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I. INTRODUCTION 

1. This  study has been prepared puxsuant t o  JCAO Assembly Resolution 
A21-26 I Clauees l b )  and d )  1 , which direc t s  the Council to undertake analyses of 
r e g i o n a l  differences in  the level of international passenger fares and corre- 
sponding differences i n  the level  of  a i r l i n e  coats ,  Covering the  year 1986, 
t h i s  study is t h e  t w e l f t h  in an annual series ,  t h e  one for the  year 1985 having 
been publ i shed  as Circular 206. 

2. For 17 international route groups, comprising all international 
routes,  passenger, fre ight  and mail revenue y i e l d  data  are presented in 
Chapter I1 for scheduled services along w i t h  passenger and freight revenue 
y i e l d  data for non-scheduled operations. For t h e  same route groups regional 
differences in the  c o s t s  related t o  t h e  scheduled service passenger yielda are 
presented in Chapter 111. F i n a l l y ,  certain of the causes of regional 
differences in costs  are identified in Chapter IV. 

3 .  The sources of data used in the study are given in Appendix 1 
together w i t h  information on the  sample sizes on which revenue and cost  data 
are based. The method of analys is  used in the study is presented in Appendix 2 
together w i t h  information on the  margins of uncertainty which should be borne 
in mind when considering the  results of studies of t h i s  kind. 

4. Overviews of published passenger fares and freight rates are avail- 
able  in separate annual publications issued by the Organization in response to 
Clause la) of Assembly Resolution A21-26. Circular 204 covers September 1986 
and Circular 208 covers September 1987. 

5 .  Unless indicated otherwiae, a l l  references in t h i s  Circular t o  
"cents" mean "U. S. centst' ,  and a l l  ref ereace8 to "dollarst' mean "U .S. dollars*', 



11. LEVELS OF FARES AND RATES 

Passenner  t r a f f i c  

1. E s t i m a t e s  of  ave rage  u n i t  passenger  r evenues  i n  1986 by r o u t e  g r o u p  
a r e  p r e s e n t e d  i n  Tab le  11.1. 

2. The f i r s t  column of  d a t a  i n  Tab le  11-1 shows t h e  a v e r a g e  revenue p e r  
passenger -k i lomet re  f o r  schedu led  passenger  t r a f f i c  on each  r o u t e  g roup .  The 
d a t a  a r e  p r e s e n t e d  w i t h o u t  d i s t i n c t i o n  among c l a s s  of t r a v e l  o r  among f a r e  
type .  Thus t h e y  r e p r e s e n t  t h e  o v e r - a l l  weighted average  f o r  a l l  i n d i v i d u a l  
r o u t e s  on a l l  r o u t e  groups  and f o r  a l l  t h e  f a r e s  t h a t  app ly .  The o v e r - a l l  
ave rage  revenue p e r  passenger -k i lomet re  was e s t i m a t e d  a t  7.42 c e n t s  f o r  1986,  
b u t  t h e  r o u t e  g roup  a v e r a g e s  v a r y  from a  h i g h  of 15.6 c e n t s  i n  l o c a l  Europe t o  
a  low of 5.0 c e n t s  on r o u t e s  a c r o s s  t h e  South P a c i f i c .  

3 .  The second column of  d a t a  shows t h e  average  revenue p e r  passenger -  
k i l o m e t r e  f o r  non-scheduled passenger  t r a f f i c  r ecorded  f o r  each r o u t e  group.  
The f i g u r e s  h e r e  range from a  h i g h  of  19.8  c e n t s  i n  l o c a l  Middle E a s t  t o  a  low 
of 3 . 2  c e n t s  on r o u t e s  a c r o s s  t h e  North A t l a n t i c .  On some r o u t e  g r o u p s ,  
n o t a b l y  t h o s e  where t h e  revenue y i e l d  i s  comparable t o  o r  above t h a t  from 
scheduled s e r v i c e s ,  t h e  non-scheduled t r a f f i c  concerned i s  of a  v e r y  l i m i t e d  
volume and h i g h l y  s p e c i f i c  n a t u r e ,  c a r r i e d  on an ad hoc b a s i s  a t  a  r e l a t i v e l y  
h i g h  c o s t  (e .g .  i n  l o c a l  Middle E a s t ) ,  w h i l e  on o t h e r  r o u t e  groups  t h e  t r a f f i c  
i s  of g r e a t e r  volume and c a r r i e d  on a  more r e g u l a r  b a s i s  a t  a lower c o s t  ( e .g .  
i n  l o c a l  Europe) .  The t h i r d  and f o u r t h  d a t a  columns of Tab le  11-1 show t h e  
r e p o r t e d  non-scheduled revenue p e r  passenger -k i lomet re  f o r  t r a f f i c  c a r r i e d  by 
scheduled a i r l i n e s  and f o r  t r a f f i c  c a r r i e d  by non-scheduled o p e r a t o r s ;  t h e r e  
a r e  i n  some c a s e s  s i g n i f i c a n t  d i f f e r e n c e s  between t h e  two f i g u r e s  i n  t h e  same 
r o u t e  group.  

4 .  The f i n a l  f o u r  columns of  Tab le  11-1 show u n i t  r evenues  f o r  schedu led  
s e r v i c e s  and non-scheduled f l i g h t s  i n  terms of t h e  average  revenue  p e r  
s e a t - k i l o m e t r e .  The e f f e c t  of  t h e  h i g h e r  l o a d  f a c t o r s  g e n e r a l l y  ach ieved  by 
non-scheduled f l i g h t s  compared w i t h  scheduled s e r v i c e s  i s  b rough t  o u t  by t h i s  
p r e s e n t a t i o n .  The p e r  s e a t - k i l o m e t r e  revenues  f o r  non-scheduled o p e r a t i o n s  a r e  
i n  most c a s e s  much c l o s e r  t o  t h e  revenues  f o r  scheduled s e r v i c e s  t h a n  t h e  
comparable p e r  passenger -k i lomet re  r evenues .  

5.  On a  world-wide b a s i s  t h e  e s t i m a t e d  average  revenue p e r  passenger -  
k i l o m e t r e  f o r  scheduled s e r v i c e s  ( e x c l u d i n g  i n c i d e n t a l  r e v e n u e s )  a t  7 .42  c e n t s  
i n  1986 showed an i n c r e a s e  of  about  10 p e r  c e n t  o v e r  t h e  6.74 c e n t s  r ecorded  
f o r  1985.  Among t h e  i n d i v i d u a l  r o u t e  g r o u p s ,  s e v e r a l  of t h e  16 r o u t e  groups  
f o r  which comparable d a t a  a r e  a v a i l a b l e  showed l i t t l e  change from 1985,  most 
o t h e r s  r e c o r d i n g  i n c r e a s e s  i n  revenue y i e l d  t o  a  g r e a t e r  o r  l e s s e r  d e g r e e .  
Route groups  showing s i g n i f i c a n t  i n c r e a s e s  were l o c a l  Europe ( f rom 12.5 t o  1 5 - 5  
c e n t s ) ,  l o c a l  A f r i c a  (from 9.6 t o  10.8  c e n t s ) ,  between ~ u r o p e f  Middle E a s t  and 
A f r i c a  ( f rom 7.0 t o  8 . 2  c e n t s ) ,  l o c a l  ~ s i a / ~ a c i f i c  (from 6.6 t o  7 .5  c e n t s ) ,  and 
a c r o s s  t h e  North and Mid P a c i f i c  (from 5.1 t o  5.9 c e n t s ) .  F o r  r o u t e  g roups  
i n v o l v i n g  Europe,  A f r i c a  and A s i a  t h e  i n c r e a s e  i n  average  revenue p e r  
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Table 11-I* Estimated average unit passenger revenues 
by internat ional  route group1, 1986 

pez paaemger-kilmetre ( c m t s )  IIeverue per ~eet-kilometre I c m t e )  

By imtef-  Dy inter- 
W l e d  A l l  national By B y l e d  811 riatima2 gY 
six- cat* s c k h l e d  other Ber- cat- 8 c k b l d  otbr 

m e  -2 v i d  gories airlines m i e r a  v iced  gmiee airlines carriers 

2. &- sad within 
Central America d 
tl-e C a r i l , b  - - - - - - - - 

4. Be- brth Mi4 
Cartre1 kplerid~arib- 
be- 4 Swth America 7.8 48 4.1 4.9 4.5 2.9 2& 3 .I 

7. bcal HIddIe Best 14.9 19.8 19.8 - 8.5 8.8 8,8 - 
0. 1-1 Africa 10.8 6.1 6.1 - 6 .O 4.8 4.8 - 
9.  Be- E)aope and 

Middle East 9.3 4.0 4.0 - 5.0 3.3 3.3 - 

52. Mid Atlantic 5.5 10.3 10.3 - 3.5 5.2 5.2 - 
13. Soubh Atlsntic 7 .O 4.9 5 .O 4.4 4.9 3.4 3.4 3 .2 

14. Iacal hiaJPsJfic 7.5 103 10.3 - 5.2 6.4 6.4 - 
15. Be- w a l e  

b e t /  Africa end 
hidpacific 6.1 8.9 8.9 - 4.1 5.9 5.9 - 

16. Nmth ead Mid Pacific 5.9 3 ,9 3.9 - 3.9 3.4 3.4 - 

1. bta  h r  scheduled Mew, presented, are orarsiked repheeentative for all  airlinee operate In t$e route 
g- md. h t a  for  led f light8 r m t  only arriers for &ich dmtaiw informath w 
availlle, d are only p w s ~ e d  W e  they b c l d e  hro or mre uuriere, Ihe x e p w n b t i v e  nature of the data for 
b r h  s d d d d  m i c e a  a d  mpsdduled flights i s  described in Appeadix 1 d the m a r g h  of rmcertahty to be 
taken iMo accant rqardk tk sclduled service data are discurrred in Appamdix 2. 

2. hre detailed definition of th rarte g v  m y  be f w d  in Appeadix 3 on the revwe of the rmwm q w s t h i r e .  
3. W e  fig- bo at genetally bclude such i n c h t a l  operating r-6 ae my k attributed ta international 

m e r  traffic. h htividual route g m q s  incidentel operating rwaxles mt includrdl rpay represmt up to rm 
additional 2 per cenL over th? -age qmlotd. 



Table 11-2. Variation in scheduled passenger revenue yield amongst airlines, 1986 

Route group 
(short t i t l e )  

Revenue per pa s seuge r -k ih t r e  for individual air l ines (cents) 
Average 

rweme per 
passenger- 
kilometre M e r  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 
( a l l  air- of t o  t o  t o  t o  to  t o  t o  t o  to  to  t o  to  to  to  t o  t o  to  to to and 

l i ne s , f run  air l ines 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 over 
TableII-1 i n t h i s  

(cents) cnalysb W e r  of air l ines 

1. North-Central America 

2. Cmtral k r i c a  

3. North Americcl 

4. NortlrSouth America 

5. South k i c a  

6. k p e  

7. Middle Enst 

8. Africa 

9. Europe-Middle b s t  

10. Europedfrica 

11. bbrth Atlantic 

12. Mid Atlnntic 

13. South Atlantic 

14. AsiajPacif i c  

15. E)uropedeia/Pacific 

16. NDrthIMid Pacific 

17. South Pacific 

1 .  I n  the rmges S 2 1  and 21-22. 
2. In the r q e s  of 20-21, 21-22, 22-23 and 28-29. 
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passenger-kilometre i n  p a r t  r e f l e c t s  t h e  s t rengthening  of major n a t i o n a l  
cu r r enc ie s  i n  t h e s e  a r eas  aga ins t  t h e  United S t a t e s  d o l l a r  and do l l a r - l i nked  
cur renc ies  i n  1986. The r e l a t i v e  change between 1985 and 1986 would i n  many 
cases  be s i g n i f i c a n t l y  d i f f e r e n t  i f  expressed i n  t h e  n a t i o n a l  cu r r enc ie s  of t h e  
a i r l i n e s  concerned. A b r i e f  eva lua t ion  of t h i s  e f f e c t  i s  g iven  i n  Chapter 111, 
paragraph 14. 

6 .  The ana lyses  above r e l a t e  only  t o  t h e  average u n i t  revenues f o r  a l l  
a i r l i n e s  combined on each rou te  group. There can be  wide v a r i a t i o n s  around 
these  averages shown amongst i nd iv idua l  a i r l i n e s .  I n  t h e  case  of scheduled 
s e r v i c e s  t h e  v a r i a t i o n  amongst a i r l i n e s  of t h e  revenue per  passenger-kilometre 
f o r  each rou te  group i s  shown i n  Table 11-2. For a  few r o u t e  groups t h e  u n i t  
revenues f o r  i nd iv idua l  a i r l i n e s  do not  vary  very much from t h e  r o u t e  group 
average ( f o r  example f o r  t h e  South A t l a n t i c  and South P a c i f i c  r o u t e  groups) .  
However, on most r o u t e  groups t h e  u n i t  revenues d i f f e r  s i g n i f i c a n t l y  amongst 
a i r l i n e s ,  r e f l e c t i n g  d i f f e r i n g  r o u t e  s t r u c t u r e s  and t r a f f i c  mix amongst o t h e r  
f a c t o r s .  

F re igh t  and mai l  t r a f f i c  

7. Average r epor t ed  u n i t  f r e i g h t  and mai l  revenues i n  1986 by i n t e r -  
n a t i o n a l  rou te  group a r e  presented i n  Table 11-3. 

8. The f i r s t  column of d a t a  i n  Table 11-3 shows t h e  average revenue per  
tonne-kilometre performed f o r  a l l  scheduled f r e i g h t  t r a f f i c  on each r o u t e  group 
whether c a r r i e d  on passenger ,  combination o r  a l l - f r e i g h t  a i r c r a f t .  The v a r i -  
a t i o n  among r o u t e  group averages i s  even more marked than  i n  t h e  case  of 
scheduled passenger t r a f f i c ,  ranging from a  high of 74.6 cen t s  i n  l o c a l  Europe 
t o  a  low of 21.6 cen t s  on r o u t e s  ac ros s  t h e  South P a c i f i c .  Comparing wi th  da t a  
f o r  t h e  previous yea r ,  a l l  r o u t e  groups except those  wi th in  t h e  Americas and 
ac ros s  t h e  South P a c i f i c  showed an inc rease .  The l a r g e s t  i nc reases  were on 
rou te s  i n  l o c a l  Europe (from 64.1 t o  74.6 c e n t s ) ,  i n  l o c a l  Middle East  (from 
40.0 t o  50.2 c e n t s ) ,  and f o r  rou te s  between Europe and t h e  Middle East  (from 
37.7 t o  43.4 c e n t s ) .  The l a r g e s t  decreases  were recorded f o r  rou te s  between 
and wi th in  Cent ra l  America and t h e  Caribbean (from 58.7 t o  47.4 c e n t s )  and 
ac ros s  t he  South P a c i f i c  (from 23.9 t o  21.6 c e n t s ) .  The r e l a t i v e l y  l a r g e  
change i n  revenue y i e l d  on r o u t e s  between and wi th in  Cen t r a l  America and the  
Caribbean should be considered i n  t h e  context  of t h e  low r e p r e s e n t a t i o n  of t h e  
a i r l i n e s  ope ra t ing  on t h e s e  rou te s  in  1986 (only  two a i r l i n e s  compared wi th  
f i v e  i n  1985).  

9. The second and t h i r d  columns of d a t a  i n  Table 11-3 show t h e  average 
revenue per  tonne-kilometre performed f o r  scheduled f r e i g h t  t r a f f i c  c a r r i e d  on 
passenger o r  combination a i r c r a f t  and t h a t  ob ta ined  f o r  t r a f f i c  c a r r i e d  on 
a l l - f r e i g h t  a i r c r a f t .  I n  comparing t h e  two s e t s  of f i g u r e s  i t  may be seen t h a t  
the  revenue y i e l d  from a l l - f r e i g h t  a i r c r a f t  i s  g e n e r a l l y  lower than t h a t  
achieved from passenger and combination a i r c r a f t ,  a s  t h e  former a r e  more l i k e l y  
t o  ca r ry  l a rge  shipments which a r e  sub jec t  t o  q u a n t i t y  d iscount  r a t e s  o r  low 
s p e c i f i c  commodity r a t e s .  However, f o r  some r o u t e  groups where t h e r e  i s  l a r g e  
cargo capac i ty  o f f e r e d  a t  competi t ive r a t e s  on wide-body passenger and com- 
b i n a t i o n  a i r c r a f t  ( f o r  example on Europe-Africa and on Europe-AsiaIPacif ic)  t h e  
d i f f e r e n c e  i n  revenue y i e l d  i s  r e l a t i v e l y  small .  Higher y i e l d s  f o r  a l l - f r e i g h t  
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se rv i ces  than  f o r  o the r  s e r v i c e s  a r e  found on some rou te  groups where t h e  
proport ion of f r e i g h t  t r a f f i c  c a r r i e d  on a l l - f r e i g h t  a i r c r a f t  i s  r e l a t i v e l y  
small  and t h i s  type of s e r v i c e  i s  dominated by one o r  two c a r r i e r s  (e .g .  on 
r o u t e s  between Canada,  Mexico and t h e  Un i t ed  S t a t e s ,  and i n  l o c a l  
A s i a I P a c i f i c ) .  

10. The fou r th  column of da t a  i n  Table 11-3 shows the  average revenue per  
tonne-kilometre performed f o r  a l l  non-scheduled f r e i g h t  t r a f f i c  on each i n t e r -  
n a t i o n a l  rou te  group. The u n i t  revenues among rou te  groups range from a  high 
of 68.3 cents  f o r  l o c a l  As ia IPac i f i c  rou te s  t o  a  low of 14.5 cen t s  on r o u t e s  
between Europe-AsiaIPacific.  The f i g u r e  f o r  non-scheduled ope ra t ions  i s  
a c t u a l l y  higher  than t h a t  f o r  a l l - f r e i g h t  scheduled opera t ions  f o r  8 of t h e  13 
comparable rou te  groups. I n  some cases  t h i s  r e f l e c t s  t h e  s p e c i a l i z e d  
non-scheduled opera t ions  of one o r  two c a r r i e r s .  There were s i g n i f i c a n t  
increases  i n  average u n i t  revenue between 1985 and 1986 f o r  most of t h e  
10 rou te  groups f o r  which t h e r e  a r e  comparable da t a .  These i n c r e a s e s ,  i n  
gene ra l ,  occured i n  rou te  groups where the  non-scheduled f r e i g h t  t r a f f i c  i s  
r e l a t i v e l y  small  o r  were otherwise accompanied by a  s i g n i f i c a n t  decrease i n  
repor ted  non-scheduled f r e i g h t  t r a f f i c  over t he  same period.  

11. The f i n a l  column of d a t a  i n  Table 11-3 shows t h e  average revenue per 
tonne-kilometre performed f o r  a l l  mail  t r a f f i c  on each rou te  group ( v i r t u a l l y  
a l l  i n t e r n a t i o n a l  mai l  i s  c a r r i e d  on scheduled s e r v i c e s ) .  The r o u t e  group 
averages range from a  high of 101.9 cents  i n  l o c e l  F iddle  East t o  a  low of 31.4 
cen t s  on t h e  North and Mid P a c i f i c  r o u t e s .  Between 1985 and 1986, 14 of t h e  17 
rou te  groups show inc reases  i n  u n i t  mail  revenues. The most s i g n i f i c a n t  
increases  were on rou te s  wi th in  South America (from 47.6 t o  63.4 c e n t s ) ,  i n  
l o c a l  Europe (from 57.1 t o  70.6 c e n t s ) ,  i n  l o c a l  Middle East  (from 69.6 t o  
101.9 c e n t s ) ,  between EuropeIMiddle East and Af r i ca  (from 62.6 t o  65.5 c e n t s ) ,  
and in  l o c a l  As ia IPac i f i c  (from 43.7 t o  54.0 c e n t s ) .  Decreases were recorded 
f o r  t h e  remaining rou te  groups,  between North America and Cec t r a l  America/ 
Caribbean (from 52.7 t o  43.1 c e n t s ) ,  between and wi th in  Cent ra l  America and the  
Caribbean (from 58.0 t o  54.9 c e n t s )  , and between North h e r i c a / C e n t r a l  
AmericaICaribbean and South America (from 42.1 t o  36.4 c e n t s ) .  Unit  mail  
revenues i n  genera l  remain s i g n i f i c a n t l y  h igher  than u n i t  f r e i g h t  revenues on 
scheduled se rv i ces  except f o r  rou te s  i n  l o c a l  Europe where they were about t h e  
same i n  1986. 

12. A no tab le  f e a t u r e  of t h e  mail  u n i t  revenue da t a  i s  t h a t  f o r  most of 
t h e  rou te  groups involving two o r  more reg ions  t h e r e  a r e  s u b s t a n t i a l  d i f f e r -  
ences i n  t he  y i e l d  recorded by t h e  c a r r i e r s  according t o  t he  reg ion  i n  which 
they a r e  based. This d i s t i n c t i o n  i s  p a r t i c u l a r l y  marked f o r  t h e  fol lowing 
rou te  groups and reg ions :  between CanadaIMexico and t h e  United S t a t e s ,  a l l  
a i r l i n e s  50.5 c e n t s ,  North American a i r l i n e s  51.5 c e n t s ,  Cent ra l  American 
a i r l i n e s  39.0 cen t s ;  North A t l a n t i c ,  a l l  a i r l i n e s  33.4 cen t s ,  North American 
a i r l i n e s  26.7 cen t s ,  European a i r l i n e s  43.7 cen t s ;  North and Mid P a c i f i c ,  a l l  
a i r l i n e s  31.4 c e n t s ,  North American a i r l i n e s  23.6 c e n t s ,  Asian a i r l i n e s  60.6 
cen t s ;  and South P a c i f i c ,  a l l  a i r l i n e s  35.1 c e n t s ,  North American a i r l i n e s  27.4 
c e n t s ,  South P a c i f i c  a i r l i n e s  36.7 cents .  As f a r  a s  t he  A t l a n t i c  and P a c i f i c  
rou te s  a r e  concerned, t hese  d i f f e r e n c e s  a r e  t o  a  l a rge  ex ten t  a  r e s u l t  of t h e  
lower opera t ing  cos t s  of t h e  United S t a t e s  a i r l i n e s  which has l ed  t o  
comparatively low a i r  mail  conveyance r a t e s  being s e t  by t h e  United S t a t e s  
a u t h o r i t i e s  f o r  o r i g i n a t i n g  mai l .  



- - - ICAO C i r c u l a r  210-AT183 -- 7 

Table 11-3. Estimated average u n i t  f r e i g h t  and mai l  revenues 
by i n t e r n a t i o n a l  r o u t e  group1, 1986 

Freight revenue (cents) per tonnekilometre performed Mail revenue 
(cents) 

Scheduled services F t- 
Passerger kilometre 

and h- performed - 
h t e  group axbinat ion All-f reight schehuled scheduled 
( s b r t  t i t l e )  Overall aircraft aircraft flights services 

- 

North-Central lbnerica 

central America 

North America 

North-South America 

South lbnerica 

b p e  

Middle East 

A I r  ica 

h p e M i d d l e  East 

Furope-A£rica 

North Atlantic 

Mid Atlantic 

South Atlantic 

Asia/Pacif i c  

h p e d s i a / P a c i f i c  

Northifid Pacific 

South Pacific 

1. Data represent only carriers for which substantive information was available and are only 
presented where they include tm or mre  carriers. The representative nature of the data i s  
described in Appendix 1. 



Table  11-4. V a r i a t i o n  i n  scheduled f r e i g h t  revenue y i e l d  amongst a i r l i n e s ,  1986 I 
i 

Averge Revcme per tcnmekilawtre for individual airlines (cents) 
revenue per 

tome- 
kilanetre Nuher 0 10 20 30 40 50 60 70 80 90 100 110 120 130 140 1% 160 
( a l l  air- of . to to to to to to to to to to to to to to to to 4 

l ines,fmn aizlince 10 20 30 40 50 60 70 80 90 100 110 la 130 140 150 160 wer 
Route group Table 11-3) in this 
(slmrt t i t l e )  (cents) walysb Nuher of airlines 

1. North-Central 

America 37.9 7 5 2 

2. Central America 47.4 3 1 1 1  

North America 

NortkSouth Ihnerica 

South hmerica 

-pe 

Middle East 

Africa 

Ehvpe-Middle East 

~ p e d f r i c a  

b r t h  Atlantic 

Mid Atlantic 

b t h  Atlantic 

hia/Pacific 

AuopeaSiafPacific 

NorthlMid Pacific 

South Pacific 

1 . I n  the rmge betwen Zl0-220. 
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13. In the case of unit freight revenues, the variation amongst indi- 
vidual airlines of the revenue per tonne-kilometre for scheduled services for 
each route group is shown in Table 11-4. For a few route groups the unit 
revenues for individual airlines do not vary very much from the route group 
average (for example across the South Atlantic or the North-Mid Pacific). 
However, as for passenger traffic, on most route groups the unit revenues 
differ significantly amongst airlines. 



111. REGIONAL DIFFERENCES I N  SCHEDULED PASSENGER 
FARES AND RELATED COSTS 

Over-al l  f i n a n c i a l  r e s u l t s  by i n t e r n a t i o n a l  r o u t e  group 

1. S e l e c t e d  o p e r a t i o n a l  d a t a  and e s t i m a t e d  f i n a n c i a l  r e s u l t s  f o r  t h e  
y e a r  1986 a r e  p r e s e n t e d  i n  Tab le  111-1 o v e r - a l l  and by r o u t e  groups .  

2 .  The f i r s t  column of d a t a  i n  t h e  t a b l e  shows t h a t  t h e  number o f  sched- 
u l e d  a i r l i n e s  o p e r a t i n g  j e t  s e r v i c e s  i n  each r o u t e  g roup  ranged from a  low of 
13 on South P a c i f i c  r o u t e s  t o  a  h i g h  of 64  s e r v i n g  r o u t e s  between Europe/ 
Middle E a s t  and A f r i c a .  I t  should be  no ted  t h a t  p r o p e l l e r  a i r c r a f t  o p e r a t i o n s  
o f  t h e s e  a i r l i n e s  a r e  excluded from t h e  s t u d y ,  a s  a r e  t h e  o p e r a t i o n s  of some 
118  smal l  i n t e r n a t i o n a l  a i r l i n e s  which o p e r a t e  p r o p e l l e r - d r i v e n  a i r c r a f t  
e x c l u s i v e l y ;  t o g e t h e r  t h e s e  o p e r a t i o n s  w i t h  p r o p e l l e r  a i r c r a f t  r e p r e s e n t e d  
about  0.5 p e r  c e n t  of world i n t e r n a t i o n a l  s e a t - k i l o m e t r e s  i n  1986 w i t h  t h e i r  
h i g h e s t  r e p r e s e n t a t i o n s  i n  any s i n g l e  r o u t e  group be ing  1 8  per  c e n t  between and 
w i t h i n  C e n t r a l  America and t h e  Car ibbean,  4 p e r  c e n t  i n  l o c a l  A f r i c a ,  and 3 p e r  
c e n t  i n  l o c a l  Europe. Superson ic  a i r c r a f t  o p e r a t i o n s ,  which were a l s o  ex- 
c luded ,  r e p r e s e n t e d  s l i g h t l y  more t h a n  0.1 pe r  c e n t  of world o p e r a t i o n s .  

3 .  The o p e r a t i o n a l  d a t a  inc luded  i n  d a t a  columns 2  t o  5 o f  Tab le  111-1 
a l l  have a  s i g n i f i c a n t  e f f e c t  on u n i t  o p e r a t i n g  c o s t s  ( s e e  Chapter  I V ) .  There  
a r e  c o n s i d e r a b l e  d i f f e r e n c e s  among r o u t e  groups  i n  t h e  volume of t r a f f i c ,  t h e  
average l e n g t h  of f l i g h t  s t a g e s ,  t h e  average number of s e a t s  p e r  a i r c r a f t  and 
t h e  average passenger  load f a c t o r .  

4. F i n a n c i a l  r e s u l t s  a r e  p r e s e n t e d  i n  columns 6  t o  8. When c o n s u l t i n g  
t h e s e  d a t a  i t  should be borne i n  mind t h a t  t h e  revenue f i g u r e s  do n o t  g e n e r a l l y  
t a k e  i n t o  account  t h e  i n c i d e n t a l  o p e r a t i n g  revenues .  Those i n c i d e n t a l  r evenues  
which may be  d i r e c t l y  a t t r i b u t e d  t o  passenger  t r a f f i c  i n c l u d e  revenues  from 
passengers  paying l e s s  t h a n  25 p e r  c e n t  o f  t h e  normal a p p l i c a b l e  f a r e ,  com- 
m i s s i o n s  rece ived  on s a l e s  o f  t r a n s p o r t a t i o n  on o t h e r  c a r r i e r s ,  "no-show" and 
c a n c e l l a t i o n  f e e s  (expenses  i n c u r r e d  a g a i n s t  t h e s e  revenue i t ems  a r e  i n c l u d e d  
i n  t h e  c o s t  f i g u r e s  shown i n  column 7 ) ;  t h e s e  i n c i d e n t a l  revenues  a l s o  i n c l u d e  
on a  n e t  b a s i s  c a p a c i t y  e q u a l i z a t i o n  payments a r i s i n g  from pooled , and /or  j o i n t  
s e r v i c e s  a s  w e l l  a s  from t h e  s a l e  o f  own c a p a c i t y  t o  o t h e r  c a r r i e r s .  Revenues 
acc ru ing  from t h e  p r o v i s i o n  of s e r v i c e s  o t h e r  t h a n  f o r  a i r  t r a n s p o r t a t i o n  ( s u c h  
a s  s e r v i c e  and maintenance s a l e s  o r  hand l ing  s e r v i c e s  f o r  t h i r d  p a r t i e s )  and 
t h e  corresponding c o s t s  a r e  excluded from a l l  f i g u r e s  p r e s e n t e d  i n  t h i s  s t u d y .  
An a n a l y s i s  of i n c i d e n t a l  revenue d a t a  on t h i s  b a s i s  f o r  1986 i n d i c a t e s  t h a t  
f o r  i n t e r n a t i o n a l  r o u t e s  a s  a  whole,  r e l e v a n t  i n c i d e n t a l  revenues  n o t  inc luded  
i n  Table  111-1 were about 0.06 c e n t s  p e r  passenger-ki lometre  which,  i f  added t o  
t h e  e s t i m a t e d  world-wide u n i t  r evenue ,  i n c r e a s e s  i t  by some 1 p e r  c e n t  from 
7.42 c e n t s  t o  7.48 c e n t s  pe r  passenger -k i lomet re .  For  i n d i v i d u a l  r o u t e  g r o u p s ,  
t h e  passenger - re la ted  i n c i d e n t a l  o p e r a t i n g  revenues  may r e p r e s e n t  up t o  an  
a d d i t i o n a l  2 p e r  cen t  over  t h e  average  revenue quoted-. 

5. The average o p e r a t i n g  c o s t  pe r  passenger-ki lometre  f o r  a l l  i n t e r -  
n a t i o n a l  r o u t e s  was 7.49 c e n t s  (column 7 ) ,  t h e  f i g u r e s  f o r  i n d i v i d u a l  r o u t e  



Table 111-1. Basic operational data and financial results for 
scheduled passenger services by international route group, 19861 

&rational data Financial r e & L  

Percentqe of Average Average Average Average 
wrld ' s  mter- 1 th  of Averqe Pay$= revenue passenger 

Nder n a t i ~ a l t r a f f i c  ? f igh t  nuiberof (cents) per wsts  (cents) Ratio 
of (available seat- stages factor r s e n g e r -  per passenger- r w ~ i  rgggi airlines ' k i k t r e s )  (h) ( %  ) laoetre5 lulaoetre c o s t s ,  

Route group2 (1) (2) (3 ) (4) (5) (6 ) (7 (8) 

I. A l l  mr ld  international routes 208 100.0 1 680 241 63 7.42 7.49 0.99 
11. International mute groups: 
1. Betwcen North America and Central 

hricidcaribbbean 33 3.2 1 184 187 63 7.2 7.8 0.90 
2. Between and within Central h r i c a  

and the Caribbean 19 0.2 6 52 136 - - - - 
Petkeen Cmada, llwicn wd the 
United States 
ktwm North Americd~entral America/ 
Caribbew and South America 
Local South America 
Iocal Europe 
Local Middle East 
I ~ c a l  Africa 
&tween Europe and Middle East 
ktween brope/Niddle East and Africa 
North Atlantic 
Mid At1 antic 
South Atlantic 

14. Local AsiaIPacific 38 8 .O 1 608 27 1 70 7.5 7.2 1.05 
15. Befwcen l+ope/Middle East/Africa a d  

AR~dPacif ic  57 17.5 3 457 304 67 6.1 6.1 1.00 
16. k r t h  and Mid Pacific 18 10.5 5 119 325 67 5.9 5.8 1.00 
17. South Pacific 13 2.5 4 392 317 67 5 .O 5.5 0.90 

1 . hclndjng operat imsl  and f inmcial data attributed to  supersonic d peller-driven aircraft . 
2. tbre de t a i ld  definition of the mure rwps w y  be taod in Apperdx th reverse o£ tk r w p ~  questhmaire. 
3 .  I l ~ e  mqins of uncertainty which s b u d  be mnsldered in r e l a t m  to these results are d~scpaed  m pendix 2. For mutes be t sen  and within Central 

h r i c a  arid the Csribbew the representation was inadequate to justify separate representatm, but t data have been included in the wr ld  averages. 
4. As defined by available seat-kilanetres divided by aircraft-kilawtrea f lm. 

"K, 
5. These figlyres do not generally include incidental o rating revenues. For a l l  internation+ routes that.partaof th is  additional revenue which my  be 

direct1 y attributed to international pas s~ lgw t r a f g c  is abovt 0.06 cent. per psenger lu lanet re .  0 rodivrdual route gmup it m y  ~epres.tot up to an 
additional 2 per cent w e r  the everqe revenue quoted. 

6. Rounded to nearest twntieth for individual route groupe. 



Table 111-2. Est imated passenger  cos t s1  pe r  passenger-ki lometre  by c o s t  i tem,  1986 

I 
Aircraft operating mats Other operatixg mats i 

Aircraft General, 
Total opera t iq  arbinis- I 

operat hg costs and Tickethg, trative 
we t s  excludircg Aircraft aseociated Firroute sales and 

I 
(cf. Table fuel ad fuel and a i r p r t  facil i ty Station Passetger Cnrnis- and miscel- 

111-1) oil2 o i l  charges charges expenses services sion pramtion laneous i I 
Route grcup (sun of 
(sturt  t i t le)  coluane 1-91 (1) (2) (3) (4) (5) (6 (7 (8) (9) [ 
I .  A l l :  

Cents 7.49 2.07 1.15 0.27 0.14 0.81 1.01 0.75 0.78 0.51 
Percentage of total costs 100.0 27.6 15.3 3.7 1.9 10.8 13.5 10.0 10.4 6.8 

I 
I 

11. Internat i ~ n a l  route gnups 
(cents): 

1. North-Central America 7.8 2.2 1.2 0.2 0 .O 1.2 0.8 0.7 0.7 0.8 

3. North America 7 .I 2.0 1.1 0.1 0 .O 1.4 0.9 0.6 0.5 0.5 

4. North-South Rnerica 7.2 1.9 1.4 0.2 0.1 0.7 0.8 0.9 0.8 0.4 

5. South America 9 .O 1.9 1.9 0.5 0.3 0.8 0.9 1.2 1.2 0.3 

6. h p e  14.5 3.7 1.4 1.1 0.6 2.2 1.7 1.4 1.9 0.5 

7. Middle East 12.7 3.9 1.7 0.4 0.1 1.4 1.3 1.4 1.1 1.4 

8. Africa 12.0 3.4 2.7 0.6 0.2 1.6 0.9 0.9 0.8 0.9 

9. Furopdliddle East 10.2 3.2 1.4 0.4 0.3 1 .O 1.3 0.8 0.9 0.9 

11. North Atlantic 6 3  1.8 1 .O 0.1 0.1 0.7 0.9 0.5 0.6 0.6 

12. Mid Atlantic 5.9 1.6 1.2 0.2 0.1 0.5 0.8 0.4 0.6 0.5 

13. South Atlantic 6.6 1.7 1.3 0.2 0.2 0.5 0.9 0.7 0.9 0.2 

15. EwopeAsia/~acific 6.1 1.7 1 .O 0.2 0.1 0.4 1 .O 0.5 0.7 0.5 

16. North/Mid Pacific .5.8 1.6 1 .O 0.1 0.1 0.3 0.9 1 .O 0.5 0.3 

17. South Pacific 5.5 1.5 0.9 0.1 0.0 0.5 0.8 0.7 0.6 0.4 

1. "Passqer" wsta have been derived for each mute grrwq, taking into accwnt the contribution made by the revenue earned for the carriage of freight and 
mail on passenger flights towards awerirg total  coats for these flights. Llw to  the margins of uncertainty in the estimates of individual mst  iteols the 
figures siould be regarded aa indicative only. 

2. 'Illis i t w  includes fl ight operations expenses (cockpit am salaries and -6, rentals and insurance of flight e q u i p n t ) ,  aircraft maintenance and 
overhaul, und aircraft stend* charges such aa depreciation and interest charges. 
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groups ranging from a high  a f  1L.5 cents in local Europe to a low of 5 . 5  cents 
on routes across t h e  Sauth Pacific. These estimated c o s t s  inc lude  such items 
as depreciation and interest  charges,  and sales commission paid, but exclude 
costs attributable to the carriage of f re ight  and mail. 

6. The r a t i o  of passenger revenues t o  passenger c o s t s  Icolumn 8 )  for 
international routes as a whole is estimated at 0 .99 for the  calendar year 
1986, varying between individual  route groups from 0.90 t o  1 .15 .  Taking into 
account relevant incidental revenues a s s o c i a t e d  with int exnat ional passenger 
traffic and margins of  uncertainty in estimated revenues and cos ts  (d iscussed  
in Appendix 2 ) ,  the revenuelcast ratio for a l l  international  passenger t r a f f i c  
in 1986 is assessed as lying between 0.97 and 1.03, with a most l i k e l y  value of 
1 .OO. 

7. Components of the  t o t a l  passenger c o s t s  are presented i n  Table 
111-2, The primary breakdown i s  between "aircraft" operating c o s t s ,  being 
those directly attributable to the operation of a ircraf t  on each route group, 
and "other" operating coats .  A l l  the  itemized data carry r e l a t i v e l y  wide  
margins of uncertainty and should be regarded as indicative only, Bevertbe- 
less, i t  appears t h a t  most of t h e  individual items vary ~ignificantly among 
route groups. 

Variations in revenue/cost ratios amongst a i r l i n e s  

8 .  The over-all  f inancial  results i n  Table 111-1 show that differences 
in revenues between route groups broadly r e f l e c t  differences in costs. Bow- 
ever, there are cases where i n d i v i d u a l  a i r l i n e s  earn s ignif icant  profits on 
some route groups whi le  incurring losses  on other  route groups, and operations 
of these airlines on t h e  former route groups could therefore be said t o  have 
subs id ized  operations on the latter groups during the period in question. In 
studies covering previous years,  such apparent cross-subsidy between route 
groups applied not only i n  the  case of i n d i v i d u a l  a i r l i n e s  but carried across 
t o  t h e  averages f o r  some regional groups of a i r l i n e s .  Since 1983, however, no 
such consistent cross-subsidy has been identifiable. 

9. Analysis d i d ,  however, reveal several route groups within which the 
results  obtained by different regional groups of airlines show significant 
differences. As in the previous year on routes between ~uropel~iddle East and 
Africa, European a i r l i n e s  as a group achieved a r e l a t i v e l y  high revenue/ c o s t  
ratio (1.05) compared w i t h  other airlines ( for example, 0.85 for the  African 
airlines). h South Pacific routes Asia/Pacific a i r l i n e s  as 5 group showed a 
revenuelcost rat io  some 0.15 below that  of North American airlines (0.85 
against  1.00). The reduction in unit costs  per passenger-kilometres achieved 
by some major South American carriers in 1986 l e d  to a significant improvenlent 
over 1985 in the results  of t h i s  group of  carriers against those registered in 
other regions operating on the  same group of routes. This improvement is 
par t i cu lar ly  noticeable on routes between North America/Central America/ 
Caribbean and South Amexica where the South American carriers as  a group 
achieved a revenuelcost ratio of 1.10 compared w i t h  1.05 f o r  the North American 
carriers,  and for routes across t h e  South Atlantic where i n  1986 South American 
carriers showed a revenue/cost ratio of 1.10 compared w i t h  1.05 for the 
European carriers. 
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I @ .  An examinat ion was a l s o  c a r r i e d  o u t  a s  t o  how t h e  r e v e n u e / c o s t  r a t i o s  
v a r i e d  amongst i n d i v i d u a l  a i r l i n e s  o p e r a t i n g  i n  t h e  same r o u t e  group.  These 
v a r i a t i o n s  i n  r e v e n u e / c o s t  r a t i o s  amongst a i r l i n e s  on a  r o u t e  g roup  can b e  an 
important  f a c t o r  i n  t h e  n e g o t i a t i o n  of f a r e s  f o r  t h e  r o u t e  group i n  q u e s t i o n ,  
p a r t i c u l a r l y  where unanimity  o r  some form of concensus arnang t h e  a i r l i n e s  i s  
r e q u i r e d  on proposed f a r e s .  

11. The v a r i a t i o n s  i n  1986 a r e  shown i n  Table  111-3. On a  few r o u t e  
groups  t h e  r e v e n u e / c o s t  r a t i o s  f o r  t h e  a i r l i n e s  do n o t  v a r y  ve ry  much from t h e  
r o u t e  group average  ( f o r  example a c r o s s  t h e  South A t l a n t i c ) .  However, on most 
r o u t e  groups  t h e  r a t i o s  v a r y  s i g n i f i c a n t l y  among t h e  a i r l i n e s  and t h e  average  
r e v e n u e / c o s t  r a t i o s  do no t  t h e r e f o r e  a d e q u a t e l y  p o r t r a y  t h e  economics of  t h e  
o p e r a t i o n s .  On seven r o u t e  groups  t h e  r e v e n u e / c o s t  r a t i o s  of i n d i v i d u a l  
c a r r i e r s  ranged from l e s s  t h a n  0.7 t o  g r e a t e r  than  1 .3 :  Europe,  Europe-Middle 
E a s t ,  Europe-Africa,  North A t l a n t i c ,  Mid A t l a n t i c ,  k s i a l ~ a c i f i c  and Europe- 
As ia /  ~ a c i f  i c .  

C o m ~ a r i s o n  of r e s u l t s  f o r  1986 w i t h  t h o s e  f o r  1985 

12.  An o v e r - a l l  comparison between d a t a  f o r  1986 and cor respond ing  d a t a  
f o r  1985 shows an i n c r e a s e  of about 5  p e r  c e n t  i n  t h e  e s t i m a t e d  passenger  c o s t  
pe r  a v a i l a b l e  s e a t - k i l o m e t r e ,  from 4.50 t o  4.74 c e n t s .  S i n c e  t h e  world-wide 
average  load f a c t o r  dec reased  some 2 percen tage  p o i n t s ,  from 6 5  t o  63 p e r  c e n t ,  
t h e  c o s t  pe r  passenger -k i lomet re  shows an i n c r e a s e  of j u s t  o v e r  8 p e r  c e n t ,  
from 6.92 t o  7.49 c e n t s .  Uni t  revenues  ( e x c l u d i n g  i n c i d e n t a l  o p e r a t i n g  
revenues )  on t h e  o t h e r  hand showed an i n c r e a s e  of about  10 p e r  c e n t ,  from 6.74 
c e n t s  p e r  passenger -k i lomet re  t o  7.42 c e n t s  i n  1986 and a s  a  r e s u l t  t h e  
o v e r - a l l  r e v e n u e / c o s t  r a t i o  shows a  s l i g h t  improvement between t h e  two y e a r s ,  
i n c r e a s i n g  from 0.97 i n  1985 t o  0.99 i n  1986. 

13.  As f a r  a s  t h e  i n d i v i d u a l  r o u t e  groups  a r e  concerned,  t h e  year- to-year  
c o s t  changes show wide v a r i a t i o n s  which a r e  a c c e n t u a t e d  by d i f f e r e n c e s  i n  
t r e n d s  i n  load  f a c t o r s .  Between 1985 and 1986,  n i n e  o u t  of t h e  16 r o u t e  g roups  
f o r  which comparable d a t a  a r e  a v a i l a b l e  showed i n c r e a s e s  i n  c o s t s  p e r  
passenger -k i lomet re .  The most s i g n i f i c a n t  i n c r e a s e s  were recorded  on r o u t e s  i n  
l o c a l  Europe ( f rom 11.8 t o  14.5 c e n t s ) ,  i n  l o c a l  A f r i c a  ( f rom 10.6 t o  12.0 and 
between EuropelMiddle E a s t  and A f r i c a  ( f rom 7.3 t o  8 .5  c e n t s ) .  Of t h e  
remaining seven r o u t e  g roups ,  s i x  showed d e c r e a s e s  i n  u n i t  c o s t s ,  between 1985 
and 1986. The most s i g n i f i c a n t  d e c r e a s e s  were recorded  on r o u t e s  between 
Canada, Mexico and t h e  Uni ted  S t a t e s  ( f rom 7.9 t o  7 . 1  c e n t s ) ,  and i n  l o c a l  
South America ( f rom 10.4 t o  9.0 c e n t s ) .  

14.  The comparison of u n i t  c o s t s  between 1985 and 1986 r e f l e c t s  a  g e n e r a l  
r e d u c t i o n  i n  t h e  p r i c e  of f u e l  ( s e e  Chapter  IV), w i t h  g r e a t e r  o r  l e s s e r  e f f e c t s  
i n  t h e  d i f f e r e n t  r o u t e  g roups .  However, a s  w i t h  t h e  revenue f i g u r e s  d i s c u s s e d  
i n  Chapter 11, t h e  comparison h a s  been i n  some c a s e s  s i g n i f i c a n t l y  a f f e c t e d  by 
a  weakening of t h e  Uni ted  S t a t e s  d o l l a r  a g a i n s t  many o t h e r  world c u r r e n c i e s ,  i n  
p a r t i c u l a r  t h o s e  f o r  c e r t a i n  European and A f r i c a n  c o u n t r i e s  and Japan .  Within 
t h e  Americas,  where most f a r e s  and r a t e s  a r e  t r a n s a c t e d  i n  Uni ted  S t a t e s  
d o l l a r s ,  t h e  changes i n  u n i t  revenues  g e n e r a l l y  r e f l e c t  market  changes .  
S i m i l a r l y ,  changes i n  u n i t  c o s t s  i n  t h e  Americas t o  a  l a r g e  e x t e n t  r e f l e c t  t h e  
d e c r e a s e  i n  f u e l  p r i c e s  a s  we l l  a s  some o p e r a t i o n a l  changes ,  a s  t h e  g r e a t e r  
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Table 111-3. Var i a t ion  of revenue/cost  r a t i o s  
amongst a i r l i n e s ,  1986 

Route group 
( s b r t  t i t l e )  

Revendcost ratio rarge 

Average less 0.7 0.9 1.1 greater 
revendcost N d e r  of than to to to than 
ratio ( a l l  airlines 0.7 0.9 1.1 1.3 1.3 

airlines, from in this 
Table 111-1 ) analysis Nuuber of airlines 

J. A l l  wrld inter- 
national routes 0.99 73 3 14 44 9 3 

11. International route 
g ~ P 6  : 

1. NorttrCentral America 0.90 6 

2. Central k r i c a  - 2 2 

3. North America 0.W 12 1 5 5 1 

4. North-South Amrica 1.10 13 2 6 3 2 

South America 

b p e  

Middle East 

Africa 

EuropeKLiddle East 

firopeAfrica 

North Atlantic 

Mid Atlantic 

South Atlantic 

Asid Pacific 

EuropeAsid Pacif ic  

NorthIMid Pacific 

South Pacific 
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part of costs are generally borne in United States dollars. Outside the 
Americas, in those areas where national currencies generally strengthened 
compared with the United States dollar, the increases shown in revenues and 
costs are in effect inflated, and notably so in Europe, Africa, and 
AsiaIPacific. For example, whereas between 1985 and 1986 average unit revenues 
and costs for routes in local Europe showed increases of about 25 and 23 per 
cent respectively when measured in United States dollars, in terms of European 
currencies average unit revenues are estimated to have increased in the order 
of 2 per cent and unit costs not to have changed. For routes in local Africa 
average unit revenues and costs in terms of United States dollars each showed 
an increase of about 13 per cent between 1985 and 1986, whereas in terms of 
national currencies they are estimated to have increased by some 4 and 3 per 
cent respectively. For routes in local Asia/Pacific, the average unit revenues 
and costs in terms of United States dollars showed increases of about 14 and 
9 per cent respectively, whereas in terms of national currencies unit revenues 
are estimated to have increased about 5 per cent and unit costs not to have 
changed. 

15. Of the 16 route groups for which comparable data are available, nine 
showed an improvement in the revenue/cost ratio between 1985 and 1986. These 
are: between North America and Central Americal~aribbean (from 0.85 to 0.901, 
between Canada, Mexico and the United States (from 0.80 to 0.90), between North 
America/Central Americal~aribbean and South America (from 1.05 to 1.101, local 
South America (from 0.90 to 1.05), local Middle East (from 1 .I@ to 1.15), Mid 
Atlantic (from 0.85 to 0.95), South Atlantic (from 1.00 to 1.05), local 
Asial~acific (from 1.00 to 1.05) and NorthfMid Pacific (from 0.95 to 1.00). 
For the three route groups in the Americas involving North America, the most 
important factor was the decrease in unit costs which, despite a negative 
development in load factors, was still more significant than the decrease in 
unit revenues. On routes within South America and across the South Atlantic 
the reduction in unit costs per seat-kilometre achieved by the South American 
airlines together with the increase in average load factors contrjbuted towards 
an improved revenuelcost ratio between 1985 and 1986. For the remaicing four 
route groups the improvement in the revenue/cost ratio resulted from a 
favourable development in unit revenues which more than compensated for the 
reduction in load factors. 

16. Of the remaining route groups, only one showed a reduction in the 
revenuelcost ratio, while the change in the ratio of the remaining six route 
groups was not significant. The route group which showed a decline in the 
revenuelcost ratio was the North Atlantic (from 0.95 to 0.90). The major cause 
for this reduction was a drop in traffic, and consequently in load factor (from 
66 to 61 per cent), due to the decline in the value of the United States dollar 
and to highly publicized events in Europe which had a negative impact on travel 
originating in North America. 



I V .  FACTORS CAUSING REGIONAL DIPPEBENCES I N  COSTS 

1. The f i n a n c i a l  a n a l y s i s  presented i n  Chapter 111 included e s t ima te s  of 
t h e  average cos t  per  passenger-kilometre performed f o r  each of 16 i n t e r n a t i o n a l  
r o u t e  groups. This  chapter  i s  concerned wi th  assessments  of f a c t o r s  which 
caused t h i s  average cos t  t o  vary among t h e  rou te  groups. Some main f a c t o r s  can 
be i d e n t i f i e d  and t h e i r  e f f e c t s  q u a n t i f i e d  bu t  a  number of o t h e r  f a c t o r s  do not  
lend themselves t o  i nd iv idua l  assessment and a r e  t h e r e f o r e  d e a l t  w i th  i n  a  
summary manner, a l though t h e i r  combined inf  luence on c o s t  d i f f e r e n c e s  i s  
s i g n i f i c a n t  . 
2. The f a c t o r s  which have been considered a r e :  

a )  t h e  e f f e c t  on a i r c r a f t  opera t ing  c o s t s  of d i f f e r e n c e s  among 
r o u t e  groups i n  a i r c r a f t  equipment being used;  

b )  t h e  e f f e c t  of d i f f e r e n c e s  among r o u t e  groups i n  t h e  average 
l eng th  of f l i g h t  s t a g e s ;  

C )  t h e  e f f e c t  of varying p r i c e s  of f u e l  and o i l  i n  d i f f e r e n t  p a r t s  
of t h e  world; 

d )  t h e  e f f e c t  of d i f f e r e n t  l e v e l s  of a i r p o r t  u s e r  charges i n  
d i f f e r e n t  p a r t s  of t h e  world; 

e )  t h e  e f f e c t  of d i f f e r e n c e s  i n  t he  average load f a c t o r  achieved on 
each r o u t e  group; and 

f )  o t h e r  f a c t o r s .  

An examination of t h e  in f luence  exe rc i sed  by each of t h e  above on t h e  ope ra t ing  
c o s t s  f o r  t r a f f i c  i n  t h e  r o u t e  groups i s  made below and t h e  r e s u l t i n g  v a r i -  
a t i o n s  i n  t h e  c o s t s  per  passenger-kilometre from t h e  world average a r e  sub- 
sequent ly  presented  i n  Table IV-5 and d iscussed  i n  paragraphs 21 and 22 of t h i s  
chapter .  

A i r c r a f t  mix and s t a g e  l eng th  [ f a c t o r s  a )  and b ) l  

3. The volume of t r a f f i c  on a  r o u t e  and t h e  g e o g r a p h i c a l  
c h a r a c t e r i s t i c s  of t h e  r o u t e  ( i n  p a r t i c u l a r  t h e  l eng ths  of f l i g h t  s t a g e s )  
determine t h e  s i z e s  of a i r c r a f t  t h a t  a r e  engaged i n  t h e  t r a f f i c ,  t h e  number of 
sea t -k i lomet res  per  depa r tu re  and per  f l y i n g  hour t h a t  can be produced by t h e s e  
a i r c r a f t ,  and t h e  poss ib l e  u t i l i z a t i o n  of t h e  a i r c r a f t  i n  terms of f l y i n g  hours 
per  year.  For t hese  reasons ,  t h e  geographical  c h a r a c t e r i s t i c s  of a  r o u t e  group 
s t rong ly  in f luence  t h e  ope ra t ing  c o s t s  per  sea t -k i lomet re  t h a t  w i l l  be incur red  
on t h a t  rou te  group. E f f e c t s  on t h e s e  c o s t s  of d i f f e r e n c e s  among t h e  r o u t e  
groups i n  a i r c r a f t  mix and average s t a g e  length  a r e  d iscussed  below. 
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4 .  I n  g e n e r a l ,  t h e  a i r c r a f t  o p e r a t i n g  c o s t s  p e r  a i r c r a f t - k i l o m e t r e  o r  
pe r  s e a t - k i l o m e t r e  on a  long-haul  f l i g h t  a r e  lower than  on a  s h o r t - h a u l  f l i g h t ,  
mainly  because  of t h e  h i g h e r  b l o c k  speed t h a t  may b e  ach ieved  on a  long-haul 
f l i g h t  and t h e  g e n e r a l l y  h i g h e r  a i r c r a f t  d a i l y  u t i l i z a t i o n  recorded .  Simi- 
l a r l y ,  l a r g e  a i r c r a f t  which may be  used where t r a f f i c  d e n s i t y  i s  h i g h  have 
lower a i r c r a f t  o p e r a t i n g  c o s t s  p e r  s e a t - k i l o m e t r e  than  s m a l l  a i r c r a f t .  The 
combined impact o f  t h e s e  two f a c t o r s  may b e  i l l u s t r a t e d  by look ing  a t  t h e  aver -  
age a i r c r a f t  o p e r a t i n g  c o s t s  i n c u r r e d  i n  i n t e r n a t i o n a l  passenger  s e r v i c e  i n  
1986 f o r  d i f f e r e n t  c a t e g o r i e s  o f  a i r c r a f t .  Tab le  I V - 1  p r e s e n t s  t h e  a v e r a g e  
a i r c r a f t  o p e r a t i n g  c o s t s  p e r  b lock  hour and p e r  a v a i l a b l e  s e a t - k i l o m e t r e  f o r  
f i v e  c a t e g o r i e s  of  a i r c r a f t ,  grouped accord ing  t o  t h e i r  s i z e  and by t h e  l e n g t h  
of  h a u l  f o r  which t h e y  were g e n e r a l l y  used.  The average  h o u r l y  c o s t  v a r i e d  
from $1 950 f o r  narrow-body s h o r t - h a u l  a i r c r a f t  t o  $5 510 f o r  wide-body 
long-haul a i r c r a f t ,  b u t  p r i m a r i l y  because  o f  t h e i r  g r e a t e r  p r o d u c t i v i t y  t h e  
average  a i r c r a f t  o p e r a t i n g  c o s t  p e r  a v a i l a b l e  s e a t - k i l o m e t r e  ( a d j u s t e d  t o  
exc lude  c o s t s  a t t r i b u t a b l e  t o  f r e i g h t  and m a i l  t r a f f i c )  of  t h e  wide-body 
long-haul a i r c r a f t  was, a t  1.8 c e n t s ,  lower t h a n  f o r  any o t h e r  c a t e g o r y .  A t  
t h e  o t h e r  end of  t h e  spect rum t h e  narrow-body shor t -hau l  a i r c r a f t  ave raged  
2.9 c e n t s  p e r  s e a t - k i l o m e t r e ,  which i s  6 1  p e r  c e n t  h i g h e r  t h a n  t h e  f i g u r e  f o r  
wide-body long-haul a i r c r a f t .  

5.  A i r c r a f t  o p e r a t i o n a l  d a t a  f o r  each  r o u t e  group ( e x c l u d i n g  u t i l i z a t i o n  
e f f e c t s )  a r e  shown i n  Table  IV-2. The average  b l o c k  speed ach ieved  i s  shown t o  
b e  s i g n i f i c a n t l y  h i g h e r  on r o u t e  g roups  w i t h  a  long average  s t a g e  l e n g t h  such  
a s  t h e  t r a n s a t l a n t i c  and t h e  t r a n s p a c i f i c  r o u t e s  t h a n  on r o u t e  g roups  w i t h  a  
s h o r t  ave rage  s t a g e  l e n g t h  such a s  Europe and t h e  Middle E a s t .  T h i s  r e l a t i v e  
economic advan tage  f o r  t h e  o p e r a t i o n s  of long-haul r o u t e s  i s  a m p l i f i e d  by t h e  
f a c t  t h a t  l a r g e  wide-body a i r c r a f t  i n  1986 accounted f o r  a  h igh  p r o p o r t i o n  o f  
t h e  t o t a l  c a p a c i t y  on long-haul r o u t e s  b u t  were b e i n g  used l e s s  on t h e  r o u t e  
groups  w i t h  a  s h o r t  a v e r a g e  s t a g e  l e n g t h .  The v a r i a t i o n  i n  average  a i r c r a f t  
p r o d u c t i v i t y  r e s u l t i n g  from v a r i a t i o n s  i n  average  b l o c k  speed and a v e r a g e  s i z e  
of a i r c r a f t  i s  v e r y  wide. For  example,  t h e  s e a t - k i l o m e t r e s  p e r  a i r c r a f t  b l o c k  
hour i n  t h e  C e n t r a l  America,  Europe and A f r i c a  r o u t e  g roups  a r e  i n  e a c h  c a s e  
l e s s  t h a n  o n e - t h i r d  of  t h e  s e a t - k i l o m e t r e s  p e r  b l o c k  hour on t h e  NorthIMid 
P a c i f i c  r o u t e  group.  

6 .  D i f f e r e n c e s  i n  a i r c r a f t  f l e e t  composi t ion among r o u t e  g roups  c o n t r i b -  
u t e  t o  t h e  d i f f e r e n c e s  i n  b o t h  a i r c r a f t  and o t h e r  o p e r a t i n g  c o s t s ,  b u t  ma in ly  
i n  t h e  a i r c r a f t  c o s t s .  The c o n t r i b u t i o n  t o  r e g i o n a l  d i f f e r e n c e s  i n  a i r c r a f t  
o p e r a t i n g  c o s t s  a r i s i n g  from d i f f e r e n c e s  i n  a i r c r a f t  mix ( e x c l u d i n g  t h e  e f f e c t s  
of  d i f f e r e n c e s  i n  s t a g e  l e n g t h ,  f u e l  p r i c e s  and load  f a c t o r s )  has  been e s t i -  
mated and i s  p r e s e n t e d  i n  pa ragraphs  21 and 22. 

7 .  Other  o p e r a t i n g  c o s t s  a s  w e l l  a s  a i r c r a f t  o p e r a t i n g  c o s t s  a r e  o f  
c o u r s e  a l s o  s t r o n g l y  i n f l u e n c e d  by t h e  average  l e n g t h  of f l i g h t  s t a g e s  o p e r a t e d  
i n  a  r o u t e  group.  T h i s  is  because  c e r t a i n  impor tan t  c o s t  i t e m s ,  such  a s  
s t a t i o n  expenses  and l and ing  c h a r g e s ,  a r e  p r i m a r i l y  dependent upon t h e  number 
of a i r c r a f t  and passenger  d e p a r t u r e s .  S i n c e  t h e  number of  s e a t - k i l o m e t r e s  ( o r  
passenger -k i lomet res )  p e r  d e p a r t u r e  i n c r e a s e s  p r o p o r t i o n a l l y  w i t h  i n c r e a s i n g  
s t a g e  l e n g t h ,  t h e  c o s t  p e r  s e a t - k i l o m e t r e  ( o r  p e r  p a s s e n g e r - k i l o m e t r e )  o f  -- 
s t a t i o n  expenses  and l a n d i n g  charges  f a l l s  w i t h  i n c r e a s i n g  s t a g e  l e n g t h .  
Est imated e f f e c t s  of d i f f e r e n c e s  i n  s t a g e  l e n g t h  on o p e r a t i n g  c o s t s  ( b o t h  
a i r c r a f t  and o t h e r )  a r e  a l s o  p r e s e n t e d  i n  pa ragraphs  21 and 22.  
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Table  I V - 1 .  O p e r a t i o n a l  and c o s t  d a t a  f o r  a i r c r a f t  c a t e g o r i e s  1986 
( i n t e r n a t i o n a l  schedu led  passenger  s e r v i c e s )  

Percentage 
pr- of world's 

jet  types inter- 
Averqge 
length 

Aircraft 
operating costs 4 

operated national of Average 
on inter- t r a f f i c  Average fl ight u t i l i -  lb l lars  Cents per 

Grouping of nat h a 1  (available nuher  stages zation3 per available 
subsonic scheduled seat-b) of operated (burs /  block seat- 
aircraft services1 (% seats2 (h) day) bour h5 

ALL - 100 .O 241 1 680 8.5 3 85C 2.0 

-4~' B7 37 8.5 114 7 53 7.4 1 950 2.9 
short-haul I37 57 

Dc9 
M80 

-O~Y, B7 27 
mediwhaul 'IUl54 

-YY B707 
Long-haul DC8 

IL62 

Wide-body , B747 64.3 328 4 025 10.6 5 510 1.8 
lang-haul E l 0  

L1011-500 

1. h l y  aircraft  types providing m r e  than 0.5 per mt of the w r l d  international scheduled 
available seat-kilanetres in 1986 are l isted in this  colum. The categorization of aircraft  
types i s  based on the average nunber of seats and average length of f l ight  stilges operated in 
1986. 

2. Available seat-kilanetres divided by airnaft-kilanetres flown. 
3 .  Including Qmest i c  and nonscheduled operat ions of the international air l ines concerned. 
4. Data in these colunns include fl ight operations expenses, aircraft  fuel and o i l  ( a t  the world 

average cost of 17.1 cents per l i t r e ) ,  aircraft maintenance and overhaul, and aircraft  standing 
charges such as depreciation and interest charges. If prevailing regional prices rather than 
the w r l d  average price were to  be used for aircraft fuel and o i l  there wuld be no change in 
the per seat-kilunetre cost data presented, but small changes in m e  of the per block hour 
data. 

5. Aircraft operating costs have been adjusted in this  case to  exclude costs attributable t o  
freight and ma i l  t r d f  ic. 
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Table IV-2. A i r c r a f t  ope ra t iona l  da t a  by rou te  group, 1986 

Average 
aircraft 

Aver%e Percentage distribution productivity : 
l q t h  of Average of seat-kilometres available seat- 

flight block kilanetres per 
s t e e  speed Narrow- W i d e -  block hour 

Route gmup (sbort t i t l e )  (km) ( ldh)  body MY (thousands ) 

A l l  wr ld  international 
routes 

International route 
P="F: 

NorttrCentral k i c a  

Central k i c a  

North America 

krth-South k i c a  

South h m i c a  

ELtrope 

Middle East 

Africa 

&qd&ddle East 

b m p d f r i c a  

North Atlantic 

Mid Atlantic 

South Atlantic 

AsiafPacif i c  

15. Eun,pdsia/Pacific 3 457 731 6 94 222 

16. North/Mid Pacific 5 119 793 1 99 257 

17. South Pacific 4 392 791 4 % 251 
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P r i c e s  f o r  a i r c r a f t  f u e l  and o i l  [ f a c t o r  c ) l  -- 
8. The e s t i m a t e d  t o t a l  consumption of a i r c r a f t  f u e l  and o i l  on 
i n t e r n a t i o n a l  s u b s o n i c  j e t  passenger  r o u t e s  i n  1986 was about  56 b i l l i o n  
l i t r e s ,  and t h e  t o t a l  c o s t  t o  t h e  a i r l i n e s  was some U.S. $9.6 b i l l i o n  f o r  an 
average  p r i c e  p e r  l i t r e  of 17.1 c e n t s .  T h i s  average  p r i c e  p a i d  p e r  l i t r e  
r e p r e s e n t e d  a  s i g n i f i c a n t  d e c r e a s e  from t h e  1985 average  p r i c e  of 23.2 c e n t s  
p e r  l i t r e ,  a c c e l e r a t i n g  t h e  c o n t i n u a l  d e c l i n e  from t h e  h i g h  l e v e l  of 31 c e n t s  
p e r  l i t r e  reached  i n  1981. Between 1981 and 1986 t h e  p r i c e  o f  f u e l  p e r  l i t r e  
decreased  by 45 p e r  c e n t ;  a s  a  consequence whereas i n  1981 f u e l  r e p r e s e n t e d  
j u s t  over  28 p e r  c e n t  of t h e  t o t a l  passenger  o p e r a t i n g  c o s t s ,  i n  19% i t  
r e p r e s e n t e d  about  1 5  p e r  c e n t .  

9. D e t a i l e d  e s t i m a t e s  have been made of t h e  average  p r i c e s  o f  f u e l  
purchased i n  t h e  d i f f e r e n t  r e g i o n s  o f  t h e  world (Tab le  IV-3) and o f  t h e  average  
p r i c e s  of f u e l  consumed on t h e  v a r i o u s  r o u t e  groups  ( T a b l e  IV-4). A s  shown i n  
Table  IV-3 on a  r e g i o n a l  b a s i s  t h e  p r i c e  pe r  l i t r e  of f u e l  i n  1986 ranged from 
about  1 4  c e n t s  i n  North America t o  j u s t  o v e r  27 c e n t s  i n  A f r i c a  ( a l m o s t  double  
t h e  p r i c e  pa id  i n  North America) .  The amount by which f u e l  p r i c e s  decreased  
between 1985 and 1986 v a r i e s  s i g n i f i c a n t l y  between a r e a s ,  from a  r e d u c t i o n  of 
about  30 p e r  c e n t  i n  Europe and North America t o  about  1 0  p e r  c e n t  i n  A f r i c a .  

10.  On a  r o u t e  g roup  b a s i s  (Tab le  IV-4) t h e  e s t i m a t e d  f u e l  p r i c e s  range  
from a  low of 14.7 c e n t s  p e r  l i t r e  f o r  r o u t e s  w i t h i n  North America t o  a  h igh  of 
32.2 c e n t s  p e r  l i t r e  f o r  r o u t e s  w i t h i n  A f r i c a .  Comparing t h e  two s e t s  of f u e l  
p r i c e  e s t i m a t e s  i n  Tab les  IV-3 and IV-4, b o t h  of which a r e  d e r i v e d  from t h e  
same d a t a  s o u r c e s ,  i t  may b e  seen  t h a t  t h e  average  p r i c e s  p a i d  f o r  f u e l  f o r  
i n t e r n a t i o n a l  s e r v i c e s  c a r r i e d  o u t  e n t i r e l y  w i t h i n  A f r i c a  (32.2  c e n t s  p e r  
l i t r e )  a r e  s i g n i f i c a n t l y  h i g h e r  t h a n  t h e  average  p r i c e s  f o r  a l l  f u e l  u p l i f t e d  
i n  A f r i c a  f o r  i n t e r n a t i o n a l  s e r v i c e s  t o ,  from and w i t h i n  t h a t  r e g i o n  (27-4  
c e n t s  p e r  l i t r e ) .  F u r t h e r  a n a l y s i s  shows t h a t  a i r l i n e s  from o u t s i d e  t h i s  
r e g i o n  have g e n e r a l l y  p a i d  lower p r i c e s  f o r  f u e l  i n  t h e  r e g i o n  concerned t h a n  
a i r l i n e s  based i n  t h e  r e g i o n ,  p o s s i b l y  a s  a  r e s u l t  of f a v o u r a b l e  terms o f  b u l k  
purchas ing  arrangements  cover ing  a  wider  network of s e r v i c e s .  

A i r p o r t  and - a s s o c i a t e d  charges  [ f a c t o r  d ) l  

11. A i r p o r t  charges  i n  1986 r e p r e s e n t e d  3.7 p e r  c e n t  o f  t h e  t o t a l  c o s t s  
f o r  i n t e r n a t i o n a l  passenger  o p e r a t i o n s .  The b a s i s  on which t h e s e  charges  a r e  
l e v i e d  v a r i e s  from a i r p o r t  t o  a i r p o r t  b u t  a i r c r a f t  g r o s s  weight  i s  t h e  pre- 
dominant element and a  broad and s imple  comparison of t h e  l e v e l s  of a i r p o r t  
charges  i n  d i f f e r e n t  p a r t s  of t h e  world can be  based on d o l l a r s  p a i d  p e r  tonne  
of a i r c r a f t  maximum take-off  weight .  Using t h i s  measure ,  e s t i m a t e d  average  
a i r p o r t  charges  i n  d i f f e r e n t  r e g i o n s  of t h e  world a r e  shown i n  T a b l e  IV-3. The 
t a b l e  shows t h a t  t h e  world average  was 6.3 d o l l a r s  pe r  tonne  and t h a t  t h e  aver -  
age charges  i n  r e g i o n s  ranged from 2.2 d o l l a r s  i n  C e n t r a l  AmericalCar ibbean t o  
11.1 d o l l a r s  i n  Europe. It i s  t o  be  no ted  t h a t  en- rou te  f a c i l i t y  charges  a r e  
no t  g e n e r a l l y  i n c l u d e d  i n  t h e s e  e s t i m a t e s  because  of t h e i r  more l i m i t e d  
s i g n i f i c a n c e  (1 .9  p e r  c e n t  of t o t a l  c o s t s )  and because  of t h e  margin of 
u n c e r t a i n t y  a s s o c i a t e d  w i t h  t h e i r  e s t i m a t i o n  on a  r e g i o n a l  b a s i s .  



Table  IV-3. Est imated u n i t  f u e l  p r i c e s  and a i r p o r t  charges  
by r e g i o n ,  1986 ( i n t e r n a t i o n a l  scheduled s e r v i c e s )  

Land* and associated 
Aircraft fuel airport charges 

and o i l  (dollars/ 
(cents/litre) departed torme2) 

World 17.1 6.3 

North America 14.2 2.5 

Central k icaJCar ibbean 19.4 2.2 

South America 22.2 4.1 

Middle East 18.5 4.3 

Africa 27.4 4.6 

1. &re detailed descriptions of areas and mute groups may be f d  in 
Appendix 3  on the reverse of the revenue and cost questionnaire. 

2. Tomes of aircraft mandmm take-of f weight. 

12.  E s t i m a t e s  of l and ing  and a s s o c i a t e d  a i r p o r t  charges  have a l s o  been 
made on a  r o u t e  group b a s i s  and a r e  shown i n  Table  IV-4. The range of t h e s e  
e s t i m a t e s  f o r  r o u t e  groups  i s  from 1.7 d o l l a r s  pe r  tonne f o r  t r a f f i c  w i t h i n  
North America t o  12.4 d o l l a r s  f o r  t r a f f i c  w i t h i n  Europe. 

Load f a c t o r  [ f a c t o r  e l l  

13.  A l a r g e  p a r t  of t h e  t o t a l  c o s t s  of o p e r a t i n g  a  f l i g h t  on a  schedu led  
a i r  s e r v i c e  i s  independent o f ,  o r  o n l y  moderate ly  a f f e c t e d  b y ,  t h e  number o f  
passengers  a c t u a l l y  c a r r i e d  on t h e  f l i g h t .  S i n c e ,  a s  shown i n  Tab le  111-1, t h e  
passenger  load  f a c t o r s  achieved i n  1986 v a r i e d  s i g n i f i c a n t l y  among r o u t e  
g roups ,  from a  low of  54 p e r  c e n t  on r o u t e s  between Europe and t h e  Middle E a s t  
t o  a  h igh  o f  70 p e r  cent  on r o u t e s  a c r o s s  t h e  South A t l a n t i c  and i n  l o c a l  
A s i a / P a c i f i c ,  t h e y  had a  s i g n i f i c a n t  i n f l u e n c e  on d i f f e r e n c e s  i n  t o t a l  
o p e r a t i n g  c o s t s  p e r  passenger-ki lometre .  Es t imated  e f f e c t s  of d i f f e r e n c e s  i n  
load f a c t o r  on o p e r a t i n g  c o s t s  f o r  each r o u t e  group a r e  p r e s e n t e d  i n  pa ragraphs  
21 and 22. 
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Tab le  I V - 4 .  Es t ima ted  u n i t  f u e l  p r i c e s  and a i r p o r t  c h a r g e s  
by r o u t e  g r o u p ,  1986 ( i n t e r n a t i o n a l  schedu led  s e r v i c e s )  

Landing and associated 
Aircraft fuel and airport charges 

o i l  prices (dollars/ 
Route group (short t i t l e )  (cents/ l i t r e )  departed tome1) 

I. A l l  m r l d  international 
routes 

International mute groups: 

NortHentral  America 

Central America 

b r t h  America 

North-South America 

South America 

Eilroy 

Middle East 

Africa 

Europe4hddle East 

Errropedfrica 

North Atlantic 

Mid Atlantic 

&South Atlantic 

Asia/ Pacif i c  

EuropeAs ia/ Pacif i c  

North/Mid Pacific 

South Pacific 

1. Tomes of aircraft  m a x i m  take-of f weight. 



Table IV-5. Contributions to differences in costs among route groups, 1986 
-- 

Actual 
World E€f ect Effect Effect of total 

averge of a i r  of stage Eff ect landing Sum of passenger 
total craft mix l q t h  end of air- d asso- Effect effects Effect operating 

pasewer on direct average craft fuel ciated of in of msts: 
operathg operat irg block and o i l  airport loed wluma other w l m s  

wsts  wets speed prices charges factor 2-6 factors 1+7+8 

Route group Cents per passenger-kilametre 
( s b r t  t i t l e )  (1) (2) (3) (4) (5) (6 (7 (8) (9) 

All wrld  inter 
national routes 

International route 
group : 

NDrtMentral America 

Central America 

North k i c a  

North-South k i c a  

South America 

mpe 

Middle East 

Africa 

hpe-Middle  East 

EuropeA€rica 

bbrth Atlantic 

Mid Atlantic 

South Atlantic 

AsialPacific 

15. hmpedsiafpacif i c  7.5 -0.2 -0.9 0.1 0 .O -0.3 -1.3 -0.1 6.1 

16. krth/Mid Pacific 7.5 -0.3 -1.3 -0.1 0 .O -0.2 -1 .9 0.2 5.8 

17. %uth Pacific 7.5 -0.3 -1.2 -0.1 -0.1 -0.2 -1.9 -0.1 5.5 
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Other causes of regional differences in costs - ---- 

14. Among the factors that led to regional differences in the total cost 
of passenger operations in 1986, the varying aircraft operating costs, includ- 
ing the effect of varying prices of fuel, have been discussed above. The 
effect of varying stage lengths and load factors has been assessed for both 
aircraft operating costs and other cost items but, with the exception of varia- 
tions in airport charges, other effects of differences in non-aircraft cost 
items have not been analysed. The remaining cost items include "station 
expenses", "passenger services", "commission", "ticketing, sales and promotion" 
and "general, administrative and miscellaneous" and together accounted for some 
52 per cent of the total costs for international passenger operations in 1986. 
Some of these cost items for passenger operations show significant differences 
among route groups even after extraction of any stage length and load factor 
effects. A general commentary concerning these items and their variation is 
given below. 

15. Station expenses (column 5 in Table 111-2) relate mainly to the 
servicing of aircraft and passengers at airports. While they vary greatly 
among route groups, from 0.3  to 2.2 cents per passenger-kilometre, some of the 
variation is due to the effects of differences in stage length. If this effect 
is extracted from station expenses, routes in local South America show the 
lowest costs per passenger while routes across the North Atlantic show the 
highest costs. 

16. Passenger service costs (column 6 in Table 111-2) relate primarily to 
cabin services provided in flight. In 1986 they increased significantly on a 
world-wide basis and represented nearly 14 per cent of total passenger 
operating costs. The differences in their level amongst the route groups, from 
0 . 8  to 1.7 cents per passenger-kilometre, primarily reflect differences in 
salary, service levels and utilization of cabin crew. 

17. Commission (column 7 in Table 111-2) is paid by each airline to 
travel agents and other airlines for the sale of passenger tickets. Commission 
is dependent on the extent to which airlines' sales are handled by agents in 
different parts of the world. However, because the commission is usually a 
certain percentage of the price of the ticket the variation in this cost item, 
from 0 . 4  to 1.4 cents per passenger-kilometre, is also related to the variation 
in average revenue per passenger-kilometre. 

18. Ticketing, sales and promotion (column 8 in Table 111-2) is an item 
for which the level is largely determined by decision-making within individual 
airlines. In 1986 this item increased significantly on a world-wide basis and 
represented over 10 per cent of passenger costs. The variation among the route 
groups, from 0 . 5  to 1.9 cents per passenger-kilometre, reflects differing 
competitive situations and the extent to which airlines handle their own sales 
in the various route groups. 

19. Comission, ticketing, sales and promotion, together reflect the 
over-all cost of selling passenger tickets. Depending on the route group, 
between 16 and 26 per cent of total passenger revenues are used to defray this 
cost. 
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20. General ,  admin i s t r a t i ve  and miscel laneous expenses (column 9 i n  
Table 111-2) vary from 0.2 t o  1.4 cents  per passenger-kilometre.  This  p a r t l y  
r e f l e c t s  v a r i a t i o n s  i n  t h e  o rgan iza t iona l  s t r u c t u r e  and the  accounting 
p r a c t i c e s  of a i r l i n e s  i n  d i f f e r e n t  p a r t s  of t h e  world, bu t  a l s o  v a r i a t i o n s  i n  
s a l a r y  l e v e l s  and s t a f f  p roduc t iv i ty  among reg ions .  Add i t i ana l ly ,  economies of 
s c a l e  may be an important f a c t o r  a f f e c t i n g  v a r i a t i o n s  i n  t h i s  cos t  i t=  a s  
l a r g e  a i r l i n e s ,  which t ecd  t o  have lower admin i s t r a t i ve  overheads per  
passenger-kilometre performed than smaller  a i r l i n e s ,  play a  g r e a t e r  r o l e  on 
some rou te  groups than on o the r s .  In  r ecen t  17ears, admin i s t r a t i ve  c o s t s  have 
been heavi ly  inf luenced by f l u c t u a t i o n s  i n  exchange r a t e s .  

Summary of causes of r eg iona l  d i f f e r ences  i n  c o s t s  

21. The e f f e c t s  of t h e  f a c t o r s  descr ibed i n  paragraphs 3  t o  20 on t h e  
cos t  l e v e l s  f o r  rou te  groups a r e  shown i n  Table IV-5. Column 1 of t h a t  t a b l e  
shows aga ins t  each rou te  group the  world average cos t  per passenger-kilometre 
i n  1986, which was 7.5 cen t s .  Columns 2  through 6  show t h e  dev ia t ions  from 
t h i s  world average t h a t  may be a t t r i b u t e d  t o  each of t h e  ind iv idua l ly  assessed  
f a c t o r s  descr ibed i n  paragraphs 3  t o  13 ,  and column 8  shows t h e  aggregate  
e f f e c t  of t h e  "other  f a c t o r s "  (some o t h e r  f a c t o r s  were descr ibed i n  summary 
form i n  paragraphs 14 t o  20) .  Column 9  shows t h e  r e s u l t i n g  a c t u a l  t o t a l  c o s t s  
per  passenger-kilometre f o r  each rou te  group. 

22. Comparing the  va r ious  f a c t o r s  i d e n t i f i e d  i n  columns 2  t o  6  of 
Table IV-5 i t  w i l l  be  noted t h a t  each of them cont r ibu ted  s i g n i f i c a n t l y  t o  
d i f f e r ences  from the  world average cos t  per passenger-kilometre.  On 13 out  of 
t h e  16 rou te  groups "s tage  l eng th  and average block speed" was t h e  most 
important s i n g l e  f a c t o r  and on t h e  r e s t  "load f a c t o r "  was the  most important 
s i n g l e  f a c t o r ,  bu t  n e i t h e r  of them was t h e  c o n s i s t e n t l y  dominant cause. Also,  
a s  may be seen by comparing column 7  ( t h e  sum of t he  e f f e c t s  i n  columns 2  t o  6 )  
wi th  column 8 ,  an important proport ion of t h e  d i f f e r ences  i n  rou te  group c o s t s  
from t h e  world average was due t o  t h e  "other  f ac to r s "  which do not  lend 
themselves t o  p rec i se  a n a l y s i s .  



APPENDIX 1 .  DATA SOURCES AIAD COVERAGE 

Sources o f  t h e  d a t a  

1. Primary s o u r c e s  of i n f o r m a t i o n  f o r  t h i s  s t u d y  were two q u e s t i o n n a i r e s  
which were d i s p a t c h e d  (under  cover  o f  S t a t e  L e t t e r  EC 2120.3 .2 -87148  of 
14 A p r i l  1987) t o  a l l  C o n t r a c t i n g  S t a t e s  t o  b e  f i l l e d  o u t  w i t h  r e s p e c t  t o  t h e i r  
i n t e r n a t i o n a l  c a r r i e r s .  One q u e s t i o n n a i r e  sought  i n f o r m a t i o n  on schedu led  and 
non-scheduled p a s s e n g e r ,  f r e i g h t ,  m a i l  and i n c i d e n t a l  r evenues  f o r  each r o u t e  
g roup ,  t o g e t h e r  w i t h  cor responding  volumes o f  t r a f f i c  and c a p a c i t y .  R e p l i e s  t o  
t h i s  q u e s t i o n n a i r e  were r e c e i v e d  w i t h  r e s p e c t  t o  8 2  S t a t e s .  The second 
q u e s t i o n n a i r e  sought  i n f o r m a t i o n  on c o s t s  f o r  i n t e r n a t i o n a l  schedu led  passenger  
a i r l i n e s ,  and r e p l i e s  were r e c e i v e d  w i t h  r e s p e c t  t o  77 S t a t e s .  F a c s i m i l e s  o f  
t h e  two q u e s t i o n n a i r e s  and a  l i s t  o f  S t a t e s  f o r  which r e p l i e s  were r e c e i v e d  a r e  
g i v e n  i n  Appendix 3 .  

2 .  Another impor tan t  s o u r c e  of i n f o r m a t i o n  a s  f a r  a s  schedu led  oper -  
a t i o n s  were concerned was a  computer a n a l y s i s  o f  t i m e t a b l e  m a t e r i a l  p repared  by 
p u b l i s h e r s  of t h e  O f f i c i a l  ~ i ; l i n e  ~ u i d e .  The b a s i c  d a t a  p rov ided  -by t h i s  
s o u r c e  were,  f o r  each and e v e r y  a i r l i n e  and a i r c r a f t  t y p e  o p e r a t i n g  i n  e a c h  o f  
t h e  r o u t e  g r o u p s ,  i n f o r m a t i o n  on t h e  planned number o f  s e a t s  ( combina t ion  
a i r c r a f t ) ,  number of d e p a r t u r e s ,  a i r c r a f t  b l o c k  h o u r s  and d i s t a n c e  flown ( t h e s e  
d a t a  a r e  Copyright  1987 by O f f i c i a l  A i r l i n e  Guides ,  I n c . ,  Oak Brook, 
I l l i n o i s ) .  The I C A O  S e c r e t a r i a t  c a r r i e d  o u t  r e s e a r c h  i n t o  t h e  o p e r a t i n g  
c h a r a c t e r i s t i c s  o f  a i r c r a f t  t y p e s  and sub- types ,  and p rov ided  O f f i c i a l  A i r l i n e  
Guides w i t h  r e s u l t i n g  d a t a  on f u e l  consumption p e r  b l o c k  hour  ( a s  a  f u n c t i o n  of 
s t a g e  l e n g t h ) ,  maximum take-off  w e i g h t ,  payload and v o l u m e t r i c  c a p a c i t y .  Th i s  
i n f o r m a t i o n  was r e l a t e d  t o  t h e  b a s i c  d a t a  t o  p rov ide  a  bank o f  o p e r a t i n g  s t a t -  
i s t i c s  f o r  each  r o u t e  g roup  and f o r  each g e o g r a p h i c a l  a r e a  of o p e r a t i o n  w i t h i n  
each r o u t e  g roup ,  a s  w e l l  a s  a g g r e g a t e  s t a t i s t i c s  f o r  e a c h  a r e a  and f o r  t h e  
world a s  a  whole. 

3 .  A wide range of supplementary  i n f o r m a t i o n  s o u r c e s  was u s e d ,  i n  par-  
t i c u l a r  d a t a  on a i r l i n e  t r e f f i c ,  t r a f f i c  by f l i g h t  s t a g e ,  o n - f l i g h t  o r i g i n  and 
d e s t i n a t i o n  t r a f f i c ,  f l e e t  and p e r s o n n e l ,  and a i r l i n e  f i n a n c i a l  d a t a  r e g u l a r l y  
f i l e d  by C o n t r a c t i n g  S t a t e s  on A i r  T r a n s p o r t  Repor t ing  Forms and p u b l i s h e d  i n  
t h e  I C A O  D i g e s t s  of S t a t i s t i c s .  --- 

Coverage of t h e  d a t a  ------- 

4.  For  schedu led  s e r v i c e s ,  t r a f f i c ,  c a p a c i t y  and o t h e r  o p e r a t i o n a l  d a t a  
were d e r i v e d  b o t h  from t h e  q u e s t i o n n a i r e s  and from t h e  t i m e t a b l e  m a t e r i a l ,  
supplemented by m a t e r i a l  from t h e  r e g u l a r  s t e t i s t i c e l  r e p o r t s  t o  IC!.O, and nay 
be cons idered  a s  f u l l y  comprehensive of a1 Z i n t e r n e t  Fonel o p e r a t  i o n s .  F.ever?ue 
and c o s t  d a t a  o r i g i n a t e  e s s e n t i e l l y  f r c n  t h e  q u e s t i o n n z i r e s ,  supplemented b y  
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n a t i o n a l  pub l i ca t ions  o r  o t h e r  s u i t a b l e  sources of f i n e n c i a l  da t a  where a v a i l -  
ab l e ;  i n  t h e  case of passenger t r a f f i c  a v a i l a b l e  revenue and cos t  d a t a  were 
adapted according t o  ope ra t iona l  da t a  t o  render  them r e p r e s e n t a t i v e  of a l l  
i n t e r n a t i o n a l  opera t ions  ( s e e  Appendix 2 ) .  I n  t he  case of non-scheduled 
t r a f f i c ,  t h e  s o l e  source of bo th  ope ra t iona l  and f i n a a c i a l  da t a  was t h e  
responses t o  t h e  ques t ionna i r e s ,  and the  r e s u l t s  shown i n  t h i s  s tudy r ep resen t  
only these  responses.  

5. The study was based on revenue da t a  obtained f o r  87 scheduled a i r -  
l i n e s  ( inc luding  6  al l -cargo a i r l i n e s )  and 16 o t h e r  c a r r i e r s  ( i nc lud ing  2 a l l -  
ca rgo ) ,  and on cos t  da t a  f o r  73 scheduled passenger a i r l i n e s .  

6 .  The number of a i r l i n e s  and t h e  coverage of i n t e r n a t i o n a l  scheduled 
passenger t r a f f i c  represented  by revenue and cos t  da t a  a r e  shown i n  Table A l - 1  
by region of a i r l i n e  r e g i s t r a t i o n .  The over -a l l  r e p r e s e n t a t i o n  i n  terms of 
a v a i l a b l e  seat-ki lometres  i s  84 per  cent  f o r  revenue d a t a  and 80 per  cent  f o r  
cos t  da ta .  Representat ion of t h e  A f r i c a ,  Middle East  and Cent ra l  America/ 
Caribbean reg ions  i n  1986 remained s i g n i f i c a n t l y  lower than f o r  t h e  o t h e r  
regions.  

7. For each rou te  group t h e  number of a i r l i n e s  and the  percentage of 
t r a f f i c  represented by these  a i r l i n e s  a r e  shown i n  Table A1-2. I n  terms of 
a v a i l a b l e  seat-ki lometres  r e p r e s e n t a t i o n  of revenue d a t a  i s  above 7C per  cent  
f o r  11 of t he  17 rou te  groups while  f o r  cos t  da t a  i t  i s  above 70 per  cent  f o r  
10 of the  17 rou te  groups. For most r o u t e  groups t h e  revenue and cos t  d a t a  a r e  
considered s u f f i c i e n t l y  r e p r e s e n t a t i v e  t o  j u s t i f y  p re sen ta t ion  of r e s u l t s ,  
although i n  t h e  case of rou te s  i n  " loca l  Afr ica" t he  r e s u l t s  need t o  be 
i n t e r p r e t e d  wi th  some caut ion  because of t h e  r e l a t i v e l y  low rep resen ta t ion .  
F o r  r o u t e s  "between and w i t h i n  t h e  Ca r ibbean  and C e n t r a l  America" 
r ep re sen ta t ion  was so low a s  t o  c a s t  some doubt on t h e  v a l i d i t y  of t h e  r e s u l t s  
f o r  t h a t  rou te  group and hence f i g u r e s  f o r  t h i s  rou te  group a r e  not  presented  
i n  t h i s  Study, although t h e i r  e s t ima te s  a r e  included i n  t h e  worldwide t o t a l s .  

8. The coverage of reveoue da t a  f o r  non-scheduled passenger ope ra t ions  
i s  shown i n  Table A1-3 and t h e  coverage of revenue da t a  f o r  scheduled f r e i g h t  
and mail  s e rv i ces  i s  shown i n  Table A1-4. 
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REPRESENTATIVE NATURE OF REVENUE AND COST DATA FOR 
SCHEDULED PASSENGER OPERATIONS, 1 986 

Table  Al-1. Representa t ion  by ICAO reg ion  of a i r l i n e  r e g i s t r a t i o n  

Revenue data represent Cost data represent 

International 
scheduled Available Available 
available seat-kila~tres seat-kilanetres 

seat- Nder Nu&r 
kilunetres of No. % of of No. % of 

Regbn (millions) airlines (millions) total  airlines (millions) total 

A l l  955 m 

Africa 46 854 

Asia/ Pacif i c  237 165 

Europe 337 811 

Middle East 60 817 

Central America/ 
Caribbean 27 734 

South America 35 5% 

Source: 1 0 ,  Form A-1 . 
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Table A1-2. Representat ion by i n t e r n a t i o n a l  rou te  group 

Revenue data represent Cost data represent 

Per cent age Percentage 
of total of total 

Nuher of scheduled W e r  of scheduled 
Route group (short t i t l e )  airlines seat-kilollletres airlines seat-kilanetres 

I. All wrld international 
mutes 81 

hxtemational route groups: 

North-Central k i c a  6 

Central 2 

North Arnerica 12 

North-South America 14 

South k i c a  8 

m 24 

Middle East 7 

Africa 7 

bpe-Middle East 26 

lbqeA£rica 30 

North Atlantic 36 

Mid Aklant i c  13 

South Atlantic 12 

Asia/ Pacif ic  18 

FumpeAsia/Pacif ic  37 

Northhid Pacific 11 

South Pacific 9 

Source: Timetable analysis. 



Table A1-3 .  Representative nature of revenue data for non-scheduled passenger 
operations, 1986, by ICAO region of carrier registration 

Reg ion 

International rxm-scheduled Rev- data represent 
passager-kilanetres performed 

(millions) 
A l l  carriers International scheduled airlines Other carriers 

By inter- 
By national By M e r  Pass-km p e r f o n d  W e r  Pass* performed Nuher Pass-lrm performed 
a l l  scheduled other of No. % of of No. % of of No. X of 

carriers airlines carriers carriers (millions) total carriers . (millions) total carriers (millions 1 total 

A1 1 135 160 64 389 70 771 

Africa 2 683 2 682 1 

AsidPacif i c  2 328 2 297 3 1 

Europe 106 768 43 260 63 508 

Middle East 1 843 1 843 (Note 1 )  

North America 19 926 13 009 6 917 

Central Ilmerical 
Caribbean 974 974 (Note 1)  

South America 638 3% 314 

1. Iess than 0.5 million. 

Source: IUO, F o m  A-1 and A-2. 



Table A1-4. Representative nature of revenue data for scheduled 
freight and mail services, 1986, 

by ICAO region of airline registration 

International Freight revenue data represent International Mail revenue data represent 
scheduled scheduled 
freight mail 
torn& W e r  Torn& performed tonne-kilawtres M e r  Torn& performed 

performed of No. % of performed of No. X of 
Region (millions) air l ines (millions) to ta l  (millions) air l ines (millions) to ta l  

A l l  32 216 

Africa 973 

Asia/Pacif i c  9 774 

b ~ e  12 660 

Middle East 1 701, 

North America 5 502 

Central k r i c a /  
Caribbean 191 

South k i c a  1 412 

Source : ICAO, Form A-1 . 



APPENDIX 2. METHOD OF ANALYSIS AND MARGINS OF UNCERTAINTY 

Method of a n a l y s i s  -- 

1. General.  Data sources i n  gene ra l  a r e  d iscussed  i n  Appendix 1. A l l  
a i r l i n e  f i n a n c i a l  da t a  were i n i t i a l l y  ad jus ted  where necessary  t o  r ep re sen t  t h e  
calendar  year 1986, and converted where necessary from l o c a l  currency t o  United 
S t a t e s  d o l l a r s .  For currency conversions,  use was made of t h e  exchange r a t e s  
provided by S t a t e s  i n  t h e i r  r ep ly  t o  t h e  ques t ionna i r e s .  I n  those  cases  where 
an exchange r a t e  was not  suppl ied  t h e  average monthly exchange r a t e s  f o r  1986 
publ ished i n  t h e  United Nations Konthly B u l l e t i n  of S t a t i s t i c s  were used. 

2. P r i o r  t o  d e t a i l e d  a n a l y s i s  a l l  f i n a n c i a l  and o p e r a t i o n a l  d a t a  were 
v e r i f i e d  ( a )  a s  t o  mutual consis tency and a s  t o  cons is tency  wi th  d a t a  f o r  
previous y e a r s ,  ( b )  wi th  information provided on s t a t i s t i c a l  r e p o r t i n g  forms 
r e g u l a r l y  submit ted t o  I C A O ,  and ( c )  wi th  d a t a  obta ined  from a  computer analy- 
s i s  of publ ished t ime tab le  m a t e r i a l  ( s e e  Appendix 1 ) .  

3 .  Analysis  of m a i l a b l e  revenue da t a .  Scheduled and/or  non-scheduled 
passenger ,  f r e i g h t  and mai l  revenues f o r  each i n t e r n a t i o n a l  r o u t e  group,  
t oge the r  wi th  corresponding volumes of t r a f f i c  and capac i ty ,  a s  we l l  a s  i n c i -  
d e n t a l  revenues a t t r i b u t a b l e  d i r e c t l y  t o  i n t e r n a t i o n a l  scheduled s e r v i c e s  were 
obtained f o r  i nd iv idua l  c a r r i e r s  d i r e c t l y  from t h e  revenue ques t ionna i r e s  des- 
igned f o r  t h i s  purpose ( f a c s i m i l e s  of t h e  revenue and t h e  cos t  ques t ionna i r e s  
a r e  included i n  Appendix 3 ) .  This information f o r  i n d i v i d u a l  c a r r i e r s  was 
aggregated f o r  each r o u t e  group t o  o b t a i n  weighted average revenues per  pass- 
enger-kilometre and per  seat-ki lometre  ( f o r  passenger  t r a f f i c )  o r  per  
tonne-kilometre performed ( f o r  f r e i g h t  and mai l  t r a f f i c ) .  I n  t h e  case  of 
scheduled ope ra t ions  t h e  d a t a  f o r  i nd iv idua l  a i r l i n e s ,  and hence t h e  average 
u n i t  revenues,  inc lude  allowance f o r  d i scoun t s ,  p ro - r a t e s ,  e t c . ,  b u t  g e n e r a l l y  
exclude deduct ions f o r  commission payments. 

4. Analysis  of a v a i l a b l e  cos t  da t a .  Cost d a t a  a r e  obta ined  and analysed 
only f o r  i n t e r n a t i o n a l  scheduled passenger a i r l i n e s .  While nos t  scheduled (and 
non-scheduled) c a r r i e r s  main ta in  revenue and t r a f f i c  d a t a  on a  rou te  by r o u t e  
and/or r o u t e  group b a s i s ,  f a r  fewer main te in  cos t  d a t a  i n  a  correspondingly 
disaggregated form. Hence, i n  order  t o  p re sen t  d a t a  which a r e  g e n e r a l l y  rep- 
r e s e n t a t i v e  of scheduled passenger a i r l i n e  ope ra t ions  i n  each reg ion  of t h e  
world, and a t  t h e  same time m i ~ i m i z e  t h e  r epo r t ing  burden on S t a t e s  and t h e i r  
a i r l i n e s ,  a  ques t ionna i r e  was designed i n  which t h e  requirement f o r  d i s -  
aggregat ion of system-bride ope ra t ing  c o s t s  was both  spa r ing  and i n  l i n e  wi th  
p r a c t i c e s  followed by a  ma jo r i t y  of a i r l i n e s .  The cos t  d a t e  obta ined  f o r  i nd i -  
v idua l  a i r l i n e s  through t h i s  ques t ionna i r e  were subsequent ly a l l o c a t e d  by t h e  
S e c r e t a r i a t  among r o u t e  groups ( a s  necesszry ,  t h a t  i s  where an a i r l i n e  opera ted  
on more than  one rou te  group)  using t h e  a n a l y s i s  of publ ished t ime tab le  
m a t e r i a l .  



Table  A2-1. P r o c e d u r e s  used t o  a l l o c a t e  i n d i v i d u a l  
a i r l i n e  c o s t s  among r o u t e  g roups  

Category of costs Cost i ten  (see m t e  1) 

A. Cost related primarily 1.1 Flight operation expenses, 
to aircraft  type excluding fuel and o i l  costs 

1.2 Aircraft wintenmce and 
overhaul expenses 

I .3 Aircraft depreciation and 
amrtization ws t s  

1.4 Interest charges on aircraft 

B. Costs related signifi- 11.1 Aircraft fuel and o i l  costs 
cantly both to aircraft  
type and geographical 11.2 W i n g  a d  associated 
area of operation airport charges 

11.3 h m t e  facil i ty charges 

11.4 Other station expenses 

C. Costs related signifi- 111.1 Passenger service costs 
f ficantly to  volune of 
traffic or vulune of 111.2 Ccnmissiun payments 
capad t y 

111.3 Other ticket*, salea wd 
pxmJtion costs 

Airline data input 
to  the study 

S y s t d d e  costs and system- 
wide block luurs flown for 
each aircraft  type operated 

a) costs by geographical 
area of operat iw , or 

b) costs by mute group 
(m allocation to mute 
group necessary) , or 

C )  costs by aircraft  type 

Systewide costs 

Cost allocation cri teria 

1.1-1.4 M e r  of block b r a  flown by each aircraft 
type on each route gmup 

11.1 Fuel conmmption by each aircraft type in each 
area of operation 

11.2 Hwinun take-off weight times mmber of 
departures for each aircraft typ= in each 
area of operat ion 

11.3 M w h  t h f f  wight times m h e r  of block 
hnxrs f lom for each aircraft  type in each 
area of operation 

11.4 Hwimm payload times d e r  of departtrres for 
each aircraft  type in each arcs of operation 

111.1 Nuher of seat-harrs on each route group 

111.2 Total revenue earned f mn each mute group 

111.3 Total rweuue earned frun each route group 

111.4-IV.l Nuher of tnme-ki lmtres  
performed in each route gmrp 

111.5 Miscellaneous operating expenses 

IV.l Balance of miscellweous mn- 
operating itens (excluding 
payment8 f m  plblic funds wd 
balance of in- fmn 
affi l iated e e s )  

1. Cost itw references are t b s e  used in tk cost questiormaire (see AppeDdix 3). The i t em themelves are described in the Reporting (Xlidelines 
on the reverse of the cost questionnaire. 
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5. The cos t  d a t a  ob ta ined  f o r  an i nd iv idua l  a i r l i n e ,  and t h e  procedures  
used f o r  a l l o c a t i n g  t h e s e  c o s t s  among t h e  r o u t e  groups on which t h e  a i r l i n e  
opera ted ,  may be d iv ided  i n t o  t h r e e  broad c a t e g o r i e s ,  z s  shown i n  Table A2-1: 
f i r s t l y  ( A ) ,  ope ra t i ng  c o s t s  which f o r  a  given a i r l i n e  and a  g iven  a i r c r a f t  
type may, f o r  t h i s  purpose, be  considered a s  independent of where t h e  a i r c r a f t  
i s  f l y i n g ;  secondly (B), ope ra t i ng  c o s t s  which a r e  s i g n i f i c a n t l y  r e l a t e d  bo th  
t o  a i r c r a f t  t ype  and t o  geographica l  a r e a  of  o p e r a t i o n ;  and t h i r d l y  ( C ) ,  
ope rz t i ng  c o s t s  and p e r t i n e n t  non-operzting items which may be  r e l a t e d  on ly  i n  
p a r t  t o  a i r c r a f t  type  o r  t o  t h e  reg ion  i n  which they  a r e  i ncu r r ed ,  bu t  which 
a r e  r e l a t e d  s i g n i f i c a n t l y  t o  t h e  volume of t r a f f i c  o r  t h e  volume of capac i ty  i n  
each r o u t e  group. 

6 .  Costs  i n  t h e  f i r s t  category ( A )  were ob ta ined  from t h e  d a t a  f o r  each 
a i r l i n e  a s  an average system-wide cos t  per  a i r c r a f t  b lock  hour f o r  each 
a i r c r a f t  type  used i n  i n t e r n a t i o n a l  schedi led  s e r v i c e .  The c o s t s  f o r  each 
r o u t e  group were c a l c u l a t e d  according t o  t h e  number of  b lock  hours  flown by 
each a i r c r a f t  type  opera ted  by t h e  a i r l i n e  on t h a t  r o u t e  group.  

7 .  Costs  i n  t h e  second category (B) were recorded f o r  each a i r l i n e  by 
r o u t e  group o r  by geographica l  a r e a  ( o r  i n  a  few i n s t a n c e s  by a i r c r a f t  t y p e ) .  
Where recorded by a r e a  o r  by a i r c r a f t  t ype ,  d a t a  were adapted t o  o b t a i n  
corresponding d a t a  by r o u t e  group using app rop r i a t e  o p e r a t i o n a l  c r i t e r i a  (such 
a s  consumption i n  t h e  case  of " a i r c r a f t  f u e l  and o i l " ) .  The r e l a t i o n s h i p s  
between r o u t e  groups,  geographica l  a r e a s  and a i r c r a f t  types  i n  terms of 
ope ra t i ona l  d a t a  were a v a i l a b l e  from t h e  computer a n a l y s i s  of t ime tab l e  
ma te r i a l .  

8. Costs  i n  t h e  t h i r d  ca tegory  ( C )  were recorded a s  system-wide t o t a l s  
f o r  t h e  o p e r a t i o n s  of each a i r l i n e .  These c o s t s  were d i saggrega ted  i n t o  r o u t e  
group c o s t s  us ing  a  s u i t a b l e  a l l o c a t i o n  parameter f o r  each c o s t  i tem. The 
a l l o c a t i o n  parameter devised f o r  each i tem b e a r s  a  d i r e c t  o r  i n d i r e c t  r e l a t i o n -  
s h i p  with t h e  volume of t r a f f i c  o r  capac i ty  i n  each r o u t e  group. I n  t h e  case  
of "Commission payments" and "Other t i c k e t i n g ,  s a l e s  and promotion cos t s " ,  t h e  
a l l o c a t i o n  parameter used i s  t h e  t o t a l  revenue earned  fro^^ each r o u t e  group,  
thereby inc luding  e f f e c t s  bo th  from t r a f f i c  and from r e g i o n a l  d i f f e r e n c e s  i n  
revenue y i e l d s  (and hence r e g i o n a l  d i f f e r e n c e s  i n  t i c k e t i n g ,  s a l e s  and 
promotion c o s t s ) .  

9.  For some a i r l i n e s ,  cos t  d a t a  w i th in  t h e  t h r e e  c a t e g o r i e s  were 
repor ted  r e l a t i n g  t o  domestic ope ra t i ons  and/or  i n t e r n a t i o n a l  non-scheduled 
ope ra t i ons  a s  we l l  a s  t o  i n t e r n a t i o n a l  scheduled o p e r a t i o n s .  Such c o s t s  
a s soc i a t ed  w i th  domest ic  and non-scheduled ope ra t i ons  were s u b t r a c t e d  u s ing  t h e  
same a l l o c a t i o n  procedures  a s  were used t o  d i s t r i b u t e  c o s t s  among r o u t e  groups. 

10.  A s  f a r  a s  d a t a  f o r  i nd iv idua l  a i r l i n e s  were concerned,  t o t a l  c o s t s  
f o r  t h e  scheduled i n t e r n a t i o n a l  passenger f l i g h t s  i n  each r o u t e  group were 
es t imated  by summing t h e  i temized c o s t s  a l l o c a t e d  t o  t h e  r o u t e  group. F i n a l l y ,  
c o s t s  a l l o c a b l e  t o  t h e  c a r r i a g e  of f r e i g h t  and mail  on passenger  f l i g h t s  were 
deducted from t h e s e  t o t a l  c o s t s  t o  a r r i v e  a t  passenger c o s t s .  For  t h i s  purpose 
i t  was assumed t h a t  t h e  cos t  of c a r r i a g e  of f r e i g h t  and mai l  on passenger  and 
combination a i r c r a f t  on a  r o u t e  group was equal  t o  t h e  f r e i g h t  and ma i l  revenue 
from ope ra t i ons  of t he se  a i r c r a f t .  
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11. E s t i m a t e s  of r evenues  and c o s t s  f o r  a i r l i n e s  f o r  which f i n a n c i a l  d a t a  -- -- - -- - -- - 
were n o t  a v a i l a b l e .  The p rocedures  d e s c r i b e d  above l e a d  t o  t h e  p r o d u c t i o n  o f  - -- - - -- - - - - 
t o t a l  revenues  and ( f o r  i n t e r n a t i o n a l  schedu led  passenger  t r a f f i c )  t o t a l  c o s t s  
on each r o u t e  group by a i r l i n e  r e g i o n  of r e g i s t r a t i o n  f o r  a l l  t h o s e  c a r r i e r s  
f o r  which t h e  b a s i c  f i n a n c i a l  d a t a  were a v a i l a b l e .  IL most c a s e s ,  t h i s  
f i n a n c i a l  d a t a  b a s e  d i d  n o t  i n c l u d e  a l l  c a r r i e r s  o p e r a t i n g .  However, f o r  
scheduled passenger  t r a f f i c ,  e s t i m a t e d  revenues  and c o s t s  p r e s e n t e d  i n  t h i s  
s t u d y  a r e  fo rmula ted  t o  cover  a l l  a i r l i n e s  o p e r a t i n g  on each r o u t e  g roup .  

12.  I n  t h e  c a s e  of  r evenues  t h e  r e p o r t e d  average  revenue y i e l d  p e r  pass-  
enger -k i lomet re  f o r  a i r l i n e s  r e g i s t e r e d  i n  t h e  same r e g i o n  w i t h i n  each  r o u t e  
group has  been a p p l i e d  t o  t h e  t o t a l  revenue passenger -k i lomet res  f o r  a l l  a i r -  
l i n e s  r e g i s t e r e d  i n  t h a t  r e g i o n  o p e r a t i n g  on t h e  r o u t e  group.  

13 .  I n  t h e  c a s e  of c o s t s  t h e  e s t i m a t e s  f o r  non-repor ted  a i r l i n e s  have 
been based on c o s t  d a t e  f o r  r e p o r t e d  a i r l i n e s  from t h e  same r e g i o n  of  r e g i s -  
t r a t i o n  f o r  t h e  r o u t e  g roup ,  b u t  a l s o  t a k e  i n t o  account  d i f f e r e n c e s  i n  t h e  
o p e r a t i n g  c h a r a c t e r i s t i c s  of  t h e  two g roups  of  a i r l i n e s  concerned ( i n c l u d i n g  
d i f f e r e n c e s  i n  load  f a c t o r s ) .  With r e s p e c t  t o  t h e  c o s t s  i n  c a t e g o r y  A  ( s e e  
Tab le  A2-I) ,  t h e  average  c o s t s  p e r  b lock  hour  f o r  t h e  a i r c r a f t  of  a i r l i n e s  f o r  
which c o s t  d a t a  were a v a i l a b l e  were a p p l i e d  t o  t h e  hours  flown by t h e  same a i r -  
c r e f t  t y p e s  by non-repor ted  a i r l i n e s  from t h e  same r e g i o n  of  r e g i s t r a t i o n ,  t h u s  
t e k i n g  i n t o  account  d i f f e r e n c e s  i n  a i r c r a f t  f l e e t ,  i n  b l o c k  speed and i n  s e a t -  
ing  c o n f i g u r a t i o n .  Cos t s  i n  t h e  c a t e g o r i e s  B and C were s i m i l a r l y  e s t i m z t e d  on 
t h e  b a s i s  of c r i t e r i a  p a r a l l e l  t o  t h o s e  used i n  a l l o c a t i n g  c o s t s  of  i n d i v i d u a l  
a i r l i n e s  among r o u t e  g roups .  

14.  For  some r o u t e  groups  where a i r l i n e s  of  a  p a r t i c u l a r  r e g i o n  have a  
v e r y  low r e p r e s e n t a t i o n  ( s u c h  a s  Cen t re1  Aner ica  and t h e  Car ibbean ,  and 
A f r i c a ) ,  t h e  gross ing-up p r o c e s s  f o r  r evenues  and c o s t s  was a d j u s t e d  t o  t a k e  
i n t o  account  t h e  revenues  and c o s t s  of major  non-repor ted  a i r l i n e s  on t h e  b a s i s  
of d a t a  p rov ided  f o r  p r e v i o u s  s t u d i e s  a s  w e l l  a s  d a t a  r e g u l a r l y  c o l l e c t e d  f o r  
ICAO D i g e s t s  of  S t a t i s t i c s .  

Margins of uncerta- --- 

15.  General .  T t  i s  impor tan t  t o  r e c o g n i z e  t h a t  t h e  revenue and c o s t  d a t a  
p r e s e n t e d  i n  t h i s  C i r c u l a r  Ere  n o t  p e r f e c t l y  d e f i n e d  q u a n t i t i e s ,  b u t  i n v o l v e  
margins  of u n c e r t a i n t y .  Such nlergins of  u n c e r t a i n t y  z r e  i n h e r e n t  i n  any p res -  
e n t a t i o n  of  z i r l i n e  f i n a n c i a l  d a t a  which c o v e r s  a  m u l t i p l i c i t y  of  c u r r e n c i e s ,  
which i n v o l v e s  d i s a g g r e g a t i o n  of system-wide revenues  and c o s t s ,  o r  which h a s  
an  incomplete  d a t a  b a s e .  Hence an impor tan t  f e a t u r e  of t h e  method used i n  t h i s  
s e r i e s  of  s t u d i e s  has  been t o  i d e n t i f y  and e v a l u a t e  t h e  v a r i o u s  s o u r c e s  of  
u n c e r t a i n t y  f o r  t h e  purpose  o f  e s t a b l i s h i n g  t h e  degree  of  p r e c i s i o n  i n  t h e  
p u b l i s h e d  d a t a  and hence t h e  c o n s t r a i n t s  on drawing c o n c l u s i o n s  from t h e s e  
d a t a .  The e v a l u a t i o n s  concerned were c a r r i e d  o u t  by means of s t a t i s t i c a l  
a n a l y s i s  o f  d e t a i l e d  z i r l i n e  d z t z  a ~ d  by means of. t e s t s  a s  t o  t h e  s e n s i t i v i t y  
of t h e  p u b l i s h e d  d a t a  t o  t h e  p rocedures  used i r r  t h e  s tudy .  The r e s u l t i n g  
assessments  of margins of  u o c e r t z i n t y  i n  average  u n i t  r evenues ,  a v e r a g e  u n i t  
c o s t s  acd average  r e v e n u e / c o s t  r z t i o s  p u b l i s h e d  i n  t h i s  s t u d y  f o r  schedu led  
passenger  t r a f f i c  i n  1986 a r e  p r e s e n t e d  below. 
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1 6 .  Es t imates  of u n i t  revenues.  The margin of u n c e r t a i n t y  on t h e  
est imated u n i t  revenues f o r  a  r o u t e  group a r i s e s  from l i m i t a t i o n s  on t h e  
q u a l i t y  of r epo r t ed  d a t a ,  from exchange r a t e  f l u c t u a t i o n s  and, f o r  scheduled 
passenger t r a f f i c ,  from t h e  assumption t h a t  t h e  average y i e l d  f o r  non-reported 
a i r l i n e s  i s  t h e  sane a s  t h a t  f o r  repor ted  a i r l i n e s  on t h e  same r o u t e  group. An 
a n a l y s i s  was c a r r i e d  ou t  t o  e v a l u a t e  each of t h e s e  sou rces  of u n c e r t a i n t y  and 
t h e i r  cumulative e f f e c t ,  t hus  producing composite margins  of u n c e r t a i n t y  f o r  
the  va r ious  r o u t e  groups.  The conclusion was t h a t  t h e  es t imated  scheduled 
passenger revenue pe r  passenger-kilometre f o r  almost a l l  t h e  r o u t e  groups 
presented can be r e l i e d  upon t o  f6 per cen t .  However, some cau t ion  should be  
exerc i sed  when i n t e r p r e t i n g  t h e  revenue (and c o s t )  d a t a  f o r  l o c a l  A f r i c a  due t o  
t h e  r e l a t i v e l y  low r e p r e s e n t a t i o n  i n  t h a t  r o u t e  group. For  r o u t e s  between and 
wi th in  Cen t r a l  America and t h e  Caribbean, t h e  r e p r e s e n t a t i o n  was such a s  t o  
throw some doubt on t h e  v a l i d i t y  of t h e  r e s u l t s  f o r  t h a t  r o u t e  group,  and hence 
t h e  revenue !and c o s t )  f i g u r e s  f o r  t h a t  rou t e  group a r e  n o t  p resen ted  i n  t h i s  
Study al though t h e i r  e s t i m a t e s  a r e  included i n  t h e  worldwide t o t a l s .  A 
s i g n i f i c a n t l y  narrower margin of u n c e r t a i n t y  than  f6 pe r  cen t  a p p l i e s  f o r  those  
r o u t e  groups where t h e  r e p r e s e n t a t i o n  was r e l a t i v e l y  h igh .  On a g l o b a l  b a s i s ,  
t ak ing  i n t o  account a l l  r o u t e  groups a s  a  whole, t h e  margin of u n c e r t a i n t y  i s  
reduced by compensatory e f f e c t s  and by s c a l e ,  and i s  e s t ima ted  a t  f3 pe r  cen t .  

17. Es t imates  of u n i t  c o s t s .  The e s t ima te s  of u n i t  passenger  c o s t s  f o r  a  -- -- 
r o u t e  group con ta in  s i m i l a r  elements of u n c e r t a i n t y  a s  t hose  f o r  passenger  
revenues,  p l u s  f u r t h e r  e lements  which a r i s e  from t h e  need t o  a l l o c a t e  c o s t s  
among rou te  groups according t o  s tandard ized  procedures .  These a d d i t i o n a l  
sources  of u n c e r t a i n t y  a r i s e  because: 

a )  t h e  g e n e r i c  n a t u r e  of some cos t  i tems ( f o r  example g e n e r a l  
a d m i n i s t r a t i v e  c o s t s  1 makes t h e i r  a l l o c a t i o n  among r o u t e  groups 
a m a t t e r  of convent ion;  and 

b )  even f o r  t hose  cos t  i tems which a r e  r eg ion  o r  r o u t e - s p e c i f i c ,  
t h e  s t anda rd i zed  a l l o c a t i o n  procedures do n o t  t ake  i n t o  account 
t h e  d e t a i l e d  condi t ions  under which i n d i v i d u a l  a i r l i n e s  ope ra t e .  

18. As f o r  t h e  revenue d ~ t a ,  a composite margin of  u n c e r t a i n t y  was 
developed i n  r e s p e c t  of t h e  average u n i t  c o s t s  f o r  each r o u t e  group and f o r  a l l  
r o u t e  groups t oge the r .  The margin of u n c e r t a i n t y  on t h e  e s t ima ted  scheduled 
passenger c o s t s  per  passenger-ki lometre  f o r  each r o u t e  group presen ted  i s  
considered to be  wi th in  f 1 C  per  c e c t .  Route groups w i t h  h igh  r e p r e s e n t a t i o n  
show 2 sonewhat narrower margin of unce r t a in ty .  On a  g l c b a l  b a s i s ,  t ak ing  i n t o  
account a l l  r o u t e  groups a s  a  whole, t h e  margin of u n c e r t a i n t y  i n  t h e  average 
c o s t s  per passenger-ki lometre  i s  es t imated  a t  f 5  per  cen t .  

19. On r o u t e  groups where t h e  margin of u n c e r t a i n t y  approaches 110 per  
cent t h e  c o n t r i b u t i o n  of d i f f e r e n t  sources  of u n c e r t a i n t y  i s  approximately a s  
f  01 lows : 
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Source cf uncertainty 
Relative contribution to 
margic of uncertainty - 

Incomplete cost data base 3 

Generic nature of certain costs and 
use of standardized allocation procedures 

Fluctuations in currency exchange rates 2 

Other (primarily imperfect ions in 
reported data) 

20. Much of the uncertainty arising from the genetic nature of certain 
costs is inherent slnd cannot be inf luenced (see paragraph 17), and little can 
be done to reduce the uncertainty arising from fluctuations in currency ex- 
change rates. A rnajor factor in these studies is therefore getting as much 
coverage of financial data as possible, while at the sane time making efforts 
to improve the quality of reported data. 

21. All the above estimates of uncertainty apply only to over-all average 
cost data (as presented in Chapter 111, Table 111-1). Estimates of individual 
elements making up the over-all cost are in a number of cases subject to wider 
margins of uncertainty. 

22. Estimates of revenue/cost ratios. The estimated ratios of revenues 
to costs have margins of uncertainty which vary from route group to route group 
depending on the margins of uncertainty in the estimated revenue and cost 
data. It should be noted, however, that the uncertainties in the revenue and 
the cost figures for a route group are to some extent inter-dependent; in other 
words, if the revenue on a route group is over-estimated, the cost figure is 
also probably over-estimated. This circumstance reduces the margin of 
uncertainty in the revenue/cost ratios compared with those for either the 
revenue data alone or the cost data alone. The composite margin of uncertainty 
for the revenuelcost ratio for individual route groups in this study is 
estimated at 25 per cent, and for all the route groups together it is esti~ated 
at i2.5 per cent. 
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mi* q e a t i m u a i x e  ir t o  bc returned comptetsd by ICAO Contracting 
Stater for each of their mjor iatcrartioml r c h t d u l d  and 
am-scheduIed air carrimrr (including mp al l - t l tge  crrriarsl . a 

rdtd w i l l  not be d e  rnubllc 
. . 

b 4 w a ~  ae tq  . . =mar aduat-~  ~f iadivldual  owerators. Iafomatioe 
provrdcd rhould be the tor.1 -at for a 128ontb period am cIose 
as poslible t o  tbt calendar jcsr specified in  the covering S t a c t  
Letter, r i t h  &be period beiq  i d e p r i f i e d  in the space provided. I t  

+ i r  rrca$niae4 that, in a h  IDC rtplj t o  rtaeb ICAO by t h e  
date indicatd i n  the Stnte  trrter, final. audited tinaocial data 
u y  wt be a ~ a L I a b I t ~  b u t  preliminary data are lccepr8bIe. 

b) Data for dl-catga a i r c r a f t  operarims r b l d  b. included in tbc 
relevant #ectionr of the quescionuire.  Data f o r  acbduled  
r e m i c a #  r i t h  rucL aircraft r h w l d  be iocluded in It- 1.1 and 
1 . 2 ,  and sptc i f i td  under 2.3  if possible. 

e) Fimencial data -7 be provided t i t -  in t e r n  of n a t i o ~ l  currmcy 
or i n  t e m r  o f  U.S. dol lars .  Xu e i t h r  came the  weighted average 
rnnuml txchmge tare uaed or t o  be applied to convert uatioeal 
mrreneg into U.S. dollars sbouId ba rpccilied ia  the rpscc 
providud . 
A b r i e f  derc?iptioo of  each ~inaucirl data item i n  &ivan brlaw: f o r  
4 .e  detailed definiriwr see tbe Iastraetioar for completion of 
f a 0  Air 'frn~sport Repotting PON W-1, for rirlina Piaaacisl 
b t a .  For definition. of treffie aod clp.city data i t s m a  ICAO 
Air Trampstc  Reporting Form A-1 for aixline Traffic data. 

C )  Dt~ctiptioos of tbe routc group., whicb era bmsd 6n thola used by 
IbTA'r Cost C m i r t c e ,  arc *lno pivsn bafou, f o l X d  by guidelines 
an allocmtiog data rweert tb - .  

For Irma T . l  r )  t o  K.1 c )  and 1 .3  a )  report ttVQUuem relmted to 
.tbeduled f l i g h t @  before crpacity  squali&ioa pafrrnt l  arising ftoa 
pooled r tm ica r  rud f r m  the amle of v m  t 8pne i ty  to c t h t  carrier.. 

For It- 1.1 d )  p t h r  YFVeUyl im iutanded to w & barnis 
capacity mqualitarioa p r p n t s  arising from poolad asspice* r d  from the 
r a l e  o f  min capaci ty  to ether c*rricrr; artd ~ f ~ b e  (with related 
expenses reporctd u d e s  the rtlwant sxp.oar ~ t e m ,  indicate vhere 
diftercntl inc ideat r l  rev-nuer accruing from a i r  trmolpottxtim a a r v i c t c  
ruch a s  revtnuen fron p~rasnperl p n ~ i a g  than 25 per eaat of the 
nonu1 applicable fare; c ~ i s m i o n ~  received aa ealea of traorportatioa on 
other carrier*; "~-abou''  and crucsf h t i 0 8  f+rr, &&.&I revmans accruing 
from the provilion of  mmrvxcer otbtr tban lor air trauaportation, ruch 19 
for rurf8ce traolportatiw; food services; s e d c *  md Miateaancr rales; 
b a d l i f q  services far  third parries; and prapert7. 

Include rCVcDue derived from a11 .on-rcbedultd Zlighta performed for 
raplneratioe, iacluding empty f l i g h t *  ttlntcd thereto, uhea the 
respon8ibilitg for tbe perfamanee of trmrpottatiw ic that  of thc 
carrier rtportcd. 

Inciudcr raurer betwen on the oat  band Canrdr bod lo t  the  United 
S t a t a a  lim~ludiag Al*rrt.  a d  Hawaii)  rad on the ~ t b t c  hand Central 
W r i c a  *nd the Caribbean. Roures 8.t-es the  United Starea a d  
Puerto R i c ~ l V i r g i n  I s l a d e  err cmridtrcd domestic and are 
excluded. Central A ~ r i c a / C a r ~ b b e a n  i e  defiapd r s  t h e  geographical 
area covcred by route group 2 below but S-K Mexico. 

Includae router betvacn or ammg the 8ah-8, hl i re ,  B e r u d ~ ,  
Corta Rica, El Sairdot, G u a t s u l l ,  @oaduram, t b  imland. of the 
Caribbean St. (including herto  Pica and the Witgirt  X~Imdm), 
Usxico, Ilicaragua and Pan-. 

bczud.n rootea W+ h th brL tat- ~ h t .  the 
geagrrpbic.1 area* d o f i n 4  by mt. s w p  2 d f ~  ~ t *  SZoup 5 
[%a1 8autb A w ~ ~ c A * )  & 80 the 

Tariff othar bud the #+oar#pbxs*l rreas d d r d  
Canferme Z ("ltoc*l Sutoge" .od/or *local UiddI.  k t "  d l o r  
"tocrl Africa"). 

faclude. routem b e t m a  w tb8 abma states.  ?be United 13. goorb Atl.nric 
States included Alsrka m d  Bavaii but uclades  Pucrto Uico m d  
t b t  V i r g i n  fa11~dr. Incioder m t t r  between om tba w e  B d  Eio &a J a 0 . i ~  or .g 

o t b n  gateway omfh r h s r ~ f  i n  rwt* graup f ("lOca1 k t B  
Auricm") and w the other b n d  tbc  geqr8phical  ~ m r s  detinaQ by 
U T A  Tar i f f  Couftremcr 2 (-41 bropn" radlor %e81 Middle Eamtw 

Encfudrs r w t e r  bctmea tb. geographical areas d 6 f i n d  M the and/or "Lacal A€ r ka"l. 
one band by mute  group 1 mdlor W i c o  and ou the orb-r bnd b j  
route g y p  5 ('Total h t b  l*sritdq). 14. 

Iacludrs route. bmcwm or rbt Iallowiug Stat**: 
Argentimm, Boli+ia, 6rasL11, Chile, Colombia I i nc l t~dbg  $ 4 ~  Andrtr 
I# lmdal ,  Scudor, IaIklaad L m l d r  Ilralri~m), Fraach Guim4, 
hymn*,  Patagury, Pcru, S u r i n m ,  Prugtray a d  hrlmtueh. 

15 
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fmcludem routes between w -g Che Stare l  o f  g e n ~ r ~ p h i c s l  
Europe, hlgrtia, Azotce, Carurp Iclrad8, Grcealmd, Iceland, 
Mdeira. b l t 8 .  ~ r ~ c c o .  Tunisia and 'Csrkuj. 

tacltrdrr UTb t r i f f  C o n ~ ~ r w c ~  3 ,  that is i u c C r m t h ~ I  muter 
withim A l i a  t o  tba ermt of the Xslsmic l e p b l i c  o f  Iraa a d  of tbe 
Ural )(wmtaiue, I lurtral ia ,  Ilim & * i d .  Papa LlW the 
i r frad.  of tk Pacif ic  Ocean n c l u d i a g  Chm l h r m i h  Iwlmdr, 11iPmy 
d Pmlqr*.  

Cmehde# router bat- rb. geographical rrua d d -  Bf U T A  
ra t i f f  Confcrtac* 2 aa the m e  b u d  and r h r  d e f i d  by PIX* Tariff 
Caufarenca 3 ea t& other hmd. 

faeldurn tout*. o is  thc N C b  sad Centraf ? K ~ ~ S C  k.p. bwtwm 
Iaetudss r9r .u  betwm or wry tht IuIhWiap Ststes: w the w e  b a d  point* i n  the  h r i c r .  ( tha t  Ir I&- Taxiff  

Bahrain, Cyprus, h c t r t i c  t-, Qypt, Ira0 (Islamic UepubLic Cu8fcrtnes 1) and om the ether blod Asia and/or e l  imlrad. 
of), Iraq, Ilthel, fordmo, Kuwmit, b b & ~ ~ o ,  C b e ,  Qatar, Saudi adj*cemt thrtcto (thrt im U T A  Tariff  O m t a m  S s ~ f ~ p c  

Arabia, Sudan, Byrhn Arab Ecpublic. Unitad Arab Emirrcea  a d  krmtrdia, Ear Zealla, tapua Ila* Guinea mud t k h  of rha 
Yemea. S w t b  Pacif if). 

in clod*^ r m t c s  betwean or w n g  th. stat*. o f  Cwtinmtrl 
A f r i c a  and oftuhort S . L d m ,  b t  ercludiw Algeria, Aaores, 
Cmnary f a l d s ,  Egypt, Hadtit., KaLta. BO~OCCO. Sudan and 
Tunilia. 

Xncludcs r o u t t ~  r i a  thc South Pacific Ocman tbr ma* 
b a d  point. fn tbr Americsr Itbt i r  1ATA Tariff eooi*mu 1) ard 
oo tbc otbtr bmad Aurttralir, M e w  Z e a l a d ,  Pxpu. Um hi#* md the 
i r f r o d a  o f  the South Pacif  Lc. 

facludem rantdm bcrwcea the  two geo#rapbical *rear defined by 
rwt. grwp 6 t2oc.l  tumptw1 *ad rwrs Srmp 7 ("Local Middfs 
B*rt') reapmcCitaLy, 

rncIuder rout- betwcn on tbc one haad the geographical a t t a r  
defined by rake grwp 6 ("total ~urope") andlor rmtw group 7 
t"local Middlt tur") and on the  other hmd tbe geograpbicrl area 
def ined by route kroup 8 ("Loerl  Africn"). 

A l l  da ta  rcEctriw to  d m l t i c  3agm of int*rnatioml o p e c ~ t i 0 0 b  ~ h L d  be 
iocfudtd 4s i a t t t a a t i o ~ a l  i n  data foe the route g m p  tooel&. Any 
mamice with I ehg18 f l ight  Mlrbtr r k l d  be rlloe4Ctd LO tbe K W t m  &Mug 
which cOrmrr tfawe1 It- the point of  origin to t h t  po in t  of d e m t h r i o n .  
lor t x q l e .  8 f l b b t  zurich<an#a-&idjan-Dak~t #hDuld be taportad u a 
bropr/Hiddfm Glt-Africa f l i g h t  I i n  ~ u t *  group 101 mud #t split bstwrn 
lwemtlc, hrops-Afr ica rod lacs1 Africa.  Specify 111 rsparSiu 
diPFerenc8~. 

Lacludes routam between w the we hand Canads andlos tbr 
' J a i t t d  Stater (includiag A t a r k a  md A w a i i l  and oa the orbsr hand 
the georraphical urea# def ined by IATA Tariff Cefifertncc 2 , 
('%ma1 Eurapt* sndlar "Local Riddle East" mndlor " h c r l  

A f  tic*"). 

Alro rpacify any owvice. which fal l  in to  .ore th.n mt tout= grrmp, 
includfag cht ct i trr iw u 4 d  for allocating data -st zhr route groups 
cancrrn4, 
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a )  Tbir quc*tioanairc i r  t o  be r c t u m e d  ccrplmrcd b~ I C A O  Contrrct iml 
8 t r t r n  for u c h  of  t h e i r  a x r l i n e r  that provide iat .mattonaL 
s c h i a l e d  a i r  pamrenger r e r u i c t r .  IPJ . . = t e r l a I  nrovrded ~111 a c t  
be d c  m b l i c  1u such r I ~ T  r . a a t l o a  o< 

. . 
i m d i r r d u r l  omermru. I n f o r n a ~ i o u  provldrd should be t h e  r o t a 1  
r s o u ~ t  for 1 1 2 a s n r h  psgaod la c lora  a m  p e r r i b l a  to t h e  cr lend8s  
year rpecifiad i a  t h e  ccnrrring S ta ra  h t r m r ,  u ~ r b  rhc perrod b r t u  
i d e n t i f i e d  in t h e  spmce ptorided.  It  is r t c o g n i t t d  t h a t ,  i n  order 
f o r  your rep ly  t o  reach ICAO by the d a t a  indicated la  tba State 
Lctttr, f i n a l  a u d i t 4  lio.aci.1 d a t a  u y  not  be n r i l a b l . ,  h u t  
p r s l i m l m r y  dmta 1ra o~ttprsbit. Similarly,  i f  f u l l  i n f o r r u t i o n  i r  
w r  a ~ r r l a b l e  f o r  any Section of  t h e  q u a r t i o n n ~ i r a ,  p o r t i r l  and lor  
qgr-atcd d a t a  v m t d  bc apprec i r tcd .  

6 )  A l l  datm prwidmd rhauld p r r f a r a b l y  rcfct t to  
lflUdlrLed r - r v w .  Should c a r r i e x a  net b t  a b l e  to break ouc much 
mfolautiw s e p a r a t e l y .  tb. d o u r t i t  rndloc non-mch~dulrd d a t a  
rhould bc included; thc mppropribr* box(8.l 8t r h s  bcginaing of 
each Stctiw r h w l d  then be checked. Drt. referrtug t o  d w a t l c  
tmkr of i n t ~ t a a t ~ o o s l  m*nicer  w h l d  be included a8 
i s c a r n a t i m a l .  f n d i c a t r  any exccptioab. 

e) l i o ~ c i a l  da t4  m T  k p r w i d d  8 i t h e r  i n  terms of utiml t u r r e a c y  
o r  i n  term. v f  U.S. d o l l r r r .  I n  s i t b r  c a r e  t h  r s g b t e d  4v.rage 
rnnual  u t b * n p  rate u b d  o r  t o  b* applied t o  cornart n a t i o e r l  
currency into 0.5. d o l l 4 r s  r b w l d  be r p e c i f i e d  i n  the rprc. 
p rmidad .  

4 )  c r p w r e .  rm-c d q l r a t i ~  d a t a  t e l r t i o t  t o  f r e i g h t  mud 
-11, includi-  tbor. f o r  41 l - tmgo a i r c r a f t  bpararionn.  rlwuld k 
+erlubod uhtn  r e l a a n t  k tba  quertionnmir?. Expwra* i n c u r r e d  
t o r  rhe p w v i r i w  of m*xlicer t o  0tb.r a i r t i n e b  much 4. 

- iatcnmc..  bwll iug rud tr tmrimg rhmrld b t  m. 
C) A brief d e w c r i p t i ~ .  of Omeb d a t a  iten is ~ f v e n  b.1~1. M4r8 

d e t a i l e d  d a f i n i t r w r  of f i m m c i a l  d a t a  i t n r  brr & i v m  in th. 
Xnrrructioar tor ccuple t ioa  of I W  Air T r r o r p o r t  h p o r t r n g  
f o r a  BP-1, for a i r l ine  FioYLi.1 Data. 

1.1 P l i g h t  o p e r m t h  e x p n r e m ,  .rrludien and o i l  c o r m .  T b i r  it- 
coPpriner f l y h t  crew w l r r i c a  a M  axpanrcr.  f l i g h t  s q u i p n n r  
i n r u r m c t .  r c o t a l  of EligW a q u i v n c  Iuc lud iwg aaf p a ~ m t r  mdb 
u u a t r  a i r c r a f t  c q i t s l  o r  L b a c n  lmarm ~ r r * n g w r r l .  f l i g b t  crew 
t r u a i n g .  red o t h e r  fib# rrpaa.c* rrcludfas t h o r e  c o u e r ~ d  bj 
f t m r  1.1, 1.3. I.* .8d II.1. 

1.2 kiatmnamce and -*haul rrp+.mcr. here  a l l  eqcmm*8 
incurred f o r  the rbpa i r ,  m ~ r W 1  d ~ i o t * n m c s  of f l i g b t  
e q u i p r w t ,  including plt..ata t o  outbzds c o n t r u t o r r  4 4  

m n u f a c t u r r r s .  qwmeb h c u r r t d  f o r  t h e  p r o v i r i w  of 
r i a t c a a a c e  amd w t r h a u l  ruvic.r tn o c k r  a i r l i w w .  

1,3 D.prccxstto. d amortizario* comtr. ~ n c o r p o r . t ~  a l l  mucb comt* 
r e l a t i n g  to f l i g h t  mqui-t. including d*prtcirtiom chargmr For 
l i rc r . f r  rcqurrad through c.tit.1 or finance l e a r e  srraagn..tr. 
h p r c c i a t x o a  of ~ m n d  p r o p r e y  a d  e g r i p w n t  r b a t l d  be includd i f  
poeaible under the appropr ia re  heading8 o r  i n  fttm 111.5. 

1.4 I n t e r e s t  c h w m r .  fncludd her. grona i n t e r e s t  sb8rgcs w lou t*  f o r  
t h e  p u r c l r m  of f 1 b h t  c q u i p ~ t ,  iacludim& the i n t e r e r t  t l m a t  o f  
e r r c r a f t  l iuracimg l* l rc r .  Imttrmrt  charger on o c b r  Iemm o r  
w e r d r a f t ~  should b t  r t p a r c d  ner u w h t  I t w  III.5. 

1 - 5  Revmaurn block h w r a .  m i d *  d a t a  by a i r c r a f t  tfpl wherever 
pormible,  * v r .  xbcre d i s a i a f 4 t . d  comt da ta  f o r  t b i r  Sec t ioa  a r*  
not availrb1+. 

c*o%r*~hlca l  Arcma arm dcrcribai hlor. Drra for t h i s  Ssccioa ur 
4 1 t @ t n * t ~ v t 1 1  be repor t td  by Mut. ~ m p  i n  accordance u i t b  the 
d c m c r l ~ t ~ o n r  appearing im ~h ~ ~ m a w i a s e d  qu*.tmm.ire om rwemuam t i n  

plcaac s p e c i f y  eseh roucc g r o u p ) .  

Is Airccaf t fue l  o i l .  loe lude  thrmqh-put chnrqcr , .on-refundable 
duti-n rad c a r t s .  

'I . '  I . *ndrnq amd rsooclated . I+rt  c h r p t s .  Includ* a l l  ch.rgca and 
r''** r*lated t o  rLr r r s f l i c  o p t r a t l o n s  * h w h  art levled aqa los t  t h e  
* u ' l n u -  l o r  scrvlcea p r o v d b d  a t  the s l r p o t t  lot tandinq charner, 
Ib"wrnq#+r and :orgo f ee# ,  g e U c l t y ,  p a r k ~ n g  and hnqrr charqes. 

f1.3 k t .  t u i l i t ~  -. fw*lll .I1 Z... Ir*f.l .pL.rr rY 
*irlim for tb. pmui*ia o t  rn fuiIICi- rl mcvbw. 
Ybnre 4 r i s e l c  ehotlc ir E m  both a i m  d m e *  
fmci l i t i rm.  tba -r rbo*Id be r a p m t d  rtm 11.2. 

11.4 S t a t i e n  m=ptam.rr. a l l  ~ r n  tar*.d ( p u y 8 r  
andlor cargo) t o r  trmfflc b.saliw d . i r c t a t t  bdh d 
marvic iw.  includiw p m l a a t o  t o  m t r i d r :  M t r r t t o r m .  
axpmnwer incurred f o r  anIeb r t a f f  4 t  ~ t r p o r t r  (ro b. ieeludcd 
ueder  Itm 1II.I) #d for tb. U l i q  Ipd Ie~Ltiw af traff ic  
r d  a i r c r a f t  o f  o t h e r  airlines. 

111.1 P u s e q ~ r  r.mit*r. a11  .rpm*en iucurred fgr thc 
pmvirmn of pamaeuger mewroes I imcluding par, mllmrmser and 
eapeare r  of c l b i s  & C t d f n t *  and o t h e r  pmammm#lr samicm 
parrormel):  p m i u u  f o r  p r w r c a p r  l i a b l l i t ~  4 a c c i d m t  
i n r u r a n t e  pa id  b? t h e  a i r l t e ;  mmmmb of bndliop pmrrengerr 
incurred hcau*r of mucellad *n& 1eLryad Iliahtgt., 
expea.cn incurred for t h e  prmiaiom of  pamaewer remica. t o  
o t h e r  rat  l i n e r .  

III.3 Otbar titttting, a ~ l e r  Lnd p r e m t i o a .  Inc lude  a11 rzpamaro 
r e l a r d  t o  Cbmle t h r a e  funcr iona ,  i n t l m d i q  I t a f f ,  r c c m r t i w ,  
~ a n a r r a t h m .  rad a d v e r t i r ~ / p u b l i c i t ~ .  

111.4 k r . 1  end d m i n i r t r m t i r m .  Imcluda 411 rrpema.a fucortd i a  
p.r lomfq  t k  a r n r r s i  d d m i u i r t r s t i v m  f m a c t h n  of thr 
a i r l i - .  h r b r d  tobtw d i t u t l r  n l r r e d  to rprcific func t ion#  
b h l d  ptcfarablp ba bllocbced claeuhats u d a r  Cbo appropriat .  
bed ia$. 

111.5 ni*csllmmcour opwrmt iq  sp.eo.b. l a c i d e  411 m r a t f w  upauscr 
ubicb could no t  b~ .mrifaad .lrs*h.rm h - t i m a  I to LXJ. 
I n c l u d t  here ne t  i n t e r a n t  e h m q a r  m lOonl md o*mrdrrfcm not 
r e l a t e d  t o  the purcbrme o f  f l i f h t  e q u r r r m t  (me* 1t.r 1.4). 

pmfitr a d  l o a w r  fm m t i r a m t  of proporcr d mquipunt, 
tareigs e=chmmge tranmactroam, #d odircdl.a+orr# m-opa*rtlu i tor .  

p u ~ l r m t n  f r a  pnb1ie f d r  red bml*rcc of incum f r m  a t f i l i * t d  
c ~ . o l m r ,  

Brblur, Lliw,  Ilarmd4, Corta tic.. C1 8.lvmdor, C u a t a p l r ,  
Bodurr* ,  tbs i r l 4 n d 8  of t h e  Crribbemm 8sa ( i o c l u d i q  h e r t o  Rise rmd 
the V i q i n  In ldoda) .  Mexico, Hicrragur a d  Pr-. 

6 . q r a p h i t a I  tutopm d A l ~ t r i a ,  A-rar, k ~ r ~  t r l a ~ d n ,  
Grsamlmnd, Ice land ,  h d e i r a .  bltm. IOorocco, Tunin i r  and Turkal. 

h h r a i n ,  Cfprun, D*rocratic I-, Int. I r a n  I Ib lamic  &public 
o f ) .  I r a q .  I n r r c l .  Jotdre. Xuvr i t .  k h m o m .  Oun. 9.t.r. S w d i  Arabia.  
Sudrm, S p r i a s  h r r b  ~ e p u b l i c .  Iln1c.d Arab Rnirlrsm and Tewm. 

The cwtiumt of  Afr ica  and offmbnrr inland., bu t  cxcludimg 
Alger la ,  h r o r e r  . C a n r r ~  I8Is.dm. Egypr . ?bdrira, Malrr ,  Morocco. 9ud.n 
and Tuniiim. 

tATA T a r ~ f f  CoeEereuee 3 I i n c l u d r r  Asia t o  the emst of t b e  
11lam1c Republtc of Irma and of t h e  Vrrl Mountains. b u m t r a l i s ,  Itu 
Zealand, Papur I e r  C u ~ ~ e a  mod the  tmlandr of the P s c l t l c  Octru sxc lud ina  
<he Havaiian t s i a e d a ,  HIJvay and P e l u y r a ~ .  



ICAO Circular 210-AT183 43 

11. Respondents to questionnaires 

Contracting States that provided replies to the air carrier revenue and cost 
questionnaires issued under cover of State Letter EC 2/20.3.2-87/48 dated 
14 April 1987: 

Argentina, Australia, Austria, Bangladesh, Barbados, Belgium, 
Bolivia, Brazil, Brunei Darussalam, Burma, Canada, Chile, ~olombia, 
Costa Rica, Cyprus, Czechoslovakia, ~enmarkl , Dominican ~epublic, 
Ecuador, Ethiopia, Finland, France, Federal Republic of Germany, 
Greece, Gulf States, Honduras, Hungary, Iceland, India, ~slamic 
Republic of Iran, Ireland, Italy, Japan, Jordan, Kenya, Kuwait, 
Madagascar, Malawi, Malaysia, Malta, Mexico, Nepal, Kingdom of the 
Netherlands, New Zealand, Pakistan, panama1, Peru, Philippines, 
Portugal, Republic of Korea, Saudi Arabia, Singapore, Somalia, Spain, 
Sri Lanka, Sweden, Switzerland, Syrian Arab ~e~ublicl, Thailand, 
~unisial , Enited Kingdom, United States, Uruguay, Venezuela, Yaound6 
Treaty States, Yemen, ~u~oslavial, Zambia, Zimbabwe. 

1. Revenue data only; no cost data were provided for the airline(s1 
concerned. 

- END - 



ICAO PUBLICATIONS 
IN THE AIR TRANSPORT FIELD 

The following summary gives the status and also describes in general terms the contents o f  
the various series of publications in the air transport field issued by the International Civil 
Aviation Organization: 

international Standards and Recommended Practices on Facilitation (designated as 
Ari~le.\- 9 10 (he Convention) which are adopted by the Council in accordance with 
Articles 37, 54 and 90 of the Convention on lnternational Civil Aviation. The uniform 
observance of the specifications contained in the International Standards on Facilitation is 
recognized as practicable and as necessary to facilitate and improve some aspect of 
international air navigation, while the observance of any specification contained in the 
Recommended Practices is recognized as generally practicable and as highly desirable to  
facilitate and improve some aspect of international air navigation. Any differences between 
the national regulations and practices of a State and those established by an International 
Standard must be notified to the Council in accordance with Article 38 of the Convention. 
The Council has also invited Contracting States to notify differences from the provisions of 
the Reconimended Practices; 

Council Statements on policy relating to air transport questions, such as the economics 
of airports and en-route air navigation facilities, taxation and aims in the field of facilitation; 

Digests of Statistics which are issued on a regular basis, presenting the statistical 
informa!ion received from Contracting States on their civil aviation activities; 

Circulars providing specialized information of interest to Contracting States. They include 
regional studies on the development of international air passenger, freight and mail traffic 
and specialized studies of a world-wide nature; 

Manuals providing information or guidance to Contracting States on such questions as 
airport and air navigation facility tariffs, air traffic forecasting techniques and air transport 
statistics. 

Also of interest to Contracting States are reports of meetings in the air transport field, 
such as sessions of the Facilitation Division and the Statistics Division and conferences on 
the economics of airports and air navigation facilities. Supplements to these reports are 
issued, indicating the action taken by the Council on the meeting recommendations, many 
of which are addressed to Contracting States. 






