
MARKET RESPONSE TO DISCOUNT AIR FARES ON SELECTED DOMESTIC TRUNK ROUTES

H.B. Milloy
Bur~au of Transport Economics

L. Dou91 as
Bureau of Transport Economics

SM. Sull i van
Buy€au of Transport Economics

ABSTRACT:

In recent year's discount air travel on the dome,st-ic T:pwzk netuJork has
increased as a proportion oj' total. t:r>QveZ as there has been a downturn
in full fax'e demand and an increase in the range of discount fares
avaiZable" To gain some insight into th.is ""i,rend a ser>ies of suY'Veys
of Sydney/Melbourne and SydYley/BY'isbane passengers was undertaken
between July 1983 and February 1984" Data were collected on the
demographic and traveL character-istics of fulZ fa;r>e and discount fare
passengers, the alternative travel a:r'I'angements which discount ,fa:t'e
passengers wouZd have made if their fa:r>e type lJQS not available and
pa.ssenger's att'itudes to fare changes"

A SUY'Vey of lntepcity coach passengeps reveaZed major differences
betuJeen the ciharacterist-ics of aip and coach trave ZZeY>s and gave some
in.sight -into the Zatent demand for domestic aip travel..
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I NTRODUCTI ON

Background

On 18 June 1981 assent was given to the Independent Air Fares
Committee Act 1981, which established a committee to "revlew the bas,s on
WhlCh certaw domestic passenger air fares are determined and to determine
those domestic passenger air fares". This Act lists a number of conditions
which, if satisfied, require the Independent Air Fares Committee (IAcFl to
approve a proposed discount air fare and these include:

(a) the introduction of that proposed discount air fare is likely to
improve the profitability of the operations of that passenger operator
in relation to the provision of air services; and

(b) the introduction of that proposed discount air fare is unlikely to
result in economy ai r fares in respect of ai r ser vi ces provi ded by any
trunk route operator over trunk r'outes being increased.

These conditions provide the background to this work as their
i nterpretati on cl early rel i es on an understanding of the market response to
different types and levels of air fares, The basic aim of this work was to
gain further understanding of the discount air fares market in Australia, and
so to assist the IAFC and the aviation industry as a whole"

The measures of market response used in this work are those commonly
used within the aviation industry, namely passenger' dilution, diversion and
generation" Passenger dilution refers to the response of discount air fare
passengers who would have been prepared to pay full fare with the same airline
if their discount fare had not been available. Diversion describes the
response of passengers who would have travelled by another airline if their
discount fare had not been available. Generation describes the response of
passengers who would not have made their' Journey by air if their discount fare
had not been available. Generated passengers fall into two categoY'ies, those
who would otherwise have travelled by land transport modes and those who would
otherwise not have made the journey. Mode diversion is used to describe the
former response and stimulation is used to descrlbe the latter response" From
these definitions it follows that a discount fare is financiallY viable only
if the net revenue gained from passenger generation and diversion exceeds the
net revenue lost from passenger dilution"

i4ethodology

The market response to discount air fares was assessed by:

surveying airline passengers of Ansett Airlines of Australia (AAAl, Trans
Australia Airlines (TAA) and East-West Airlines (EWA); and

surveying Ansett Pioneer coach passengers.

Three surveYS of airline passengers were undertaken" Two were of EWA
passengers to determine the alternative travel anangements they would have
made if their low-cost fares were not available, the thir'd of AAA, TAA and
EWA passengers to collect data on passengers' characteristics, passengers'
attitudes to fare increases and again the alternative travel arrangements
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passengers would have made if their discount fares were not
A survey of interstate coach passengers was also conducted to

no.'on'<,a1 for passenger diversion from coach to air ..

Fares

Subsequent parts of this paper describe the response of AAA and TAA
ssengers travelling on Apex, Standby and Excursion 45/F1exi-Fare far'es, and

~A passengers on excursion fares. The levels of discount and the conditions
hiC~u~~~1~~dt%nt~:~~ef~~esat the time of the main survey (November 1983)

CTER1STICS OF AIRLINE PASSENGERS

ji'lJeSign and Administration

iiiipYe/(eithe travel choice characteri sties of passengers travell i ng on the
!irtey/Me1bourne and Sydney/Brisbane routes were measured with a self

n'istered survey conducted in departure lounges .. The survey was carried
~iKin!Jsford-Smith ai r'port in Sydney from 28 November to 1 December 1983.
uration of the survey was determined by the time requir'ed to collect the
ed1evel of data for the smallest carrier (EWA) ..

~assengers on each of the selected flights were asked to complete a
form after they had completed check-in and seat allocation procedures

~;forethe aircraft boarding call. The numbers of usable responses for
y~ryeY/Me1bourne route were 50S, 326 and 167 for AAA, TAA and EWA
&FVe1y and for the Sydney/Brisbane route the numbers were 233, 179 and
m~M'iTAA and EWA r'especti ve1y. These fi gures represented over'all
ry~~rates of 33 per cent for AAA, 24 per cent for TAA and 54 per cent for

These relatively low overall response rates for AAA and TAA passengers
;!i~~tothe existence of multiple check-in facilities at Kingsfor'd-Smith
tt.This made it impractical to include in the survey the passengers who
fr9mall parts of the terminal to the departure lounge soon after the
'gc~ll' The low response rate for EWA passengers was due to the
~)tyof identifying passengers' desti nati ons at the si ngl e check-in
used for all flights.

DUe to the relatively low survey response rates it was necessary to
sft~edegree to which the results were affected by non-response bias.
~tte1iab1e method of estimating non-response bias would have been to
,~~aton some f1 i ghts all passenger s comp1 eted a questi onnai r'e and then
~iC?mpared the results from these flights with the results obtained with

IJngprocedure used on other flights .. In practice this approach was
tr~tive1Y infeasible and a substitute test based on passengers' purpose
~))was developed.

ST<les~imate the degree of non-response bias in the samp1 i ng techni que
i'!)~a1it' me di stributi ons of busi ness and non-busi ness travell ers were
~J?determine whether the passengers who arrived in the departure
pfofe the boarding call were representative of all passengers on the
Jhlsprocedure was carried out for five flights not included in the

~txPY'. The chi-squared test for independence (Conover 1971) was used to
1P~,whether there were stati sti cally si gnifi cant differences between the
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TABLE I-MAJOR CHARACTERISTICS OF COMMON DISCOUNT AIR FARES IN NOVEMBER 1983

Fare type

AAA/TAA Apex

AAA F1exi-Fare/
TAA Excursion 45

AAA/TAA Standby

EWA Excursion

Characted sties

35 per cent discount off the economy fare
Available in limited numbers on selected jet
routes
Return ti ckets only
Bookings had to be made at least 30 days in
advance
Minimum staY of seven nights

45 per cent di scount off the economy fare
Available in limited numbers on selected jet
routes
Return tickets only
Bookings had to be made 4-14 days in advance
Minimum stay of one night
Maximum stay of 21 nights
Only the day of travel cou1 d be specified:
flight details were issued day before travel

20 per cent discount off the economy fare
Availability depended on the number of
unoccupied seats when the flight closed
Tickets only issued at airports on a first-come
fi rst··served basi s

Approximately 47 per cent off the AAA/TAA
economy fare
Available on limited routes
Return tickets only
Minimum stay of two days
Ticket valid for a maximum of 3D daYs

Sources: Airlines' fares brochures"

purpose of travel distributions before and after the boarding call" For each
of the five individual flights, the 'purpose of travel' distributions were
statistically the same before and after the boarding call and for this reason
it was con~ludrd that there was no need to corr'ect the survey results for non
response bl as ( )"

L For a null hypothesis of independence, the probability of a type I error
ranged from 0.2 to 0.9, depending on the flight. These very high levels
of significance led to the null hypothesis not being rejected in any
case.
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suIts
Characteristics of passengers who were included in the survey are

«\Jed in Tables 2 to 5. Further characteristics, including sex, age and
lI~~hOld income, can be found in.BTE (19~5 in press). At the time of the
"liythere appeared to be no maJor publlC events or industrial disputes

¥2lrll1i9ht have di storted travel patterns.

General features
Three general features emerged fr'om the statistical tests performed on

~<;<fdta The first was that the characteristics of passengers on the
'ijriliy/M~lbourne and Sydney/ Brisbane routes were very similar. Ther'e were no

ificant differences (at the 5 per cent level) between the purpose of
1 sex household income and decision time distributions for each route.

jstfcaljy the largest differences were observed in the distributions of

~6~0~Y~~~;;B;~~g~n~nr~~~e:y~~~~/:~~~~u~~es;~u~~dt~~d~~g~~sb;e~~~~~~~ef~~n

The second main feature was that on the Sydney/Melbourne and
/Brisbane routes the characteristics of AAA and TAA passengers were
j~llY the same, but markedly different from the characteristics of EWA
gets. Compared with AAA and TAA passengers, EWA passengers were less
'sorientated, had a more even male to female balance, purchased their
ket;s, came from households in lower income groups, booked earlier and
~~aylonger. Compared with AAA and TAA passengers, a higher proportion
passengers were either young « 20) or old (> 64)"

The third general feature of the data was that the characteristics of
TMdiscount fare passengers were very similar to EWA passengers" (In
t;~xtdiscount fare passengers were defined to be all passengers who
travel wi th fi rst or econol1\Y cl ass ti ckets)"

f'~s'sengers' frequency of ai r "travel
pef11ls of how often people travel by air can be used in conjunction
~~t;sales data to estimate the number of people who travel by air each
?/~ollect the travel frequency data required for this calculation,
rs\were asked how many return journeys by air in Australia they had
~~~iness and non-business reasons in the past year. The results
are shown in Figure 1. It can be seen from this Figure that to a
f:~ntthe markets for business and non-business travel were
~Q.t;\only about 27 per cent of trips were made by passengers who

for both business and non-business reasons in the same year.

~average number's of business, non ..,bus i ness and total return trips
stic trunk network were 7.3, 1.3 and 8.6 per year respectively. If

!Jmedthat Sydney/Melbourne and Sydney/Bri sbane passengers are
~f:jveof all trunk route passengers, that all air passengers make
n,journeys per year, that a total of about four' mill ion return
r~madeon the trunk network each year (DofA 1984) and that
~population is 15 million, then it follows that air travel is
t;?between 2 and 3 per cent of the total population. If it is
~l1ledthat air travel is rarely undertaken by those aged under 20 or
W/itfollows that air travel is restricted to about 5 per cent of
1?nbetween 2D and 64 (ABS 1983)"
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TABLE ?-PURPOSE OF TRAVEL BY AIRLINE FOR THE SYDNEY/MELBOURNE AND
SYDNEY/BRISBANE ROUTES IN NOVEMBER 1983

(per cent of passenger trips)

Purpose of Sydney/Melbourne Sydney/Bri sbane
travel

Total (aiAAA Total la)AAA TAA EWA TAA EWA
s:
r

Business/work 79 78 23 77 74 71 5 71 r
0

Hol i day 11 7 24 10 10 11 32 11 --<
Visiting friends 0
or relatives 7 8 35 9 9 12 41 11 0
Personal business 2 4 13 3 4 5 14 5 c

Gl
Other 1 3 6 2 3 1 8 2 r

<J) :t>
Ul
:t>

Total 100 100 100 100 100 100 100 100 z
0
Ul
c

(a) The figures in this column were obtained by weighting the results for each airline by r
r

the number of occup,ed seats in the survey period. ;=:
:t>

Note: Figures may not all add to totals due to rounding.
z

Source: BTE survey of passengers at Ki ngsford-Smi th ai rport, November 1983.



TABLE 3-PURPOSE OF TRAVEL BY FARE TYPE FOR THE SYDNEY/MELBOURNE AND
SYDNEY/BRISBANE ROUTES IN NOVEMBER 1983

(per cent of passenger trips)

Purpose of Sydney/Melbourne Sydney/Bri sbane s::
l>travel :0

AAA/TAA EWA AAA/TAA EWA A
m

First(a) Economy Discount(b) First(a) Economy Discount(b) "":0m
(/)
"tl

Business/work 92 86 28 23 89 80 31 5 0z
Holiday 4 6 35 24 5 6 37 32 (/)

Visiting friends m
-l

"
or relatives 1 4 29 35 7 7 19 41 0
Personal S2
business 4 2 4 13 - 4 10 14 (/)

Other - 2 3 6 - 3 4 B ()
0
C
Z

Total 100 100 100 100 -l
100 100 100 100 1::

:0

(a) First class includes TAA business class. ~
:0

(b) AAA/TAA discount fare passengers are defined to be all passengers who did not travel m
with first, business or economy class tickets. (/)

nil or rounded to zero

Note: Figures may not all add to totals due to rounding.

Source: BTE survey of passengers at Kingsford-Smith airport, November 1983.
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TABLE 4-TRIP DURATION BY AIRLINE FOR THE SYDNEY/MELBOURNE AND SYDNEY/
BRISBANE ROUTES IN NOVEMBER 19B3

(per cent of passenger trips)

Trip
duration Sydney/Melbourne Sydney/Bri sbane
(nights)

Total (a) Total (a)MA TAA EWA AAA TAA EWA

0 20 23 4 21 11 13 2 12
1 28 21 12 25 16 24 7 20
2 12 14 8 13 19 13 7 15

3- 7 23 26 46 25 27 19 44 23
8-14 9 5 20 8 12 10 26 11
> 14 7 11 10 9 16 22 15 19

Total 100 100 100 100 100 100 100 100

(a) The figures in this column were obtained by weightin9 the results for
each airline by the number of occupied seats in the survey period.

Note: Figures may not all add to totals due to rounding.

Source: BTE survey of passengers at Kingsford-Smith airport, November 1983.
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TABLE 5-TRAVEL DECISION TIME BY AIRLINE FOR THE SYDNEY/MELBOURNE ANO
SYDNEY/BRISBANE ROUTES IN NOVEMBER 19B3

(per cent of passenger trips)

Time prior
to departure
of decision

Sydney/Bri sbaneto travel Sydney/Melbourne
(days)

AAA TAA EWA Total (a) AAA TAA EWA Total (a)

0 3 6 2 4 3 4 3 4
1-3 26 24 12 25 24 17 16 20
4-14 36 29 31 33 28 37 38 33

15-30 12 15 18 14 10 20 14 16
>30 23 26 37 25 34 22 29 27

Total 100 100 100 100 100 100 100 100

(ill The fi9ures for' this column were obtained by weighting the results for
each airline by the number of occupied seats in the survey period.

Note: Figures may not all add to totals due to roundin9.

Source: BTE survey of passengers at K!ngsford-Smith airport, November
1983"

These estimates, however, only tell part of the story because no
illlowance has been made for the fact that those people who travel frequently
account for a disproportionately large fraction of total network patronage"
Ifit is assumed that the Sydney/Melbourne and Sydney/Brisbane routes are
respresentative of the trunk route network, then it follows from the data
collected that about 60 per cent of air passenger trips are made by about 0,5
per cent of the total population.

Potential for dilution to discount fares
The results of the survey enabled estlmates to be made of the

potential for dilution to Apex and Excursion 45/F1exi-Fare fares"

In the case of Apex fares, passengers were required to book at least
?Odays in advance and to stay away at 1east seven days. I t was found that 14
percent of all passengers (excluding first class) met these two basic Apex
f~rerestrictions and that 10 per cent of passengers met these restrictions
~ndwere also travelling for non-business purposes. Of the AAA and TAA
~sonomy fare passengers, 6 per cent met the basi c Apex fare restdcti ons and 4
per cent met the restrictions and were travell ing for non-business purposes"
The r~su1ts of the surveys indicated that Apex passengers filled 5 per cent of

f
occuPled seats and that about 24 per cent of Apex passengers were travelling
or business purposes"
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Joint relative frequency

012

0,,10

0,,08

0,,06

0,04

0,,0

2
4 trips

6
8

° 2 4 6 8 10 12 14 16 18

Number of non-·bu 5 i ness
trips per annum

Note: The raw data have been weighted for the patronage of each airl ine"
Soupce,: BTE sur'vey of passengers at Kingsford-Smith airport,

November 1983.

Figure 1-Joint relative frequencies of business and non-business
air travel
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To be eligible for an Excursion 45 (TAA) or Flexi-Fare (AAA) fare,
passengers must have decided to travel more than four days in advance and had
to stay away for between one and 21 nights. These fares were also targeted
I1Iore towards non-business travellers as there was some uncertainty about
flight time. It was found that 57 per cent of all passengers (excluding first
class) included in the survey met the pre-booking and minimum stay
requirements and that 17 per cent of passengers met these restrictions and
were travelling for non-business purposes. Of the AAA and TAA economy fare
passengers, 53 per cent met the pre-booking and minimum stay requirements and
gper cent met these requirements and were travelling for non-business
purposes. Only 4 per cent of passenger's were travelling with Excursion 45 or
flexi-Fare tickets, and about 20 per cent of these were travelling for
business purposes"

In the case of Apex and, more particularly, Excursion 45/Flexi-Fare
fares the differences between potential dilution (as estimated from the survey
results) and ticket sales may have been partly due to the effect of minor fare
r~strictions not included in this analysis. It is also important to note that
IIMArrd TAA impose limits on the availability of many discount fares in order
to reserve seats for full fare passengers.

AtRLINEPASSENGERS' RESPONSE TO DISCOUNT FARES AND FARE CHANGES

To understand the nature of the demand for discount fares, it was
~~sessa.ryto determine the travel arrangements that passengers would have made
i~,their particular discount fare had not been available and also to determine
t~e~ependence of discount fare demand on far'e levels"

roative Travel Arrangements for Discount Fare Passengers

East-West Airlines' passengers •
In the flrst months of 1983, the introduction by EWA of excursion

es,pnthe Sydney/Melbourne and Sydney/Brisbane routes was a topic of debate
In the aviation industry" In its assessment of these discount air fare
i~~ivesthe IAFC was required, under the IAFC Act 1981, to assess whether
i~tr?duction of excursion fares by EWA would result in increases in trunk
~conomy air fares by any trunk route operator. The work described in

};e.ction was undertaken to contribute to this debate by quantifying the
r~}On'Of passengers from AAA and TAA to the EWA excursion fares introduced
~r,SYdneY/Melbourne and Sydney/Brisbane routes. Full details of this work
~,e<foundin BTE (1983), BTE (1984) and BTE (1985)"

"~re~surveys were carried out to deter'mine what, if any, alternative
1;;arNngements EWA excursi on fare passenger's woul d have made if thei r
urr~~ares had not been available. The first survey was carried out at
~?nd0SWithairport in sydney and Tullamarine airport in Melbourne from
s~aY<~J~ly to Friday 8 July 1983. Passengers were asked to complete

°rmSlnthe departure lounges. The number of usable questionnaires
~¥dryrY/Melbourne and Sydney/Brisbane routes were 427 and 165

mre1y;,. The second survey of EWA passengers was carried out from 28
h0tolDecember 1983 at Kingsford-,Smith airport. The administration
~fthe data call ected in thi s survey have al ready been descri bed.
,~urvey of EWA passengers was carried out at Kingsford.Smith airport
~14February 1984. The number' of usable questionnair'es for the
B?urne and Sydney/Brisbane routes were 117 and 58 respectively.

11
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The purpose of travel data collected in each survey are summarised in
Table 6 for each route" There were large differences in the purpose of travel
distributions from one survey to another. Using chi-squared tests it was
found that, at the 5 per cent level of significance, the purpose of travel
distributions in each survey were significantly different, both for the
Sydney/Melbourne and Sydney/Brisbane routes, There does not seem to be a
strai ghtforwar d expl anation for the 1arge vari ati ons obser ved, except in terms
of seasonality effects.

TABl.E 6-PURPOSE OF TRAVEL FOR EWA EXCURSION FARE PASSENGERS ON THE
SYONEY/MELBOURNE AND SYDNEY/BRISBANE ROUTES IN JULY 1983, NOVEMBER
1983 AND FEBRUARY 1984

(per cent of passenger trips)

Sydney/Mel bourne Sydney/Bri sbane
Purpose of
travel Jul 83 Nov B3 Feb 84 Jul 83 Nov 83 Feb 84

---'-
Business/work 26 23 24 13 5 18
Holiday 20 24 32 32 32 13
Visiting friends or

relftlves 51 35 38 38 41 27
Other a 3 19 7 17 22 42

Total 100 100 100 100 100 100

(a) Included 'personal business' in November 1983 survey results,

Note: Total s may not all add due to rounding.

Sources: BTE surveys of EWA passengers; July 1983, November 1983 and FebruarY
1984.

The alternative travel arrangements which excursion fare EWA
passengers would have made ar'e detailed in Table 7, The 95 per cent
confidence limits on the data are also shown in the Table.

It can be seen from Table 7 that large differences were observed in
the results of each survey" Using chi-squared tests, it was found that the
travel chai ce a1 ternati ves measured in the November and February surveys were
statistically different at the 5 per cent level of significance, both from
each other and from those determined in the July 1983 survey, As in the case
of the purpose of travel distributions, there appears to be no straightforward
explanation for the differences in the results of each survey.

Until the factors which affect alternative travel options are better
understood, diversion data measured at one point in time may be
unrepresentative and consequently difficult to interpret.
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TABLE 7-ALTERNATIVE TRAVEL OPTIONS FOR EACH SURVEY OF EWA PASSENGERS ON THE
SYDNEY/MELBOURNE ANO SYONEY/BRISBANE ROUTES

(per cent of passenger trips)

Sydney/Brisbane

Ju1 83 Nov 83 Feb 84

44 ±8 57 ±12 31 ±12

46 ±8 32 ±11 36 ±l2
7 ±4 8 ±7 31 ±12

3 ±3 3 ±4 2 ±4

100 100 100

based on the uncorrected

rounding.

Sydney/Melbourne

Ju1 83 Nov 83 Feb 84

30 ±4 52 ±7 36 ±9

47 ±5 32 ±7 52 ±9
20 ±4 13 ±5 12 ±6

3 ±2 3 ±2 1 ±2

100 100 100

Air diversion

The confidence limits (95 per cent) wer'e
normal approximation.
Figures may not all add to totals due to

BTE surveys of EWA passengers; July 1983, November 1983 and February
1984.

Alternative
travel opti on

C-A,'A.,.H on
Mode diversion
Stimu1 ati on

AAA and TAA passengers
Ihe travel arrangements which AAA and TAA Apex, Excursion 45/F1exi
Standby passengers would have made if their discount fares were not
are summarised in Table 8. About 8 per cent of passengers were

~'"",.,-" to travel by the availability of discount fares. The overall ratio
dilution to traffic generation was about 3:1 in the case of Apex

P::~~::~~;~::.and about 1:1 in the case of Excursion 45/F1exi-Fare and Standby
p A more detailed analysis of the r'esults in Table 8 was hampered

ve1y large errors associated with the data" As explained
airlines make only a limited number of seats available for

passengers and for this reason it was difficult to collect
stics on the charactedstics of passengers trave1lin9 on each

discount fare"

P.'_.onn" •• ' responses to air fare increases were assessed by asking
)~$senlgelrS would still have made their present journey bY air if all

were per cent, 20 per cent, or 30 per cent more" The r'esults
an analysis of the answers to these questions are shown in

decrease in demand is plotted as a function of fare increase.
can be seen that the response of business travellers to

increases was quite different from the response of non,·,
ers, and that the response of each category of non-business

13
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TABLE 8-ALTERNAT1VE TRAVEL OPTIONS FOR AAA AND TAA DISCOUNT FARE PASSENGERS
ON THE SYONEY/MEl.BOURNE AND SYDNEY/BRISBANE ROUTES IN NOVEMBER 1983

(per cent of passenger td ps)

Alternative
travel option

Dilution

Generation
Diversion
Stimu1 ati on

Other

Total

Apex

73 ±11

19 ±lO(a)
8 ±7

100

Excursion 45/
F1exi-Fare

54 ±14

36 ±14(a)
9 ±B

2 ±2

100

Standby

54 ±14

38 ±14(a)
8 ±7

100

(a) Results include diversion from bus, car and train and from EWA.

nil or rounded to zer'O

Notes: The confidence limits (95 per cent) were based on the uncorrected
normal approximation.
Figures may not all add to totals due to rounding ..

Source: BTE sur'vey of passengers at Kingsford.-Smith airport, November 1983.

traveller was essentially the same" From the slopes of the response curves at
the origin it was deduced that the price e1asticities of demand for business
travel and non,·business travel were -·1.1 ± 0.3 and -3.2 ± 0.6 r'espective1y"
The bounds on these el asti ci ty esti mates refer to 95 per cent confi dence
limits.

Oisaggregating the results by fare type established that first class
travell ers were 1ess responsi ve to fare increases than full economy
passengers, who in turn were 1ess responsi ve than di scount fare passenger's.
The pr'i ce e1asti ci ti es of demand for fi rst cl as s, econolllY and di scount fa re
travel were estimated to be -0.6±0.4, -1.3±0.2 and -4.2±0,,5 respectively.
Again the bounds are the 95 per cent confidence limits"

The re1ativities between the results may be more accurate than the
absolute values as there is an unavoidable bias in any question about an
individual's response to a price increase.

LATENT DEMAND FOR AIR TRAVEL

Survey of Interstate Coach Passengers

It appears that little, if any. market research has been undertaken in
Australia to assess the latent demand for air travel on the domestic trunk

14
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Visiting friends
and relatives

~~Holiday
~

NON-BUSINESS

BUSINESS

~
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~~
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increasing air faT'es on demand for different
travel on the Sydney-Mel bouT'ne and Sydney-Bri sbane
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of passengers at Kingsford-Smith airport,
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route network. There are two sources of latent demand for domestic air
travel, passenger trips which are presently made by land transport modes and
trips people would like to make by air, but are not prepared to make by land
modes. In terms of the definitions used in this work, the first source of
latent demand corresponds to diversion from land transport modes to air and
the second source refers to passenger stimulation. In order to assess the
potential for passenger stimulation it would probably be necessary to
undertake some form of household survey. This was not done in this wor'k
because of resource constraints. In order to assess the response of people
travelling by land transport modes, a limited survey of interstate coach
passengers was undertaken in conjunction with Ansett Pioneer in the departure
lounge of the Canberra terminal. Emphasis was given to passengers travelling
between Canberr'a and Melbourne, but some data were collected on passengers
travelling on other routes. The survey was undertaken between 5 January and
10 February 1984 and in all 450 usable questionnaires were collected.

Passenger characteristics
In many respects the characteristics of the interstate coach

passengers were very different from the characteristics of the air passengers
described previously and the main differences are sUllll1arised in Table g.

TABLE 9-SUMMARY OF THE MAJOR DIFFERENCES BETWEEN SYDNEY/MELBOURNE AND
SYDNEY/BRISBANE AIR PASSENGERS AND INTERSTATE COACH PASSENGERS

Passenger
characteristic

Purpose of travel
bu~iness/non·-busi ness

Sex
male/female

Sydney/Me1 bou rne
and Sydney/Brisbane

ai r travel

78/22

79/21

Interstate
coach travel

3/97

39/61

Age
<30 years/>30 years

Household income
<$650 per week/>$650 per week

Trip duration
<1 week/>l week

17183

52/48

83/17

50/50

87/13

38/62

Sources: BTE survey of passengers at Kingsford-Smith airport, November 1983"
BTE survey of Ansett Pioneer passengers, Canberra, January/February
1984.
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MARKET RESPONSE TO DISCOUNT AIR FARES

Coach passen er's response
oac passengers were as ed why they had not travelled by air: about

78 per cent of all passengers had travelled by coach because of the 'pY'ice of
air travel'. The only other two significant factors were a dislike of air
travel (6 per cent) and a desire to see the countryside (11 per cent of all
coach passengers).. Only about 10 per cent of passengers had tried to book a
discount air fare for their journey. The other gO per cent of coach
passengers were clearly not prepared to pay the difference between the coach
fare and even the cheapest air fare Or were unawar'e of the existence of some
Ai,roo..' fares.

In a separate question, coach passengers were asked how much mor'e theY
d have been prepared to pay to travel by air. An analysis of the

re!:pons,!S given by Canberra/Melbourne passengers yielded a cross elasticity of
for coach travel with respect to the price of air travel of 0.7±0.2:

is, for a 10 per cent decrease in air fares, coach travel would decrease
per cent. The results of the other routes included in the survey fell
n 95 per cent confidence limits of the Canberra/Melbourne results. The
e1asticitrlof demand for Canberra/Melbourne coach travel was estimated

be -1.I±O.3( • Again the results for the other routes fell within the 95
cent confidence limits associated with the Canberra/Melbourne data ..

The main sources of data for this study were a series of three surVeYS
airline passengers and a surveY of interstate coach passengers.

main emerged from the air passenger survey data. The
"ha,r"..:teri sties of passenger s on the Sydney/Me1 bourne and Sydney/Bri sbane

very similar: the characteristics of AAA and TAA passengers on
were basically the same but very different from the

"h"ral:teristics of EWA passengers; only small differences were observed
characteristics of AAA and TAA discount fare passengers and EWA

In view of the similarity of the characteristics of EWA
discount fare passengers travelling with AAA and TAA, it can be

many EWA passenger s who were di verted fr'Om AAA and TAA wou1 d have
atl:elDDt"d to buy discount fare tickets if EWA excursion fares had not been

the travel frequency data collected with the surveys it was found
about 27 per' cent of passenger trips were made by passengers who

both business and non-,business teasons in the same year,
that to a 1ar'ge extent the markets for business and non-business
independent. The average numbers of business and non·,business

annum were found to be 7.3 and 1.3 respectively. By
data for the Sydney/Melbourne and Sydney/BY'isbane routes to
it was estimated that about 60 per cent of trips on the

net:wo,·k are undertaken by about 0,,5 per cent of the national

hte,rp:ret:at'ion of the coach e1 asti city data it must be remember'ed
of the survey some coach operators offered lower fares

An:sel:t Pi oneer. Thus Ansett Pi oneer passengers may have been 1ess
ve than average.
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The latent demand for trunk route air travel from interstate coach
passengers was studied by means of a survey of coach passengers travelling on
routes through Canberra. It was found that about 20 per cent of interstate
coach passengers chose to travel by coach for non-,price Y'easons, which
included a dislike of air travel and a desire to see the countryside. Large
decreases in the differences between coach and air fares would have been
required to induce the other 80 per cent of coach travellers to travel by
ai ro'

Large differences were observed between the attitudes of business and
non-business travellers to air fare increases: the survey results indicated
that the pY'ice elasticities of demand for business and non-business travel
were -1,,1 ± 0,3 and -3,2 ± 0.6 respectively. The price elasticities of demand
(and 95 per cent confidence limits) for first class, economy and discount fare
travel were estimated to be --0.6 ± 0.4, -1,,3 ± 0.2 and -4,,2 ± 0.5
respectively, The absolute values of these elasticity estimates may be too
high because of the tendency of survey respondents to overestimate their
negative response to a price increase"
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