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structure;

or

(c) to develop networks of services which are
, 11 ff" t(ll

econorn~ca y e ~Clen· •

Provided they can achieve long term stability in

profitable markets, operating firms would probably be indiff­

erent in their choice of these three alternatives. However,

at the Office of the Director-General of Transport, our primary

research aim is to seek more efficient allocation of the trans­

port resources available to the western Australian community:

simplistically, to pursue greater economic efficiency without

causing undue social disruption or individual hardship in the

process.. Therefore, confronted with this problem we had to
dir.'ect our initial research at the third course of action, (c)

above ..

This did not mean we immediately rejected the

present networks as inefficient. or that we discarded the -possi­

bility of future subsidy support for regular air services to

remote areas. Indeed, social welfare and/or developmental

justifications for subsidies could not be ignored. However,

it did mean that we could not avoid making some exploration,

albeit on an a priori basis, of the economic efficiency of

direct subsidisation and cross subsidisat,ion of regular air

services to remote areas ..

L An explanation of econatiic efficiency as an econcxrw wide concept
is contained on page 11 of a paper by Xavier and Affleck (1975).
Their interpretation is that relevant to this paper. In their
explanation these two authors also distinguish between demand
dependant "economic efficiency" and what they call "technical
efficiency" or producing at least cost without relevance to
demmd.
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3 ' . (1) f' d b thas ANR 20 exempt~on serVlces , lve are operate y e

holders of Regular Passenger Transport Airline licences (RPT

licences) (2), and the -remaining seven 3I'8 provided under

arrangements between air charter operators and the owners/

managers of pastoral properties or rniner:al developments (3) ..

The eighteen services referred to above connect

small and/o, isolated communities(4) with administrative and

commercial centres. Most of these centres are located on the

coast and all are nodes or hubs in regional transport networks ..

Consequently, most of them are included on more important

domestic airline routes. Almost without exception, therefore,

regular local air services to remote areas of Western Aust,ralia

can be regarded as feeder type air services.

As a glance at Map 1, attached, reveals these

1. Comronwealth Air Navigation Regulations are set unde> Section 26
of the Air NaVigation Act 1920-1974. Air Navigation Regulation
203 (ANR 203) states that the Secretary of the (Ccmronwealth)
Department of Transport (fomerly the Director-Gene>al of Civil
Aviation) may, if he conside>s that the particular circumstances
of the case so warrant, exempt a pe>:son who holds a charter licence
and who proposes to operate a service fnxn the necessity of ob-'
taining an airline licence, and may approve of the OJ?8ration of
the service for such period and subject to such conditions as the
Secretal:y considers necesscu::y.

2. 'lW:> of these se,vices are perfonred by cha>ter operations under
conuact to MM/\. and COnnair.

3• Strictly, regular charter 8e>vices are not public u'ansport
8e>vices. Howeve>, sc:ne of them, paxticulady those operated in
the Kimberley region, are accessible to rranbel:s of the public.
It can be taken for granted that these are econcxnically viable
operations. In that sense, therefore, they are not relevant to
this paper. However, for reasons which will becane appaxent later
they are not ignored altogethe>'.

4. In sc:ne instances these are single hcmesteads and a few are merely
isolated airstrips.
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nature of the terrain around Tom Price prevent it from being

included on regular j et service routes.

The Murchison Region: as is evident from Map 1,

all exist,ing air service to the Murchison Region radiate from

Perth. They are round trip routes supplied by one operator,

CFS, under an ANR 203 exemption. The air services or the whole

of this network of routes have been subsidised for some years

by both Federal and State Governments. Losses sustained by

the operator are increasing each year.

To avoid tedious repetition later in the paper,

the influence of our analyses and methodology on air service

routes is illustrated only in relation to the Kimberley Region;

as in it the problems are greatest. The regular local air

services in the Kimberley Region are identified and summarised

in Table 1 in the Appendix to this paper. This table reveals

where operators give the most fr:equent services and facilitates

comparison of the distribution of frequency of service and the

distribution of direct subsidy payments. Thus, it gives some

insight into the relationship between demand for regular local

services and the influences on the supply of them.

SUBSIDIES

Existing Subsidies

During 1974/75, the Commonwealth Government paid

about $90,000 (1) and the Western Australian Government about

1. In Australia as a Whole, during 1973/74 the Carm:mwealth spent
about $2 million on direct subsidisation of regular local air
services.
SOurce: Camonwealth Department of Transport, Air Transport Group.
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TABLE 1: COMM:JNWEALTII SUBSIDY PAYMENTS 'ID OPERA'lDRS OF REGUIlIR =
AIR SERVICES IN WESTERN AUSTRALIA.

($' 000)

Air Service Carrronwealth Subsidy Payment
Operator

1971/72 1972/73 1973/74 1974/75

MMA 73 73 55 41
Trans West 12 33 30 22
Murchison Air (a) 16
CFS - 51 35 26

---
Totals 101 157 120 89

(a) Absorbed into Trans West in 1972.

Note: ConnaiI, based in Alice Springs I also operates in Western
Australia. However, the figures for its subsidy for Western
Australian operations are not included in this table as they
cannot be separated from the figures relating to it~ Northern
Territory and Queensland operations"

SCurce: Carrronwealth Department of Transport, Air Transport Group
(Perth) •

t
(1) (2) (3)tial for the operation of airway sys erns "

L In giving evidence before the western Australian Royal COnrnission
into Airline Services conducted by the Hon. Sir Reginald Schcll,
during the last year, Mr. C"J. Srnith. First Assistant Secretary,
Air Transport Policy in the Ccmronwealth Department of Transport
stated, inter' alia:

11 • • • • Civil. Aviation was rather a main target of the
Co<xnbs Taskforce right across the board; and it has
resulted in the twin policies of phasing out the sub­
sidy. and the IrDVarent towards the recovery of 80% of
costs attributable to the operation of our airway systen."

Royal Conmission Report (1975) page 97.

2" One effect of this policy and the tougher line taken by the Ccmn:ln­
wealth in il'rplarenting its local CMnership (of aer'Odranes) schene
ar'e the subject of another of our reports: Gallagher (1975)
(DGT 141)"

3. If making efficient use of available resources is an appropriate
economic objective, it by no means follows that pric:ing based on
cost recovery is an appropriate econanic policy.
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they must have some, albeit indirect, influence on prevailing

fares and freight rates.

The Royal Comw.ission

Sir Reginald Scholl, who conducted the recent

Royal Commission (1) into Airline Services in Western Australia,

looked closely at the subsidies paid to regular local air

services in West,ern Australia.. Sir Reginald went to consider­

able pains, in his Report (1975), to distinguish between direct

or external subsidies paid to an organisation such as an air­

line and the practice of cross-subsidisat,ion or subsidisation

from within the organisation. Following this, he discussed

Commonwealth policy on "developmental" subsidies for airlines,

and then, questioned both the wisdom and the motivation of

the recent Labour Government in withdrawing direct 'Commonwealth

subsidies to regular local air services ..

There are important and fundamental differences

in approach to the philosophy of subsidisation between the

Royal CornmissioneI and ourselves. Unlike him we see subsidi­

sation as an underlying cause of, rather than a solution to

tqe problems now facing the operators of regular local air

services in the Kimberley and Murchison Regions of Western

Australia" Nevert,heless, we agree with him that it is an im­

portant issue.. Also, like him, we think a distinction should

be drawn between cross-subsidisation and direct subsidisation

and that the two issues should be discussed separately.

are fundamental issues and a great deal of confusion can

from either failing to distinguish between them or talking

about both together.

1. The pr:ime purpose of the Royal Ccmnission was to examine the
propcsition that TAA ccxrpete with MMA on intrastate routes in
WesteJ::n Australia.
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The basic economic philosophy behind the total

system approach (or "total service concept Jl
) is that high costs

of operating feeder routes are tolerated because it is only

thro1.lgh the accumulation of traffic from feeder routes that

economies of scale and, thus, low unit costs can be achieved

on trunk or arterial routes.. In addition, it would be claimed

that the costs of operating such a transport network cannot

be arbitrarily allocated to any section of it" let alone to

an individual service.

Despite the rneri ts of these argument,s, cross-sub­

sidisation of feeder services, which is implicit in the "total

service concept", can usually be justified only when it is

necessary for the operator of the service network to maintain

cont,rol over' feeder services in order to reap t,he economies

of scale needed on the trunk routes to make his whole

profitable.. Such control may be required where the operator

has onear more competitors on the t,runk rout,es (l).. A similar

case can be advanced for cross-subsidisation when control of

feeder or branch routes is required in order to stave off in­

termodal competition which may affect the viability of a total
, (2) b 'd' , ' 'f' d hoperat10n " Cross-su Sl 1satlon can also be ]UStl le were

it is carried out in order to gain control of feeder services

which offer sound prospects of future profitability (3) ..

Provided a firm is not forced into it by legislation, it is

1. The relevance here to the proposal to introduce TAA on intrastate
routes in Western Australia should be apparent ..

2. For instance, the operators of a railway system may be willing to
hand over branch line operations to road hauliers if they could
be sure that the latter would not canpete also with their main line
operations and eat into the econanies of scale which main line
capacity offers.

3. This policy is being pursued by Trans West Airlines in the Pilbara
on routes serving Nullagine, Marble Bar and Hillside ..
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In relation to air transport, Goodrich (1960) has

given a tacit but quite definite warning that the:r'e is more

to granting direct subsidies than sound policy motivation.

liThe proper course is for the Government to pay a

direct subsidy in recognition that these services

are performing an essential transportation func­

tion which cannot be undertaken as economically or

conveniently in any other way .. " (pages 62-63).

The keys to Goodrich's warning on subsidies are

that the necessity of the transport function and the alterna­

tives available cannot be ignored in assessing the value of a

direct sUbsidy ..

In his Royal Commission Report, Sir Reginald

does not seem to have heeded Goodrich's warning. His some­

what sUbjective judgement in favour of the previous Federal

Government's direct subsi.dies to air services is based on

agreement with their general policies related to development

of the north and primary industry. Nowhere has he

examined whether the transport being subsidised was

to this development. Nowhere in the relevant sections of

the Report, Chapter X, has Sir Reginald examined the

wealth subsidy to ascertain whet,her it waS an effective me,tt,od

of implementing the policies he so emphatically espouses.

Transport is l.l0t usually an end in itself. It

merely a service which can facilitate greater economic and

social welfare in the community. Therefore, the community

rarely benefits dir:'ectly from provision of a transport

Benefits are usually derived indirectly from transport

form of time savings, cost savings, greater accessibility,

cheaper goods and so on. The existence of a transport
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In relation to an analagous situation in the V.B.A.

Gansle (1974) stated:

there is simply insufficient evidence to

show that scheduled air service stimulates economic

development.... ,," •• Federal (D.S.) Government

aid to carriers for provision of service to small

communities is not justified on the general argu­

ment of economic stimulus .... ".

"

sufficient basic infrastructure to act as a springborad for

either "development" or the generation of future demand. In

addition, our analyses indicat,e that direct subsidisation has

encouraged local air service operators, including MAA, to grow

beyond whatever could be regarded as the minimum size required

to provide this basic infrastructure. The analyses also in­

dicate strongly that, in the past, the payment of subsidies

to local air services have not been active or passive agent

in encouraging "development lf
•

It has been shown, above, that direct subsidy to

an air service operator is not likely to lead to great

in consumer satisfaction. In addition, a direct subsidy t,o

an air service operator, which guarantees a ma:rk'~up on cost,

may nullify any incentivE he has to reduce costs. Operators

must have known that, if they provided the service required,

the Commonwealth would pick up the tab, however poorly theY

allocated their capital and other resource inputs. There

no real evidence to suggest that direct subsidy payments

made conditional on an operator seeking the least cost

of operating his service; an almost automatic reaction

open market conditions. Our analyses have revealed some

obvious inefficiencies among regular local air service

particularly in relation to aircraft operating c,Osts, the
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ANALYSES OF EXISTING SERVICES

Analysis of Aircraft Operating Costs

Customarily, air service operators keep the costs

of operating their aircraft separate from all other: costs ..

Most of the latter have definite joint cost characteristics

and are lumped together as overheads and calculated on an

annual basis" Aircraft operating cost.s, invariably calculated

on a "block hour" basis I are usually referred to as direct

operating costs (1) (2) "

Precisely the same itemised split up of direct

operating cost data was not supplied by each operator" All of

the data supplied did not apply to precisely the same period

of time. In addition, it is possible that a few items which

some operators regarded as overheads others regarded as

1. Cost or: speed. of an aircraft per "block hour" includes, as well as
actual flying time, time taken in moving en the tamac both prior
to take-off and after landing"

2" SO!1>2 COIrqJOnents of direct operating oasts exhibit joint oast charaC'"
teristics" Therefore, in the short run particularly, it would be
difficult to justify allocation of all direct operating costs to
sJ?eCific routes on a per hour basis. Nevertheless, in this study,
the concept of calculating and quoting all oasts associated with
aircraft operation on a per "block hour" basis has been regarded
as eoonanically acceptable.

Another accoUnting procedure custanary am:::mg air service operators
is splitting direct operating oasts into two groups: variable
and fixErl costs" In concept, this strategy is econcxnically accept,­
able" However, SO!1>2 of the methodology operators errploy to split
costs into their f:ixed. and variable canponents was unacceptable
the purposes of this study" For instance, the costs of flight crews,
rrost of whan are paid armual salaries I are clairne:i by rrost operators
to be variable by the hour" Plainly they are not" Unfoxtunately,
the cost data which operators supplied, were not sufficiently de­
tailed to permit us to make realistic econamc distinction between
variable costs and fixed costs.
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ts

costs and, thus, included in their direct operating

Despite these lacks of precision and certainty, the

which were supplied for our study, have been regarded as

precise for comparative analysis of the costs of

ri~,,'rat:1nlq different ahcraft. The essential features of this
are exposed in Tables 2 and 3.

ted

2: DIRECr OPERATING aJSTS OF AIOCRAFT USED FOR REGOIAR UJCI\L AIR

SERVICES IN WESTERN AUSTRALIA : = ESTIMATES 1974/1975.

"'------.,---

% $

3.2 177.79
9.3 117.69
2.7 180.90

0.6 108.50

of
Total
ost

9.1 104.50

6.1 71.99
4.6 81.08
8.9 103.90
7.2 95.00
7.8 56.56

Total
costs cost

per
hour

-----
--_.

Maintenance
and Other

replacement
- ..~ ----- -

Cost % of Cost %1 per Total per
hour cost hour c..

$ % $

70.17 39.5 5.65
43..41 36.9 10.. 96
91.87 50.8 22.89 1

41.60 38.3 22.40 2

41.00 39.2 20.00 1

24.14 33.5 18.81 2
28.30 34.9 19.93 2
39.93 38.4 30.00 2
26.15 27.5 35.37 3
20.62 36.5 10.07 1- __..L...-_

.. --1......

Cost item

23.2
23.0
19.1

18.0

18.7

24.5
21. 7
17.0
18.5
31.1

Crew

._-------..._-_.

Fuel/oil

Type
of

ai='aft

Table 2 contains a straight comparison of the direct

costs of aircraft used on regul.ar local services in

Australia. With one important exception, the total



--_. --hour for
Costs per tonne/am of

pacity kilcmetre
---,--- - -----ew Total Fuel/oil Crew Total
ts cents cents cents cents

.3 5.5 7.5 5.. 1 23.1

.5 6.7 9 .. 0 6.. 7 29.. 2

.1 10.8 7.0 7.8 40.5

.1 11.6 9.. 0 7.. 1 39.2

.7 14 .. 3 11..1 9.. 0 48.4

.5 10.1 6.. 9 lO.. 7 43.7

.0 13 .. 9 7.. 8 9.0 41..6

.4 14.3 6.8 7.. 3 43.1

.. 7 14.8 7.4 8.2 44.3

.3 10.. 7 4.. 0 13.2 42.6
- --

1
1
2
2
2
2
3
2
2
3

Costs per
each kilogr

carrying ca

1.9
2.1
1.9
2.7
3.3
1.6
2.6
2.3
2,.5
1.6

Fuel/oil Cr

cents cen

-----_.+--

Type
of

aircraft

direct operating costs per hour increase di:r:ectly with carrying

capacity, ranging from $56.56 for the Cessna 206(F) operated

by Trans West to $17 7.79 for the Douglas DC-3 operated by

Connair.. It was anticipated that such a relationship would

exist. The impoI'tant exception is the DHC-6-Twin Otter operated

by MMA.. At $180.90 per hour, its estimated direct operating

costs exceed even t,hose of the Douglas DC-3 which has almost

double its freight carrying capacity, and are about 65% greater

than those of Connair's DHl14-Heron which has a comparable

commercial caIrying capacity and greater range"

TABLE 3: DIRECr OPERATING COSTS PER UNIT OF CARRYING CAPACITY OF AIRCRAFT
USED FOR REGULAR = AIR SERVICES IN WESTERN AUSTRALIA : oor
ESTIMArrEs 1974/1975.
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Douglas DC-3
DHl14-Heron
DHC-6-'IWin otter
Beech-65/A20-Queenair
Beech-65-Queenair (a)
BN-2A Islander
Beech-58-'Baron
Cessna 402
Cessna 310R
Cessna 206(F)

(a) crude estimate.
Source : Derived from Table 2 and Table 4 ..

The cost analysis has been refined in Table 3, in

which a realistically based comparison of the direct costs of

operating the various aircraft is revealed.
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-
g capacity(a)

Freight

ssengers with
Cruising speedrnaxirm.nn

passengers----
no" kgs .. kilanetres/hcur

26 110 250
l5(b) 390 230
15 (b) 300 270
10 70 300

8 - 300
7 80 230
5 130 330
8 10 330
5 190 330
5 80 250

Pa

C3.rrym

730
710
590
730
640
530

kg" ..

3,220
1,750
1,660

930

All
freight

Douglas OC-3
DHl14-Heron
DHC-6--'IWin otter
Beech-65/A20-Queen­
air
Beech-65-Queenair
BN-2A Islander
Beech-58-Baron(c)
Cessna 402
Cessna 3l0R
cessna 206 (F) (d)

Type of aircraft

TABLE 4: CllRRYING CAPACITIES AND SPEED OF AIRCRAFr USED FOR REGULI\R
LOCAL SERVICES IN WESTERN AUSTRI\LIA
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The capacities and speed of the var'ious aircraft

sUbjected to cost analysis are compared in Table 4. In this

paper no further commentary on these figures is needed ..

Source: Australian Depa>tment of Transpmt, Air hansport Group (Perth)"

(a) carrying capacity OVer a distance of 300 kilanetres afte>
allowing for pilot and his equipnent;

(b) Air Navigation regulations reguire that, fm passenger loads
of greate>' than 15, a cabin attendant (hostess) must be em­
ployed on the aircraft;

(c) the Beech 95/C55-Baron has similar physical and cost charac­
teristics to the Beech-58-Baron;

(d) the cessna 210 (L) has simila> physical and cost characteds­
tics to the Cessna 206 (F).

From the comparative cost analysis and t,he brief

look at capacity, above, two aircraft stand out as most

for the type of traffic offering on commuter routes to rp'mn'te

areas of the State. These two, which seem to offer both low

~-------r-------
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The figure quoted for Billiluna means that, on

average f about 5 kilograms of freight are available for each

scheduled fortnightly call and there is one passenger to be

either picked up or dropped in every 8 scheduled calls there"

A situation which is patently ridiculous, particularly in an

aircraft as large as the DHC-6-Twin Otter. No case could be

made to justify a fortnightly air service to Billiluna, on

economic oX" social welfare grounds" And, any service at less

than fortnightly intervals could scarcely be claimed to be
regular ..

The Kimberley Region

AS is illustrated in Map 2, attached, the regular

air services in the Kimberley Region operate on characteris­

tically round trip rather than I:eturn trip routes, with the

aircraft leaving a nodal centre or hub (1) such as Derby and

Kununurra, and calling once each at perhaps 6 por.ts of call

on circular route back to the nodal centre" Nearly all freight

traffic is outward bound from the nodal centres, while passen­

ger traffic would typically be equally divided between the in­

ward and outward direction from the hum of the system" Where

there is a mixture of freight and passenger traffic, in such

a situation, even on the best designed route schedules capacity

can be fully utilized only on take off from the nodal centre.

Short distance internal movements probably account

for less than 20% of passenger traffic and very little of the
freight traffic on these routes"

1. The nodal centre or hub cculd be described as the nerve centre of
a system or neto.Drk of transport routes. It is analogous to the
hub of a spoked wheel in that it isa meeting place for mutes
which radiate from it" In this case, the nodal centre is where
branch or feeder routes meet up with trunk or arterial routes ..
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TABLE 5: ESTIMATES OF DIRECr OPERATING oaSTS AND REVENUE PER ROUND TRIP ON ROUTES
OF SUBSIDISED REGULAR LOCAL AIR SERVICES IN THE KIMBERlEY REGION 1974/75.

Excess of
Direct Average payload revenueOperator Descnption of Flight

operatmg Average over(a) serVlceroutes (a) tlIl1e revenue directcosts
Frelght Passengers operating

costs

BlOCk

I
$ kg. no. I $ $hours

II

IMMA Derby-Halls Creek
and return via,
• Ba1go Hills 5J> 995 780 17 I 915 - 80· Christmas Creek 4 725 490 10 490 -235· Nicnolson 5 905 440 10 I 475 -430• Ord River 5J> 995 440 10 475 -520• G1enroy 3J, 635 430 10

I
460 -175• Bedford Downs 4 725 470 14 590 -130• Fitzroy' CrossLng 3;' 635 480 13 530 -105

MMA Derby-Ka1unburu I- Gibb River 4J, 815 430 9 I 500 -315

Connalr/ Kununurra-East I
Ord Air . Kimberley stations I 5 590 400 7 430 -160

(a) excludes COnnair serVlces from Alice Sprmgs (NT) to Darwin (NT)
through Kununurra and Nlcholson.
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RATIONALISATION OF EXISTING SERVICES

Approach to Rationalisation

Making a number of assumptions, we have developed

a fairly stI'aight,forward plan for rationalisation of regular

air services to remote areas, in which the search for economic

efficiency becomes a sear'ch for a low cost solution to the

problem of allocating the resources available" It allows the

dead wood, in terms of underutilized capacity, to be pruned

away and something like optimum use to be planned for remain­

ing capacity(l).. The rationalisation process developed

operates according to the following format:

(i) Identify each of the functional regions in

which a network of services operates and seek

a unique solution to the problems in it ..

(ii) Within each region, delete those aerodromes

which cannot measure up to criteria established

for their inclusion as ports of call within

the network.

(iii) From an air service point of view, identify

the transport hubs or nodes with the great­

est development potential.. A key influence

on this process is the notion that regular

local air services are essentially feeder

services for main trunk route services ..

(iv) Where possible plan a network of routes which

feed into these nodal centres or hubs, and

1. These assmnptions are elucidated. and corrmente:i on in the main
report on this study: Gallagher (1975) (= 145), pages 63-65
(incl.) and 95-97 (incl.). .
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TABLE 6: AERODI01ES DELEI'ED F.ROM SERVICE IN PLAN FOR RATlOOALISATION OF
REGULAR IDCAL AIR SERVICES IN TIlE KIMBERLEY REGION

Reason for deletion

insufficient derrand for service
insufficient demand for service
insufficient demand for service
insufficient demand for service
insufficient demand for service
insufficient demand for service

insufficient demand for seJ:vice,
" too close to Hall's Creek,
.. close to sealed main road.
too close to another aerodrorre
(Nicholson)
too close to another aerodrome
(Waterloo)

regular local air services in t,he Kirnberleys I

are set out in detail in Tables 2 and 3 in

the Appendix to this Report.. Out of these,

the ports of call set out in Table 6 have

been judged to be superfluous., for reasons

stated in the table. The figures in Table 6

need litt.le explanatory commentary.. It is

patently obvious that there is little demand

for regular air services to most. of the aero­

dromes referred to in it ..

(a) See Table 2, Appendix 1, for previous year's traffic ..
(b) Northern Territory stations ..
(c) Not known, but reputed to be smalL

Annual traffic
1974/75

Aerodrome (a)

Freight Passengers

kg. no.

Bevedey Springs 17
Glenroy 150 11
Cherrabun 430 12
Billiluna 150 7
Ord River 110 2
Lissadell 586
Springvale 769

Kirkimbie(b) (c) (c)

Kildirk(b) (c) (c)
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The essential features of Kimberley Plan "All are
surmnarised in Table 7"

TABLE 7: DETAIIS OF KIMBERLEY PLAN "A" FOR RATIONALISING REGUIAR ux:AL
AIR SERVICES IN THE KIMBERLEY REGION ..

Estimated average
Route Frequency payload for route TbreNo. Route of (e) Distance for(a) se:rvice

Freight Passengers (b)

No .. per KgB. No.. (f) Kms,
week

Service 1: Derby-West Kimberley via

lA Hall's Creek, Ians-
downe, Tableland 1 220 7 930 5.4

lE Hall J 5 Creek,
Christmas Creek,
Jubilee, Nerrirna 1 310 7 950 7.1

lC Hall's Creek,
Fossil Dc>wns,
Leopald Downs 1 270 6 860 4,9

ID Hall's Creek,
Fitzroy crossing 4 290 7 830 4.4

Service 2: Kununurra-East Kimberley via
2A Nicholson, Sturt

Creek, Hall's
Creek, Bedford
Downs 1 390 5 940

Service 3: KunWlurra-North Kimberley via
3A Forest River,

Kalumburu 1 250 6 553
3B Kalumburu, Mit-

chell River, Gibb
River, Karunjie 1 320 5 965

(a) A reference number given to each route for the purposes of the study.
(b) = estimate.
(c) Does not include origin and destination"
(d) Included also in parts of calL
(e) The aircraft types for all routes is the Beech-58~Baron or a near

substitute, in capacity or direct oJ?erating cost, such as Beech
95/C55-Baron or Cessna 310 ..

(f) Nearest whole number to average ..
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While direct. operating costs include pro­

vision for depreciation and interest they do

not include either provisions for returns to

capital investment or overhead costs. Our

educated guess is that the operat,ors con­

cerned would need about a 30% return t,o over­

heads before taking on services such as that

envisaged in Kimberley Plan !lA" and at least

a 10% (after tax) return to capital invest,ed

in the service.. consequently, we would ex­

pect that reVenue should exceed direct

TABLE 8: = ESTIMATES OF DIREel' OPERATING COSTS AND REVENUE PER rouND
TRIP IN PU\N nAn FOR RATIONALISING REGULAR IJJCAL AIR SERVICES
IN TIlE KIMBERLEY REGION.

---------
Expected Revenue

20% increase 20% increase 30% increase

Route
Expected At present

in rates and in rates and in rates" and

direct fares + $40 fares + $30 fares + $30
No. operating

rates and per call per call per call
(a) costs

fares (b) rnininnlm minimum minimum:
charge charge charge

$ $ $ $

Service 1
lA 275 295 390 365
1B 320 325 510 450
le 260 275 375 355
10 245 315 380 380

service 2
2A 330 315 460 420

Service 3
3A 180 260 310 310
3B 320 310 490 430

(a) routes as per Table 7.
(b) May 1975 ..
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At these rates and at 1974/75 prices, we

estimate that tot,al direct operating costs

would be in the oIder of $100,000 and

revenue in the order of $150,000 per year ..

(viii) The suggested increases in freight and

passenger charges may be more than some

users of the service can bear" If so, they

have two courses of action open to them:

either' cease using the service or seek sub­

sidy support.. Collectively, aboriginal

set,tlements and conununi ty and medical welfare

organisations make more use of existing

services in the Kimberleys than do station

owners and mineral developers.. The former

should be well versed in the sources of and

procedure for gaining subsidy assistance ..

The latter may also require subsidy assistance,

but may find the formalities for obtaining

it less well defined but certainly not with­

out precedent. In this they may need

assist,ance.

CONCLUSIONS

Subsidies:

It would be difficult to justify cross subsidisation

types of regular local air services which operate to

mote areas in Western Aust,ralia. While it controls

routes into which t,hey feed, MMA cannot from an

point of view, justify cross subsidisation of the

services it supplies in the Kimberleys"
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institutional arrangements rather than a pattern of demand;

and there is insufficient demand at many ports of call

serviced. This conclusion is relevant in both the Kimberley

and Murchison regions.

Many pastoralists, who as a group actively lobby for the

continuation of subsidy support for operators, do not use

let alone need the regular air services provided to their

properties.

Even where capacity is not under-·utilised, present levels

of freight rates and fares do not allow sufficient returns

to overheads and capital on many regular local air service

routes"

Rationalisation

Kimberley Plan "A" illustrates that the rationalisation

cedure we have developed can be used to plan regUlar local

air services to I'emote areas which will be more financially

sound and economically efficient than those operating at

present.

The rationalisation procedure we have developed, and for

that matter Kimberley Plan "A", itself, are not so much

blue print for the industry, as an endeavour to devise a

strategy for rat,ionalisation which the industry could

A Working Group comprising representatives of government

and the industry could put such a strategy into effect.

This could also cover legal and other aspects of the

ation which are not dealt with in this paper.
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APPENDIX TABLE 1
EXISTING REGULAR = AIR SERIlICES TO THE KIMBERLEY REGION - MAY 1975.

CMth.4 (g) (h)

11 (i)

3 (g) (h)

4

6 (i)

3 (i)

1

51, (e) (g) 2

1 6 (i)

Frequency Number
of of Direct

service: calls subsidies
number en route (b)
per week (a)

Type of
aircraft

used

Type of
service

DHC-6-
RPT 'IWin otter 4 (f)

DHC-6-
RPT 'IWin otter J,(f)

Small
Charter Cessna (1) 1

Operator

(a) excluding origin and destination.
(b) refers only to direct subsidies paid to operator for services on

routes concerned.
(c) service per'fonred by Charter operator under contract to RPr opere,tor.
(e) 11 flights per' fortnight.
(f) sane fortnightly flights on these routes"
(g) t:ilnetable and flight schedule too ~lex for exposition in

table, see relevant map for further details.
(h) average number (per week or per fortnight as required).
(i) includes optional stops en route"
(k) either Beech 95/C55 Baron or Beech-53-Baron"
(1) anyone of the four' SITl3.11 cessnas operated by Aerial Ente:rp"ises.

Description of
service routes

Alice Springs- Douglas
Kununurra-Daxwin Cormair RPT OC-3

DH1l4-
Heron

Kununurra-East Connair)
RPT Beech

Kimberley stations Ord Air) (c) Baron (k)

Wyndham-Drysdale
cessnaRiver area Ord Air Charter
206 (F)

Derby-Yarnpi Sound MMA Charter DHC-6-
'IWin otter

Derby-Hall's Creek
and return via 7
different routes
serving Kimberley
stations MMA

Del:ty-Kalumburu-
Gibb River MMA

Derby-West Kimberley Aerial
stations Enterprises
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Regular local air' service details
Type of

Operator Flight nos .. Frequencyservice

calls per yearcrossing RPT MMA '
460 - 467 260Creek RPT MMA 460 - 467 208RPT Connair 1215 52Springs RPT MMA 468 26DJwns RPT MMA 460 26RPT MMA 461 26RPT MMA 460 26RPT MMA 461 26RPT MMA 468 26RPT MMA 468 26Charter Ord Air

52RPT MMA 467 26RPT MMA 467 26RPT MMA 467 26RPT MMA 464 - 465 52RPT CoIll1air 1229 52RPT MMA 460 26RPT MMA 465 26River RPT MMA 466 26Creek RPT MMA 466 26RPT Connair/Ord Air 1215 52RPT Connair/Ord Air 1215 52Creek RPT Connair/Ord Air 1215 52DJwns RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52(NT) RPT Connair/Ord Air 1215 52Charter Ord Air
52Charter Ord Air·
52Charter Ord Air
52River Charter Ord Air
52Plateau RPT MMA 468 26Charter Ord Air
52Charter Ord Air
52Charter Aerial Enterprises
26Charter Aerial Enterprises
26Charter Aerial Enterprises
26Charter Aerial Enterprises
26Downs Charter Aerial Enterprises
26Charter Aerial Enterprises
26Island Charter' MMA 830 - 835 286Island Charter MMA 830 - 835 286

Operating carpanies and Australian Deparl:ment of Transpcrt,
Air Transpcrt Group, Perth.

APPENDIX TABLE 2
'••":':~~ AREA AEIDD~S SERVED BY REGULAR LOCAL AIR SERVICES IN TBE KIMBERLEY
••~ - SERVICE DETAILS - MAY 1975.
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APPENDIX : TABLE 3
FREIGHT & PASSENGERS AT SELECl'ED AERODRJMES (a) SERVED BY REGULAR LOCAL
AIR SERVICES IN THE KIMBERLEY REGION.

Quantity of Number of Estimated average

Aerodrane freight handled passengers per call -
per annum (b) per annum (b) 1974 (b)

1972/73 1973/74 1972/73 1973/74 Freight Passengers

kgs. kgs .. no" no" kgs .. no. (c)

Fitzroy Crossing 27,750 28,840 755 1,150 100 4
(f) (f)

Hall' s Creek 56,560 71,190 1,305 1,701 280 5
Beverley Springs 1,920 3,300 58 73 (d) (d)
Bedford Downs 1,500 1,480 59 88 40 (e) 2 (e)
Tableland 2,210 3,500 37 90 20 (e) 2
Glenroy 1,170 530 8 17 10 (e)
Gibb River 1,740 3,080 24 39 100 2
Kalumburu 3,500 4,030 112 199 170 6
Billiluna 70 130 3 4 10
Balgo Hills 5,110 9,130 82 137 370 8
Lansdcmne 1,010 2,240 14 12 40
Cherabun 690 1,200 27 20
Nicholson 5,670 13,560 48 125 60 1

(f) (f)
Mt. House 1,280 1,840 44 83 30 2
Ord River 190 830 6 24 (c)
Margaret River 2,590 3,050 16 15 80
Christmas Creek 1,400 1,030 18 27 30 1
Mitchell Plateau 10,960 3,250 57 24 160 1
Lissadell n/a 590 n/a 10
Springvale n/a 770 n/a 20
Stw:t Creek n/a 2,460 n/a 33 50 1
Gordon Downs n/a 5,530 n/a 47 no 1

(a) does not include, for instance, Northe:rn Territory aerodranes
those served only under charter arrangements.

(b) sane, but not all, 1974/75 preliminary figw:'es were available:
these are included in the 1974 estimates of averages per call.

(c) to nearest whole number ..
(d) d8ll'al1d ceased altogether in 1974/75 ..
(e) d8ll'al1d has declined rapidly over last 11:; years"
(f) does not include Oonnair cargo and passengers.
n/a not available.
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