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Foreword

In recent years, there has been much debate over the adequacy of scheduled air
services to and from regional communities. Policymakers at different levels of
government have faced issues regarding the viability, sustainability and accessibility
of air services in some parts of regional Australia. BITRE considers that an evidence-
based approach to understanding the temporal profile of the regional aviation
industry may play a useful role in informing both policy development and the
industry itself.

By amalgamating and optimising existing information, regional aviation data
were collated for the first time into comprehensive time series statistics using a
geographical approach. The report used the constructed database to showcase
analyses on several aspects of the regional aviation industry over time. It provides
comprehensive data analyses of regional aviation trends, geospatial analyses on the
accessibility of regional air services, projections of future regional aviation trends,
and explorations of possible associations between key socio-demographic factors
and the level of access to air services in regional communities.

Through the development of a consistent historical database for regional aviation,
this study establishes a platform for more future research in regional aviation. The
database offers flexibility to conduct various cross sectional or time series analyses;
potentially in conjunction with other data sources.

This projectwas undertaken by Poh Ping Lim under the supervision of Dr David Gargett
and Phil Potterton. The assistance and input offered by Gary Dolman, Jonathan Firth,
David Mitchell, Dr William Lu, Dr Afzal Hossain and Quentin Reynolds in reviewing
the final draft are greatly appreciated. Acknowledgement also goes to Scott Stone
for his contribution during the early stages of the project and Rob Stewart for his
involvement in the final stages of the project.

Phil Potterton

Executive Director

Bureau of Infrastructure, Transport and Regional Economics
April 2008






At a glance

e Revenue passengers carried on regional air routes rose from 6.5 million in 1984 to
16 million in 2005. As a whole, the regional aviation industry grew at an average
annual growth rate of 4.4 per cent.

e Growth in revenue passengers varied across different segments of the regional
aviation market over time. Between 1984 and 2005, the average annual growth rates
for different market segments of the industry were:

o High density regional routes: 7.9 per cent

These routes are primarily between major cities and major tourist destinations
and are often operated by major airlines using high capacity aircraft.

o Other regional routes: 2.5 per cent
— Major cities to regional areas: 4.2 per cent (excluding high density regional routes)
— Regional areas to regional areas: 1.5 per cent
These contrasting trends between passenger growth on major cities-regional routes
and regional-regional routes are particularly marked over recent years. Similarly,
high density regional routes have also grown more strongly since 2000.

¢ The total number of regional airports served by airlines declined from 278 in 1984
to 170 in 2005. Based on the Australian Standard Geographical Classification (ASGC)
Remoteness Structure, the number of airports in very remote Australia experienced
the steepest decline. Despite the significant fall over time, there remained a higher
number of airports in very remote Australia than in other ASGC Remoteness classes
of regional Australia.

* In 2005, 50 per cent of regional air routes had an average of less than three return
flights per week, 40 per cent of regional air routes carried less than 1000 passengers
ayear, 50 per cent of regional air routes had distances of less than 400 km, and 80 per
cent of regional air routes were served by a single operator.

e Regional routes where air services ceased generally share the following
characteristics: flight frequency of once a week or less, route density of less than
1000 revenue passengers a year and route distances of 200 km or less.

e Projectionsof possible future trends between 2005 and 2016 for passenger movements
on regional air routes show the contrasting trends between major cities-regional
routes and regional-regional routes are likely to continue.

* In2005, the spatial analysis in this report suggests thata high proportion of population
(98 per cent) in Urban Centres/Localities (UC/Ls) were located within an assumed
reasonable access distance to some form of regular scheduled air services. Those
UC/Ls with no close access to regular scheduled air services were mostly found
among the small communities.

e Overall, airlines serving regional air routes have gradually moved towards the use of
larger aircraft. Scheduled jet flights on regional routes have also increased in recent
years.

¢ The level of market concentration in the industry has increased over time. Fewer
airlines account for a growing industry output. The industry is churned by a high
attrition rate of airlines and regional air routes. Of the 35 airlines serving regional
airports in 2005, only five had operated continuously since 1984. Many regional air
routes, particularly between regional areas (mostly low volume and short routes)
were rationalised over the years.
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Executive summary

Background

In recent years, there has been much debate over the adequacy of scheduled air
services to and from regional communities. Policymakers at different levels of
government have faced issues regarding the viability, sustainability and accessibility
of air services in some parts of regional Australia. BITRE considers an evidence-based
approach to understanding the temporal profile of the regional aviation industry may
play a useful role in informing both policy development and the industry itself.

This study consolidated data from 1984 to 2005 and developed a comprehensive
database for regional aviation analyses. Using the constructed time series data, the
study analysed various aspects of the regional aviation industry.

Objectives of the study

The purpose of this study is to construct a consistent and comprehensive database
in regional aviation, allowing for analyses over time. By amalgamating and optimising
the existing information, the study seeks to:

e provide abetter understanding of the state of the industry by identifying important
historical trends and issues associated with the industry

e better inform policy choices by assessing where the industry may be heading in
the medium to longer term.

Analyses undertaken using the constructed dataset include:

e in-depth analyses of historical trends in regional aviation

* geospatial analyses on the accessibility of air services in regional communities

* projections of future trends for air passenger movements on regional air routes

e explorations of possible associations between key socio-demographic factors and
the level of access to air services in regional communities.
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Scope and definitions

Consistent with the definition used in BTRE (2003a), regional air services in this report
refer to all regular scheduled air services, either to or from non-metropolitan areas.
Thus, the scope of this study is limited to all regular scheduled air services:

* between metropolitan areas and regional areas; or
e between regional areas.

The definitions of metropolitan and regional areas are based on Australian Standard
Geographical Classification (ASGC) Remoteness Structure. This classification broadly
divides the country into five region types. They are: major cities, inner regional
Australia, outer regional Australia, remote Australia and very remote Australia
(see Figure 1.1 on page 9). According to the classification, metropolitan areas are
categorised under the major cities class and regional areas constitute the other four
classes (that is, inner regional, outer regional, remote and very remote Australia).

In this study, regional airports refer to all airports that are located in regional areas
according to the ASGC Classification. Regional air routes refer to all air routes that
provide regular scheduled air services either to or from regional areas.

Data sources

The primary data source for this study was the Air Transport Statistics (ATS) database.
The ATS database has been maintained by the Aviation Statistics section (AvStats)
of BITRE. It contains a compilation of statistical returns collected for international,
domestic, regional and general aviation since 1984. The ATS collection includes
various key variables for the Australian aviation industry. Hence, it provides a rich
base for assembling time series data in regional aviation.

Other sources of data used in this study include the ASGC Remoteness data and
some socio-demographic data from the ABS Census in 1991, 1996 and 2001.

Report outline
The organisation of this report is as follows:

Chapter 2 provides an overview of historical trends in air services at regional airports,
airlines serving regional airports and aircraft fleets used at regional airports.

Chapter 3 reviews the performance of regional air routes over time.
Chapter 4 evaluates changes in access to regional air services.

Chapter5 presents projections of future trends for passenger movements on regional
air routes.

Chapter 6 examines possible associations between key socio-demographic factors
and the level of access to air services in regional communities.
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Executive summary

Key findings

Historical trends in regional aviation
1. Passenger growth at regional airports

* Anupward trend in the number of passenger movements at regional airports.

Passenger movements at regional airports rose from 8.5 million in 1984 to 17.5 million
in 2005, an average annual growth rate of 3.5 per cent. Notably, with recovery from
the post Ansett collapse downturn in 2001, the annual growth rate was 18.3 per cent
from 2003 to 2004 and 14 per cent from 2004 to 2005.

2. Number of regional airports
e A downward trend in the number of regional airports served by airlines.

The total number of regional airports served by airlines fell from 278 airports in 1984
to 170 airports in 2005.

3. Distribution of passenger movements by the ASGC Remoteness Classification

* The number of passenger movements in every ASGC Remoteness Class of
regional Australia exhibits a generally upward trend.

4. Distribution of regional airports by the ASGC Remoteness Classification

e The number of regional airports served in every ASGC Remoteness Class of
regional Australia exhibits a general downward trend.

Over the past 22 years, very remote Australia experienced the greatest reduction
in the number of regional airports served by airlines, followed by remote Australia,
outer regional Australia and inner regional Australia. Despite the significant fall over
time, there remained a higher number of airports in very remote Australia than in
other AGSC Remoteness classes of regional areas.

The increases in passenger movements at regional airports, coupled with the decline
in the number of regional airports over the years, resulted in a pronounced upward
trend in the average annual passenger movements per regional airport.

5. Airlines serving at regional airports

e The number of airlines serving regional airports displays a general downward
trend.

The level of market concentration in the industry has increased over time. In 1984,
regional airports were served by 52 airlines and processed 8.5 million revenue
passengers. In 2005, regional airports were served by 34 airlines and processed
17.5 million revenue passengers. There are fewer airlines accounting for a growing
industry output.

There has also been significant churn in airlines serving regional airports over the
years. Out of 34 airlines serving regional airports in 2005, only five have continued
to provide services since 1984.
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Over the past 22 years, more than half of the regional airports were served by a
single operator.

6. Aircraft movements and aircraft fleets at regional airports

e While there were almost twice as many passengers in 2005 than in 1984, the
number of flights was lower in 2005 than in 1984.

e Before 1990, an average of 40 per cent of scheduled flights to and from regional
airports was performed by aircraft with fewer than 18 seats. This proportion
fell to less than 20 per cent in the last few years of the study period.

e Aircraft with 30 to 100 seats have continued to dominate aircraft movements
since 1994.

e There has been an increase in aircraft movements by high capacity aircraft
and aircraft with take off weights of 21 tonnes or more.

Overall, the industry is moving towards using larger aircraft to serve regional
airports.

Performance of air services on regional air routes
1. Passenger growth on regional air routes

* A clear upward trend in the number of revenue passengers on regional air
routes.

Revenue passengers carried on regional air routes rose from 6.5 million in 1984 to
16 million in 2005. The average annual growth rate was 4.4 per cent for all regional
air routes versus 6.2 per cent for air routes between major cities.

Within regional aviation:

e Anupward trend in the number of revenue passengers on air routes between
major cities and regional areas.

e A downward trend in the number of revenue passengers on air routes
between regional areas.

The proportion of revenue passengers on air routes between regional areas in the
overall regional market decreased from 32 per cent in 1984 to 9 per cent in 2005.

* Growth in revenue passengers has varied across different segments of the
regional aviation market over time. Below shows a summary of the average
annual growth rates for different market segments of the industry between
1984 and 2005:

o High density regional routes: 7.9 per cent

These routes are primarily between major cities and major tourist destinations
and are often operated by major airlines using high capacity aircraft.

o Other regional routes: 2.5 per cent
- Major cities to regional areas: 4.2 per cent (excluding high density
regional routes)
- Regional areas to regional areas: -1.5 per cent
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These contrasting trends between passenger growth on major cities-regional and
regional-regional routes are particularly marked over recent years. Similarly, high
density regional routes have also grown more strongly since 2000.

Between 2000 and 2005, passenger numbers on air routes between regional areas
had a negative annual growth rate of —6.2 per cent. In contrast, the average annual
growth rate of revenue passengers on air routes between major cities and regional
areas (including high density regional routes) was 8.9 per cent. Over the same
period the average annual growth rate on high density regional routes alone was
12.1 per cent.

2. Number of regional air routes
* A clear downward trend in the number of regional air routes.

The number of regional air routes fell from 816 routes in 1984 to 415 routes in 2005,
mostly due to declines in air routes between regional areas. Albeit a declining
proportion over time, the number of air routes between regional areas has
consistently constituted more than 50 per cent of all regional air routes.

Overall, itisobserved that many air routes between regional areas were rationalised
over the years.

3. Distribution of regional air routes in 2005

* Flight frequency: 50 per cent of regional air routes provided an average of less
than three return flights per week.

* Route density: 40 per cent of regional air routes transported fewer than 1000
revenue passengers per annum.

e Route distance:

o 80 per cent of regional air routes had distances of 1000 km or less. Of all
regional air routes, 26 per cent had distances 200 km or less, 27 per cent
had distances within 200 km and 400 km, 13 per cent had distances within
400 km and 600 km and 8 per cent had distances within 600 km and 800 km.

o Regional air routes of 200 km or less show the steepest decline in number
over the years.

o While passenger numbers travelled on regional air routes in distance
groups greater than 200 km has increased over the years, passenger
numbers travelled on regional air routes in distance group of 200 km or less
has declined.

o In the last few years of the study period, passenger numbers travelled on
regional air routes within 600 km to 800 km increased significantly. The
number of revenue passengers travelled on these routes now exceeds the
number of passengers travelled on regional air routes within 200 km to
400 km.

* Number of operators: 80 per cent of regional air routes in regional Australia
were served by single operators.
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Chapter 3 | Past performance of air services on regional air routes

Victoria

Figure 3.26 depicts a generally increasing trend in both the number of revenue
passengers and the number of flights on regional air routes within Victoria over the
past 22 years. The number of revenue passengers increased from 56 000 in 1984 to
163 000 in 2005, an average annual growth rate of 5.2 per cent. The number of flights
increased from 5730 in 1984 to 8960 in 2005.

Figure 3.26 Intrastate air services on regional air routes in Victoria,

1984 to 2005
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There were two airlines serving regional air routes within Victoria in 1984, as many as
seven in 1994, and three airlines in 2005 (Figure 3.27).

The number of air regional routes served within Victoria was five in 1984. It peaked at
23 in 1989 and fell to seven in 2005 (Figure 3.27).

In 2005, major airlines serving regional air routes within the State were Sharp Aviation,
Regional Express and Eastern Australia Airlines (Table 3.8). Eastern Australian Airlines
carried 54 per cent and Regional Express carried 40 per cent of revenue passengers
on regional air routes within Victoria in 2005.

Major regional air routes within Victoria in 2005 were Melbourne-Mildura and
Melbourne-Portland. The Melbourne-Mildura route has been served by both Eastern
Australian Airlines and Regional Express. It has been one of the fastest growing routes
in Victoria. The route grew from 36 000 revenue passengers carried in 1984 to 135 000
revenue passengers in 2005.
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Figure 3.27 Number of regional air routes and airlines in Victoria, 1984 to 2005
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Table 3.8 Airlines serving regional air routes in Victoria, 1984 to 2005
No. of air routes served in Victoria
— — —m — — — — —m - - - - - —- - —_- NN NN~
Airlines T3 33 22 8 ¥ Y8 e es 888888 8 88
A G &3 N ® ¥ © = N W KR UL o N ® v & =K G XK G
Sharp Aviation | | 2 4
Regional Express 3 3 2 2
Eastern Australia Airlines 2 2 2
Island Airlines Tasmania | | | |
Kendell Airlines 5 7 2 4 2 2 2 4 5 4 4 2 2 2 2 2 2 2 2
Southern Australia Airlines Pty Ltd 2 1 | | | | | | | | | | 2 2 2
Island Airlines | | | | |
Horizon Airlines | |
Airlines of Tasmania Pty Ltd | | | |
Hazelton Airlines Pty Ltd | | | |
Peninsula Air Services I3 3
Phillip Island Air Charter | |
Gawne Airlines |
Flinders Island Airlines 317 21 11

Regional Airlines 3
Pacific Aviation Pty Ltd 2
Murray Valley Airlines | | |
Lloyd Aviation Jet Charter Pty Ltd |

Source: BITRE time series estimates.
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Western Australia

Overall, the number of revenue passengers on intrastate air routes in Western
Australia increased from 0.67 million in 1984 to 1.2 million in 2005, an average annual
growth rate of 2.9 per cent over the past 22 years. In particular, there was a noticeable
increase in passenger numbers after 2002.

The number of flights has generally fallen over the years, from 36 000 in 1984 to 27 000
in 2005 (Figure 3.28).

Figure 3.28 Intrastate air services on regional air routes in Western Australia,
1984 to 2005
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Overall, there was a clear decline over the years in the number of regional air routes
served within the state, in particular, after 1996 (Figure 3.29). The number of routes
reduced from 119 in 1984 to 53 in 2005. There were 10 airlines serving intrastate air
routes in 1984 and nine airlines in 2005.

As in other states and territories, there has been a high turnover rate in airlines in
regional Western Australia over the years (Table 3.9). Sky West is the only longstanding
airline which has operated services continuously since 1984.

Major airlines serving regional Western Australia in 2005 were Sky West Airlines,
Qantas Airlines and Skippers Aviation. Each served 26, 21 and 9 routes respectively.
Qantas Airlines carried close to 63 per cent and Sky West carried 25 per cent of
revenue passengers on regional air routes within Western Australia.

Major regional air routes within Western Australia in 2005 were Perth-Karratha,
Perth-Kalgoorlie, Perth-Broome and Perth-Port Hedland. All carried more than
100 000 revenue passengers a year.
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Figure 3.29 Number of regional air routes and airlines in Western Australia,

1984 to 2005
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Table 3.9 Airlines serving regional air routes in Western Australia,
1984 to 2005

No. of air routes served in Western Australia

Number of airlines

O NV 0V WV VW WV VW Vv VvV o
O VW 0V VM VvV 0V VW VW VW ©
N W A 01 &8 N © o

Airlines

¥861

25861
19861
&|L861
(8861
316861
0
!

w

Skywest Airlines Pty Ltd 39 36 28 33 43 46 61 48 36 34

Qantas Airways 5 7 11 12 11 10

Skippers Aviation |

Golden Eagle Aviation 3 5 6 3

National Jet Systems Pty Ltd 2 2 5 3 3

Great Western Airlines

Air North Regional I3

Maroomba Airlines 5 4 4 | |

Virgin Blue

Northwest Regional 6 8 5

Ansett Airlines of Australia | | | | | I 2 48 54 42 45 36 27 25 29 23

Western Airlines (WA) 7] 4] 4] 4] 4] 4] 4| 4| 4] 4| 4 4 4

Broome Airlines 5 3

Ord Air Charter Pty Ltd 13 16 19 15 12 13 1l 23 17 15

Rottnest Airbus | 2 2 2 1 |

Qwestair | | | 4

Horizon Airways |

King Leopold Air

South-West Air

Goldfields Air Services 6 6 5 5 8 8 7 5 5 4

Airlines of Western Australia 55 55 52 58 56 47 46 55 50 44

Australian Airlines | | 12 2 |

East West Airlines 3 3 3 6 3 |

Australian Airlink |

Airlines of Northern Australia |

Ansett Leased |

Avior Pty Ltd 19 8 11 10

Laurie Potter Airlines 10

Barrack Helicopters |

Midstate Airlines |

Chartair | |
|
|
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Rottnest Airlines |
Tillair

Fortescue Air Charter | |
Jan Beers Aviation 7
Paggi S Aviation |

—— — oo R R|S00T

Source: BITRE time series estimates.
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3.5 Summary

The key features in trends of regional air routes over the past 22 years are summarised
as follows:

1. Passenger growth on regional air routes

e A clear upward trend in the number of revenue passengers on regional air
routes.

Revenue passengers carried on regional air routes rose from 6.5 million in 1984 to
16 million in 2005. The average annual growth rate was 4.4 per cent for all regional
air routes versus 6.2 per cent for air routes between major cities.

Within regional aviation:

* Anupward trend in the number of revenue passengers on air routes between
major cities and regional areas.

e A downward trend in the number of revenue passengers on air routes
between regional areas.

The proportion of revenue passengers on air routes between regional areas in the
overall regional market decreased from 32 per cent in 1984 to 9 per cent in 2005.

e Growth in revenue passengers has varied across different segments of the
regional aviation market over time. Below shows a summary of the average
annual growth rates for different market segments of the industry between
1984 and 2005:

o High density regional routes: 7.9 per cent

Theseroutesare primarilybetween major citiesand majortouristdestinations
and are often operated by major airlines using high capacity aircraft.

o Other regional routes: 2.5 per cent
— Major cities to regional areas: 4.2 per cent (excluding high density
regional routes)
— Regional areas to regional areas: —1.5 per cent

These contrasting trends between passenger growth on major cities-regional and
regional-regional routes are particularly marked over recent years. Similarly, high
density regional routes have also grown more strongly since 2000.

Between 2000 and 2005, passenger numbers on air routes between regional areas
had a negative annual growth rate of -6.2 per cent. In contrast, the average annual
growth rate of revenue passengers on air routes between major cities and regional
areas (including high density regional routes) was 8.9 per cent. Over the same
period the average annual growth rate on high density regional routes alone was
12.1 per cent.

2. Number of regional air routes

e Aclear downward trend in the number of regional air routes over time.
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