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Groups

T AR Z el kAT R E LA 1 AR B I SE e
A variety of related industrial layout is choice of china aviation groups

= LM EZ AT AR EE R OGER =R

Three issues should be focused in implementing such layout
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Industrial Layout is decisive to the survival and development of Enterprise Groups

> PNk R AR ML SR B R U R A E A ML R R A, R Ab R R AR B 5 AL 1] R
As for Enterprise Groups, Industrial Layout is not only the choice of
business operated but also the placement of its own strategy.

> AANVEERBBMABRRTEEREAALSHHALHS, MERRTMVAELER G LR E
frEEEH TR
To win or lose in operating is decided by accurate placement of operating
models and whole process management rather than which model is good

or bad.
> ARZEHERKBTIESF: Successful cases in different operating models:
o Bl —FHRE. BHRE
Specialization—Toyota / General Motor
- MHRZITM—WBHIFEH
Variety of Related Business: Lufthansa Aviation Group
 JMRZTH—7REBEHBIAT
Variety of Non-Related Business: GE
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> SEEIE, SEREIHEEER AN E RS . AR ANV AEAS R B A BT B
(RFEFT AR BKHBR. BB , #HEINEEREE. 22N

IR B 5 BRI R R R TIHIZ), BRI AERAR. £EHRANGEFETEER
A A A4 KA A BEH4. EREKXWESE, BERCRI
ANV 4 HT S B AIARKREI R BT W), thg B NV 2E 1K
Practice proves that the choice of operating model is a top strategy issue. Any
enterprise in different period of development (including launching, growing,
maturity) have to choose its own model. However, with the restrictions of
objective environment, resources and development ability, enterprises must
choose what to do and not to do. Furthermore, operating model is directly linked

with the placement of current operation and future trend of development, even
key to the success of a company.




PN AT R XS b S B A 5 R R B A P EEA] (continued..)
> BEIEFES H AR RNEERNA, PHRR L E SISl Uk &

CNAH has made a five-year Striding Development by choosing an
appropriate operating model in accordance with our own features.
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AR FEMESHAN B
HLRAFIREL (32 A2 L) 25T FE (Z78) BEEF= (LoD
Fleet Profit (100mil.) Total Assets (100mil.)

Turnover (100mil. Revenue
ton kilos.) (100mil.)
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A variety of related industrial layout is choice of china aviation groups

> MR Z oA R E A s S ] RE I B R K
Variety of Related Business Industrial Layout is periodic requirement for china
aviation groups

® MV LA L

General Principle of enterprise growth

FAF<Z Je T B

Variety of Related Business

AL B

Specialization Period

o [ZeA% 0l 5 1E b e i s ek
— L=t 2R A s, BOHR
N ST NI TEE B R TR A
eS8, AT R s . .

To become a industrial group by

To extend management chain, lower  developing various business

marginal profit, separate non-core operation in upper and lower reaches

business, carry out specialization market or similar products’ market.
operation.
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o HEFiIFEMMAERAN=AKEN B
Three Steps of development on operating models of china airlines)

20024E LA Ja AR 25 ot B B

Variety of related business

AR RART R AL B

Specialization Period in 80’s

Single business, passenger
and cargo transport

ZEMEBUN

Small scale

NV 454 T fj 88

Simple business category
BHELE, £ETER

short Manag. Chain, high
centralization

BAE—

Mixture of government and
enterprises

SLHEARUETA
] 2 ToAL I IR B

Transition period in 90’s

B4 FF

Separation of government
and enterprises

FUEFAR. CHLLEE ST
K, FATAWHEE
Separate air catering, MRO
business

TREMEE

Develop various business
operation

model after consolidation
in 2002

NSRS D Ted SR
Growth of core business and
competitiveness

FEEMVFFLUEPNRE,
TE R AL E R )
Centralization of major
related business and
becoming an industrialization
operation
HHEHER S ZAHENZ
B

Complex of management
and its adaptable operating
model
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® RS RMKE kAR R

CNAH’s System of variety of

related business)

AT B
China National Aviation Corp.
A =TT T~
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> MR T AT R A T AU e R ] SE DL AT RSk

Variety of Related Business Industrial Layout is benefit to our sustainable dev.
L I IRl T N 13 N

Three strategical risks in Airline Business

I Aaut 17 V2 AV 13
FEE Bl 1) A BE M
B — Al HEA R
Ak AN | 43
N4 3

e Aviation group should
set up an industrial
system which can boost
and protect its core
business on the level of
strategic development.

Emergencies

Operating Model
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® DN BRI AH 2 JOAREE T e 1k XU

Lufthansa Aviation Group offset strategic risks through variety business model
PLEIE A0 AMGE Business Extension

G o BANGBERBSEZ O —FEE K
ST RE, MO RIMRIREFFRNLS R4S . Bt
S T NN e IR MRHRITT
e LH’s industrial chain is based on core
passenger bgsiness _and extended to MRO,
! / A% v | ~,l Cargo, Catering, Leisure travel and IT.
o Upax ST o WISHERE R 558 R —
L a %mwﬁ 5RESH%. KRS
é’@ﬂ%MRO ,Lelsgre travel LH’s Principle: in consistent with passenger
\ business strategy and related with and
; ) IT dependent on Passenger service.
ﬁ S o WHESFHE R H I 5RZ O
wtargo - (EIB) 3% SR ER R RS
ﬂﬁ'ﬁ Catering - LH’s Objectives: to strengthen core

competitiveness and anti-risk ability
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o 2005FE N L TNV S5 L E Percentage Chart of LH in 2005)
I\ Revenue EBITDA

i & Catering T fiifrcatering | T

1% Cargo iz pAX ~ isCargg ' RIEPAX

42 MRO $BEMRO

Leisure Travel

Leisure Travel
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® HHICZ TUAL MR 3E = O A e XU P AL 2
mechanism on offsetting those three risks

- ZEFRERRERIEN, £ K5 ZEEERE LA R

Encountering overall risks, every business has different downsize
o FHSSFANL RN A8 BB T AL

Profit ratio of related business is generally higher than core business

W S L AT LA B 58%H) EBITDARI 20044 AL HEBITDARiH
Leading airport in Europe can get 58% Industrial Average EBITDA Profit in 2004
EBITDA profit 17%
° 16%
\/
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= IBE- W T 2315 w2 -
R BRUE: MU IZ M RABA-TEATS v iisy plas WHLRLSE 55 /MRO M) B i AEELE
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Three issues should be focused in implementing such layout

> R IL R Rz Lk

Insist on developing core business first

> L7 IR ASGR 5 SMEY K &S A R

Insist on strengthening intension and expanding extension

> WX RF 4TS A K5 A i s

Insist on developing enterprise group strategy harmoniously
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