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Abstract: The study applies ratio analysis, cash flow analysis, DuPont analysis, and correlation analysis
to examine aviation industry profitability and operational efficiency for the period 2018-19 to 2022
23. As per the findings, there was an excellent performance through 2020, a drop in 2020-21 due to high
leverage and operational problems, and a strong rebound by 2022-23 due to higher net profit margins, asset
turnover, and lower leverage. The major drivers of ROE were found by DuPont studies to be profitability
and asset efficiency, and correlation analysis proved the close relationship between financial returns
and operating efficiency. Asset optimization, technology integration, and cost cutting are suggested in the
paper as methods to maintain growth.

Index Terms - Financial leverage, DuPont analysis, ratio analysis, profitability, operational efficiency,
asset turnover, cost control, and Return on Equity (ROE)

I. INTRODUCTION

The sustainability of any company depends on profitability and efficiency in the long run. Profitability, as
indicated by measurements such as net profit margin, ROA, and

ROE, indicates how efficiently a business makes money compared to its expenses. Efficiency in
operations, measured by metrics such as asset turnover and inventory

turnover, indicates how well resources are utilized to reduce waste

and maximize output. Although profitability and efficiency are separate, they are interrelated—

good inventory management, for instance, can cut costs and increase customer satisfaction. Yet high
profitability does not always mean high efficiency, as inefficiencies can

still erode competitiveness. Companies have to monitor both constantly in order to maintain growth and
long-term success.

11.OBJECTIVES OF THE STUDY

e To study the long term profitability trends

e To quantify the operational efficiency

e To measure the asset utilization.

e To analyze the relationship between operational efficiency and overall profitability.
e To analyze overall profit margins and evaluate the financial sustainability.
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I11.Review of Literature

1. International Air Transport Association (IATA) (2024), "A study on ground handling operations,
focusing on enhancing safety, implementing global standards, and promoting

sustainability”. The results emphasized the urgent need to minimize ground damage,

which is still a major financial and safety issue in the aviation sector. To minimize these risks,

IATA highlighted the need to implement standardized practices like the IATA Ground Operations Manual
(IGOM) and the IATA Safety Audit for Ground Operations (ISAGO). These global norms aim

to provide consistency, compliance, and operational efficiency to different airlines and ground service
providers globally.

2. Reuters (2024) evaluated the "challenges confronted by Air India in modernizing its fleet and

services after its takeover by the Tata Group". The research unveiled major challenges, such as an aging
fleet of outdated aircraft, supply chain issues that impact the procurement of spare parts and new
components, and refurbishment delays of existing planes, all of which have impacted operational
efficiency and customer satisfaction in a negative manner. The challenges have rendered it challenging for
Air India to compete with more modernized international and domestic carriers. To tackle such problems,
Reuters highlighted the pressing need for a $400 million investment to re-

fit and modernize older planes with new interiors, better seating, and upgraded in-flight

services. With these measures, Air India can make itself more competitive, enhance passenger satisfaction,
and establish its niche in the fast-changing world of aviation.

3. Bavone & Patel (2023), which appeared in the Journal of "Aviation Management and

Operations” discusses the importance of efficient resource management in maximizing operational
efficiency in the aviation ground handling sector. The main aim of the research is

to study how strategic resource allocation—Ilike personnel, Ground Support Equipment (GSE), and time—
during peak and off-peak hours can reduce operational costs and maximize efficiency. Additionally,On
going training programs for ground handling personnel improve their flexibility to changing technologies,
enhancing overall service delivery.

4. Sharma, A., & Kumar, R. (2024). "Impact of operational efficiency and innovative business processes
on the financial performance of MFIs." Sharma and Kumar (2024) investigated the interaction between
operational efficiency, innovative business processes, and the financial performance of micro-finance
institutions (MFIs) in their 2024 study published in the International Journal of Techno-entrepreneurship.
The research proved that MFIs that maximize their operations

and undertake innovative approaches realize better financial performance since they support cost
reduction, risk management, and increased outreach to customers. The

research also proved that effective resource allocation, streamlining operational work-flows,

and embracing technology-based solutions allow MFIs to enhance loan recovery rates

and deepen financial inclusion. But to maintain and amplify these advantages, the

authors underlined the need for financial solvency, the culture of continuous growth and learning,

and the use of innovative lending techniques like Al-based credit scoring, alternative data analytics, and
digital financial services.

IV. RESEARCH METHODOLOGY

This research uses an analytical research approach based on secondary data. The research

design offers a logical framework for collecting and analyzing the data, providing that the

approach is consistent with the research agenda. Analytical research has

been utilized to describe available data, analyze various opinions,

and create rational conclusions. In contrast to descriptive research that is concerned with describing facts,

analytical research endeavours to comprehend the in-depth relationships, causes, and

effects concerning the subject, thereby facilitating improved decision-making. The information utilized in

this research is all secondary in nature, collected from the audited financial reports of

the company, such as balance sheets and profit and loss accounts, for the period of five years, from 2018-19

to 2022-23. To examine the information meaningfully, various tools and techniques have

been employed. They consist of trend analysis, ratio analysis, sustainable growth rate (SGR), cash flow

analysis, correlation analysis, and DuPont analysis.

These techniques offer a complete insight into the financial performance of the firm over the years. [J

e Trend Analysis: To determine patterns in profitability. [

e Ratio Analysis: Such as Net Profit Margin, Return on Assets (ROA), Return on Equity (ROE),
Operating Expense Ratio, Asset Turnover, and Working Capital Turnover.
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e Sustainable Growth Rate (SGR): To calculate growth potential without using external funds.
e Cash Flow Analysis: To evaluate liquidity and financial health.
e Correlation Analysis: To check for relationships between significant operational and

profitability measures.
e DuPont Analysis: To decompose ROE into margin, efficiency, and leverage elements.

4.1 GROSS PROFIT RATIO

Year Gross Profit (Rupees in Total Revenue (Rupees in Gross Profit
Millions) Millions) Ratio
2018-2019 1274.18 7071.64 18.01 %
2019-2020 1338.58 7088.01 18.88 %
2020-2021 -2230.85 3341.15 -66.76 %
2021-2022 -19.41 6214.48 -0.31 %
2022-2023 972.97 9322.98 10.43 %

FIGURE 4.1 GROSS PROFIT RATIO
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Findings: Gross margins were approximately 18% pre-COVID, fell sharply in 2020-21, regained 10.43%
by 2022-23.
Interpretation: The firm continued to enjoy high gross margins (~18%) in 2018
2020, declined steeply during the 2020-2021 pandemic, but bounced back to a 10.43% margin by 2022—
2023, reflecting a healthy operational recovery.

4.2 NET PROFIT RATIO

Year Total Revenue (Rupees in Net Income (Rupees in Net Profit Ratio
Millions) Millions)
2018-2019 7071.64 638.11 9.02 %
2019-2020 7088.01 662.13 9.341%
2020-2021 3341.15 -2036.56 -60.95 %
2021-2022 6214.48 153.27 2.47 %
2022-2023 9322.98 783.14 8.40 %

FIGURE 4.2 NET PROFIT RATIO
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Findings: Net margin was positive for 2018-2020, fell to —60.95% for 2020-21, and recovered to 8.40%
in 2022-23.

Interpretation: The firm experienced consistent profits in 2018-2020, suffered huge losses for 2020—
2021, started to recover in 2021-2022, and completely recovered by 2022-2023 with a record revenue
and robust net profit, indicating efficient crisis management.
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4.3 RETURN ON ASSETS

Year Net Income (Rupees in Average Total Asset (Rupees in | Return on Assets
Millions) Millions) (ROA)

2018- 638.11 8238.20 0.077

2019

2019- 662.131 10935.66 0.060

2020

2020- -2036.56 8404.95 -0.242

2021

2021- 153.27 9139.34 0.016

2022

2022- 783.14 10739.84 0.072

2023

FIGURE 4.3 RETURN ON ASSETS
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Findings: ROA was positive prior to COVID, declined to —24.2% during 2020-21, and enhanced to 7.2%
by 2022-23.

Interpretation:ROA of the company was positive during 2018-2020, declined sharply in 2020

2021 owing to pandemic losses, and improved gradually to 0.072 by 2022—

2023, reflecting regained efficiency of assets.

4.4 OPERATING EXPENSE RATIO

Year Operating Expense (Rupees in Total Revenue (Rupees in Operating Expense
Millions) Millions) Ratio

2018- 5797.46 7071.64 81.98 %
2019

2019- 5749.44 7088.01 81.11 %
2020

2020- 5572.00 3341.15 166.7 %
2021

2021- 6,233.89 6214.48 100.3 %
2022

2022- 8,350.01 9322.98 89.56 %
2023

FIGURE 4.4 OPERATING EXPENSE RATIO
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Findings: Operating expenses were 82% of revenue before COVID, reached a peak

of 166% during 2020-21, and became better at 89.56% by 2022-23.

Interpretation: Prior to the pandemic, operating expenses were approximately 82% of revenue.
They reached a peak of 166% during 202021, then improved gradually, reaching 89.56% by 2022
23, showing that cost efficiency was restored.

4.5 ASSET TURNOVER RATIO

Year Net sales (Rupees in Total Asset (Rupees in Millions) | Asset Turnover Ratio
Millions)
2018-2019 7071.64 8,238.20 0.858
2019-2020 7088.01 10,935.66 0.648
2020-2021 3,341.15 8,404.95 0.397
2021-2022 6,214.48 9139.34 0.679
2022-2023 9,322.98 10739.84 0.868

FIGURE 4.5 ASSET TURNOVER RATIO
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Findings: Asset turnover decreased from 0.86 to 0.40, and then rose to 0.87.

Interpretation: Asset turnover decreased from 0.858 (2018-19) to 0.397 (2020-21) with the
pandemic, and recovered to 0.868 by 202223, demonstrating regained efficiency.

4.6 FIXED ASSET TURNOVER RATIO

Year Net sales (Rupees in Net Fixed Asset (Rupees in | Fixed Asset Turnover Ratio
Millions) Millions) (Times)

2018- 7071.64 2,541.67 2.67
2019

2019- 7088.01 3,564.54 1.98
2020

2020- 3,341.15 3,369.41 0.99
2021

2021- 6214.48 3,161.54 1.96
2022

2022- 9,322.98 2,934.47 3.17
2023
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FIGURE 4.6 FIXED ASSET TURNOVER RATIO
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Findings: Fixed asset turnover fell to 0.99 in 202021 but rose to 3.17 by 2022-23.
Interpretation: Fixed asset turnover decreased from 2.67 (2018-19) to 0.99 (2020-21), then recovered to
3.17 by 2022-23, showing much better asset utilization.

4.7 WORKING CAPITAL TURNOVER RATIO

Year | Netsales (Rupeesin |Average Working Capital (Rupees| Working Capital Turnover Ratio
Millions) in Millions)

2018- 7071.64 3,883.93 1.82
2019

2019- 7088.01 2,692.11 2.63
2020

2020- 3,341.15 1,500.28 2.22
2021

2021- 6214.48 1,442.71 4.30
2022

2022- 9,322.98 2,249.59 4.14
2023

FIGURE 4.7 WORKING CAPITAL TURNOVER RATIO
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Findings: Working capital turnover rose from 1.82 to 4.14.
Interpretation: Working capital turnover ratio rose from 1.82 to 2.63 pre-COVID, fell to
2.22 during 2020-21, then bounced back to more than 4.1 by 2022-23.

4.8 SUSTAINABLE GROWTH RATE

Year Net Profit (X Shareholders' Equity ROE Retention | SGR (%)
Million) (RMillion) (%) Ratio
2018-19 638.11 3127.91 20.40% 1 20.40%
2019-20 662.13 3770.05 17.56% 1 17.56%
2020-21 | (2036.56) (loss) 1733.49 (117.51 1 (117,51
%) %)
0

2021-22 153.27 3451.40 4.44% 1 4.44%
2022-23 783.14 4230.70 18.51% 1 18.51%
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FIGURE 4.8 SUSTAINABLE GROWTH RATE
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Findings: SGR was double-digit before COVID, went negative in 2020-21, then bounced back to
18.51% in 2022-23

Interpretation:SGR was double-digit pre-pandemic, declined negative in 2020-21, increased to 4.4% in
2021-22, and recovered to 18.51% in 2022-23.

4.9 CASH FLOW ANALYSIS

Activity Amount (X Million)
Net Cash from Operating Activities 1,173.90
Net Cash Used in Investing Activities (1,280.44)
Net Cash Used in Financing Activities (149.21)
Net Change in Cash & Cash Equivalents (255.75)
Opening Cash & Cash Equivalents (Beginning) 776.18
Closing Cash & Cash Equivalents (End) 520.43

Findings: Raised %1,173.9 million from operations, spent X1,280.4 million, and cash declined to 3520.4
million.

Interpretations: The firm earned X1,173.9 M from operations but, after spending X1,280.4 M and an outflow
of *149.2 M towards finance charges, cash decreased from 3776.2 M to 3520.4 M.

4.10 CORRELATION ANALYSIS

Operating Expense Ratio Return on Equity
Operating Expense Ratio 1.000 0.564
Return on Equity 0.564 1.000

FIGURE 4.10 CORRELATION ANALYSIS

Scatter Diagram: Operating Expense Ratio vs Return on Equity (AIASL)
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Findings: Correlation between operating expense and ROE (r = 0.564) was not significant.
Interpretations: The 0.564 correlation between Operating Expense Ratio and ROE isn’t statistically
significant (p = 0.322), so we cannot reject the null hypothesis.
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4.11 DUPONT ANALYSIS

Year Net Profit Margin | Asset Turnover EqL."tY ROE
Multiplier
2018-19 9.02 % 0.86 2.36 18.30 %
2019-20 9.34 % 0.65 2.91 17.67 %
2020-21 -60.95 % 0.40 4.55 -110.92 % (Loss Year)
2021-22 2.47 % 0.68 4.09 6.87 %
2022-23 8.40 % 1.00 2.20 18.48 %

Findings: DuPont analysis indicated a decline in ROE in 2020

21, recovery based on enhanced profitability, asset turnover, and lower leverage.

Interpretation: DuPont analysis indicates robust ROE in 2018-2020, a steep decline to -110.92% in 2020
21, and a recovery to 18.48% in 2022—23 due to enhanced profitability, asset turnover, and lower leverage.

V. SUMMARY OF FINDINGS

e Gross margins were approximately 18% pre-COVID, plummeted in 2020-21, and recovered to 10.43% by
2022-23.

e Net margin was positive during 2018-2020, declined to —60.95% during 2020-21, and recovered to
8.40% during 2022-23.

e ROA was positive prior to COVID, declined to —24.2% during 2020-21, and recovered to 7.2% by 2022—
23.

o Operating expenses were 82% of revenue prior to COVID, rose to 166% during 2020-21, and recovered to

89.56% by 2022-23.

Asset turnover declined from 0.86 to 0.40, then recovered to 0.87.

Fixed asset turnover fell to 0.99 in 2020-21 but rose to 3.17 by 2022-23.

Working capital turnover rose from 1.82 to 4.14.

SGR was double-digit pre-COVID, was negative in 2020-21, and rose to 18.51% by 2022-23.

Generated X1,173.9 million from operations, invested Z1,280.4 million, and cash fell to ¥520.4 million.

Correlation analysis between operating expense and ROE (r = 0.564) was not statistically significant.

DuPont analysis revealed a decline in ROE in 2020-21, with recovery through enhanced profitability,

asset turnover, and lower leverage.

VI. SUGGESTION

e Improve cost control by renegotiating purchase contracts  and aligning fixed-cost  structures
to maintain the operating expense ratio at less than 85%.

e Optimize asset utilization through periodic performance review, prompt maintenance of ground support
equipment, and redeployment of underutilized assets to peak hubs.

e Employ dynamic pricing or service-level agreements with carriers to enhance revenue per flight
and level seasonal demand swings.

e Spearhead digital transformation—embark on real-time monitoring, predictive analysis, and automation
(e.g., RFID-based baggage handling, Al scheduling) to eliminate delays and drive down labor expense.

e Enhance working capital management by streamlining credit terms, shortening days sales outstanding,
and implementing just-in-time inventory practices to accelerate turnover.

e Diversify revenues with value-added services (premium cargo handling, lounge facilities, ground-
transport alliances) to diversify away from core handling fee dependence.

e Improve cash-flow  forecasting and havea  liquidity  buffer  (e.g., desired cash  balance)
to ride through future shocks without over commitment of short-term deposits.

e Invest in ongoing staff training and incentives tied to performance to support operational efficiency
and high service standards.
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VII. CONCLUSION

The five-year review of AIASL indicates considerable fluctuation in performance, with a dramatic fall in
2020-21 followed by a revival. The research identifies high correlation among Return on Assets (ROA),
Gross Profit Margin, and operating efficiency ratios such as inventory and capital
turnover, and underscores the need for asset management and cost control. Although profitability is
reflected by Net Profit Margin and Return on Equity (ROE), their relationship with operational efficiency
is less strong and implies that more general factors such as market conditions and leverageaffect
profitability. The research concludes that effective asset utilization and cost management are important
determinants of better operational performance. AIASL needs to concentrate on sustained profit margins,
efficient asset utilization and minimization of cost driven growth, complemented by constant financial
analysis and technologically advanced decision making aid.
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