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EXECUTIVE SUMMARY 
 

Conflicts damage a country politically, economically and socially. After the 

country has stabilised as a result of international intervention, the country has to be 

rebuilt and aviation has an important role in developing a country. This paper 

researches the development of commercial aviation in conflict countries to formulate 

opportunities, threats and lessons learned for developing aviation in these countries. 

Research is narrowed down to two case studies: Iraq and Afghanistan. The 

development of the countries and their national airlines during the period 2000-2012 

is reviewed. Although every conflict country and every conflict is different, review of 

two case studies results in specific and general threats, opportunities and lessons. 

The analysis consists of applying three different models to the case studies. 

Firstly, the macro-environment is reviewed using the PESTLE factors. The factors 

reviewed are political, economical, social, technological, legislative and 

environmental. These factors cannot be influenced by an individual organisation, but 

have an effect of the organisation’s strategy and operations. Secondly, the 

microenvironment is subject to analysis. Porter’s Five Forces Model is used to 

analyse the threats of the competitive environment, new entrants, substitutes, buyers 

and suppliers. Lastly, the national carriers are analysed in terms of their internal 

strengths and weaknesses and external opportunities and threats. These three 

analyses will result in identification of threats, opportunities and lessons, which 

influence the development of commercial aviation in conflict countries. 

Growth of aviation and economy strengthen each other. The direct, indirect 

and spin-off effects of aviation contribute to business in many ways. The spin-off 

effects are regarded as the largest economy improving effects. These include 

facilitating worldwide trade, improving productivity and aviation is indispensable for 

tourism. In addition, aviation creates social benefits and improves the standard of 

living. 
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Iraq has been the theatre for conflicts for many years when a US-led military 

force intervened in 2003 and ended the Hussein regime. After a few years, the 

intervening forces created political and social stability and opportunities for aviation to 

grow. Supported by the government and potential business because of large oil 

reserves, Iraqi Airways resumed operations. Competition increased, especially on the 

international market. Private initiatives as well as foreign airlines entered the 

domestic and international market to directly compete with Iraqi Airways. Competition 

on the domestic market is relatively low with only one direct competitor.  

Iraqi Airways’ strengths comprise their national identity and pride. Also 

connecting the international network to domestic flights is a strength of Iraqi Airways. 

The main weaknesses are the damaged reputation because of misuse of the airline 

during conflicts and the fleet configuration, which is not based on the current strategy 

but on the prior-conflict strategy. Opportunities for Iraqi Airways are the growing 

economy and business as a consequence of the oil industry and increase in tourist 

travel. Iraqi Airways is threatened by competitors — especially on the international 

market — and the security situation. Even though the level of security improved since 

the intervention, security is still delicate. 

After Afghanistan had been ruled by Taliban for over a decade, a multinational 

force intervened in 2001. This intervention ended the Taliban regime and a 

transitional government was instituted to start rebuilding the country. Afghanistan is a 

poor country and the majority of the population lives in remote areas. Technological 

development stagnated when the Taliban ruled the country. Ariana Afghan Airlines — 

Afghanistan’s national carrier — was used by the Taliban to transport illegal goods 

and persons.  

After stabilisation, competition in the domestic and international market 

increased. Several private initiatives started offering domestic flights and foreign 

airlines commenced flights to Afghanistan’s international airports. Competition on the 

domestic market increased heavily and even led to price discounting. Ariana Afghan 

Airlines has to display its strengths to stay competitive. These strengths consist of 

their highly motivated workforce and the Afghan identity. As the national carrier, 

Ariana Afghan Airlines is the mean to promote the Afghan identity and culture in an 
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international environment. Weaknesses of Ariana Afghan Airlines are the low level of 

technological knowledge and experience in the organisation. This is partly 

compensated by the use of lease-contracts, but remains a future concern. Secondly, 

the reputation of Ariana Afghan Airlines — which used to be good before the conflicts 

— is damaged by the conflicts, especially by the misuse of the airline by the Taliban. 

Also, the fleet of Ariana Afghan Airlines is not aligned with the strategy, which implies 

operational inefficiencies. Opportunities for Ariana Afghan Airlines are the growing 

economy and improved security. These developments result in an increase in 

demand for air transport. Aid workers, businessmen and tourists find their way to 

Afghanistan. A large part of the population lives in remote areas, which creates a 

demand for air transport to regional airfields. These regional airfields receive aid from 

international organisations to improve their business. Ariana Afghan Airlines can 

benefit from these subsidies. The last opportunity is international cooperation. 

Cooperation with foreign airlines can improve the level of technological knowledge 

and expand the network, offering better service and more flexibility to passengers. 

Threats, which still exist for Ariana Afghan Airlines are legislative actions, such as the 

ban on flights to the European Union. Improving to the international aviation 

standards is a condition to lift this ban. Also, because of the remote location and 

rough Afghan terrain, the fuel prices are high, which directly raises operating costs. 

Lastly, the Taliban is still active in the country and remains a threat for operations and 

security, especially after the security and assistance force leaves the country in 2014. 

Threats, opportunities and lessons that can be derived from this analysis are 

that some conditions have to be favourable for air transport. Security and social, 

economical and political stability have to be at an acceptable level to commence or 

resume operations. Airlines should identify their core competencies and stick to these 

to develop the organisation. A threat for the national carriers is the competition from 

the domestic and international market. This has to be addressed by offering a unique 

feature; connect the international and domestic flights to achieve comfortable 

transfers. An opportunity is the demand for air travel created by aid workers, 

government, businessmen, tourists and refugees. Emphasis when developing the 

airline should be on the fleet configuration. The fleet configuration has to be aligned 

with the strategy to operate effective and efficient. Also, international aid 
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organisations support infrastructural developments, which often create opportunities 

for new destinations and network expansion. The international environment can be 

used to expand the network in another way as well. Code shares, alliances, bilateral 

agreements and mergers became common practice in aviation. These offer 

opportunities for airlines to expand the network and improve effectiveness and 

efficiency by using the knowledge and experience of the partner airlines. 

To conclude, conflict countries can be potential high-growth countries. This 

depends on several demographic, economic and political factors. The international 

opportunities should be used by the airlines to increase knowledge and catch up with 

international standards. The focus has to be on core competencies and aligning 

operations and the fleet with the strategy to achieve effective and efficient operations. 

Strengths for national carriers in conflict countries are connecting international 

services to domestic flights. Threats such as competition and regulation have to be 

monitored to continue operations according to law. Ariana Afghan Airlines Airbus 

A310-300 (Planespotter.de, 2005) 

 

 

 

                

Figure	  1:	  Ariana	  Afghan	  Airlines	  Airbus	  A310-‐300	  (Planespotter.de,	  2005)	  
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GLOSSARY 

This glossary contains the important terms used in this research paper. The 

definitions in the context of this research paper are stated and, in some cases, 

complemented with relevant concepts.  

Aviation   : Aviation — when related to a country’s aviation — includes  

   the aviation business that takes place in that country. This sector  

     consists of companies and organisations directly concerned with  

    aviation, for example: airlines, airports, aircraft manufacturers. 

Conflict (country) : A country that is the theatre for a phenomenon of — in some   

    instances organized and violent — conflict between belligerent  

    groups or regimes. 

Domestic  : Domestic air transport concerns the services offered within the  

    nation’s borders. 

International  : International air transport consists of border-crossing services,  

    e.g. from one country to another. 

GDP  : Gross Domestic Product is the value of all of the products and  

services a country sells internally and externally. 

Regional:   : Regional air transport is part of the domestic network and  

    consists of regional flights that enable passengers to access  

    small airports and remote areas. Size of aircraft used for these  

    services is relatively small. 

War  : A state of armed conflict between different nations or states or 

different groups within a nation or state. 
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1. INTRODUCTION 

Ever since the start of aviation by the first controlled, powered and sustained 

heavier-than-air human flight in 1903 by the Wright brothers, aviation has developed 

at a rapid pace. Aviation started with the wish to fly, then developed into functional 

use in wars and thereafter to a major transport mode connecting the world. Both 

recreational and commercial aviation developed and became increasingly accessible 

to the public — for leisure as well as business purposes. 

A major influence on the development of aviation is a country’s political and 

social stability. Wars or conflicts affect the region’s infrastructure and economic 

activity. Several examples over the last 60 years have shown that conflicts come with 

a vast amount of intended and collateral damage. Conflicts are usually addressed by 

the international community through negotiations or a military or humanitarian 

intervention. The two major military interventions so far in the 21st century took place 

in Afghanistan (2001) and Iraq (2003) (Conte, 2005). Even though the backgrounds 

and causes for these conflicts are totally different, the international community 

responded with a military intervention in both cases. The wars going on before the 

interventions damaged the country’s infrastructure and economy, while the 

interventions initially worsened the situation by doing more damage to be able to take 

control of the countries. After the intervention, a process of rebuilding the nation 

commences. This paper reviews the role of aviation in rebuilding a nation’s economy. 

After analysing the role aviation can have in developing an economy, the case 

studies Iraq and Afghanistan will be used to derive opportunities, threats and lessons 

identified from analysis of the evolution of their aviation environments between 2000 

and 2012. 

 To answer the main question, six sub-questions will be addressed. First of all, 

the environmental factors affecting establishment and development of aviation are 

analysed. These factors are analysed on a macro-environmental level and are not 

influenceable by the nation’s aviation organisations. 

Secondly, the general influence of aviation on a country’s economic position 

and development is reviewed. The focus is on economic development and the role 
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aviation can have. Also, mutual benefits or catalytic effects are reviewed to determine 

the importance of aviation for economic growth of a conflict country. 

Thirdly, the case studies — Iraq and Afghanistan — are introduced. The 

backgrounds of the different conflict situations are addressed as well as the 

demographic and economic characteristics of the case studies. This supports the 

overall understanding of the historical backgrounds and provides a basic level of 

knowledge of the case studies used in this paper. 

Fourthly, the research focuses on the developments in Iraq and Afghanistan 

between 2000 and 2012. This period is subject to an in-depth review and analysis of 

environmental and organisational factors following this chapter. The general 

developments during this period are reviewed, although the events affecting the 

evolution of aviation will be emphasized. 

Fifthly, the competitive environment of the two state-owned airlines In Iraq and 

Afghanistan is discussed. These airlines operated before — in some instances during 

— and after the conflicts took place. The analysis of the competitive environment will 

allow a practical view on the microenvironment before the actual organisations are 

analysed. 

Lastly, the airlines’ internal and external factors are identified. The internal 

strengths and weaknesses can be transformed into core competences — 

characteristics that set an organisation apart. These core competencies are unique 

qualities that have to be utilised to maintain current position and grow the 

organisations’ activities. Also, factors imposed by environment — opportunities and 

threats — are identified and addressed. These internal and environmental factors 

influence the strategy of an airline. The current practices and strategies will 

eventually be used to derive lessons from. 

The opportunities, threats and lessons identified for development of aviation in 

conflict countries will finally be presented. The outcome of this paper can be used for 

different purposes: The review of the development and the current situation can be 

used by governmental or commercial organisations for approaching the market in a 

(post-) conflict country. The lessons identified from the two case studies might 
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accelerate the process of improving the quality of development. The analysis of 

opportunities and threats will be valuable for organisations that are currently involved 

in or planning to enter the aviation market in conflict countries. Organisations 

involved in developing aviation in crisis areas can also use lessons derived from this 

analysis.  

 

 

 

 

 

               

Figure	  3:	  Iraqi	  Airways	  Boeing	  B737-‐200	  (Airnation.net,	  2012)	  
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2. RESEARCH METHOD 

This research project focuses on development of aviation in Iraq and 

Afghanistan in the period 2000-2012. This chapter will address the choices made 

during the research. In other words, it will state the objective, the way of collecting the 

data used for the analysis and strategic choices. Also, reliability, validity and 

generalisability will be addressed. This chapter sets a research framework to provide 

directions for the research and improve the quality of the analysis. 

2.1 Objective 

The main objective of this research paper is to answer the main research 

question: 

What opportunities, threats and lessons can be derived from analysis of the 

development of commercial aviation in conflict countries based on selected case 

studies from Iraq and Afghanistan? 

To be able to provide the appropriate background — situational as well as 

theoretical — this main question is converted into five supporting questions. After 

addressing all of these five questions, a solid conclusion will answer to the main 

question and conclude this paper. The practical part of this research consists of two 

case studies concerning conflict countries. The subjects for these case studies are 

Iraq and Afghanistan. The author chose these two nations because the two major 

interventions in the 21st century (thus far) took place in these countries (Conte, 2005).  

Achieving the objective of this research will result in valuable knowledge 

concerning strategies for airlines and governmental institutions to develop 

commercial aviation in conflict countries. 

2.2 Collection of data 

The collection of information for this research was done by desk research. Sources of 

information are academic books to provide the theoretical background for the 

analysis. Other sources used are journal articles; these contribute to both the 

theoretical background and practical information. Annual reports from the World 

Bank, IATA (International Air Transport Association), ICAO (International Civil 
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Aviation Organization) as well as reports from the intervening nations in Iraq and 

Afghanistan are used. Also, sources of information are non-academic articles and 

internet references. Due to the developing status of Iraq and Afghanistan, the 

sources (in English) are scarce. The non-academic sources are cross-referenced as 

much as possible. Cross-referencing improves the reliability of the information used. 

2.3 Reliability, validity & generalisability  

Three major indicators of the quality of research are reliability, validity and 

generalisability (Oulton, 1995). This paragraph addresses the reliability, validity and 

generalisability of this qualitative desk research. Also, it addresses the strategies in 

place to ensure an adequate level of reliability and validity. Limitations regarding 

these three factors are discussed as well.  

2.3.1 Reliability 

Research has to be reliable. When the reliability of research is questionable, 

the outcomes of the research may be incorrect or incomplete. The reliability of this 

research is assured by using many different sources for information. The main 

theoretical sources are academic models and theories. The practical information is 

taken from different sources, such as ICAO, IATA and the World Bank. Other 

information used to conduct the analysis is taken from news articles and internet 

sources. For the purposes of reliability, these are crosschecked where possible and 

the author avoids using secondary sources. 

2.3.2 Validity 

Research is valid when the outcome answers the main question. The validity 

of this research is guaranteed by using theoretical models, which have proven to be 

effective. The PESTLE analysis (Elearn, 2009) as well as the SWOT analysis (Porter, 

1998) and the Five Forces Model (Flouris & Oswald, 2006) are well-known strategies 

for analysing companies and strategies internally as well as externally. 

2.3.3 Generalisability 

The generalisability of this research is limited. The research focuses on the 

development of commercial aviation in conflict countries by using two case studies. 
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The author chose to use Iraq and Afghanistan because the two major military 

interventions of the first decade of the 21st century took place in these countries. As 

depicted in this paper, the character of the conflicts is totally different — as are the 

social and demographic properties of the countries.  

The generalisability increases by using two different conflict countries for this 

research; however, every conflict and country has its own specific details and this 

research is therefore hard to generalise. Although the countries are different, the 

research will address similarities as well, resulting in conclusions and 

recommendations that will be useful for developing commercial aviation in conflict 

countries. 

2.4 Analysis & Strategy 

To be able to address all of the aspects of the main question in this analysis, 

six sub-questions are supporting the main question: 

Sub-questions: 

1. What factors affect establishment and development of aviation? 

2. Can aviation be a catalyst for developing an economy and what are 

the mutual benefits? 

3. What are the demographic and economic backgrounds of Iraq and 

Afghanistan? 

4. How did the aviation environment in Iraq and Afghanistan develop 

between 2000 and 2012? 

5. What forces are driving industry competition in the Iraqi and Afghani 

aviation environments? 

6. What are the strengths and weaknesses of the Iraqi and Afghani 

airlines and what opportunities and threats arise from their 

environments? 
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The first two sub-questions provide information regarding conditions for 

development of aviation, considered from a macro-economic perspective. The first 

chapter will define the macro-environmental framework by using the PESTLE-

analysis (Elearn, 2009). The second sub-question addresses the potential role of 

aviation in an economy, with a focus on a developing economy. These two chapters 

set the foundation of this research and are mainly descriptive. 

The case studies are introduced in the third chapter. This chapter provides a 

general background of Iraq and Afghanistan and addresses all information regarding 

these nations, which is relevant to the analysis. 

To address the fourth sub-question, information from the first three chapters is 

combined and complemented with data about actual aviation-related events. This 

chapter is still descriptive, although several relationships between events — aviation-

related as well as non-aviation-related — are identified. The aim of this chapter is to 

identify lessons that can be learned from the period 2000-2012. The nations did 

developed during these years; however, lessons from this period can be valuable 

sources of information to prevent repetition of the past and estimate outcomes of 

actions. 

Together with the fourth sub-question, the last two sub-questions are 

considered to be the analytical body of this paper and consist of an in-depth of the 

major airlines operating in Iraq and Afghanistan. Although the aviation environments 

in both Iraq and Afghanistan are growing, only the major (government-owned) 

airlines are analysed. This provides room for an in-depth analysis. The smaller 

airlines are not analysed in terms of a SWOT analysis, mainly because there is less 

data available regarding these companies (Flouris & Oswald, 2006). Since these 

airlines are significantly contributing to the aviation sector, they will be taken into 

account during the analysis. 
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3. WHAT FACTORS AFFECT ESTABLISHMENT AND DEVELOPMENT OF 
AVIATION? 

Aviation is a highly regulated and technologically sophisticated sector. This 

implies that there should be criteria and conditions in place to be able to operate an 

airline or aviation-related company. This chapter addresses the requirements for 

operating an airline on a macro-environmental level. A tool to analyse the macro-

environment is the PESTLE analysis (Elearn, 2009). This analysis is often used to 

analyse the macro-environment to adapt the company’s strategy to the opportunities 

and threats. The PESTLE analysis will serve as a tool to be able to determine 

requirements and conditions, which have to be in place in the macro-environment to 

establish and develop aviation. The PESTLE-analysis consists of a review of 

Political, Economic, Social, Technological, Legislative and Environmental factors 

(Figure 4). The results of this general review will later be combined with the specific 

information of the two case studies to be able to define opportunities and threats. The 

six parts of the analysis are the guideline for this chapter and each area starts in a 

general fashion and subsequently focuses towards aviation. The total aviation 

environment will be discussed, although the emphasis will be on what criteria and 

conditions should be in place to operate a commercial airline. 

	  	  	  	  	  	  	  	  	  	  	   	  
Figure	  4:	  The	  macro-‐environment	  (Flouris	  &	  Oswald,	  2006) 
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3.1 Political 

From the start of aviation in the beginning of the 20th century, politics interfered 

in the aviation business on a regular basis. Because of the border-crossing character 

of aviation, politics are closely related to aviation.  

Almost all of the big airlines started as governmental organisations. In most of 

the countries, these airlines have been privatised to foster efficient and effective 

business operations and improve competition. The influence of the government 

decreased in these countries; however, the government still has a lot of influence by 

their fiscal policies, tax reforms and trade tariffs.  

Although many airlines are now private, whether they are privatised or private 

initiatives, many countries still own their national airline or posses a major share in 

the (partly) privatised national airline. 

3.2 Economic 

Aviation is a sensitive sector, especially for economic movements. Aviation 

depends highly on sectors like trading and tourism. Apart from the national economy, 

aviation is also prone to events, which impact the global economy. Examples are the 

fluctuation in oil prices, natural disasters or acts of terrorism.  

Important national economic effects are inflation rates, interest rates, 

economic growth, demand and supply trends. An important figure regarding 

economic position (and growth) of a country is the GDP (Gross Domestic Product) 

(Elearn, 2009). Both the GDP level (compared to other countries) and the rate of 

growth of the GDP give information about the performance of an economy. These 

figures can be important for companies to relate their performance to the nation’s 

economy, as well as benchmarking the performance in relation to performance of 

foreign companies (airlines) in their countries. 

3.3 Social 
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The third area of the macro-environment that influences strategy are social 

values and lifestyles. Every nation, or region, has its own social characteristics. 

Aviation has always been a multi-cultural environment, mainly caused by its global 

character. Apart from these geographically determined social values, other cultures 

influence the strategy of an airline as well. Cultural factors such as global cultural 

trends, aviation culture, organisational culture and safety values are all influencing an 

airline’s strategy. An airline has to cope with customers, suppliers and personnel with 

different social behaviours and cultures.  

The social values that affect strategy are mainly the values of the customers. 

A company operates in a country with a specific social climate. This social climate 

consists of lifestyles, education, health and income distribution. Chapter 5 will partly 

focus on the social aspects and demographics of the case studies in this research 

paper. Information about the social values of a country influences the strategy. 

3.4 Technological 

An important area of the PESTLE analysis is technology. Every sector has its 

own needs and requirements regarding technology. For example, the need for a 

technologically developed society is less in the case of an agricultural company, 

whereas ICT (Information and Communication Technology) requires a highly 

sophisticated society. The level of education of personnel and the complexity of the 

processes is totally different. Aviation is a high-risk environment, which requires 

knowledgeable personnel. Personnel in almost all of the levels within an airline have 

to be trained to a certain standard. Because of the global character of aviation, these 

standards are prescribed by international organisations. ICAO sets most of the 

SARPs (Standards and Recommended Practices). These practices vary from 

requirements for pilots, to aircraft maintenance engineers to requirements for 

infrastructure and (safety) management systems.  ICAO is an agency of the UN and 

consists of 191 member states (ICAO, 2011).  

Another important technological requirement, which is needed to operate an 

airline, is infrastructure (Belobaba, Odoni, & Barnhart, 2009). ICAO sets the minimum 

requirements and classifications for airport infrastructure. Airport infrastructure must 

be adequate for safe airline operations. Worldwide, significant investments are made 
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to improve airport infrastructure to support the increase of global air traffic. Strategies 

for improving aviation infrastructure require involvement and agreement of different 

institutions, such as government branches, labour organisations, investors, local 

governments and other stakeholders (Belobaba, Odoni, & Barnhart, 2009). 

Sustainable development of aviation infrastructure also needs solid strategies for 

cost recovery. Developing infrastructure often involves investments that will be 

recovered, mainly by charging airlines for using the infrastructure.  

Besides proper airport infrastructure, a country needs an air navigation 

services provider to accommodate the operations of airlines. This air navigation 

services provider is responsible for ground-based navigation equipment, as well as 

communication systems and qualified personnel to operate these systems. Countries 

need to monitor their infrastructure to be able to meet the demands for air transport. 

Thirdly, a commercial airline needs its own infrastructure, equipment, aircraft 

and personnel. All of these involve a certain standard of technology. However the 

levels of technological development differ between the nations. Aviation is a global 

industry and all of the airlines, aviation organisations and countries have to meet a 

certain level of technological standard to be part of the global aviation network. 

To conclude, infrastructure such as airports and air navigation services are 

major technological requirements for operating an airline. On top of that, airlines need 

their own infrastructure, equipment and well-educated personnel. These need to 

meet the prevailing (global) regulation.  

3.5 Legislative 

Significant influences on companies worldwide — in every sector — are 

legislation and regulation. Organisations are subject to legislation and regulation, 

which are usually dictated by national government. Apart from the national regulation 

that applies to every company within the nation, aviation has additional regulation, 

which is global.  

ICAO sets these global standards and recommended practices. ICAO is a UN 

agency, which was created to promote the safe and orderly development of 

international aviation throughout the world (ICAO, 2013). ICAO sets standards for 
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companies that produce aviation-related products or services but also sets standards 

for governments. Every government has its own regulator — an organisation that 

looks after the implementation of ICAO’s SARPs. 

An important ICAO certificate for an airline is an Air Operator Certificate. This 

certificate authorises a company to conduct commercial air transport operations. This 

certificate is issued by the state of the operator and conforms with the Annexes to the 

Convention on International Civil Aviation (ICAO, 2006). 

ICAO is constantly monitoring and guiding regulators, airlines, airports and 

other aviation-organisations by conducting inspections and audits. When companies 

do not comply with the safety and security standards set by ICAO, these companies 

can lose their permission to operate. 

3.6 Environmental 

Environmental issues are becoming more important worldwide. Increases in 

energy consumption worldwide development have to be sustainable to prevent the 

global warming phenomenon (Kessel, 2000). Companies have to emphasise 

sustainable development, while governments are investing in sustainable 

development through the use of subsidies.  

Aviation is a pollutant industry and companies have to be innovative to be 

sustainable. Global organisations like ICAO are contributing by supporting projects to 

reduce flight times, which directly reduces the pollution. 

The environmental influences are hard to quantify but are getting more 

important. Especially well-established companies can improve their image by 

conducting sustainable operations. New technologies have an important role in 

conducting sustainable business. 
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Figure	  5:	  ICAO	  (Aviakarta.net,	  2013)	  
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4. CAN AVIATION BE A CATALYST FOR DEVELOPING AN ECONOMY AND 
WHAT ARE THE MUTUAL BENEFITS? 

The effects of conflicts often paralyse the aviation environment in conflict 

countries. Regimes like Saddam Hussein’s (Iraq) and the Taliban (Afghanistan) 

influence all of a country’s governmental organisations. Especially state-owned 

airlines are easily put to use for purposes that serve the regime (e.g. transport of 

illegal goods, weapons or personnel) (Braun & Pasternak, 2001). In the two case 

studies, which will be addressed later, the aviation environment suffered heavily 

because of the conflict.  

Another devastating event for the airlines in a conflict country is the ‘solution’ 

of the conflict, which is usually by international war-like intervention. The aim of these 

interventions is to stop the regime by reducing their power. Interventions, historically, 

start with damaging the assets and infrastructure of the regime. Even though the 

techniques became more sophisticated and, for example, collateral damage can be 

prevented, war-like interventions still results in major damage to assets and 

infrastructure. 

After the intervention follows the stabilisation of the countries and the 

intervening forces shift their aims from disabling the regime to building a new 

government and economy. Security and Assistance for the population of a conflict 

country becomes important (Conte, 2005). This chapter analyses the contribution 

from aviation in building an economy and fostering growth. Since aviation is a 

relatively young sector, the overall influence of aviation on the world’s economies will 

be the main source for this analysis. The global theories will be applied to the 

situation of conflict countries where possible; however, the practical application of 

aviation in conflict countries follows in the case studies later in this research. 

The aviation sector has been a rapidly evolving business, especially during the 

past 40-50 years. (Belobaba, Odoni, & Barnhart, 2009). The influence of aviation on 

globalisation of the economic markets has been significant and can be separated into 

three different effects (ATAG, 2008):  

Aviation: 
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• Has been facilitating world trade; 

• Is indispensable for tourism; 

• Improves productivity. 

 

4.1 Direct, indirect, induced and wider catalytic benefits 

The world economy has become increasingly globalised and aviation has 

been one of the contributing factors (ATAG, 2012). Air transport has enabled global 

business by connecting people across continents.  

In developing an economy, aviation has direct and indirect impacts. Examples 

of direct impacts are employment created by air transport. Pilots, ground-handling 

personnel, (head) offices, on-site retail and air traffic management are some 

examples of jobs that come with air transport. Another noticeable direct impact of air 

transport is the need for maintenance personnel and aerospace manufacturers.  

Examples of indirect impacts are the businesses that result from the need for 

fuel and infrastructure. These indirect impacts contributed more to the worldwide 

GDP than the direct impacts. The effect of direct impacts of air transport on the 

worldwide GDP was $539 billion, while the indirect impacts contributed $618 billion to 

the global GDP in 2010 (ATAG, 2012). 

Another impact on the world economy are the induced effects. These are less 

measureable because these consist of the money spend by people working in the air 

transport industry. Whether they earn their money directly or indirectly as a result of 

air transport, they will spend their money and stimulate the economy. The effects are 

obviously not as large as the direct and indirect impact; however, the induced 

impacts are estimated to be $288 billion in 2010 (ATAG, 2012). 

Lastly, aviation is contributing to a country’s economy by the catalytic effects 

or spin-off benefits. These are considered to be air transport’s most far-reaching 

economic contribution. The wider catalytic benefits of air transport are benefits that 

include contribution to the performance of other industries and facilitation of their 

growth. These benefits are even harder to quantify; however, the following three 

effects are identified and directly benefit from air transport. 
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4.2 Aviation facilitating world trade 

The global economy is getting more dependent on trade and this trend is likely 

to continue over the next decades. Led by China, India and emerging markets trade 

is expected to nearly double over the next decade (ATAG, 2008). Aviation is one of 

the main facilitators for international trade and supporting economic growth and 

development.  

The main modes for transport are sea, road, rail and air. Transport by air is the 

only fast and reliable mode over long distances. Air transport is vital in the distribution 

of time-sensitive products. These can be food, flowers, or urgently needed spare 

parts. Also, air transport pays the vast majority of its infrastructure expenses, mainly 

by user charges, which are used to cover costs of airports, air traffic control etc. 

Apart from the contribution to trade in terms of air transport of goods, aviation 

supports trade through passenger air services as well. Air travel allows businessmen 

to meet potential buyers of their products or services. Although video-conferencing is 

increasingly used for international meetings, many companies consider face-to-face 

meetings essential for winning new business and developing client relationships.  

In short, air transport is significantly contributing to trade. Supported by air 

transport, trade is expected to grow at twice the rate of the global GDP. 

4.3 Air transport is indispensable for tourism 

Tourism is contributing significantly to the world economy. This can be leisure 

or visiting family or relatives. These days, more than 51 % of the international tourists 

travel by air (ATAG, 2012). Air transport creates jobs for the people directly involved 

in aviation in tourists’ home countries — as well as the visiting countries. In addition, 

by transporting tourists to and from their destination, aviation indirectly creates jobs in 

the tourism non-aviation-related businesses, such as hotels and local transport. 

In 2012 tourism supported 101 million jobs globally, which represents 3.4 % of 

total employment (WTTC). These figures emphasise the role of tourism in the world 

economy and the contribution of aviation in achieving this role and development. 
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Especially, developing countries make use of the opportunities for economic growth 

that come with tourism. In these countries, tourism is a key part of economic 

development strategies. 

4.4 Aviation improving productivity 

By increasing the connectivity, aviation improves productivity of industry. The 

connectivity opens up new markets and boosts exports. On top of that, it increases 

competition. This increased competition can drive down costs and will bring 

efficiency. The global competition also causes innovation and international 

investments. International investments are often affected by the presence or lack of 

air transport. 63 % of global firms state that air transport is very important to 

investment decisions (IATA, 2006). When an investment decision was affected by air 

transport, 59 % of the investments were moved to another location. 18 % went ahead 

— accepting the significantly higher costs. And in the remaining 23 % of the cases, 

no investment was made (IATA, 2006). Air travel also allows companies to search for 

high quality employees outside the firm’s country. 

Air transport supports globalisation and creates — when connected to the 

global network — an increase in productivity and international investments. 

4.5 Social benefits of air transport 

Lastly, air transport not only creates economical growth and development. 

Aviation has several social benefits as well. As discussed, aviation contributes to 

international tourism. Apart from the social benefits of tourism, it provides access to 

remote areas. People in these remote areas use air transport where other modes are 

not available or would take too long. Essential services such as medical supplies, 

food deliveries and education are often supported by air transport (ATAG, 2012).  

Some other social benefits are the development of multicultural societies and 

thereby increasing the understanding of different cultures and nationalities. And by 

widening the choice of products, living standards in the nations connected to the 

global network improve. 
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All in all, the air transport network is a key infrastructure asset in the 

contemporary economy. Aviation has direct and indirect benefits; these are relatively 

easy to measure. The wider catalytic benefits — such as facilitating world trade, 

supporting tourism and improving productivity — have proven to be significant, 

although hard to measure. 

 

 

 

 

 

             

Figure	  6:	  Kabul	  International	  Airport	  Terminal	  (Montgomery,	  2008)	  
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5. WHAT ARE THE DEMOGRAPHIC AND ECONOMIC BACKGROUNDS OF 
IRAQ AND AFGHANISTAN? 

Iraq and Afghanistan have an extensive history regarding conflicts and military 

interventions. (Conte, 2005) This chapter will outline the historical background of the 

nations, focusing on the years leading to the period that is analysed. The 

demographic and economic backgrounds will also be addressed to provide data for 

the analysis of the development of commercial aviation during the period 2000-2012. 

Iraq and Afghanistan are both conflict countries ; however, the nature of the conflicts 

— as well as the demographic and economic backgrounds — differ. The nations will 

be addressed as two independent case studies. There are no relationships between 

these countries other than that they are both considered to be conflict countries 

whose conflicts arose in a similar time period. 

5.1 Iraq 

Iraq has officially been a republic since 1958; however, strongmen ruled the 

country until 2003 (CIA, 2013). After eight years of war with Iran (1980-1988) over a 

territorial dispute, Iraq seized Kuwait. During January-February 1991, the US led a 

UN force in the Gulf War to liberate Kuwait. After the liberation of Kuwait, the UN 

Security Council (UNSC) ordered Iraq to scrap all weapons of mass destruction and 

long-range missiles. On top of that, Iraq was ordered to allow UN verification 

inspections to check compliance with the UNSC resolutions. 

The regime of Saddam Hussein did not comply with the UN resolution and 

after 12 years of non-compliance, a UN-backed force invaded Iraq. The invasion was 

led by the US and took place in May 2003. This invasion ended the Saddam Hussein 

regime and the Iraqis approved a constitution in a national referendum in October 

2005. As a consequence, a Council of Representatives of 275 members was chosen 

in December 2005. In May 2006, most of the ministers were approved, resulting in a 

constitutional government in Iraq. Military operations endured — focusing on 

providing security and training and mentoring Iraqi security forces. All foreign military 

operations ceased in 2011. 
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5.1.1 Demographic 

This paragraph provides information about the demographic characteristics of 

Iraq. As addressed in chapter 3, this information is part of the PESTLE analysis, 

especially the social and environmental components of the analysis. The data gives 

organisations information about the potential market and the education. 

Iraq has a population of 32 million. This means Iraq is the 39th largest country 

in terms of population (CIA, 2013). 66 % of the population lives in urbanised areas 

and this percentage is growing 2.6 % yearly on average. Three of the major cities 

(Baghdad, Mosul and Erbil) have a population of more than one million. These cities 

are potential markets for aviation as cities are normally nodes for trade and tourism. 

Each of these cities have airports that are available for commercial use. 

5.1.2 Economic 

According to the World Bank Iraq’s income level is considered to be ‘lower 

middle income’ (The World Bank, 2011). This level of income tells an aviation 

organisation that the mean income level is relatively low. This does not necessarily 

have to affect the standard of living; however, it implies that the demand for global 

travel from the Iraqi population is low. The main reason is that their incomes are 

relatively low, which means that they will not have the money to pay the (higher) 

standard of living in the countries to which they seek to travel. On top of these figures 

about the nation’s average, 25 % of the Iraqi population’s income is below the 

poverty line (CIA, 2013). 

On the other hand, the lower middle income of the Iraqi provides opportunities 

for aviation organisations. For example, competing for the local labour market is less 

expensive than in other countries. Given the global character of aviation, labour costs 

will be less than the average labour costs in the airline industry. In addition, the fact 

that Iraq is cheaper than other countries will attract tourists and businessmen. 

Tourists can have a relatively cheap holiday; it might even be cheaper than their 

home country. Iraq is more attractive to businessmen, because production costs will 

be less as a result of the lower labour costs. In combination with good infrastructure 
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and/or the availability of raw materials, Iraq can be an interesting place for 

businessmen. 

Iraq’s GDP in the period 2003-2011 is displayed in Table 1. This GDP makes 

Iraq the 61st largest economy in the world. Although GDP provides some information 

about economic strength and a nation’s buying power, ‘GDP per capita’ says more 

about the mean buying power of the individual person. ‘GDP per capita’ has been 

added in Table 1, which shows Iraq to be the 162nd largest in the world. 

 2004 2005 2006 2007 2008 2009 2010 2011 2012 

GDP (million $) 25,755 31,316 45,080 56,989 86,530 64,231 81,112 115,38

8 

 

GDP growth 

(annual %) 

 -1 6 2 9 4 1   

GDP per capita 

($) 

      4,000 4,300 4,600 

Table	  1:	  GDP	  Iraq	  2003-‐2012	  (The	  World	  Bank,	  2011)	  

	  

5.1.3 Infrastructure 

The infrastructure of Iraq is important for trade as well as tourism. Iraq has a 

road network that connects the nation’s cities and Iraq has a total of 104 airports. 

This number of airports is a bit misleading, because only the commercially viable 

airports are used for commercial aviation. Apart from having a paved runway of an 

acceptable length, other airport infrastructure is important as well. For example, the 

availability of terminals, emergency services and air navigation equipment and staff 

all influence the opportunities for an airline to commence operations on that airfield.  

Airports with: Paved RWYs Unpaved RWYs Heliports 

Total: 75 29 20 

Over 3,047m: 20 3  
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2,438m – 3,047m: 36 4  

1,524m – 2,438m: 5 3  

914m – 1,524m: 6 13  

Under 914m: 8 6  

Table	  2:	  Aviation	  infrastructure	  Iraq	  (CIA,	  2013)	  

Even more important is the commercial value. Services to a well-equipped 

airport will not be viable when there are no paying customers. A large population that 

resides close to an airport is essential for an airline.  This leaves Iraq with three main 

airports, which are close to the three Iraqi cities with over one million inhabitants and 

three cities with just under one million inhabitants. These cities are the most 

interesting for an airline as there is a market available. The market consists of the 

inhabitants and people visiting such as tourists, businessmen or workers. These 

airports can be interesting for domestic as well as international traffic, depending on 

other factors like industry or tourist attractions. For industry purposes, other airports 

might have a role in the domestic market as well. For example, airports close to the 

major Iraqi oil fields are interesting for airlines because of the travel demand created 

by these industries. 

City: Inhabitants: 

Baghdad 5,751,000 

Mosul 1,447,000 

Erbil 1,009,000 

Basra 923,000 

Sulaymaniyah 836,000 

Najaf 560,000 

Table	  3:	  Major	  cities	  Iraq	  (CIA,	  2013)	  
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5.2 Afghanistan 

After being the theatre for several conflicts and wars in the 20th century, 

Afghanistan was invaded by the Soviet Union in 1979 and occupied until 1989. The 

Afghani government was backed by the Soviet Union for some year after that. After 

losing the support of the Soviet Union in 1992, the government lost control and a civil 

war followed. This civil war lasted until 1996, when the Taliban ruled most of 

Afghanistan. This resulted in an unsafe country, with more than one million people 

fleeing from the Taliban. The rise of the Taliban between 1996 and 2001 was ended 

by the multi-national invasion as a reaction of the September 11th attacks in 2001. 

Shortly after this invasion and occupation, the UN invited the Afghani leaders to Bonn 

(United Nations, 2001). The objective of this meeting and the Bonn agreement was to 

restore stability and governance in Afghanistan. The Afghan Transitional 

Administration was formed and installed on 22 December 2001. This Administration 

was the first form of governance after the invasion and their responsibility was to 

build a stable and secure country supported by the multi-national forces in 

Afghanistan. The two operations in Afghanistan were called ‘Operation Enduring 

Freedom’ (OEF) and ‘International Security and Assistance Force’ (ISAF). The first 

was an operation in the exercise of self-defence under Article 51 of the UN Charter. 

UN members were allowed to use force to defend their own, or their allies, state. 

ISAF is a NATO mission and the goal is to support the Afghan authorities in 

achieving a self-sustaining, stable and democratic Afghanistan (Conte, 2005).  

5.2.1 Demographic 

Afghanistan has a population of 31 million (CIA, 2013). Only 23 % of the total 

population lives in urbanised area’s, which means that 77 % lives in remote or less 

urbanised areas. However, the percentage of urbanised people is growing 4.7 % 

yearly. This high growth of urbanization is probably caused by developments in 

urbanised areas after installation of the new government, supported by the UN and 

NATO.  

Most of the people who live in urbanised areas, live in the capital; Kabul. Kabul 

has a population of 3.6 million. Another relatively populated area is Kandahar, with a 

population of half a million. Kabul and Kandahar both have airfields, which are 
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equipped for commercial use, although currently intensively used by forces in support 

of ISAF.  

During the wars in Iraq, many Iraqi people fled the country and live in other 

countries. One of the opportunities for Iraqi Airways is to offer flights for these people 

back to their home country. Sweden is one of the European countries that took the 

largest number of Iraqi refugees (The Local, 2009).  

5.2.2 Economic 

According to the World Bank Afghanistan’s income level is considered to be 

‘lower income’ (The World Bank, 2011). This low income-level combined with the low 

urbanization are not favourable conditions for trade. The majority of the population is 

located far from the cities where most of the development takes place. 36 % of the 

Afghan population lives below the poverty line. This is hard to compare to other 

countries, as every country has its own poverty line (CIA, 2013). However, 36 % of 

the population below the poverty line tells organisations that these people have no 

money to spend on luxury goods or services such as air transport. The potential 

market for air transport created by the local population is little. 

 Another indication of the wealth (or poverty) of the Afghani population is its 

low GDP.  

Table 4 shows the GDP of Afghanistan over the last 10 years. Firstly, the GDP 

is low for a country with a population of more than 30 million. Secondly, a significant 

increase in GDP can be seen over the period; this indicates development of industry 

and income. As every GDP is affected by the global economy, there is a slight dip in 

growth during 2008, because of the global financial crisis. Apart from that, GDP has 

been increasing significantly — caused by the efforts of the government and the 

ISAF. According to the available information, ‘GDP per capita’ grew as well in recent 

years. This increase represents growth of the buying power of the population, 

although the buying power of Afghanistan is still extremely low. The figure of $1,000 

GDP per capita puts Afghanistan in 219th place when compared with other countries 

(CIA, 2013). 
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 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

GDP (million 

$) 

4,589 5,283 6,269 7,057 8,720 10,617 12,244 15,712 19,176  

GDP growth 

(annual %) 

8 1 11 6 14 4 21 8 5  

GDP per 

capita ($) 

610       900 1,000 1,000 

Table	  4:	  GDP	  Afghanistan	  2003-‐2012	  (The	  World	  Bank,	  2011) 

With Afghanistan being one of the poorest countries in the world, the interest 

from aviation organisations is low. Agriculture is the main occupation of the labour 

force (78,6 %); services and industry are minor sectors (15,7 % & 5,7 %). The main 

export product is opium and — although illegal — it is one of the main sources of 

income (The World Bank, 2011). 

Afghanistan does not possess many sources for raw materials; food, 

petroleum products and capital goods are all imported. This makes Afghanistan and 

the industry in Afghanistan highly dependent on surrounding countries and the global 

market. The prices of petroleum products are relatively high in Afghanistan because 

of the lack of sources and the infrastructure to transport the products efficiently. 

5.2.3 Infrastructure 

Afghanistan’s infrastructure has suffered from several conflicts, wars and 

invasions. Most of the aviation infrastructure was destroyed by the US invasion in 

2001. After the bombings, the OEF and ISAF forces had to reinstate lots of 

components of the infrastructure to be able to support their own operations. Even 

though the infrastructure suffered from the wars and conflicts, the invading forces did 

major repairs after they occupied and stabilised the country. The main reason for the 

repairs was the need for airports for logistical support to sustain operations. 

The infrastructure in Afghanistan has improved significantly over the last 

decade. Firstly, because of the occupation by international forces that needed 

supplies, which are transported by, air, road or rail transport. Every improvement of 

infrastructure will increase the efficiency and effectiveness of the supply chain of the 
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forces. Secondly, the mission of ISAF is to achieve a self-sustaining stable and 

democratic nation. The infrastructure needed to be improved to be self-sustaining, as 

infrastructure is an enabler for trade and communication. Institutions  — such as the 

World Bank — planned and executed projects to improve the infrastructure; however, 

most of these projects are aimed at improving infrastructure of the rural parts of 

Afghanistan by providing all-season road access to basic services and facilities (The 

World Bank, 2012). 

Afghanistan has a total of 23 paved runways. The main airports are Kabul and 

Kandahar, which are currently intensively used by military forces. These airports are 

also the two commercially viable airports.  

Airports with: Paved RWYs Unpaved RWYs Heliports 

Total: 23 29 10 

Over 3,047m: 4 0  

2,438m – 3,047m: 4 5  

1,524m – 2,438m: 10 12  

914m – 1,524m: 2 6  

Under 914m: 3 6 6 

Table	  5:	  Aviation	  infrastructure	  Afghanistan	  (CIA,	  2013)	  

The airports of Kabul and Kandahar both give access to a large population. 

Also, the governmental institutions as well as NGO’s have their head offices in these 

cities. These organisations have a demand for air travel — both domestic and 

international. The demand for air travel during the developing phase in which 

Afghanistan is presently will mainly be produced by government, aid workers, 

security consultants, businessmen and tourists (Phillips, 2010). 

City: Inhabitants: 

Kabul 3,573,000 
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Kandahar 468,200 

Table	  6:	  Major	  cities	  Afghanistan	  (CIA,	  2013)	  
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6. HOW DID THE AVIATION ENVIRONMENT IN IRAQ AND AFGHANISTAN 
DEVELOP BETWEEN 2000 AND 2012? 

After setting the background of development of aviation in terms of PESTLE 

factors (Elearn, 2009) and aviation in general and the characteristics of the countries 

used for the case studies, developments in the aviation environments will now be 

examined. By focusing on the period 2000-2012, this chapter analyses the recent 

and relevant history of the airlines in Iraq and Afghanistan. The focus of this chapter 

is on the PESTLE factors influencing the strategy and operations of the airlines in 

Iraq and Afghanistan during the first decade of the 21st century (Elearn, 2009). The 

development of aviation will be chronologically reviewed, mentioning the changes or 

influences of the PESTLE factors on the airlines. In addition, the review will focus on 

the major airlines (Iraqi Airways & Ariana Afghan Airlines) to address specific issues 

and focus the analysis. Analysing the developments regarding aviation environment 

— infrastructure in particular — will provide a broader scope. 

6.1 Iraq 

During the Iraqi war in the 1990s US and UK forces imposed a No-Fly Zone 

(NFZ) on Iraq. This NFZ paralysed aviation in Iraq — both civil and military. The UN 

also grounded Iraqi Airways and their 17 jets were all moved to secret locations, 

where most remain today. These legislative and political factors made it impossible 

for Iraqi Airways to continue operations and — during the 1990s — only incidental 

domestic flights were conducted and the UN allowed flights to Muslim religious cities. 

Also, the war damaged most of Iraq’s aviation infrastructure, which had to be rebuilt 

after the war. 

6.1.1 Iraqi Airways 

After the war in Iraq ended on 30 May 2003, Iraqi Airways wanted to resume 

domestic operations and international services. However, Saddam Hussein used 

Iraqi Airways for illegal activities, which meant that the management had to build 

another airline (Iraqi Airways Company) to erase any connections with the Saddam 

Hussein regime. This political decision had to be made to ensure a new independent 

start. The first commercial domestic flight was conducted on 3 October 2004 (CNN 
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Travel Staff, 2013). And the first international service was resumed on 6 November 

2005. Because the Iraqi Airways Company owned no aircraft, the flights were 

operated with leased aircraft from a Jordanian airline (Teebah Airlines). This was the 

only way of operating because of the scarce resources available to this ‘new’ airline. 

The lease construction allowed the Iraqi Airways Company to grow during the 

period 2004-2010. Aircraft were leased from different companies, such as Teebah 

Airlines, Seagle Air, Blue Wings, Tajik Air, AirTran Airways, Hellenic Imperial Airways 

and Tor Air. The network expanded with flights to other Middle-Eastern countries and 

Europe. The use of lease constructions also imposes risks on a company. For 

example, when Blue Wings ceased operations in 2010, Iraqi Airways was forced to 

cancel flights operated by Blue Wings. Later that year, when Iraqi Airways Company 

started operations to London, their airplane was impounded and Iraqi Airways’ Chief 

Executive, Mr Kiffah Hassan, was not allowed to leave the UK. The reason for this 

was a dispute between the Kuwaiti and Iraqi government over the theft of 10 Kuwaiti 

aircraft by the Hussein regime in 1990 (McElroy, 2010). The impounding was a result 

of a UK court decision in 2005, which comprised a damage payment of more than $1 

billion. This decision also authorised the Kuwaiti carrier to seize Iraqi Airways assets 

to recoup its losses (Lam, 2010). 

As a consequence of the dispute, the Iraqi government decided to dissolve 

Iraqi Airways to avoid the Kuwaiti asset claims (Al Jazeera, 2010). This political 

process would take three years but was stopped by another decision of the Iraqi 

government in May 2011.   

This political dispute affected Iraqi Airways’ operations until 2012 — first by 

impounding an aircraft, which was later released, because Tor Air (a Swedish 

company) owned it. Later, the dispute between Kuwait and Iraq caused delays in the 

delivery of newly purchased aircraft by Iraqi Airways Company (IAC). Kuwait was 

able to seize 10 Bombardier CRJ-900 regional aircraft in Canada even before 

delivery. These aircraft were purchased by the Iraqi government to improve (regional) 

aviation in Iraq. This dispute finally came to an end when, 22 years after the first Gulf 

war, Iraq and Kuwait agreed on a $300 million payment by Iraq. Another $200 million 

would be invested in a joint commercial airline venture with Kuwait (Vickers, 2012). 
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This deal was announced on 1 August 2012 and six months later Iraq announced 

that the $200 million investment in a joint airline was changed into a payment as well. 

This final payment totally ended the dispute and the Iraqi Airways Company started 

operations to and from Kuwait. 

Notwithstanding the dispute, Iraqi Airways continued operations. Supported by 

the government, Iraqi Airways ordered 30 Boeing 737-800 airplanes in 2008 with 

another agreement for 10 Boeing 787 airplanes. According to the Minister of Finance, 

Bager M. Jabor Al Zubaidy, this moment marked a new beginning for Iraq (PR 

Newswire, 2008). Also, Boeing agreed on assisting Iraq with reconstructing Iraq’s 

aviation infrastructure. This deal made by the government represents the efforts the 

government makes to improve aviation and support Iraq’s economic development 

and growth. 

Another deal made by Iraqi Airways to improve aviation was in 2008 with Air 

France-KLM. This agreement covered support to help Iraqi Airways set-up 

international commercial services — especially to Europe. In addition, Air France-

KLM and French investors decided to invest in renovating Baghdad Airport’s 

Terminal 3 to international standard and constructing new airports (The Local, 2009). 

6.1.2 Infrastructure 

One of the important enablers for growth and development of commercial 

aviation is infrastructure. The users — in contrast to common road infrastructure — 

pay aviation infrastructure. To improve infrastructure, major investments need to be 

made.  

In Iraq, these investments are partly made by the new government — the 

minister of transport and the minister of finance. These investments focus on the 

general constraints that need to be in place for aviation (e.g. an air navigation 

provider and a regulator). 

Airport: Amount: 

International 6 
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Domestic 12 

Military 7 

Table	  7:	  Airports	  of	  Iraq	  

Another example of government investments made to improve aviation is Erbil 

Airport. The Kurdistan regional government invested $500 million in updating Erbil 

International Airport. A new runway — as well as a terminal and other airport facility 

— was built. Foreign investments were also made in this region, primarily because of 

the natural resources, such as oil, natural gas and other minerals. These resources 

are important drivers for Iraq, strengthening the economy and aviation.  These 

investments and trade opportunities led to an increase in passenger traffic at Erbil, 

especially since the opening of the new runway and terminal in 2010: 

Year: Total Passengers: Total Cargo: (metric tons) 

2006 163,619  

2007 263,148 9,321 

2008 301,534 13,335 

2009 348,120 11,100 

2010 435,469 10,619 

2011 621,870 17,769 

2012 947,600 27,840 

Table	  8:	  Air	  Transport	  Erbil	  International	  Airport	  2006-‐2012	  

Also, other airports are expanding — often funded by foreign investors. 

Baghdad Airport announced expansion plans to accommodate doubling air traffic by 

building three new terminals and refurbishing the existing three. Investments were 

made to refurbish Iraq’s four other airports: Basra, Najaf, Mosul, Sulaimaniyah. 

These investments in combination with the improved security after the US-led 

invasion in 2003 created an aviation environment that is attractive for Iraqi domestic 

and international Airlines — as well as foreign airlines. However, security is still 
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delicate, proven by an accident involving an Airbus A300 operated by DHL, which 

was struck and damaged by Man-Portable Air Defence Systems (MANPADS) after 

departure from Baghdad International Airport on 22 November 2003. The left fuel 

tank was hit; however, the plane returned to Baghdad and landed safely (Bureau of 

Political-Military Affairs, 2011).  

Foreign airlines commenced services to Iraq after a further reduction of 

violence in 2008. Turkish Airlines was the first airline to offer flights from Europe to 

Iraq in 2008. Many other Middle-Eastern and European airlines followed in 2009 and 

2010 (BBC News, 2009). Baghdad, Erbil and Sulaimaniyah are the Iraqi airports 

where most of the foreign airlines commenced services. 

Table 9 summarizes the PESTLE factors of the Iraqi macro-environment 

influencing Iraqi Airways operations: 

PESTLE factor: Description 2000-2012: 

Political -Unstable under Hussein regime 

-Stabilised after intervention in 2003 

-Constitutional government instituted in May 2006 

-Airplane impounded for war-related reason 

-Hussein related disputes (Kuwait) affect airline 

Economic -Growing since stabilisation of Iraq in 2003 

-Further growth after security improved in 2008 

-Major governments investments in aviation 

-Excellent industry-opportunities because of available 

(petro-chemical) resources 

Social -Average income ‘lower – middle’ 

-Security is delicate and relative (Attack DHL aircraft) 
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Technological -Small group of technologically educated people 

-Dependent on knowledge and aircraft of other airlines 

through dry/wet lease constructions 

Legislative -NFZ’s blocked airline operations during Hussein regime 

-Iraq’s aviation environment subject of grounding by UN 

Environmental -Nil 

Table	  9:	  PESTLE	  factors	  Iraq	  2000-‐2012	  

 

 

 

 

                 

Figure	  7:	  A	  destroyed	  Iraqi	  Airways	  aircraft	  at	  Baghdad	  Airport	  (ABCnews,	  2011)	  

 



STUDENT RESEARCH SHOWCASE Aeronautica, Issue 5, 2013	  

 

	   47	  

6.2 Afghanistan 

During the rise of the Taliban in the 1990s — and especially after they took 

over Kabul in 1996 — aviation started to suffer from these developments. First, 

Afghanistan’s aviation — Ariana Aghan Airlines in particular — faced international 

sanctions because of the Taliban governing the country and, thus, the national air 

carrier. The sanctions caused grounding of several international flights and — in 

combination with the Taliban’s control of Afghan Ariana Airlines — this had 

disastrous implications for Afghan aviation and Ariana Afghan Airlines in particular.  

6.2.1 Ariana Afghan Airlines 

The international sanctions imposed by the international environment came 

into effect in 1999. The UNSC imposed the sanction, which banned all international 

flights by aircraft owned or operated by the Taliban government. This legislative 

punishment paralysed the fleet of Ariana Afghan Airlines.  

The US asked the Security Council to impose economic sanctions on the 

Islamic Taliban movement in Afghanistan, demanding that the Afghans turn over 

Osama bin Laden — a Saudi-born militant wanted in the US (Crossette, 1999). At 

that moment, Ariana Afghan Airlines was only operating passenger flights to Dubai 

and cargo flights to China.  

Bin Laden and the Taliban were in charge of Ariana Afghan Airlines. The 

national airline was used by the terrorist network to ferry militants, arms, cash and 

opium through the United Arab Emirates and Pakistan. Also, Al Qaeda terrorist 

network members were given false Ariana identification to give them free access to 

airports in the Middle-East (Braun & Pasternak, 2001). 

The Taliban controlled the Afghani government at that time, except for the 

Afghan UN Seat, which maintained a small diplomatic office. Abdul Hakeem Mujahid 

— the director of this office — tried to prevent the UNSC from imposing the sanction, 

arguing that the loss of international airline services would mostly hurt the Afghan 

traders who are depending on export of their goods. This political position by the 

Afghan UN member tried to save the small amount of economic activity in 

Afghanistan. Despite this attempt to rescue the Afghan economy and aviation, the 
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UNSC accepted the sanction (UNSC Resolution 1267) on 15 October 1999 (UN 

Security Council, 1999).  

Ariana Afghan Airlines was internationally paralysed by this sanction and 

continued domestic operations — mainly for the Taliban controlled government. 

Ariana Afghan Airlines was struggling to continue operations because of the 

resolution. 

An event occurring in 2000 even worsened the image and reputation of Ariana 

Afghan Airlines. On 10 February nine Afghan men tried to flee the Taliban regime by 

hijacking an Ariana Afghan Airlines Boeing 727 on a domestic flight. This hijack was 

successful and they kept control of the airplane for four days. The hijack ended 

peacefully at London Stansted airport (Miller, 2000). 

When US invaded Afghanistan as a consequence of the terrorist attack on the 

World Trade Centre on 11 September 2001, this put a total stop on the operations of 

Ariana Afghan Airlines. The air strikes of the Americans damaged Ariana’s fleet of 

Boeings and Antonovs and forced them to stop domestic services. The 1300 staff 

employed by Ariana Afghan Airways were sacked because the airline was totally put 

out of business (Clark, 2001). Ironically, the creation of Ariana Afghan Airlines 55 

years earlier was sponsored by PanAm — an American carrier. 

After the US forces overthrew the Taliban and gained control of Afghanistan 

during Operation Enduring Freedom (OEF), Ariana Afghan Airlines commenced 

domestic operations again in December 2001 (Johnston, 2001). The UNSC sanctions 

were lifted in January 2002 and in August 2002 the national carrier was able to 

resume international services — supported by the Indian government providing the 

company with three ex-Air India Airbus A300 aircraft (Flight International, 2002). The 

Indian government donation also included three months support with handling the 

aircraft. 

Ariana Afghan Airlines then expanded their international network to different 

destinations in Asia, the Middle East and Europe. However, in March 2006 Ariana 

Afghan Airlines became the victim of European legislation and was prohibited from 

flying into member nations of the European Union (EU). An exception was a France-
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registered Airbus A310 (Flight, 2006). The ban on airlines instituted by the European 

Commission is to make sure that all airlines operating in the Europe’s sky meet a 

specified safety standard. Companies are placed on the listed "based on evidence of 

violation of objective and transparent criteria", including competency of the nation’s 

aviation authority (Straus, 2006). 

Later in 2006, the EU updated the blacklist forcing Ariana Afghan Airlines to 

totally cease their operations to the EU countries (Buyck, 2006). The ban is still 

effective — preventing Ariana Airlines from commencing services to Europe 

(European Commission, 2012). The ban is effective on all air carriers certified by the 

authorities with responsibility for regulatory oversight of Afghanistan. That is, the 

national carrier — as well as the privately owned Afghan air carriers — is not allowed 

to operate flights to Europe. 

6.2.2 Infrastructure 

Afghanistan’s aviation infrastructure and fleet were severely damaged by the 

US invasion in 2001. The first opportunity to build up Ariana Afghan Airlines again 

was after the US forces stabilised the country at the end of 2001, yet the 

infrastructure was damaged and although the country was stabilised, the forces were 

still heavily fighting the Taliban. 

Airport: Amount: 

International 3 

Major domestic 4 

Regional domestic 17 

Military 3 

Table	  10:	  Airports	  of	  Afghanistan	  

Several international projects are launched to improve Afghanistan’s aviation 

and rehabilitate the airports. A major project is a ten-year aviation plan launched by 

the Asian Development Bank (ADB) worth US$1 billion (EIU ViewsWire, 2004). The 

ADB identified that air transport is a basic necessity for access to Afghanistan’s 



STUDENT RESEARCH SHOWCASE Aeronautica, Issue 5, 2013	  

 

	   50	  

remote areas. The two-decades long conflict destroyed the civil aviation infrastructure 

and the reconstruction of the regional airports became an urgent priority for the 

government. This aid program involves assisting the government in the 

reconstruction and rehabilitation of the regional airports. In addition, a human 

resources program was set up to strengthen the Ministry of Aviation and Tourism and 

operational assistance was provided after the reconstruction of the airports (Asian 

Development Bank, 2004). 

More support from India was announced when the Indian Prime Minister 

Manmohan Singh and the Afghan President Hamid Karzai signed a Memorandum of 

Understanding (MoU) in 2005. This MoU is aimed at building capacity and 

strengthening the institutional structure of Afghanistan’s aviation sector. Included are 

areas such as airport management, air traffic control, navigational aids, safety and 

aircraft maintenance (The Times of India, 2005). 

Also, the Japanese government invested in Afghanistan’s infrastructure by 

funding a new passenger terminal at Kabul airport. This $35 million terminal was 

opened in November 2008 and can handle one million travellers per year (BBC 

News, 2008). The US also invested in Afghan infrastructure by installing a state-of-

the-art radar system and support by training air traffic controllers and maintenance 

personnel. This radar allows Kabul International Airport (KIA) to increase capacity by 

allowing 24-hour operations (Embassy of the United States, 2010). These aid 

programs allowed KIA to grow from an airport lacking basic equipment and runway 

lights with 20 daily flights in 2001 to an international airport with 300 movements per 

day in 2010 (Embassy of the United States, 2010). 

After the stabilisation of Afghanistan, foreign air carrier also commenced flights 

into Afghanistan. These improvements are delicate as the security situation in 

Afghanistan is stable, although Taliban insurgents are still active in the country (US 

department of Defence, 2012). Today, 11 foreign passenger airlines and six foreign 

cargo carriers are operating flights to Afghanistan. 

Furthermore, fuel is one of the major expenses for an airline. Since fuel prices 

are subject to demand, global economy and stability, prices vary heavily over time. 

Also, the efforts to transport fuel to remote areas — such as Afghanistan — increase 
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the fuel price.  When comparing the Afghanistan (aviation) fuel price to the ‘standard’ 

global level, one will find that fuel in Afghanistan is roughly twice as expensive. In 

March 2013, the global fuel price was US$3.00 per gallon, while the price was 

US$6.06 in Kabul (AeroPortos, 2013). Since Kabul is one of the main airports in 

Afghanistan, one can expect fuel to be even more expensive on the remote airfields 

scattered around Afghanistan. This fuel price is a consequence of the world fuel 

price, Afghanistan’s security level and the major effort required to transport the fuel 

through Afghanistan’s terrain to the airfield. These conditions do not directly influence 

the bargaining power of the fuel supplier; however, it proves that a good relationship 

between airlines and fuel suppliers is important to operate as efficiently as possible. 

To conclude, Table 11 summarises the PESTLE factors influencing 

Afghanistan’s aviation environment in the period 2000-2012. 

PESTLE factor: Description 2000-2012: 

Political -Unstable Taliban-led government until 2001 

-Transitional government installed in December 2001 

-Stability restored, although Taliban still active 

Economic -GDP increases since intervention and new government 

-Buying power of Afghan people low 

-Dependent on import (petroleum/food) 

-Major foreign and government investments in 

development of aviation 

-Relatively high fuel prices 

Social -Average income ‘low’ 

-36 % lives under the Afghan poverty-line 

-77 % lives in remote areas 

-Aircraft hijacked by Afghani people trying to flee from 
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Taliban 

Technological -Little amount of educated personnel available 

-Level of sophistication of technology low 

Legislative -Afghanistan subject to UN-sanction which banned all 

international flights during Taliban regime (until 2002) 

-Airlines of Afghanistan subject to EU-regulation 

(blacklist) preventing them from operating into the EU. 

Environmental -Nil 

Table	  11:	  PESTLE	  factors	  Afghanistan	  2000-‐2012	  

 

 

 

 

               

Figure	  8:	  Ariana	  Afghan	  Airlines	  aircraft	  at	  the	  tarmac	  (Montgomery,	  2008)	  
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7. WHAT FORCES ARE DRIVING INDUSTRY COMPETITION IN THE IRAQI 
AND AFGHANI AVIATION ENVIRONMENTS? 

Airlines in conflict countries have to form a strategy like every other company. 

This strategy is usually based on the environment and — in case of an existing 

company — internal factors. Porter developed a model, which can be used to 

analyse an industry and competitors (Porter, 1998). The Five Forces Model focuses 

on the influence of five forces: Industry competitors, Potential buyers, Substitutes, 

Suppliers and Buyers. By conducting this analysis for the major (government-owned) 

airlines in Iraq and Afghanistan, an image of the forces driving the industry 

competition will be formed. This image will later contribute to the SWOT analysis of 

these companies. 

           

Figure	  9:	  Porter's	  Five	  Forces	  Model	  (Porter,	  1998)	  

7.1 Iraq 

The major airline operating domestic and international services in Iraq is Iraqi 

Airways Company (IAC). This company was officially founded in 1945; however, the 

airline was grounded by the UN because of the Iraqi Invasion of Kuwait (UN Security 

Council, 2003). Apart from some occasional flights to transport pilgrims to Muslim 

cities, Iraqi Airways did not operate any other international or domestic flights during 

the 1990s. Operations restarted on 3 October 2004 with a domestic flight (Iraqi 

Airways UK, 2006). The company then started expanding the network with domestic 
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as well as international flights. Iraqi Airways now offers flights to more than a dozen 

domestic and international destinations (CNN Travel Staff, 2013). 

7.1.1 Intensity of competition 

Since the political stabilisation in Iraq in 2005, the competition on the Iraqi 

aviation market increased in the domestic and international network. Iraq’s security 

level improved and this created opportunities for private initiatives and foreign airlines 

to access the Iraqi market. Currently, six Iraqi airlines are competing on the domestic 

market — one of them being the government-owned Iraqi Airways Company: 

Airline: Fleet: Destinations:  Base: 

Iraqi Airways 

Company 

21 (26-01-2013)  

40 on order 

15 options 

29 (6 domestic) Baghdad 

Al-Naser Airlines 3 9 (4 domestic) Baghdad 

Azmar Air 3 (01-2008) 8  Sulaymaniyah 

 

Kurdistan Airlines Inactive  Erbil 

Sawan Airlines Inactive  Erbil 

Tigris Air 1 Charter-airline Baghdad 

Table	  12:	  Airlines	  based	  in	  Iraq	  

The figure above displays the three active airlines, and the three inactive 

airlines (or without regular services). Iraqi Airways offers flights to six domestic 

destinations. Azmar Airlines does not operate any domestic flights; it uses two 

airports to conduct international operations (Azmar Air, 2013). Al-Naser Airlines is a 

real competitor on the domestic markets, operating domestic flights between four 

destinations. With the little direct competition of these airlines, the competition on the 

Iraqi (domestic) aviation market is relatively low. The aviation environment in Iraq is 

still limited and — supported by the growing economy — there is much room for 

growth on several domestic routes. For example, in 2006 four commercial flights 
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were operated from Baghdad International Airport. This airport is considered Iraq’s 

largest International Airport. This number increased to 125 daily scheduled flights on 

20 March 2013 (Al-Shaher, 2013). The increase occurred after UN forces were able 

to achieve a level of relative security. The weak competitive environment enables 

airlines to expand their networks without real threat of other airlines.  

The international market is more competitive with several airlines commencing 

regular public travel (RPT) services to Iraqi Airports after the intervention and 

stabilisation. These airlines have established brands, networks, cultures and 

procedures, which they can benefit from when starting a new service. The foreign 

airlines are a real threat to Iraqi Airways’ international network and competition on the 

international network is harder when comparing to the domestic network. The 

developments of the international market should be closely monitored by Iraqi 

Airways to be able to respond to changes, maintain and enlarge their position. 

7.1.2 Threat of entry 

During the regime of Saddam Hussein, the Iraqi airspace and aviation market 

was highly influenced by politics. On top of this, the UN forced a no-fly zone in the 

1990s, which grounded Iraqi Airways (Defence, 2009). As of 1992, the UNSC 

allowed Iraqi airways to resume domestic operations. After intervention by UN forces, 

a government was established. The government — in combination with the relative 

security — created opportunities for Iraqi Airways to resume operations and for other 

airlines to enter the Iraqi market. The threat of entry of competitors to the market 

depends mainly on the existing barriers for entry. These barriers prevent — or at 

least discourage — other airlines from entering the market. 

Iraqi Airways Company had to resume operations with a little amount, which 

meant that economies of scale were not a barrier for new entrants. In other words, 

Iraqi Airways was not able to achieve economies of scale with their small number of 

aircraft, which meant that there was no barrier regarding economies of scale for other 

airlines. Since the market was immature at that moment, other airlines could 

relatively easy compete. This resulted in five other airlines starting operations on the 

Iraqi market. These newly founded airlines often leased aircraft to start operations.  
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Another barrier for new entrants can be product differentiation. This means 

that established firms have their brand identification and reputation. This can be an 

issue for new entrants, as the entrants have to provide different service levels to 

effectively compete. Iraqi Airways was the only established brand on the market; 

however, their reputation was affected by the loss of aircraft during wars, 

interventions, groundings and suspended operations. The market was open for 

everyone to start an airline and take a share of the demand for air traffic in Iraq. 

An important requirement for starting an airline is capital, which is needed to 

acquire infrastructure, equipment and aircraft. Relatively major investments are 

needed when starting an airline. The highly regulated and technologically 

sophisticated character of aviation requires these major investments. This is an 

actual barrier for new entrants, because access to large funds is needed to start 

competing on the market. 

Government policy is another source of entry barriers. The government is able 

to limit entry to industries; however, this did not happen after the stabilisation. As 

aviation can be a catalyst for the economy, the government did not limit entry to the 

aviation market. 

7.1.3 Threat of substitutes 

The threat of substitutes for air transport in Iraq is limited. The function of 

transporting people and goods can be done by rail or road transport as well. Iraq has 

roads, waterways and railways that can be used for transport of people and goods 

(CIA, 2013). The unique capabilities of air transport in terms of speed and range set 

this service apart from ground-based transport. These capabilities are not met by any 

other form of transport worldwide, which implies the threat of substitutes for Iraqi 

Airways is relatively low. 

7.1.4 Bargaining power of buyers 

The buyers, or customers, of Iraqi Airways have indirect bargaining power. 

The buyers’ power increases when different companies can meet their demands. In 

the aviation industry, customers base their decision mainly on price and service. But 

to be able to make a decision, multiple airlines must offer the same service. 
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Currently, domestic flights are offered by two airlines, while there are more 

competitors on the international market. A third element influencing customers’ 

decisions is safety. Although safety does not significantly influence the choice of 

customers, customers will focus their decision more on safety when flying into a 

(post-) conflict area. Safety of the aircraft, airline and airport is important, as well as 

security. Since this is hard to measure for the average customer, customers will rely 

on historical information (preferably recent history) about the performance of an 

airline regarding safety. Conducting safe and secure operations is a requirement for 

Iraqi airlines to be able to attract customers and expand operations. 

7.1.5 Bargaining power of suppliers 

Suppliers of Iraqi Airways are different companies; these vary from aircraft 

manufacturers to fuel suppliers and airports. The Iraqi economy is growing and this 

results in opportunities for several companies. The suppliers have a big interest in 

expansion of the economy and thus in Iraqi Airways. A growing aviation environment 

will offer opportunities for expansion of the supplying companies. Especially the 

maintenance companies, airports and fuel suppliers can benefit from an emerging 

aviation environment. Suppliers traditionally have power over the airlines, mainly 

financially. The interests regarding market growth of the suppliers slightly transfer 

more power to the buying side (e.g. airlines).  Iraqi Airways should invest in building a 

relationship with these suppliers. In that way, they can strengthen each other and the 

growth of the economy and aviation sector are mutual benefits. This will change 

when the environment becomes more competitive. This will happen when the 

capacity offered by the different airlines meets demands. At this point, competition 

will increase. 

7.2 Afghanistan 

The Afghanistan aviation environment consists of one state-owned airline and 

some private commercial airlines. Ariana Afghan Airlines is the state-owned airline. 

This airline is the subject of analysis in terms of Porters Five Forces (Porter, 1998). 

The other (private) airlines will be part of the analysis and their position will be 

addressed as well. Ariana Afghan Airlines was taken over by the Taliban when they 

invaded Kabul in 1996 (LA Times, 2002). The UN ended this period by grounding 
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Ariana Afghan Airlines completely by UNSC Resolution 1267 in October 1999 (UN 

Security Council, 1999). After the military intervention by US-led forces in 

Afghanistan on 7 October 2001, the Taliban was not longer in charge of the country. 

This created an opportunity for Ariana Afghan Airline to commence operations again. 

The UN ban on flights was lifted in January 2002, resulting in commencement of 

international operations the same year. During the following years, the intervening 

forces were still present; however, Ariana Afghan Air continued the build-up of the 

airline and other private initiatives resulted in three other airlines commencing 

operations from Afghanistan. Also, international foreign airlines commenced 

operations to Afghanistan’s international airports. 

7.2.1 Intensity of competition 

Ariana Afghan Airlines faces competition in two different markets — the 

domestic and the international market. Both of these competitive environments will 

be addressed. 

Table 12 summarises the competitors on the domestic market.  Ariana Afghan 

Airlines offers flights to four domestic destinations. Kam Air is the second passenger 

carrier on the domestic market and this privately owned airline offers flights to three 

destinations. Safi Airlines dropped their domestic routes in 2009 as a consequence of 

heavy competition and steep discounting between Ariana Afghan Airlines and Kam 

Air (Francis, 2009).  Competition in the domestic market is strong and intense, even 

though Afghanistan is in a developing state. This offers opportunities to change 

routes and strategies to avoid direct competition like Safi Airways did.  The growing 

Afghani air transport market allows new air carriers to start operations and offer 

domestic flights. This increase in mobility for Afghan people as well as visitors, 

tourists and businessmen creates opportunities and will support economical growth. 

This economical growth will result in an increased demand for air transport, which is 

an opportunity for Afghan airlines. Important for the few Afghan airlines is to be able 

to accommodate this increased demand and grow with the economy. By growing, the 

carriers will become more flexible, capable, achieve economies of scale and thereby 

lower costs. Ariana Afghan Airlines is the biggest player on the Afghan domestic 

market; however, Kam Air — founded in 2003 — is a fresh competitor with its visors 
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aimed at the future. Kam Air is an important competitor on the domestic market as 

the competition between Kam Air and Ariana Afghan Airlines has already led to price 

discounting on some routes. 

 

Airline: Fleet: Destinations:  Base: 

Ariana Afghan Airlines 8 17 (4 domestic) Kabul 

Kam Air 5 8 (3 domestic) Kabul 

Khyber Afghan 

Airlines 

 Cargo Jalalabad 

Safi Airways 4 6 (no domestic) Kabul 

Table	  13:	  Airlines	  based	  in	  Afghanistan	  

The three Afghan airlines are all offering services on the international market. 

Ariana Afghan Airlines has a firm position by offering flights to 13 different 

international destinations, while Kam Air and Safi Airways are offering five and four 

foreign destinations respectively. Safi Airways is also investing in code share 

agreements with foreign air carriers to expand their network and attract more 

passengers. As of October 2012, Safi Airways had code share agreements with 

Etihad and Gulf Air, which significantly expands Safi Airways’ network (Safi Airways, 

2013). The use of this code share agreement is one of the ways to ‘bypass’ the EU 

Commission sanction that prevents Afghan carriers from operating into Europe. Safi 

Airways is able to enter the European market and offer flights to Europe through their 

code share agreements with Etihad and Gulf Air. 

Also, foreign airlines started competing on the Afghan international market by 

offering flights to destinations in Afghanistan. Currently, 11 foreign airlines offer 

services to Kabul, three airlines offer flights to Kandahar and one foreign airline 

operates to Herat International Airport. Most of these airlines are more experienced 

and have a larger fleet. Therefore, competition on the international market is more 

difficult for the three Afghan passenger airlines. The three Afghan airlines should 

choose one of the three generic strategies to achieve competitive advantage in their 
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environment. Focus, differentiation and cost leadership are the three strategies 

identified by Porter (1998). The diversity of the carriers operating into Afghanistan 

can be an opportunity for competition. Ariana Afghan Airlines, being the national 

carrier, can engage the Afghan nationality and patriotism to attract customers. Other 

opportunities are competing by cost leadership, which has proven to be an effective 

strategy in the aviation environment (Alamdari & Fagan, 2005).  

7.2.2 Threat of entry 

The aviation market in Afghanistan has been growing since the country’s 

security level stabilised after Operation Enduring Freedom and the International 

Security and Assistance Force commenced operations. The aviation market opened 

to foreign airlines and private Afghan initiatives. This led to establishment of Kam Air 

and Safi Airways in 2003 and 2006. Also, foreign airlines entered the Afghan growing 

market. By bringing new capacity, these airlines try to gain market share. Because of 

the increased demand for air transport, especially since 2003, these airlines all 

gained their share. One of the few barriers to entry is the requirement for capital; 

however, the developing economy of Afghanistan offers opportunities for cost 

recovery and profitability. The market now exists mainly for aid workers, government 

personnel and tradesmen. As long as Afghanistan’s economy keeps growing, the 

demand for air travel will grow as well. The amount of aid workers will decline; 

however, tourists will find their way to Afghanistan, as well as Afghani refugees who 

fled the country during the Taliban regime.  

7.2.3 Threat of substitutes 

The threat of substitutes is extremely low for air carriers — simply because 

there is no alternative transport mode that can equal the speed and distance covered 

by airplanes. In addition, aircraft are able to reach remote areas, which are not 

accessible by conventional road/rail/sea transport. These unique characteristics 

make air transport not substitutable at this moment in time, especially on longer 

routes. A proper rail or road network might be a possibility to compete with air travel 

on regional routes. Since Afghani airlines domestic network covers fairly long 

distances; there is no threat of substitutes for the Afghan airlines. 



STUDENT RESEARCH SHOWCASE Aeronautica, Issue 5, 2013	  

 

	   61	  

7.2.4 Bargaining power of buyers 

Bargaining power of buyers increased heavily since the deregulation of air 

travel. Air carriers were able to compete on price and service — two major influential 

factors on the buyers’ decision. The buyers in this business — the passengers — of 

the Afghan market have already proven to have bargaining power. Due to discounts 

on the domestic markets, Safi Airways ceased domestic operations and focused on 

the international market (Francis, 2009). This is a clear sign of the power of buyers, 

as the customers were led by the price and created strong competition based on 

offering the lowest airfares. By moving from the market, Safi avoided lowering fares. 

This move reduced the capacity offered on the domestic market and thereby 

decreased competition. This turned out to be advantageous for all three players; 

however, another market with a lower level of competition must be available to move 

to. For Ariana Afghan Airlines the bargaining power of buyers is constantly 

influencing the level of the airfares, which is a common practice in the contemporary 

global aviation environment. 

7.2.5 Bargaining power of suppliers 

Afghan Airlines have several suppliers, which are able to influence the 

strategy and operations. Important suppliers for Afghani airlines are fuel suppliers, 

aircraft (spare parts) manufacturers and airports. One of the advantages of a growing 

economy and aviation environment is that local suppliers and carriers have common 

interests.  

Most of Afghanistan’s airports are government-owned and investors own some 

of them. These airports are an important requirement for an airline to operate 

services. On the one hand, the airlines depend on the services provided by the 

airports. On the other hand, the airlines are the main source of income for the 

airports. Airline operations are a direct source of income because they use facilities 

like runways, aprons and terminals. Also airline operations cause indirect income by 

creating a passenger’s demand for transport to and from the airport. In addition, the 

passenger will spend money on food and presents at the airport. This mutual 

dependency encourages airports and airlines to invest in a good relationship, 

because this good relationship will increase revenue for both organisations. This 
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relationship can come under pressure when competition increases and multiple 

airlines are using one airport. Such a development will increase bargaining power of 

the airports (suppliers). 

Lastly, aircraft manufacturers are a powerful supplier to a lot of airlines. The 

Afghani airlines do not (yet) do business directly with the world’s aircraft 

manufacturers — mainly because the airlines do not have the financial resources to 

buy new aircraft. The Afghani airline are using wet/dry lease constructions as well as 

buying second-hand aircraft or receiving them as a donation to improve aviation. 

When aviation ‘takes-off’ in Afghanistan, the demand for aircraft will increase. This 

demand — in combination with growing/sufficient resources or investments — will 

provide opportunities to buy new aircraft. At that moment the airlines will be 

confronted with the power of the supplier. Lessons learned from past contract 

negotiations between airlines and manufacturers indicate that having two options 

with different aircraft manufacturers significantly improves the power of the buyer (the 

airline). 
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Figure	  10:	  Ariana	  Afghan	  Airways'	  stewardess	  (Kiviat,	  2013)	  
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8. WHAT ARE THE STRENGTHS AND WEAKNESSES OF THE IRAQI AND 

AFGHANI AIRLINES AND WHAT OPPORTUNITIES AND THREATS ARISE 
FROM THEIR ENVIRONMENTS? 

To answer the last sub-question, the main airlines in Iraq (Iraqi Airways) and 

Afghanistan (Ariana Afghan Airlines) are analysed by conducting a SWOT analysis 

(Porter, 1998). This analysis will provide information about the internal situation and 

external environment of the airlines by addressing Strengths, Weaknesses, 

Opportunities and Threats affecting the organisation. The basis for the analysis is the 

knowledge gained in the previous chapters. To give an in-depth insight on the 

opportunities and threats for these airlines, the analysis is supported by the results of 

the PESTLE analysis and Porter’s Five Forces Model. These models reviewed the 

macro-environment and the competitive environment of the airlines. 

For this chapter, the focus is on the government-owned airlines of Iraq and 

Afghanistan. This decision is made to improve the quality of the analysis and to 

address specific elements regarding these companies. Since there are similarities 

between the state-owned and private airlines, the results partly apply to other airlines 

operating in the conflict countries as well. However, these results should be reviewed 

before applying them to other airline, as state-owned and private airline differ in many 

ways. 
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Figure	  11:	  SWOT	  analysis	  (Porter,	  1998)	  

8.1 Iraqi Airways 

Iraqi Airways had been a flourishing airline before the Gulf wars. At that time, 

Iraqi Airways had a relatively modern fleet and operated flights to destinations in the 

Middle East, Europe, Africa, the United States and even South America (Londoño, 

2010). Iraqi Airways was among the best and largest in the region. The Hussein 

regime, Gulf wars and the intervention in the early 2000s paralysed Iraqi Airways. 

Iraqi Airways revived during the period 2004-2012 and this SWOT analysis will 

identify several factors affecting Iraqi Airways’ strategy. The focus will be on core-

competencies and how to utilise these to gain competitive advantage to grow the 

airline and aviation environment. 

8.1.1 Strengths 

By continuing operations as the same airline that operated before the conflicts, 

the Iraqi government inherited both strengths and weaknesses. Firstly, Iraqi Airways 

used to be an influential player in the region. This position was totally lost and Iraqi 

Airways focused on functionality after commencing operations in 2004. Punctuality, 

customer service and gourmet meals were of secondary importance. Even though 

the service does not meet the standards Iraqi Airways had before the conflicts, the 

Iraqi identity is definitely a strength of this airline. The Iraqi pilots are known for their 
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perseverance, they kept operating aircraft during wartime. This core competence is 

one of the key factors that attract Iraqi passengers. A lot of Iraqi refugees are still in 

— mostly European — foreign countries (The Local, 2009). By offering flights to 

destinations to where many Iraqis fled, Iraqi Airways can help reunite families. The 

fact that a traditional Iraqi airline offers this possibility improves the image of the 

airline. 

Secondly, the pride of Iraqi Airways’ personnel and the Iraqi citizens are 

strengths (Middle East Economic Digest, 2008). With the flourishing years of the flag 

carrier in the backs of their heads, personnel as well as customers have a great pride 

in working for, and flying with Iraqi Airways. Also, the Iraqi people are encouraging 

Iraqi Airways to develop and be an important international player again.  

Another strength is the position on the domestic and regional market. Iraqi 

Airways offers more domestic routes than their competitors and recently renewed the 

regional fleet by purchasing Bombardier CRJ-900 aircraft. These aircraft are 

operated on regional routes and will help Iraqi Airways to establish a firm position on 

the domestic market. By offering connections with domestic and regional airports, 

Iraqi Airways will reinforce their international network as well. 

Fourthly, in contrast to the majority of international airlines, Iraqi Airways is still 

a totally state-owned airline and therefore has access to funds and special rights 

because of country sovereignty (Doganis, 2000). The Iraqi economy — and thus the 

government — will benefit from an extensive domestic and international air transport 

network. Iraqi government supported Iraqi Airways by purchasing airplanes and 

‘leasing’ them to Iraqi Airways. These constructions allow Iraqi Airways to grow 

significantly and thereby establish and improve their position in the global aviation 

environment. 

As of 2010, Iraqi Airways introduced electronic ticketing (Al Sumaria, 2010). 

This will enable Iraqi Airways to retrieve a place in IATA and improve their 

competitive position in the region. Other advantages of this system are eradication of 

administrative corruption, manipulation and fraud. This ticketing system is an 

important step in the modernisation of Iraqi Airways and improves their position in the 

international competitive environment. 
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8.1.2 Weaknesses 

Since Iraqi Airways is in a revival, they do not have an established position in 

the market. This causes weaknesses, which will be addressed in this section.  

Firstly, Iraqi Airways’ reputation corroded since Hussein took control of the 

airline and used it to support his regime. This reputation did not significantly improve 

because of the NFZ, intervention and the UN ruling that prevented Iraqi Airways from 

operating. In addition, the company reduced because of the conflict and has been 

working on establishing a position on the market since 2004. 

Secondly, the fleet configuration of Iraqi Airways is diverse, which signifies 

higher operating costs compared to airlines with a high uniformity regarding fleet 

configuration. By the latest aircraft purchases by the Iraqi government, Iraqi Airways 

is increasing the unity of the fleet. There is no information regarding retirement of 

existing airplane to reduce diversity, however, Iraqi Airways ordered relatively large 

numbers of three different aircraft for regional, short-haul and long-haul operations, 

as shown in Table 14. This improvement reduces training, maintenance and thus 

operating costs, enabling Iraqi Airways to operate more cost efficiently. 

Aircraft Active On order 

Airbus A320 3  

Airbus A321 2  

Airbus A330 1  

Boeing 737 2 30 

Boeing 747 1  

Boeing 767 1 1 

Boeing 777 1  

Boeing 787  10 

CRJ 900 6 4 



STUDENT RESEARCH SHOWCASE Aeronautica, Issue 5, 2013	  

 

	   68	  

Table	  14:	  Fleet	  configuration	  Iraqi	  Airways	  (Airfleets,	  2013)	  

At the moment, Iraqi Airways utilises several dry and wet lease contracts to 

conduct operations. Even though these constructions are perfect opportunities to 

grow without the need for large investments, disadvantages come with them as well. 

By using dry and — especially — wet lease contracts, Iraqi Airways is not able to 

promote their Iraqi identity as much as when operating their own aircraft. More 

importantly, the dependency on these contracts denotes a transfer of power and 

responsibility. Iraqi Airways has a wet lease contract with the German charter airline 

Blue Wings. This operator conducted flights from Baghdad to several destinations in 

Germany; however, they ceased operations in 2010 because of bankruptcy, which 

forced Iraqi Airways to suspend their flights to the destinations in Germany (Arab 

Aviation, 2010). 

Lastly, the global aviation industry developed during the time that Iraqi Airways 

was not operating. Iraqi Airways’ development came to a stop and valuable 

knowledge, resources and personnel were lost, whereas other airlines and the global 

market developed further into the contemporary aviation environment it is at this 

moment. This means that Iraqi Airways’ development in general — and technological 

development in particular — lags behind other airlines. One of the aims for Iraqi 

Airways should be to attract knowledgeable maintenance, operations, ground and 

flying staff to train and supervise new personnel. This need for training caused by the 

‘operations pause’ is one of the areas of attention. 

8.1.3 Opportunities 

Iraq — being a conflict country — has been developing in the period 2003-

2012. This economic development raises opportunities for all sorts of businesses, of 

which aviation is one. The opportunities — imposed by the macro and competitive 

environment — for Iraqi Airways will now be addressed.  

Firstly, Iraq has great oil reserves. Currently, Iraq has the 6th largest oil reserve 

in the world. Most of the crude oil is exported; however Iraq has refineries in which oil 

is transformed into petroleum products (CIA, 2013). This large oil reserve is a unique 

opportunity for relatively cheap jet fuel production. The demand for refined petroleum 

products is currently higher than local production facilities can supply, which means 
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that Iraq has to import refined petroleum products. Iraq’s consumption of refined 

petroleum products is 818,000 bbl/day (2008 est.), whereas production is 410,500 

bbl/day (2011 est.) (CIA, 2013). This situation raises the price of jet fuel, which would 

not be the case if Iraq possessed capacity to refine enough crude oil to meet its own 

demands. This is an opportunity for Iraqi Airways because when the fuel production 

capacity increases, the fuel prices will drop as a result. If Iraqi Airways invests in 

refineries or establishes its own, the costs of operating the fleet will decrease. Iraqi 

Airways has an opportunity to decrease the fuel expenses by vertical integration. 

This will enable Iraqi Airways to increase profit or lower airfares, which will reinforce 

Iraqi Airways’ position on the international market. 

Another opportunity for Iraqi Airways to keep the costs low is hiring Iraqi 

personnel. The average income is low-to-middle (CIA, 2013). Since this is below the 

world’s average, an opportunity exists to have lower expenses for labour than 

competitors in the international environment. This strategy would fit the ‘Iraqi identity’ 

core competencies of the organisation; however, a big effort has to be made to train 

this staff. The wages will increase to above national average after training, therefore 

employing this trained staff will not be on a low-to-middle income level, although still 

lower than similar trained employees from more developed countries. 

Thirdly, during the absence of Iraqi Airways, the global aviation environment 

became highly competitive (Doganis, 2000). This resulted in airlines developing 

creative solutions for cooperation to remain competitive. Most important forms of 

cooperation are code share agreements, alliances and bilateral agreements/mergers 

(Doganis, 2000). Iraqi Airways missed this development and this is an opportunity to 

expand the network and offering more travel opportunities for the customers. 

Investing in code share agreements or becoming member of one of the three major 

alliances will expand Iraqi Airways network and thereby attract more customers. This 

inexpensive way to expand an airlines’ network has proven to be highly effective and 

has become common practice in the global aviation environment. 

Fourthly, Iraq’s economy has been growing since the political stabilisation in 

2005. The increase of GDP shows this economic growth and offers opportunities for 

Iraqi Airways. As proven earlier in this paper, the economy and aviation can both 
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benefit from each other’s growth. The economic growth is likely to continue because 

of the large amount of resources (i.e. crude oil) and relatively cheap labour costs. 

The growing economy and industry in Iraq will attract more businessmen in the 

future, who will have a demand for more air transport. 

Another sector of Iraq’s growing economy is tourism. Now that the level of 

security has increased — especially since 2007 (NBC News, 2007) — more tourists 

will find their way to Iraq. The government is encouraging tourism and has identified 

this as one of the opportunities to strengthen Iraq’s economy (Debusmann, 2007). 

Iraqi Airways can make use of this opportunity by offering international flights for 

tourists to Baghdad and Basra — cities that have tourist attractions and facilities. 

8.1.4 Threats 

Iraqi Airways’ environment also threatens the organisation in different ways. 

These threats are now addressed and will conclude the SWOT analysis.  

Firstly, the security situation in Iraq has had a great influence on Iraqi Airways’ 

operations. After the intervention and stabilisation of the nation, the security situation 

improved significantly, leading to increased political and economical stability. 

However, security remains a threat for an airline, as airlines — aircraft in particular — 

have proven to be interesting targets for those with an interest on destabilisation. 

Several hijacks as well as attacks on aircraft confirm this (Bureau of Political-Military 

Affairs, 2011). The attack on a cargo aircraft in Baghdad is an example that occurred 

in Iraq in November 2003. Even though this threat is global, the risks in a conflict 

country are higher because of the continued presence of destabilising influences. 

Also, Iraqi Airways is subject to national and international legislation. 

Complying with this legislation is an important requirement for operating aircraft. 

Deviating from this legislation can result in limitations or even grounding of the airline.  

Iraqi Airways should follow the developments regarding this legislation and regulation 

closely to be able to respond to changes and assure continuing operations. 

Additional major threats for Iraqi Airways are current competitors and new 

entrants. The Iraqi market opened for other airlines after stabilisation and became 

more attractive after the security level increased. New entrants can be both private 
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initiatives in Iraq or foreign airlines offering services to Iraq. Five private airlines 

commenced operations in Iraq, of which three are still offering flights and competing 

on the domestic and international market. 

Several airlines commenced operations to viable destinations in Iraq such as 

Baghdad, Basra, Mosul and Erbil. These airlines are competing directly with Iraqi 

Airways on the international routes. Different strategies can be used to remain 

competitive towards these airlines — one of them being removing the competition by 

starting code share agreement or joining an alliance. (i.e. ‘If you can’t beat them, join 

them’) Another possibility is to strengthen the international position by offering 

connecting domestic flights. 

Figure 2 summarises the analysis and presents the Strengths, Weaknesses, 

Opportunities and Threats for Iraqi Airways. 

 

Figure	  12:	  SWOT	  analysis	  Iraqi	  Airways	  
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8.2 Ariana Afghan Airlines 

Before conflicts emerged in Afghanistan, Ariana Afghan Airlines was 

considered an airline of ‘good standing’. Ariana Afghan Airlines first specialised in 

international operations, thereafter merged with Bakhtar Afghan Airlines; creating one 

national carrier for domestic and international routes (Flightglobal, 1989). Meanwhile, 

first conflicts arose — the Soviet-Afghan war — and Afghanistan became a theatre 

for several wars and ruling of the Taliban regime. These wars affected the operations 

of Ariana Afghan Airlines, although operations continued until a UNSC Resolution 

grounded the airline in 2001 (UN Security Council, 1999). After the intervention of 

international forces and the overthrow of the Taliban regime, Ariana Afghan Airlines 

resumed operations and started building a new company in 2002. The pupose of this 

SWOT analysis is to identify the factors influencing the strategy of the Ariana Afghan 

Airlines. Focus will be on identifying core competencies and how to use these to 

achieve the best results and grow the airline and thereby the economy. 

8.2.1 Strengths 

First of all, the current workforce of Ariana Afghan Air is highly motivated. 

Many of them were part of the organisation before and during the wars in 

Afghanistan. Although all 1,300 staff were sacked in 2001 as a result of the UNSC 

Resolution grounding the airline, many of them take pride in restoring the airline and 

contributing to development of the Afghan economy (Clark, 2001). Especially the 

pilots are regarded as brave and loyal since most of them continued operations 

during the conflicts. This devotion of staff is a strength for Ariana Afghan Airlines.  

As almost every country has its ‘flag carrier’ or national airline, Afghanistan 

also needs a carrier that can function as the pride of the nation. Ariana Afghan 

Airlines was setup in 1955 and operated very well — especially with support of the 

US carrier Pan American World Airways (Flightglobal, 1989). This history and pride of 

Ariana Afghan Airlines remains an important factor — in particular to attract Afghan 

customers and tourists.  

Lastly, Ariana Afghan Airlines is a state-owned airline. This means that the 

Afghan government has an interest in a successful airline and will also invest in this 
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airline. The fact that Ariana Afghan Airlines is government-backed gives them power 

and opportunities to grow. Crucial for Ariana is to get access to governments funds 

by showing the government the importance of the carrier for development of the 

national economy. 

8.2.2 Weaknesses 

Ariana Afghan Airlines also faces weaknesses — some of them induced by 

the conflicts that devastated the country and the airline — others as a result of the 

characteristics of the airline. 

Firstly, the configuration of the fleet influences all of the other departments of 

the company. The fleet should be a result of an analysis of market opportunities 

resulting in a viable network strategy (Flouris & Oswald, 2006). Common fleet 

configuration of the majority of the legacy carriers is a result of historical decisions 

and current strategy. Ariana Afghan Airlines’ fleet is a result of wars, influences of 

Soviet and Taliban and international aid programs. The current fleet consists of 10 

aircraft, of which four are from a pre-war era. These aircraft are relatively aged and 

built on old technology. The post-war aircraft are either sponsored by the nations that 

support Afghanistan’s developments or bought from other airlines (The Times of 

India, 2005). This weakness of Ariana Afghan Airlines can be taken away by aligning 

its fleet with its strategy and thereby achieve cost advantages on the fields of flight 

operations, training and maintenance. 

Aircraft Active On order 

Airbus A300 2 - 

Airbus A310 2 - 

Boeing 727 4 - 

Boeing 737 2 - 

Table	  15:	  Fleet	  configuration	  Ariana	  Afghan	  Airlines	  (Airfleets,	  2013)	  (CH	  Aviation,	  2013)	  

Secondly, Ariana Afghan Airlines’ reputation is earlier considered a strength; 

however, it is a weakness as well. The airline kept operating during the wars and was 
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controlled by the Taliban for four years. During that time, the airline was used for a 

variety of illegal operations including transport of Islamic militants, arms, cash and 

opium through the UAE and Pakistan (LA Times, 2002). Even though Taliban forced 

the management and staff of Ariana Afghan Airlines into these operations, this period 

is considered a black page in the history of Ariana Afghan Airlines. The damage to 

the reputation of the airline will influence the decision of potential customers whether 

to fly Ariana Afghan Airlines or an available alternative. 

Thirdly, the conflicts and grounding of Ariana Afghan Airlines affected the level 

of experience, training and knowledge in the company. The global aviation 

environment developed on a fast pace, while Ariana Afghan Airlines was struggling to 

survive in a difficult environment. The low level of development resulted in a decision 

of the European Commission to ban the airline from operating to nations within the 

EU in 2006 (European Commission, 2012). Ariana Afghan Airlines lags behind the 

international aviation community momentarily and has to invest in development of 

training and knowledge (e.g. by attracting foreign experienced personnel).  

8.2.3 Opportunities 

Afghanistan is now in a process of repair and development. This offers 

opportunities for Ariana Afghan Airlines. Also, environmental changes, demography 

and the international environment offer opportunities.  

First of all, the general state of the Afghan economy is improving, as growing 

GDP figures since 2003 showed. This growth has been between 1 % and 21 % (!) 

(CIA, 2013). Even though Afghanistan is still one of world’s poorest nations, this 

rising GDP means a growth in buying power of the Afghan economy. The direct and 

indirect relationship between economy and aviation will imply an increase in demand 

for air travel — both domestic and international. 

Another opportunity for Ariana Afghan Airlines is tourism. Afghanistan 

possesses tourist sites and some international events that attract tourists. The 

Afghan Ministry of Tourism is not functioning really well; however, internal 

investments are funding development of tourism in Afghanistan (Athena Information 

Solutions Pvt. Ltd., 2010). These investments are aimed at development of tourism in 
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Afghanistan’s safe regions. Ariana Afghan Airlines can play a vital role in 

encouraging tourism and enabling tourists to fly into Afghanistan’s cities and touristic 

sites.  

Thirdly, during the several conflicts in Afghanistan five to six million Afghani 

people fled the country to find a safe place to live (Wasington Post, 2002). The 

majority of the refugees fled to Pakistan and Iran; however many Afghani citizens 

reached European nations. Now that the security in Afghanistan is slowly restoring, 

these refugees are returning to Afghanistan — either permanently or to visit family 

and relatives. Ariana Afghan Airlines can respond to this opportunity by offering 

flights from countries to which many people fled.  

Fourthly, the average income in Afghanistan is low with 36 % of the population 

living below the poverty line (The World Bank, 2011). This directly means a low 

demand for air travel from the Afghani population. This also means that labour costs 

in Afghanistan are low and this creates an opportunity for Ariana Afghan Airlines to 

keep salary expenses relatively low when compared with foreign competitors. 

However, aviation is a highly developed sector that needs educated staff. Thus, 

although labour costs are low, the investments in training will have to be relatively 

high when compared to foreign competitors. 

Ariana Afghan Airlines is currently cooperating with airlines such as Turkish 

Airlines and Air India (CH Aviation, 2013). These projects are valuable because they 

increase the level of training, knowledge and experience of Ariana staff. Cooperating 

with other airlines speeds up the development of the airline. Continuing these 

projects is essential for Ariana Afghan Airlines to ‘catch up’ with the standards of 

international airlines.  

Another way to develop the organisation is by network expansion through 

code shares and alliances. Safi Airways has already identified this opportunity and 

commenced code share agreements with Gulf Air an Etihad (Safi Airways, 2013). 

This network expansion enlarges the group of potential customers and is used to 

‘work around’ the ban on Afghani airlines operating into EU member nations. These 

days, code shares and participation in alliances have almost become a requirement 

for legacy carriers to operate in the global aviation environment. 
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Lastly, several international aid organisations are supporting development of 

Afghanistan. Many major investments in (regional) airports are regarded essential to 

achieve economic growth (Clark, 2001). These infrastructure improvements provide 

opportunities for Ariana Afghan Airlines to expand its domestic network. In addition, 

these organisations provide a continual flow of aid workers in and out of the country, 

thereby increasing demand for air transport services in Afghanistan. 

8.2.4 Threats 

Addressing threats for Ariana Afghan Aviation will now conclude this SWOT 

analysis. These threats are imposed by the environment and can be a result of 

demographic characteristics, the market or the international community. 

Firstly, Afghanistan has limited opportunities for a solid domestic network. The 

markets for the three international and four domestic airports are relatively small; 

however, the 17 regional airports are essential for the majority of the population who 

live in remote areas: 77 % (CIA, 2013). The rough terrain of Afghanistan isolates 

these people and air transport is the fastest — and most efficient — way to connect 

these places to the (business) cities. So while the chances for a solid domestic 

network are low, the opportunities lie in connecting the regional airports to the cities. 

This has also been identified by the ADB and resulted in an aid program to develop 

these airports (Asian Development Bank, 2004). 

Secondly, fuel prices are a threat to aviation worldwide. The increase of fuel 

prices of the last two decades has been a threat to airlines, forcing them to raise 

airfares. Also, airlines have not been able to pass on the full cost increases to 

customers, thereby reducing their profit margins. This development led to an 

emphasis on development of fuel-efficient aircraft. The fleet of Ariana Afghan Airlines 

is relatively old, which automatically means higher fuel consumption and, thus, higher 

fuel expenses. Also, Afghanistan’s rough terrain and geographical position influences 

the fuel prices. All fuel has to be imported by either road, rail or air transport 

(tankering). These transport modes and distances increase the fuel price in 

Afghanistan, which is approximately twice that of the international fuel price. 

(AeroPortos, 2013). 
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Thirdly, Afghanistan is a poor country without many natural resources. The 

majority of the population works in agriculture (78 %), while only 21.4 % works in 

industry or services. However, labour costs are extremely low, so is the level of 

education. In addition, the geographic position of Afghanistan does not create 

business opportunities either. These circumstances do not make Afghanistan 

attractive for businessmen, reduce the growth pace of the economy and the future 

outlooks. Even though business will increase in Afghanistan, Ariana Afghan Airlines 

has to be cautious when aiming their strategy at a high increase of business travel.  

Fourthly, the competition in Afghanistan is already starting to shape the 

domestic market. Safi Airways pulled out of the domestic market, mainly because of 

the strong competition between Ariana Afghan Airlines and Kam Air (Francis, 2009). 

These two airlines now dominate the domestic market and compete directly on 

routes. The domestic market is delicate, yet growing because of the economic 

developments. Safi Airways’ decision to cease operations on the domestic market 

proves the limited size of this market. However, a strong position on the domestic 

and regional market will enable the airlines to offer connections with international 

flights and thereby attract passengers. This network can be critical to compete on the 

international market with Safi Airways, an Afghani airline that focuses of international 

operations. 

Other threats are foreign airlines competing on the Afghani market. After the 

intervention and stabilisation of Afghanistan, foreign airlines commenced operation to 

the three international airports. These airlines are mostly well established on the 

global market and are hard to compete with. The international flights focus mainly on 

India and Middle Eastern countries and are conducted by several foreign airlines. 

Ariana Afghan Airlines has to use its core competencies and domestic/regional 

network to bind passengers. 

Sixthly, the international community imposes a threat on Ariana Afghan 

Airlines by their legislation and power to limit or cease the airline’s operations. An 

example of the past is the grounding of Ariana Afghan Airlines by the UN when it was 

used by Taliban (UN Security Council, 1999). More recently and relevantly, the 

European Commission decided to ban flights of all Afghan airlines from the EU. This 



STUDENT RESEARCH SHOWCASE Aeronautica, Issue 5, 2013	  

 

	   78	  

directly affected operations and Ariana Afghan Airlines was forced to cease its 

European services. This limitation by the EC prevents Ariana Afghan Airlines from 

competing on the Afghanistan-Europe market and favours European airlines that 

operate flights to Afghanistan. Since this ban is national (e.g. applicable to all Afghan 

airlines), Ariana Afghan Airlines has to improve their operations to the required 

standard to receive an exception to the ban and resume European operations. 

Meanwhile, investing in cooperation/code shares with foreign airlines is an 

opportunity to expand the network into Europe. 

Lastly, security will remain a threat for the short and middle term future of 

Ariana Afghan Airlines. Every development in the general Afghan level of security will 

support the airline. However, the permanent threat of security breaches or (terrorist) 

attacks remains. The hijack of an Ariana Afghan Airlines aircraft in 2006 indicates the 

delicate situation (Miller, 2000). These incidents harm the airline’s operation and 

more importantly, its reputation. This incident is resolved peacefully, yet another 

outcome would have had worse effects on Ariana Afghan Airlines reputation and 

operations. 

To summarise the analysis; Figure 4 displays the outcome of the SWOT 

analysis of Ariana Afghan Airlines. The Strengths and Weaknesses of the airline and 

the Opportunities and Threats imposed by the environment are listed. 
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Figure	  13:	  SWOT	  analysis	  Ariana	  Afghan	  Airlines	  
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9. CONCLUSION, RECOMMENDATIONS & DISCUSSION 

During the research presented in the last six chapters, sufficient knowledge is 

gained to address the main question of this paper. This chapter will conclude the 

research by discussing the opportunities, threats and lessons that can be derived 

from the development of commercial aviation in conflict countries in the period 2000-

2012. 

The main question will first be addressed, using knowledge and examples 

from the researched case studies. Thereafter, the recommendations as a result of the 

analysis will be discussed. Last, the discussion will address the limitations of the 

research as well as opportunities for further research. 

What opportunities, threats and lessons can be derived from analysis of the 

development of commercial aviation in conflict countries based on selected case 

studies from Iraq and Afghanistan? 

9.1 Conclusion 

Conflicts damage a country in different ways. The politic, infrastructure and 

economic damage done by civil or military conflicts affects the social and economic 

situation of a nation. After ending or stabilising the conflicts, priorities are to rebuild a 

country’s infrastructure economy. Improvements regarding a country’s aviation 

environment accelerate economic growth. Development of aviation and economy 

strengthen each other. 

Aviation strengthens the economy in three ways. A direct effect of aviation on 

an economy is the creation of jobs for airline and airport personnel. Indirect effects of 

aviation are the demand for infrastructure and air navigation. These — often major — 

investments create business and jobs for a wide range of personnel. A third and most 

far-reaching contribution is facilitating growth and contributing to the performance of 

other industries. The three major catalytic effects of aviation are facilitating worldwide 

trade, improving productivity and being indispensable for tourism. In addition, aviation 

creates social benefits and improves the standard of living. 
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9.1.1 Iraq 

Iraq has been ruled by strongmen and was the theatre of several wars and 

ongoing conflicts between 1953 and 2003. Economic development in Iraq went up 

and down during this period. Iraq possesses great resources of crude oil and oil 

became the country’s main export product. The average income is low-to-middle, 

despite business opportunities created by these oil reserves. However, GDP has 

been growing each year since the US-led forces intervened in 2003. The transitional 

government achieved this economic growth that raised the ‘GDP per capita’. Iraq has 

three major cities with more than 1 million inhabitants each. These cities all have 

infrastructure to support aviation activities. Apart from these potentially viable airports 

other airports are interesting because of their geographic location close to industry 

areas or oil fields. 

The following PESTLE factors were part of the aviation environment in Iraq 

during 2000-2012. The political situation stabilised when a constitutional government 

was instituted in 2005. However, Iraqi Airways is a state-owned airline and stayed 

affected by (foreign) politics (e.g. when an aircraft was impounded in London as a 

result of a dispute between the Kuwaiti and Iraqi governments). The economy has 

been growing each year; the governments invested highly in development of aviation 

by infrastructure projects as well as direct support by purchasing aircraft for Iraqi 

Airways. Security has improved since the intervention, even though this remains 

delicate, as indicated a DHL airplane that was hit by MANPADS after departure and 

had to return to the airfield. Other social factors are relatively low yet improving (e.g. 

income is low-to-middle). The conflicts resulted in technological stagnation with 

knowledge and experience being lost. This led to a low availability of trained 

personnel, which — together with the limited resources — led to utilisation of lease 

contracts to be able to offer services. Lastly, Iraqi Airways is subject to legislation of 

(inter)national governments and other organisations. This led to closure of the Iraqi 

airspace during the Hussein regime and a UN grounding of aircraft as well. Iraqi 

Airways has to monitor their legislative environment to act according to the rules and 

minimise limitations. 
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Iraq’s microenvironment consists of competitors, threats for new entrants, 

bargaining power of buyers and suppliers. The main threats are formed by competing 

Iraqi airlines on the domestic market and foreign airlines on the international market. 

Five private airlines have commenced operations since 2003, of which three still offer 

(charter) flights. Al-Naser Airlines is the only competitor on the domestic market, two 

airlines competing on this growing market means a relatively low level of competition. 

Competition on the international market is more intense, with three Iraqi competitors 

and several foreign airlines competing on flights to Iraq’s international airports. The 

amount of international airlines offering flights to Iraq is still growing. These new 

entrants are a threat for Iraqi Airways’ international network. In the global aviation 

environment, buyers have the power to decide which airline they fly and airlines such 

as Iraqi Airways have to stick to their core competences to maintain and improve 

their position on the market. 

War-torn Iraqi Airways is reviving because of the company’s strengths. These 

consist of the characteristic Iraqi identity and pride of personnel and Iraqi citizens. 

Also, Iraqi Airways is backed by government support that allows the organisation to 

gain access to funds. The current position on the domestic and international market 

is firm and Iraqi Airways especially benefits from connecting these two networks. The 

introduction of an electronic ticketing system strengthened the competitive position of 

the airline. Weaknesses of the airline are the reputation, fleet configuration and low 

technological development. Iraqi Airways used to be a flourishing airline until the 

Hussein regime started using the airline, which negatively affected the reputation and 

image of the airline. The fleet configuration is diverse as a result of the damage done 

and losses during the conflict. This weakness has been identified by the airline and 

new aircraft are purchased to renew the fleet and reduce fleet diversity. These 

purchases will result in shrinking costs of maintenance, training and handling.  

Opportunities for Iraqi Airways are the growing economy, especially in the 

cities and industrial areas. The oil reserves not only create business and demand for 

air travel but are an opportunity for decreasing fuel costs as well. Since the Iraq’s 

capacity for refining oil is currently too low, this can even be an opportunity for 

vertical integration. Lastly, tourism is growing in Iraq and, as the nation’s security 

improves, more tourists will find their way to Iraq. These tourists support airlines 
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directly by purchasing tickets and indirectly by supporting the Iraqi economy. Also, 

many Iraqi citizens fled during the Hussein regime and reuniting these with their 

friends and family is an opportunity for business. However, Iraqi Airways has to be 

careful as they are constantly threatened by their existing competitors — mainly on 

the international market. Also, the Iraqi growth perspectives attract new entrants on 

the international aviation market. Another constant concern is the security situation. 

The improvements of the last 10 years have to be sustained in the future to allow for 

constant growth of the economy and aviation. 

9.1.2 Afghanistan 

Afghanistan has been a theatre for conflicts for many years. After occupation 

by the Soviet Union the Taliban gained control over the country until intervention by a 

multinational force in 2001. A transitional government was installed in December 

2001; however, the forces stayed in the country to continue fighting the Taliban and 

support the rebuilding activities. 77 % of the Afghani population lives in remote areas; 

only 23 % lives in urbanised areas of which Kabul is the biggest city. Afghanistan is a 

poor country; the average income is low. The GDP has been growing significantly 

each year since the intervention. Afghanistan is highly dependent on the import of 

food and petroleum because the resources in the country are limited. This leads to 

high prices for the imported goods (e.g. oil products). The main airports are Kabul 

and Kandahar, although many other regional airports are scattered throughout 

Afghanistan to provide access to the people living in remote-areas. 

During the period 2000-2012, the Afghani aviation environment changed from 

being paralysed by the conflicts to delicately growing again. After the military 

intervention in 2001, political stability was achieved and a transitional government 

started rebuilding the country. The buying power of the Afghani people is low; 

however, the GDP is growing every year — indicating economic growth. The 

international community commenced several aid projects, some of which are aimed 

at improving infrastructure by major investments in airports and air navigation. The 

social aspects of rebuilding the society are starting to take shape, indicated by a 4,7 

% increase in population living in urbanised areas. Nevertheless, conflict and the 

threat of the Taliban remains, proven by Afghani people who hijacked an airplane 
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and flew to London to flee the Taliban regime. International support is needed to 

improve Afghanistan’s level of technological sophistication. The Taliban-ruled 

Afghanistan came to a technological standstill, which means that Afghanistan is 

currently lagging behind the world’s aviation standards. This is one of the reasons for 

the European Commission to ban all Afghani airlines from operating into EU member 

countries. This legislative limitation was instituted in 2006 and is not lifted yet. 

Afghanistan’s state-owned airline is Ariana Afghan Airlines. This airline was 

used by Taliban to transport (illegal) goods and persons before a UN ruling prohibited 

Ariana Afghan Airlines from conducting any flights. The UN ban was lifted after the 

international community intervened, creating an opportunity for Ariana Afghan 

Airlines to re-commence operations. The competition at that time was limited; 

however several private initiatives developed as well as foreign airlines commencing 

services to Afghanistan’s international airports. Competition on the domestic market 

is relatively intense, proven by Safi Airways pulling back from the domestic market 

because of the competition and high discounting by Ariana Afghan Airlines and Kam 

Air. All three of the Afghan airlines offer international flights on a highly competitive 

international market. Safi Airways is cooperating with foreign airlines through code 

shares, which enables them to offer connecting flights on partner airlines to, for 

example, Europe. Apart from the three Afghan airlines, foreign carriers entered the 

Afghan market and started competing by offering international flights to Afghanistan’s 

international airports. The power of buyers is already displayed by the competition, 

which is taking place on the domestic market. 

To compete effectively, organisations must have knowledge of their strengths, 

weaknesses, opportunities and threats. Ariana Afghan Airlines’ strengths are their 

highly motivated and loyal workforce and the national Afghan identity. These soft 

(difficult to measure) qualities must be used to attract Afghan as well as international 

passengers. The low level of experience and technological knowledge is a 

weakness. Ariana Afghan Airlines currently uses many lease contracts, which 

transfer some of the demand for knowledge. Secondly, the reputation is damaged, 

mainly by the Taliban using Ariana Afghan Airlines’ aircraft for illegal activities. 

Thirdly, the fleet currently consists of the aircraft that survived the conflicts 

complemented by sponsored aircraft by the international community. This 
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configuration allows them to operate but is far from effective and efficient. Investing in 

alignment of the fleet configuration with the airline’s business strategy will make 

operations more efficient. 

Opportunities for Ariana Afghan Airlines are the improved security and growing 

economy. These two factors create potential passenger groups such as: returning 

refugees, tourists and businessmen. Another opportunity is the low cost of labour in 

the country. This allows Ariana Afghan Airlines to operate at low costs and improves 

the competitive position. Also, aid projects that improve aviation infrastructure — 

especially in remote areas — have been set up and create opportunities for new 

regional services. Lastly, international cooperation is an effective and efficient way to 

expand the network and offer flights to destinations, which Ariana Afghan Airlines is 

not allowed to operate (Europe). Threats for the airline are the high fuel prices and 

legislative limitations, such as the ban on EU flights. Also, the domestic network is 

limited because of the small amount of urbanised areas. The regional network bears 

opportunities on the other hand. Competition on the domestic market is significant, as 

well as the growing competition on the international market. Lastly, security remains 

a concern as the Taliban is active in the country with ‘nation building’ still being 

supported by military and civil services. However currently stable, the effects of the 

foreign military forces leaving in 2014 are difficult to predict. 

9.2 Recommendations 

After analysing development of aviation in Iraq and Afghanistan during 2000-

2012, recommendations will now be presented. These opportunities, threats and 

lessons are based on the analysis, however broadened to be valuable for developing 

aviation in future conflict countries or after interventions. 

To restore aviation after a conflict, the first condition is that military, political 

and social stability are at an acceptable level. Without a level of stability, the 

environment is not suitable for airlines to operate, neither for private initiatives to 

arise and improve competition. Also, state-owned airlines have to analyse their 

position during the conflict and — if having a bad effect on reputation — distance 

themselves from that period or consider continuing as another company. Constant 

threats for an airline are disputes — caused by conflict-related events — that can 
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affect the operations like it did to Iraqi Airways. In the case of a state-owned airline, 

even governmental disputes can affect the business.  

National airlines should stick to their core competencies. The airlines used in 

these two case studies were both flourishing before the conflicts. This ‘flow’ has to be 

picked up again by being the nation’s flag carrier. Since the population is keen to 

improve the country’s image, a national carrier has an important international role. 

A major threat for airlines in conflict countries is the competition in the 

domestic and international market. Private initiatives unfold on the domestic market, 

while foreign airlines enter the international market as soon as an acceptable level of 

security is achieved and there is growth potential. These foreign airlines are a major 

threat, because they will often have experience, knowledge and an extensive fleet 

resulting in advantages such as economies of scale. Unique characteristic of the 

state-owned carriers is that they can connect the international and domestic 

(regional) network. This connection can be decisive for a passenger when 

considering the options. A well-balanced connection between the national and 

international network is one of the features that can set an airline apart.  

Depending on the economic background, conflict countries can have great 

potential for air travel. During the rebuild period, aid workers and government 

personnel will create a demand, thereafter complemented by businessmen, tourists 

and refugees returning to their families. When a country possesses resources or is 

industrialised, this will accelerate the growth and the development of the country. 

One of the legacies of the post-conflict airline is often the pre-conflict fleet. 

Even though several aircraft might be damaged or lost, the lack of resources forces 

the airline to operate services with these aircraft. Afghanistan received aircraft as 

international aid, which complemented their fleet. This all results in a fleet based on a 

pre-war strategy and sponsored aircraft. These days, aligning the fleet configuration 

with strategy is important for an airline to operate effectively and efficiently. Realising 

that an airline cannot start to operate with a newly purchased fleet, the airline should 

aim for aligning the fleet with its business strategy as soon as practicable. 
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International aid can consist of sponsoring aircraft but often includes 

infrastructure improvements as well. These improvements enable airlines to 

commence operations to more destinations and improve their network. 

Lastly, international cooperation has become common practice in aviation. 

Most of these developments took place while Iraq and Afghanistan were subject to 

conflicts and therefore, the airlines missed this revolution. Iraqi Airways and Ariana 

Afghan Airlines are not cooperating with foreign airlines as intensely as the rest of the 

global market. Code shares, alliances, bi-lateral agreements and mergers are used to 

expand networks and offer passengers flexibility, services and opportunities. These 

constructions can enable airlines in conflict countries to indirectly operate services to 

destinations, which they are not allowed to fly to themselves. Also, this international 

cooperation will allow under-developed airlines from conflict countries to accelerate 

the process of gaining knowledge and experience. 

9.3 Discussion 

Though this research is aimed at formulating general opportunities, threats 

and lessons that can be applied when developing aviation in conflict countries, 

readers have to be aware that every conflict country is different. Iraq’s and 

Afghanistan’s demographic, economic and historical background are totally different 

as well as the characteristics of their conflicts. Future conflict countries will most 

probably be different from the case studies used in this paper and demand their own 

strategies, which have to be made to measure. 

One of the difficulties of this research was the availability of information. The 

lack of transparency in conflict countries — and especially their government 

organisations — necessitated creative research. Academic sources — as well as 

less-academic sources such as news articles, websites of international agencies and 

their annual reports — supported the research done. Naturally, the quality of the 

research will improve by the use of airline’s information about financial status, 

capacity utilisation and access to governmental sources regarding the country’s 

development. This information can increase the depth of the analysis and will result 

in more specific strategies. 
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