118 141
Syria 4,008 4,823 6,523 548 1,451 3,473
Chile 81 44 92 1 2 18
Jordan 2,689 2,471 3,917 268 727 1,340
Yemen 1 - ) 4 - 1
Yugoslavia 710 288 4,739 61 93 992
Greece 10,858 8,407 1,870 769 1,569 1,172
Stateless 130 1038 82 7 17 48
Otuer Countries 2,525 1,453 2,412 176 1,080 455
Unknown | 603 24 25 8 4 __168
TOTAL 172,867 25,361
| 154,823 : 44,018 |
168,054 61,293
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Appendix 11/6
Number of Fereign Tourist and Non-Tourist Arrivals
By Years and Months
(1962-1965)

Menths Fereign Tourist Non-Teurist

1962 1963 1964 1968 1962 1963 1964 1965
Jan. 7,379 5,528 4,129 6,709 61 3,065 3,271 5,657
Feb, 6,808 4,608 3,388 7,047 32 3,569 3,747 4,943
March 10,030 8,293 7,664 13,817 35 3,623 4,412 4,919
April 17,663 19,206 14,028 23,015 432 4,156 4,882 5,694
May 21,687 17,813 15,796 28,701 2,353 3,844 4,614 4,814
June 14,883 14,374 12,734 27,240 2,926 3,751 5,226 4,515
Jely 25,147 23,019 19,210 §0,079 2,760 3,503 4,843 5,986
August 24,627 20,696 22,019 658,769 3,411 3,306 6,190 5,784
Sept. 19,254 15,500 28,173 35,198 3,693 4,911 7,338 5,513
Oet. 14,037 12,366 19,457 27,149 3,342 4,241 7,081 4,98)
Nev, 5,986 7,834 13,199 12,064 2,842 3,316 5,347 4,255
Deec. 5,816 5,343 8,257 10,293 3,475 2,733 4,378 3,807
TOTAL

- 172,887 154,823 168,054 300,790
25,361 44,018 61,293 60,968

Seurce: State Institute of Statisties, Tourism Statistics, p. 2.
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Appendix 11/H

Number of Fereigm Yourist and Non-~Tourist Arrivals By
' Means of Transpert

(1962-1985)
Means of Foreign Tourist Nen-Teurist
Yransport 1962 1963 1064 1968 1962 1963 1964 1965
s;ip 42,242 51,938 44,694 65,801 12,438 2,109 3,110 2,042
Ketor
Yehiele 20,112 15,828 45,260 103,970 475 2,259 9,075 11,640
Plane 94,205 77,203 59,983 86,204 11,514 37,464 44,777 39,885
Train 16,308 9,850 18,207 44,785 933 2,186 4,316 7,401
Unknown - 4 - - 1 - - -
TOTAL

172,867 154,823 168,054 300,790
25,361 44,018 61,293 60,968

Source: State Inatitute of Statistice, Tourism Statistics, p. 40.
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Appendix 11/
Number of Foyeign Visiters by Purpese of Visit

Yurpese of Visit Number of Visiters

- TOTAL 2,471

Transit 151

Visiting Friends and Relatives 118

Health 25

Art / 108

Vacation and Pleasure 1,758

Employment 18

Buginess 59

Religious | 18

Meeting _ ‘ ¢

Education 120

Others o . , 58

Not Specified and Unknown 32

Appendix 11/J

Number of Foreigm Yisiters by Type of Arrangement of Trip

TOTAL Myself Travel Religieus A Scientifie Others Unknown

‘Ageney Group Organizatisn
2,471 1,509 658 40 114 134 16

. Source: Survey Resultis of Foreign Visiters' Opinien, 1965.
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Appendix 11/K

Number of Foreign Yisitors by Age Groups and Sex

Age Grueps Tetal liale ~ Femais Unknown
TOTAGR 2,471 1,773 623 5
15-.19 o181 125 56 -
20-29 098 129 262 7
30-39 390 297 90 3
40-49 338 263 [ 1
50-59 279 208 68 4
66+ 152 114 38 2
Unknown 133 39 38 58

Source: Survey Resulis of Fereign Visitors' Qpiunien, 1965.
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Appendix 11/L

Number of Foreign Visitors By Qccupation and Ameunt of

O0CCUPA- TOTAL
Tio0K

Tot.l 3| 471

Buginess-
man 358
Student 108

Government
Officials 430

Retired 67

Profes-
sional 330

Others 479
Unknewn 99

95

10
40

12

11
18

Money Spent in Turkey
(In Turkish Liras)

Number of Visiters by lieney Spent

161 251 501 751 1001 1251 1501 2
to to te to to £ 1] te

501
and

250 3500 750 1000 1230 18500 2500 Mere known

267 441 294 236 131 112 230 1

16 453 38 41 21 - 2 6l
123 1711 88 71 22 25 28

3¢ 67 62 44 36 20 48

32 53 44 32 17 21 29
48 79 58 39 27 21 61
7 19 4 4 1 1 ]

8%

51
22

29

- 23

46

Un-

480

55
120
76
21

68
95

Source: Suryey

Results of Fereign Visiters' Opinion, 1965.
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Appendix 11X
Departures of Foreign Persons by Length of Stay and Years

(1960-1965)
Length of Stay 1969 1961 1962 1963 1964 1965
Less than 24 hrs. 166 856 12,037 18,236 21,337 37,327
1 to 3 days 44,562 54,285 72,889 57,646 70,220 99,427
4 to 7 days 16,837 23,915 35,540 32,402 44,622 67,340
8 to 15 days 14,207 11,630 12,485 12,534 26,327 42,213
16 to 30 days 10,312 10,283 12,150 12,767 17,365 28,088
31 to 60 days 5,760 4,631 5,161 4,849 7,297 8,300
61 te 90 days 5,118 4,341 4,459 6,289 3,915 4,083
91 to 180 days 6,650 4,215 4,710 5,444 3,113 4,326
180 + more days 18,501 17,360 16,675 16,491 18,035 22,369
Unknown 60 24 563 43 1,172 1,021
TOTAL 122,173 131,550 176,669 166,701 214,263 314,303
MEDIANXN

7.36 days
5.26 days
‘ 3.88 days
4.44 dlyl
4,98 days
4,74 day}

Source: State Institute of Statisties. Tourism Statistics, p.43.
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Appendix 11/N

Number of Foreign Visitors by Type of Accommedation

Type of Accommodation Number of Visitors
- Hotel ‘ 1,295
Motel 195
Pension - 188
Canp 614
Others 603
Not Specified ' 107

Appendix 11/0

Number of Foreign y_'.isitora by Places Visited

Places Visited Number of Visitors

istanbul 2,387
Izmir (Ephesus) 205
Antalya (Side) 366
Ganakkale (Troy) 541
Konya - 339
Bursa | 652
Ankara 682
Urgiip (Géreme) 250
Manisa (Sardes) 121
Antakya 198
Black Sea Coasts 638
Others 712

Seurce: Survey Resulis of Foreign Vigiters' Opinion, 1965,
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Appendix 11/p

Number of Foreign Visitors by Special Peatures of Interest

eei eatures of e Number of Visitors
Scenery 1,398
Vuseuns 1,088
Mosques 1,781

"~ Historical Buildings 1,273
Folklore-Festivals 501
Beaches 401
Feod 544
Sport Events 27
Others 316
Not Specified 61

Seurce: Survey Results of Foreign Visitors' Opinien, 1965,
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Appendix 11/9

Observations of Foreign Visitors en Services

Services | : Number of Vigiters
- Total Geod Normal Bad Not Specified
Restaurants 2,427 1,293 721 122 291
Acecommodations 2,427 761 853 220 603
Entertainuent 2,427 446 494 278 1,212
Pegple in General 2,427 1,907 284 63 173
Taxi Drivers 2,427 6717 553 477 720
Transpert 2,427 697 575 243 912
Guides ' 2,427 845 307 118 1,187
‘Travel Agencies 2,427 473 243 122 1,589
Roads 2,427 398 1,038 645 349
Custiom Fermalities 2,427 - 1,486 370 168 403
Officials 2,427 1,226 270 123 808
Porters : 2,427 540 240 88 1,569
‘Not Specified 44 44

Appendix 11/R

Number of Foreign Visiters by Their Opiniens en Cost of Services

Number of Visitors
Services Total Inexpensive Reasenable Expensive Not Specified

Accommodatiens 2,312 522 1,002 283 503
Food 2,312 1,005 865 88 254
Traneport 2,312 988 529 92 703
Entertainment 2,312 267 588 288 1,169
Souvenirs 2,312 341 1,094 499 3718

Not Specified 159 ' 159
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Appendix 11/8

Major Influences op Visitors' Decisien te Come to Turkey

Major Influences Number of Visitors
TOTAL 2,471
Magazine or Newspaper Publicity 21
Magazine or Newspaper Articles _ 125
Tourist Publications and Posters 165
Radioe 16
Televigien ' 33
Travel Agencies ' 202
Motion Pictures | : ' 130
Friends and Relatives 746
Others : 924
Net Specified and Unknown 109

Appendix 11/7T

Number of Foreign Visitors by Number of Visits

Number of Vigitors

TOTAL 2,471
First Visit 1,947
Second Visit ' 282
Third Visit : 91
Fourth Visit 44
Fifth Visit 19
Sixth Visit 11
Seventh or Mere Visit 34

Unknown ' 43

Seurce: Survey Results of Fereign Visitors' Opinien, 1965,
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Distribution of Foreign Tourists Ameng Regions in 1964
Regiens Arrivals Transit Residing Tourists TOTAL
: Comning from
. and into the Uther
Provinces Region Tourists Tourista Regiens
115 ]25 3 4 155 iei
). ISTANBUL 66,518 5,000 55,518 45,000 160,518
2. MARMARA 44,086 35,000 9,086 15,000 24,086
3, AEGEAN 32,573 2,500 30,073 12,500 43,573
4. W MEDITER-
RANEAN 693 - 693 8,000 8,693
5. E MEDITER-
RANEAN 11,051 5,000 6,051 10, 000 16,051
7. ANKARA 3,951 951 3,000 20,000 23,000
8, INTERIOR '
ANATOLIA - - - 10,000 10,000
9. EASTEMN o
BLACK SEA 1 1 - 5,000 5,000
ANATOLIA 8,363 5,000 3,363 3,000 6,363
11, S EASTERN
ANATOLIA 6,788 5,000 1,788 4,000 5,788
TOTAL 168,054 58,452 109,872 132,500 242,072

Source: Turizm, {isel fhtisas Komisyenu Raperu, p. 116.
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pistributien
Among

egi

Average Length

ef Stay in

7

59.8%
14.2%
25.4%

5.1%

9.5%
13.6%

143.0%

the Region
(BT' —

7 days
io "
10 *

0 *

6 days

Total Nights
Slept in
egion
9
103,626
240,860
425,730

86,930

98,306
115,000

30,000
15,000
19,089

17,364

1,749,908

Number
of

revinces
lloﬁ

67

THESIS
ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PAGE 1 1#
Appendix 11/V
Projected Distribution of Demestic Tourists Among Regions
(Assuming 5 and 10 percent annual increase)
Regions Percent 1968 1969 1970 1971 1972
Marmara 5% 437,837 447,631 457,308 466,837 476,173
106 527,383 564,854 604,547 646,529 690,863
Aegean 5% 126,742 145,178 165,140 186,734 210,077
104 152,663 183,196 218,308 258,611 304,793
Mediterranean
192,178 108,883 127,030 146,720 168,061
10% 111,028 137,397 167,930 203,195 243,834
Interier Anatolia
403,271 411,336 419,200 426,822 434,158
104 485,747 519,056 554,168 591,113 629,904
Eastern Anatolia
5% 23,044 24,196 25, 406 26,764 28,010
10% 27,757 30,533 33,586 36,945 40,639
Southeastern Anatolia
5% 23,044 24,196 25, 406 26,764 28,010
104 27,757 30,533 33,586 36,945 40,639
Eastern Black Sea
5% 46,088 48,393 50,813 53,178 56,021
10% 55,514 61,085 67,172 73,889 81,278
TOTAL 5% 1,152,203 1,200,813 1,270,304 1,333,819 1,400,510
104 1,387,849 1,526,634 1,679,297 1,847,227 2,031,950
Source: Turiszm, Usel ihtisas Kemisvenu Baperu, p. 447.
3
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Appendix 11/¥
Prejected Distribution of Domestiec Teurigts Among Regiens

Regions 1868 1969 1970 1871 1872
Harmara 38 37 38 35 34
Aegean 11 12 13 .14 15
Mediterranean 8 9 10 11 12
Interior Anatelia 35 34 33 32 31
Eastern Anatelia 2 2 2 2 2
Southeastern

Amatelia 2 2 2 2 2
Eastern Black Sea 4 4 4 4 4
TOTAL l00% 100% 100% 100% 100%
Appendix 11/X,

Projected Distribution of Foreign Tourists Ameng Regiens
Regiens _l1968 1969 1970 1971 1972
Marmara 50 48 46 44 42
Aegean 2] 22 23 24 a5
Mediterranean 13 15 17 - 19 21
Interior Anatelia 10 9 8 7 6
Eastern Anatelia 2 2 2
Seutheastern
Anatolia 2 2 2 2 2
Eastern Black Sea 2 2 2 2 2

100% 100% 100% 100% 1004
|
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Appendix 11/X,
Projection of Domestic and Fereign Teurists
Regions Y. 1968 1969 1970 197} 1972
Marmara v.l 642,081 693,804 752,203 819,428 896,879
v.2 735,527 811,027 899,443 999,443 1,111,571
v.3 863,224 1,060,180 1,337,862 1,730,239 2,285,135
v.4 952,771 1,177,412 1,485,102 1,909,934 2,449,827
Aegean v.l 212,902 258,007 312,587 379,057 460,497
v.2 238,823 296,025 365,756 450,936 555,213
v.3 305,405 425,934 605,416 875,862 1,286,840
v.4 331,326 463,952 658,585 947,741 1,381,556
Mediter- v,1 145,513 185,812 236,913 298,975 378,413
ranean v.2 164,356 214,326 276,913 355,450 454,187
v.3 202,777 300, 308 452, 452 692,281 1,072,542
v.4 221,629 328,822 493,352 748,756 1,148,316
Interier  v.1 440,301 457,494 470,485 482,916 494,258
Anatelia v.2 526,776 562,214 605,455 647,209 890, 007
v.3 488,350 526,101 572,339 627,818 692,581
v.4 570,825 633,911 707, 309 792,110 880,330
Eastern . v.l 31,250 34,453 38,791 42,791 48,044
Anatolia  v.2 35,963 40,790 46,408 52,972 60,673
v.3 40,059 49,719 63,691 84,191 114,151
ved 44,772 56,056 71,871 94,372 126,786
"Southeastern
Anatolia  v.l 31,250 34,453 38,228 43,792 48,044
v.2 35,963 40,790 46,790 52,972 60,673
v.3 40,059 49,719 63,691 84,1901 114,151
v.d 44,772 56,056 71,871 94,372 126,780
Eastern v.l 54,294 58,650 63,635 69,208 76,058
Black Sea V.2 63,720 71,322 79,995 89,916 110,312
v.3 63,103 13,916 89,098 110,606 142,162
v.4 72,529 86,588 105,458 131,315 167,419
TOTAL v. 1,562,491 1,722,673 1,911,379 2,135,163 2 402,190
v.2 1,798,137 2,039,494 2,320,378 2,648,577 3,033,636
v.3 2,002,978 2,485,076 3,184,540 4,205,187 5,707,562
v.4 2,238,624 2,802,797 3,593,548 4,718,601 6,339,008
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Appendix 11/x.3

Projected Revegue From Domestic and Fereign Tourists

Year Percent Increage Revenue in thousand Turkisgh L.
1968 5+ 25 652,241
10 + 25 772,726
5 + 50 982,478
10 + 50 1,052,963
1969 5 + 28 746,369
10 + 25 841,134
5 + 50 1,318,634
10 + 50 1,413,399
1970 5 ¢ 25 1,015,657
, 10 + 25 1,168,577
5 + B0 2,089,483
10 + 50 2,242,403
1971 5 + 25 1,249,681
10 + 25 1,441,640
5+ 50 3,189,595
10 + 50 3,381,554
1972 54 28 1,462,256
10 + 25 1,698,447
5+ 50 4,559,976
10 + 50 4,796,087

Source: Turizm, (gel ihtisas Komisyonu Raporu, p.460.
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Appendix 11/X,
Projected Inflow and Outflew of Foreign Exchange
- from Tourists
(Irn thousands ef 