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I. INTRODUCTION

1. This study has been prepared pursuant to ICAO Assembly Resolution
A21-26 [Clauses 1b) and d)], which directs the Council to undertake analyses of
regional differences in the level of international passenger fares and corre-
sponding differences in the level of airline costs. Covering the year 1985,
this study is the eleventh in an annual series, the one for the year 1984
having been published as Circular 199,

2. For 17 international route groups, comprising all international
routes, passenger, freight and mail revenue yield data are presented in
Chapter II for scheduled services along with passenger and freight revenue
yield data for non-scheduled operations. For the same route groups regional
differences in the costs related to the scheduled service passenger yields are
presented in Chapter III. Finally, in Chapters IV and V, certain of the causes
of regional differences in costs are identified and indications given of the
kind of measures that might be taken to reduce costs and fares in those regions
where they are high.

3. The sources of data used in the study are given in Appendix 1
together with information on the sample sizes on which revenue and cost data
are based. The method of analysis used in the study is presented in Appendix 2
together with information on the margins of uncertainty which should be borne
in mind when considering the results of studies of this 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 198 covers September 1985
and Circular 204 covers September 1986.




II. LEVELS OF FARES AND RATES

Passenger Traffic

1. Estimates of average unit passenger revenues in 1985 by route group
are presented in Table II.l.

2. The first column of data in Table II.l shows the average revenue per
passenger-kilometre for scheduled passenger traffic on each route group. The
data are presented without distinction among class of travel or among fare
type. Thus they represent the over-all weighted average for all individual
routes on all route groups and for all the fares that apply. The over-all
average revenue per passenger-kilometre was estimated at 6.74 cents for 1985,
but the route group averages vary from a high of 14.0 cents in local Middle
East to a low of 5.0 cents on routes across the Mid Atlantic and the South
Pacific,

3. The second column of data shows the average revenue per passenger-
kilometre for non-scheduled passenger traffic recorded for each route group.
The figures here range from a high of 14.9 cents in local Middle East to a low
of 2.6 cents on routes across the Mid Atlantic. On some route groups, notably
those where the revenue yield is comparable to or above that from scheduled
services, the non-scheduled traffic concerned is of a very limited volume and
highly specific nature, carried on an ad hoc basis at a relatively high cost
(e.g. on routes between North America and Central America/Caribbean), while on
other route groups the traffic is of greater volume and carried on a more
regular basis at a lower cost (e.g. in local Europe). The third and fourth
data columns of Table II.l show the reported non-scheduled revenue per pass-
enger-kilometre for traffic carried by scheduled airlines and for traffic
carried by non-scheduled operators; there are in some cases significant differ-
ences between the two figures in the same route group.

4, The final four columns of Table II.l show unit revenues for scheduled
services and non-scheduled flights in terms of the average revenue per
seat-kilometre. The effect of the higher load factors generally achieved by
non-scheduled flights compared with scheduled services is brought out by this
presentation. The per seat-kilometre revenues for non-scheduled operations are
in most cases much closer to the revenues for scheduled services than the
comparable per passenger-kilometre revenues.

5. On a world-wide basis the estimated average revenue per
passenger-kilometre for scheduled services (excluding incidental revenues) at
6.74 cents in 1985 showed a decrease of about 3 per cent over the 6.96 cents
recorded for 1984. Among the individual route groups, several of the sixteen
route groups for which comparable data are available showed little change from
1984, most others recording decreases in revenue yield to a greater or lesser
degree. Route groups showing significant decreases were local Europe (from
13.1 to 12.5 cents), local Africa (from 10.1 to 9.6 cents), between Europe and
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TABLE IT.1

ESTIMATED AVERAGE UNIT PASSENGER REVENUES BY
INTERNATIONAL ROUTE GROUPL, 1985
(U.S. cents)

Revenue per Passenger-Kilometre Revenue per Seat-Kilometre
Non-scheduled flights Non-scheduled flights
Route GroupsZ
Scheduled Scheduled
services By inter- services By inter-
3/ national By 3/ national By
All scheduled other All scheduled other
categories airlines carriers categories airlines carriers

1. Between North America and
Central America/Caribbean 7.1 12.0 12.0 - 4.5 9.4 9.4 -

2, Between and within Central 10.7 - - - 6.9 - - -
America and the Caribbean

3. Between Canada, Mexico and
the United States 6.4 2.8 2.8 - 3.6 2.3 2.3 -

4, Between North America/Central
America/Caribbean and
South America 8.1 3.5 3.5 - 4.8 2.3 2,3 -

5. Local South America 9.5 7.7 7.7 - 5.0 6.6 6.6 -

6. Local Europe 12.5 3.5 3.7 3.4 7.9 3.0 3.2 2.9

7. Local Middle East 14,0 14.9 14.9 - 8.2 8.8 8.8 -

8. Local Africa 9.6 5.3 5.3 - 5.5 3.9 3.9 -

9. Between Europe and Middle East 8.8 3.5 3.5 3.4 4.9 3.0 3.1 3.0

10. Between Europe/Middle East and
Africa 7.0 4.1 5.7 3.4 4.3 2.9 3.1 2.7

11, North Atlantic 5.5 3.2 3.5 2.7 3.6 2.8 3.1 2.4

12. Mid Atlantic 5.0 2.6 2.6 - 3.3 2.1 2.) -

13. South Atlantic 7.1 6.3 7.6 3.0 4.4 4.5 5.7 2.5

14. Local Asia/Pacific 6.6 8.1 8.1 - 4.6 5.5 5.5 -

15, Between Europe/Middle East/

Africa and Asia/Pacific 5.9 5.8 7.5 3.0 4.1 3.7 4.3 2.3

16. North and Mid Pacific 5.1 4.4 4.4 - 3.5 3.5 3.5 -

17. South Pacific 5.0 - - - 3.2 - - -

Notes:

1. Data for scheduled services, where presented, are considered representative for all airlines operating in the route group
concerned. Data for non-scheduled flights represent only carriers for which substantive information was available, and are omnly
presented where they include two or more carriers. The representative nature of the data for both scheduled services and
non-scheduled flights is described in Appendix 1 and the margins of uncertainty to be taken into account regarding the scheduled
service data are discussed in Appendix 2.

2. More detailed definition of the route groups may be found in Appendix 3 on the verso of the revenue questionnaire.

3. These figures do not generally include such incidental operating revenues as may be attributed to international passenger traffic.

On individual route groups incidental operating revenues not included may represent up to an additional 3 per cent over the average

revenue quoted,
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the Middle East (from 9.2 to 8.8 cents), hetween Europe/Middle East and Africa
(from 7.4 to 7.0 cents), local Asia/Pacific (from 7.0 to 6.6 cents), and across
the South Pacific (from 5.5 to 5.0 cents). The relatively large increase shown
for the routes between and within Central America and the Caribbean (from 9.5
to 10.7 cents) should be comnsidered in the context of relatively low represent-
ation of the airlines operating on these routes in 1984 (4 carriers, against 6
for 1985) as well as the significant decrease in revenue yield recorded between
1983 and 1984 (from 10.3 to 9.5 cents).

For route groups not involving North America the decrease in average revenue
per passenger—kilometre in part reflects the continued strengthening of the
United States dollar and dollar-linked currencies against many other world
currencies in 1985. The relative change between 1984 and 1985 would in many
cases be significantly different if expressed in the national currencies of the
airlines concerned. A brief evaluation of this effect is given in Chapter III,
paragraph 14,

6. The analyses above relate only to the average unit revenues for all
airlines combined on each route group. There can be wide varidtions around
these averages shown amongst individual airlines. 1In the case of scheduled
services the variation amongst airlines of the revenue pew passenger~kilometre
for each route group is shown in Table II.2, For a few route groups the unit
revenues for individual airlines do not vary very much from the route group
average (for example for the North Atlantic and South Pacific route groups).
However, on most route groups the unit revenues differ significantly amongst
airlines, reflecting differing route structures and traffic mix amongst other
factors,

Freight and Mail Traffic

7. Average reported unit freight and mail revenues in 1985 by inter-
national route group are presented in Table II.3.

8. The first column of data in Table I1.3 shows the average revenue per
tonne-kilometre performed for all scheduled freight traffic on each route group
whether carried on passenger, combination or all-freight aircraft, The vari-
ation among route group averages is even more marked than in the case of
scheduled passenger traffic, ranging from a high of 64.1 cents in local Europe
to a low of 21.4 cents on the South Atlantic routes. Comparing with data for
the previous year, six route groups showed an increase. The largest increases
were on routes between and within Central America and the Caribbean (from 49.5
to 58.7 cents), and within South America (from 30.0 to 40.4 cents). Most other
route groups showed a decrease; the largest decreases were recorded for routes
in local Middle East (from 58.0 to 40.0 cents) and in local Africa (from 52.1
to 45.6 cents). The relatively large changes in revenue yield on routes
between and within Central America and the Caribbean and in local Middle East
should be considered in the context of the low representation of the airlines
operating on these routes in 1984 as well as the significant changes in freight
revenue yield recorded between 1983 and 1984 (from 55.1 to 49.5 cents and from
43.5 to 58.0 cents respectively).



TABLE II.2

VARIATION IN SCHEDULED PASSENGER REVENUE YIELD AMONGST AIRLINES, 1985

Average Revenue per Passenger-Kilometre for Individual Airlines (US cents)
Revenue per Number
Passenger-~ of
Route Groups KXilometre Airlines
{short title) (A1l airlines, in this . 20 &
from Analysis 1-2 2-) 3-4 45 5-6 -7 7-8 8-% 9-10 | 10-11) 11-22] 12-13 { 13~14 | 14-15 | 15-16 16-17 17-18 | 18~19 } 19-20 over
Table IT.1} L
(US cents) Number of airlipes .
1. North-Central America 7.1 10 2 0 3 k) 1 1
2. Central America 10.7 6 Al 1 1 0 1 0 0 0 1 1
3. North America 6.4 12 4 4 3 0 1
4. North-South America 8.1 17 1 0 4 6 1 1 ] 1 1 1 1
5. South America 9.5 8 ) 2 2 1
6. Europe 12.5 19 4 1 3 0 0 ] 0 3 4 2 1 1
7. Middle East 14.0 6 2 [ 2 1 0 0 1
8. Africa 9.6 12 2 0 2 4 2 0 0 1 0 1
9. Europe-Middle East 8.8 22 1 1 0 6 4 2 3 2 1 1 0 0 1
10. Europe-Africs 7.0 31 1 1 4 6 2 6 1 3 o 0 2 0 1 2 0 0 0 21
11. North Atlantic 5.5 36 7 12 12 5
12, Mid Atlantic 5.0 12 2 3 6 1
13. South Atlantic 74 13 1 1 3 6 2
14. Asia/Pacific 6.6 18 2 & 6 3 3
15. Rurope-Asia/Pacific 5.9 32 3 7 5 9 2 2 2 1 1
16. North/Mid Pacific 5.1 11 2 2 6 1
17. South Pacific 5.0 8 3 3 2
Rotae:
1. In the ranges 20-21 and 30-31,

So3ey puB S3IBJ JO S[IAdT]
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TABLE II.3

ESTIMATED AVERAGE UNIT FREIGHT AND MAIL REVENUES
BY INTERNATIONAL ROUTE GROUPl, 1985
(U.S8. cents)

Mail Revenue

Freight Revenue per Tonne-

per Kilometre

Tonne-Kilometre Performed Performed

Route Groups Scheduled Non-scheduled Scheduled

(short title) services flights services
Passenger and
combination All-freight
Over-all aircraft aircraft

1. FNorth—Central America 40;3 43.1 34.4 - 52.7
2, Central America 58.7 : 58,7 - - 58.0
3. North America 33.2 33.2 35.6 - 42,1
4, North-South America 26.9 29.3 23,6 20.6 ‘ 42.1
5. South America 40.4 43.4 20.3 35.8 47.6
6. Europe 64.1 63.6 65.8 32.1 57.1
7. Middle East 40.0 36.1 90.9 - 69.6
8. Africa 45.6 44,9 49.0 27,2 48,5
9. Europe-Middle East 37.7 41.8 35.1 22.5 62.6
10. Europe-Africa 26.0 26,2 25,7 35.5 45,3
11, North Atlantic - 217 22.1 20.6 24,0 32.0
12, Mid Atlantic 22.7 22.8 18.8 - 48,2
13, South Atlantic 21.4 21.5 20.4 31.5 50.0
14, Asia/Pacific 32.9 34.1 26.2 45,9 43,7
15. Europe-Asia/Pacific 27.1 27.3 26.7 27.6 40.3
16, North/Mid Pacific 26.1 27.9 25.6 18.8 28.8
17. South Pacific 23.9 24,3 21,2 - 32.4

Note:

1. Data represent only carriers for which substantive information was available and are only presented
where they include two or more carriers. The representative nature of the data is described in
Appendix 1.
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9. The second and third columns of data in Table II.3 show the average
revenue per tonne-kilometre performed for scheduled freight traffic carried on
passenger or combination aircraft and that obtained for traffic carried on
all-freight aircraft. In comparing the two sets of figures it may be seen that
the revenue yield from all-freight aircraft is generally 1lower than that
achieved from passenger or combination aircraft, as the former are more likely
to carry large shipments which are subject to quantity discount rates or low
specific commodity rates. However, for some route groups where there is large
cargo capacity offered at competitive rates on wide-body passenger and com-
bination aircraft (for example on Europe-Africa and on routes across the North
and South Atlantic) the difference in revenue yield is relatively small. The
high freight revenue yield shown for all-freight aircraft in local Middle East
is due to the specialized operations of one carrier in that region.

10. The fourth column of data in Table II.3 shows the average revenue per
tonne~kilometre performed for all non-scheduled freight traffic on each inter-
national route group. The range of average unit revenues among route groups is
not as great as for scheduled services, with a high of 45.9 cents for local
Asia/Pacific routes and a low of 18.8 cents across the North and Mid Pacific.
The figure for non-scheduled operations is actually higher than that for
all-freight scheduled operations for five of the eleven comparable route
groups. In some cases this reflects the specialized non-scheduled operations
of one or two carriers. For most route groups there was a significant decrease
in average unit revenue between 1984 and 1985. These decreases, in general,
were accompanied by significant increases in reported non-scheduled freight
traffic over the same period.

11. The final column of data in Table II.3 shows the average revenue per
tonne-kilometre performed for all mail traffic on each route group (virtually
all international mail is carried on scheduled services). The route group
averages range from a high of 69.6 cents in local Middle East to a low of 28.8
cents on the North and Mid Pacific routes. Between 1984 and 1985, seven route
groups show increases in unit mail revenues. The most significant increases
were those for routes between Canada, Mexico and the United States (from 34.5
to 42.1 cents), in local Middle East (from 55.9 to 69.6 cents) and for routes
between Europe and Middle East (from 55.6 to 62.6 cents). Decreases were
recorded for most other route groups, the largest being for routes in local
South America (from 63.1 to 47.6 cents), and in local Asia/Pacific (from 51.6
to 43.7 cents). Unit mail revenues in general remain significantly higher than
unit freight revenues on scheduled services except for routes in local Europe
where they were somewhat lower in 1985 and for routes between and within
Central America and the Caribbean where they were about the same.

12, A notable feature of the mail unit revenue data is that for most of
the route groups involving two or more regions there are substantial differ-
ences in the yield recorded by the carriers according to the region in which
they are based. This distinction is particularly marked for the following
route groups and regions: between Canada/Mexico and the United States, all
airlines 42.1 cents, North American airlines 42.9 cents, Central American
airlines 31.2 cents; North Atlantic, all airlines 32.0 cents, North American
airlines 27.4 cents, European airlines 39.1 cents; North and Mid Pacific, all
airlines 28.8 cents, North American airlines 22.8 cents, Asia/Pacific airlines



TABLE II.4

VARIATION IN SCHEDULED FREIGHT REVENUE YIELD AMONGST AIRLINES, 1985

Revenue per Tonne-Kilowetre Perforwed for Individual Airlines (US cents)

Average T
Revenue per Number
Tonne- of L_‘
floute Groups Kilometre Airlines .
(short title) Performed in this 0-~10 10-20 20-30 30-40 40-50 50-60 60-70 70-80 80-90 | 90-106 [ 100-110 | 110-120 | 120-130 | 130-140 | 140-150 | 150-160 | 160-170
(from Analysis
Table II.3)
(US cents) fumber of airlines
_ﬂ
1, North-Centrsl America 40.3 9 5 2 0 0 0 3 [] 1
2. Central America 58.7 5 1 1 ] 0 0 ] 0 1 1 1
3. North Americs 33.2 12 1 2 6 1 2
4. North-South America 26.9 19 1 9 3 0 1 0 2 0 0 1 0 0 [} 0 2
5. South America 40.4 8 4 2 1 0 0 0 0 o 1
6. Europe 64.1 19 2 3 3 2 5 2 [} 0 0 2
7. Middle East 40.0 6 1 2 [} 1 [ 1 0 [} 1
8. Africa 43.6 12 3 4 4 1
9. Europe~Middle Eadlst . 37.7 20 4 9 3 2 1] 2
10, Europe~Africa 26 27 6 13 3 3 1 0 0 1
11. North Atlantic 21,7 34 3 11 17 2 1
12, Mid Atlantic 227 12 S 5 1 0 0 1
13. South Atlantic 21.4 13 3 10
14, Asis/Pacific 32.9 18 5 8 3 1 0 1
15. Burope-Asia/Pacific 27.1 32 18 7 S 1 0 0 1
16, North/Mid Pacific 2.1 12 9 2 1
17. South Pacific 23.9 8 1 5 1 1
—1

18/1V-907 2e102aT) OVII
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52.8 cents. As far as the Atlantic and Pacific routes are concerned, these
differences are to a large extent a result of the lower operating costs of the
United States airlines which has led to comparatively low air mail conveyance
rates being set by the United States authorities for originating mail.

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 I11.4, 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-Central Pacific).
However, as for passenger traffic, on most route groups the unit revenues
differ significantly amongst airlines.




III. REGIONAL DIFFERENCES IN SCHEDULED PASSENGER
FARES AND RELATED COSTS

Over-all Financial Results by International Route Group

1. Selected operational data and estimated financial results for the
year 1985 are presented in Table III.l over-all and by route groups.

2, The first column of data in the table shows that the number of sched-
uled airlines operating jet services in each route group ranged from a low of
13 on South Pacific routes to a high of 63 serving routes between Europe/
Middle East and Africa. It should be noted that propeller aircraft operations
of these airlines are excluded from the study, as are the operations of some
117 small international airlines which operate propeller-driven aircraft
exclusively; together these operations with propeller aircraft  represented
about 0.4 per cent of world international seat-kilometres in 1985 with their
highest representations in any single route group being 16 per cent between and
within Central America and the Caribbean, 4 per cent in local Africa, and 3 per
cent in local Europe. Supersonic aircraft operations, which were also ex-
cluded, represented slightly more than 0.1 per cent of world operations.

3. The operational data included in data columns 2 to 5 of Table III,1
all have a significant effect on unit operating costs (see Chapter IV). There
are considerable differences among route groups in the volume of traffic, the
average length of flight stages, the average number of seats per aircraft and
the average passenger load factor.

4, Financial results are presented in columns 6 to 8. When consulting
these data it should be borne in mind that the revenue figures do not generally
take into account the incidental operating revenues. Those incidental revenues
which may be directly attributed to passenger traffic include revenues from
passengers paying less than 25 per cent of the normal applicable fare, com-
missions received on sales of tramsportation on other carriers, '"no-show" and
cancellation fees (expenses incurred against these revenue items are included
in the cost figures shown in column 7); these incidental revenues also include
on a net basis capacity equalization payments arising from pooled and/or joint
services as well as from the sale of own capacity to other carriers. Revenues
accruing from the provision of services other than for air transportation (such
as service and maintenance sales or handling services for third parties) and
the corresponding costs are excluded from all figures presented in this study.
An analysis of incidental revenue data on this basis for 1985 indicates that
for international routes as a whole, relevant incidental revenues not included
in Table III.l were about 0.08 cents per passenger-kilometre which, if added to
the estimated world-wide unit revenue, increases it by some 1 per cent from
6.74 cents to 6.82 cents per passenger-kilometre. For individual route groups,
the passenger-related incidental operating revenues may represent up to an
additional 3 per cent over the average revenue quoted.

10
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TABLE III.l1 '

BASIC OPERATIONAL DATA AND FINANCIAL RESULTS
FOR SCHEDULED PASSENGER SERVICES BY INTERNATIONAL ROUTE GROUP, 19851

——
Operational Data Financial Results3
1 2 3 & 5 [ 7 8
Average
Percentage of world’s Average Average Average Average passenger
Route (.‘-x'oupZ Number international traffic length of number of passenger revenue per costs per Ratio
of (available flight seats per load passenger- passenger- revenue/
airlines seat-kilometres) stages aircrafté factor kilometre® kilometre costs
No. b3 Km No. b3 US cents US cents -6/
1. All World International
Routes 197 100.0 1 690 244 65 6.74 6.92 0.97
I1I. International Route Groups:
1. Between North America and
Central America/Caribbean 28 2.8 1178 188 63 7.1 8.3 0.85
2. Between and within Central
America and the Caribbesn 18 0.3 678 134 64 10.7 10.8 1.00
3. Between Cansda, Mexico and
the United States 30 5.5 1 042 163 57 6.4 7.9 0.80
4. Between North America/
Central America/Caribbean
and South Americas 30 2.8 1 990 226 59 8.1 7.7 1.05
5. Local South America 15 0.6 873 154 53 9.5 10.4 0.90
6. Local Europe 44 9.1 810 133 63 12.5 11.8 1.05
7. Llocal Middle East 17 1.3 861 181 59 14,0 12.5 1.10
8. Local Africa 31 0.4 841 131 57 9.6 10.6 0.90
9. Between Europe and
Middle East 42 4.2 2 042 211 -+ 56 8.8 9.5 0.90
10, Between Europe/Middle East
and Africa 63 5.2 2 675 237 62 7.0 7.3 0.95
11. North Atlantic 48 27.8 3 850 315 66 5.5 5.8 0.95
12. Hid Atlantic 21 2.1 3 705 256 65 5.0 5.9 0.85
13. South Atlantic 19 1.8 3 369 256 63 7.1 7.1 1.00
16, local Asia/Pacific 38 7.4 1 547 272 70 6.6 6.6 1.00
15. Between Europe/Middle East/
Africa and Asia/Pacific 56 16.9 3 335 304 69 5.9 5.8 1.00
16, North and Mid Pacific 15 9.4 4 935 337 69 5.1 5.4 0.95
17. South Pacific 13 2.4 4 423 316 ) 65 5.0 5.6 0.90

Notes:

1. Excluding operational and financial data attributed to supersonic and propeller-driven aircraft,

2. More detailed definition of the route groups may be found in Appendix 3 on the verso of the revenue questionnaire,

3. The margine of uncertainty which should be considered in relation to these results are discussed in Appendix 2.

4. As defined by available seat-kilometres divided by aircraft-kilometres flown.

5. These figures do not generally include incidental operating revenues. For all internatiomal routes that part of this additional revenue which way be
directly attributed to international passenger traffic is about 0.08 US cents per passenger-kilometre. On individual route groups it may represeunt up to

an additional 3 per cent over the average revenue quoted.

6. Rounded to nearest twentieth for individual route groups.
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TABLE 11I1.2

ESTIMATED PASSENGER COSTS! PER PASSENGER-KILOMETRE
BY COST ITEM, 1985

Total Aircrafe
Opersting Operasting Other Operating Costs
Costs Costs
Aircraft Gengt,l,
Route Groups operating adminis—
(short title) costs Landing and trative
excluding Aircraft associated En-route Ticxeting, and
(ef, fuel sod fuel and airport facility Station Passenger sales and miscel-
Table I11.1) oil oil charges charges expenses services |Compission | promotion laneous
(Sum
columns 1-9) 1 2 3 4 5 6 7 8 9
U8 cents 6.92 1.77 1.5 0.23 0.11 0.68 0.86 0.65 0.62 0.47
T. ALL == o= = - o= v~ e T I B D B
T % of total costs 100.0 25.6 22.1 3.3 1.5 9.8 12.5 9.5 9.0 6.7
11. Internatiousl Noute Groups:
US cen
1. Worth-Central Americe 8.3 2.3 1.7 0.2 0.0 1.2 0.9 0.6 0.6 0.8
2, Centrsl America 10.8 2.6 2.4 0.4 0.1 1.0 0.8 1.0 1.2 1.3
3., MNorth Americs 7.9 2.2 1.6 0.2 0.0 1.2 0.10 0.6 0.5 0.6
4, North-South Americs 1.7 2.1 1.8 0.2 0.1 0.6 0.8 0.9 0.8 0.4
5. South America 10.4 2.4 2.8 0.6 0.3 0.8 0.9 1.2 1.0 0.4
6. Europe 11.8 2.8 1.9 0.8 0.4 1.6 1.3 1.1 1.4 0.5
7. Middle East 12,5 3.9 2.4 0.6 0.1 1.5 1.1 1.1 0.7 1.1
8. Africs 10.6 2.9 3.0 0.5 0.1 1.1 0.7 0.7 0.7 0.9
9. Burope-Middle East 9.5 2.9 1.9 0.3 0.2 1.0 1.0 0.7 0.7 0.8
LO. Europe-Africa 7.3 1.8 1.9 0.2 0.2 0.6 0.8 0.6 0.8 0.6
11. Worth Atlantic 5.8 1.5 1.3 0.1 0.1 0.5 0.8 0.5 0.5 0.5
12, Mid Atlantic 5,9 1.5 1.6 0.2 0.1 0.4 0.7 0.4 0.5 0.5
13. South Atlasntic 7.1 1.7 1.9 0.2 0.2 0.5 0.8 0.7 0.8 0.3
16, Asia/Pacific 6.6 1.9 1.4 0.2 0.1 0.6 0.8 0.8 0.6 0.2
15, Burope-Asia/Pacific 5.8 1.4 1.4 0.2 0.1 0.4 0.8 0.6 0.5 0.4
16, North/Mid Pacific S.h 1.3 1.4 0.1 0.0 0.4 0.8 0.7 0.4 0.3
f7. South Pacific 5.6 1.4 1.4 0.} 0.0 0.5 0.8 0.5 0.5 0.4
Notes:

1. "Passenger"” costs have been derived for each route group taking into account the contribution wade by the revenue earned for the carriage of freight and

mail on passemger flights towards covering total costs for these flights.

figures should be regarded as indicative only.

Due to the wmargins of uncertainty in the estimates of individual cost itews the

2. This item includes flight operations expenses (cockpit crew salsries and expenses, rentals and insurance of flight equipment), aircraft maintenance and

overhaul, and aircraft standing charges such as depreciation and interest charges.
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5. The average operating cost per passenger-kilometre for all inter-
national routes was 6.92 cents (column 7), the figures for individual route
groups ranging from a high of 12.5 cents in local Middle East to a low of 5.4
cents on North and Mid Pacific routes., These estimated costs include such
items as depreciation and interest charges, and sales commission paid, but
exclude costs attributable to the carriage of freight and mail.

6. The ratio of passenger revenues to passenger costs for international
routes as a whole is estimated at 0.97 for the calendar year 1985, varying
between individual route groups from 0.80 to 1.10., Taking into account rel-
evant incidental revenues associated with international passenger traffic and
margins of uncertainty in estimated revenues and costs (discussed in Appendix
2), the revenue/cost ratio for all international passenger traffic in 1985 is
assessed as lying between 0.96 and 1.02, with a most likely value of 0.,99.

7. Components of the total passenger costs are presented in
Table I11.2. The primary breakdown is between "aircraft" operating costs,
being those directly attributable to the operation of aircraft on each route
group, and "other" operating costs. All the itemized data carry relatively
wide margins of uncertainty and should be regarded as indicative only. Never-
theless, it appears that most of the individual items vary significantly among
route groups.

Variations in Revenue/Cost Ratios amongst Airlines

8. The over-all financial results in Table III.l show that differences
in revenues between route groups broadly reflect differences in costs. How-
ever, there are cases where individual airlines earn significant profits on
some route groups while making losses on other route groups, and operations of
these airlines on the former route groups could therefore be said to have
subsidized 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 in the case of individual airlines but carried across
to the averages for some regional groups of airlines. Since 1983, however, no
such consistent cross—subsidy has been identifiable.

9. Analysis did, however, reveal several route groups within which the
results obtained by different regional groups of airlines show significant
differences. In particular, on inter-regional route groups involving Latin

America, airlines of that region as a group showed average revenue/cost ratios
ranging from 0.05 to 0.25 below those of the other airlines concerned according
to route group. Similarly on South Pacific routes Asia/Pacific airlines as a
group showed a revenue/cost ratio 0.10 below that of North American airlines.
European airlines achieved relatively higher ratios than other airlines on
routes between Europe/Middle East and Africa where they showed a ratio 0.20
above that of the African airlines.

10. An examination was also carried out as to how the revenue/cost ratios
varied amongst individual airlines operating in the same route group. These
variations in revenue/cost ratios amongst airlines on a route group can be an
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important factor in the negotiation of fares for the route group in.question,
particularly where unanimity or some form of concensus among the airlines is
required on proposed fares.

11, The variations in 1985 are shown in Table II1.3. On a few route
groups the revenue/cost ratios for the airlines do not vary very much from the
route group average (for example in local Europe). However, on most route
groups the ratios vary significantly among the airlines and the average
revenue/cost ratios do not therefore adequately portray the econmomics of the
operations. On two route groups, Europe-Africa and Europe-Asia/Pacific, the
revenue/cost ratios of individual carriers ranged from less than 0.7 to greater
than 1.3.

Comparison of Results for 1985 with those for 1984

12, An over-all comparison between data for 1985 and corresponding data
for 1984 shows a decrease of about 1 per cent in the estimated passenger cost
per available seat-kilometre, from 4.55 to 4.50 cents. Since the world-wide
average load factor remained virtually the same (at 65 per cent), the cost per
passenger-kilometre shows a similar decrease of almost 1 per cent, from 6.96 to
6.92 cents. Unit revenues {(excluding incidental operating revenues) on the
other hand showed a decrease of about 3 per cent, from 6.96 cents per pass-
enger-kilometre to 6.74 cents in 1985 and as a result the over-all revenue/cost
ratio shows a deterioration between the two years, decreasing from 1.00 in 1984
to 0.97 in 1985,

13. As far as the individual route groups are concerned, the year-to-year
cost changes show wide variations which are accentuated by differences in
trends in load factors. Between 1984 and 1985, seven out of the 16 route
groups for which comparable data are available showed increases in costs per
passenger-kilometre. The most significant increases were recorded on routes
between North America and Central America/Caribbean (from 7.9 to 8.3 cents),
within and between Central America and Caribbean (from 9.8 to 10.8 cents) and
across the North Atlantic (from 5.5 to 5.8 cents). Of the remaining nine route
groups, eight showed decreases in unit costs between 1984 and 1985. The most
significant decreases were recorded in local South America (from 10.9 to 10.4
cents), across the South Atlantic (from 7.9 to 7.1 cents) and across the South
Pacific (from 6.2 to 5.6 cents).

14, The comparison of unit costs between 1984 and 1985 reflects a general
decline in the price of fuel (see Chapter 1IV), with greater or lesser effects
in the different route groups. Also, as with the revenue figures discussed in
Chapter II, the comparison has been in some cases significantly affected by a
strengthening of the United States dollar against many other world currencies.
Within the Americas, where most fares and rates are transacted in United States
dollars, the changes in unit revenues generally reflect market changes. Simi-
larly, changes in unit costs in the Americas reflect operational changes, as
the greater part of costs are generally borne in United States dollars, except
for routes involving certain points in South America. Outside the Americas,
where national currencies generally weakened compared with the United States
dollar, the developments shown in revenues and costs are in effect deflated,
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TABLE III.3

VARIATION OF REVENUE/COST RATIOS AMONGST AIRLINES, 1985

Average Number Revenue/Cost Ratio Range
Revenue/Cost of
Route Groups Ratio Airlines Less than Greater
(short title) (A1l airlines, in 0.7 0.7-0.9 {0,9~1.1( 1.1-1.3} than 1.3
from this
Table III.1) Analysis
Number of airlines

I. All World International

Routes 0.97 81 5 15 49 9 3
IT. International Route

Groups:
I, North-Central America 0.85 9 2 2 3 2
2. Central America 1,00 [ 1 3 1 1
3. North America 0.80 12 2 5 4 1
4, North-South America 1.05 17 5 9 3
5. South America 0.90 8 3 3 1 1
6. Europe 1.05 18 10 6 2
7. Middle East 1.10 6 1 3 2
8. Africa 0.90 10 2 4 3 1
9. Europe-Middle East 0.90 21 7 9 2 3
10. Europe-Africa 0.95 28 2 5 13 4 4
11, DNorth Atlantic 0.95 33 2 13 11 7
12, ¥id Atlantic 0.85 12 2 5 4 1
13. South Atlantic 1.00 13 1 3 6 3
14, Asia/Pacific 1.00 18 4 10 4
15. Furope-Asia/Pacific 1.00 31 2 7 13 6 3
16, North/Mid Pacific 0.95 11 4 6 0 1
17. South Pacific 0.90 8 5 3
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and potably so in Europe and Africa. For example, whereas between 1984 and
1985 average unit revenues and costs for routes within Europe showed decreases
of about 5 and 3 per cent respectively when measured in United States dollars,
in terms of European currencies they are estimated to have shown a decrease in
the order of 2 per cent in average unit revenues and no change in unit costs.
For routes within Africa average unit revenues and costs in terms of United
States dollars showed a decline of about 5 per cent and an increase of 1 per
cent respectively between 1984 and 1985, whereas in terms of mnational
currencies they are estimated to have increased by some 1 and 7 per cent
respectively,

15. 0f the 16 route groups for which comparable data are available, only
three showed an improvement in the revenue/cost ratio between 1984 and 1985.
These involved routes between and within Central America and the Caribbean
(from 0.95 to 1.00), between North America/Central America/Caribbean and South
America from (from 1.00 to 1.05), and across the South Atlantic (from 0.90 to
1.00). In the last two cases the most significant factor was an increase in
load factor (3 and 2 percentage points respectively); on the routes between
North and South America this was accompanied by a reduction of about 10 per
cent in capacity offered by the North American carriers. The improvement in
the revenue/cost ratio on routes between and within Central America and the
Caribbean resulted from a favourable development in unit revenues which more
than compensated for a reduction in load factor.

16. Of the remaining route groups, eight showed reductions in the rev-
enue/cost ratio, while the change in the ratio of the remaining five route
groups was not significant. The route groups which showed declines in the rev-
enue/cost ratio were those between North America and Central America/Caribbean
(from 0.90 to 0.85), between Canada, Mexico and the United States (from 0.85 to
0.80), local Europe (from 1.10 to 1.05), local Africa (from 1.00 to 0.90),
between Europe and Middle East (from 1.00 to 0.90), between Europe/Middle East
and Africa (from 1.00 to 0.95), across the North Atlantic (from 1.00 to 0.95)
and across the North and Mid Pacific (from 1.00 to 0.95). A major cause of
most of these decreases in revenue/cost ratios was the adverse development in
unit revenues in relation to stable or increased unit costs. For routes
between North America and Central America/Caribbean, between Canada, Mexico and
the United States and across the North Atlantic a significant decrease in load
factor (between 2 and 3 percentage points) was in part responsible for this
development in costs. In the case of routes in local Europe, an increase in
load factor (from 61 to 63 per cent) was achieved at the expense of a decrease
in unit revenues which was greater than that of unit costs,




IV. FACTORS CAUSING REGIONAL DIFFERENCES IN COSTS

1. The financial analysis presented in Chapter III included estimates of
the average cost per passenger-kilometre performed for each of 17 international
route groups. This chapter is concerned with assessments of factors which
caused this average cost to vary among the route groups. Some main factors can
be identified and their effects quantified but a number of other factors do not
lend themselves to individual assessment and are therefore dealt with in a
summary manner, although their combined influence on cost differences is
significant.

2. The factors which have been considered are:

a) the effect on aircraft operating costs of differences among route
groups in aircraft equipment being used;

b) the effect of differences among route groups in the average
length of flight stages;

c) the effect of varying prices of fuel and oil in different parts
of the world;

d) the effect of different levels of airport user charges in differ-
ent parts of the world;

e) the effect of differences in the average load factor achieved on
each route group; and

f) other factors.

An examination of the influence exercised by each of the above on the operating
costs for traffic in the route groups is made below and the resulting vari-
ations in the costs per passenger-kilometre from the world average are sub-
sequently presented in Table IV.5 and discussed in paragraphs 20 and 21 of this
chapter.

Aircraft Mix and Stage Length [factors a) and b)]

3. The volume of traffic on a route and the geographical characteristics
of the route (in particular the lengths of flight stages) determine the sizes of
aircraft that are engaged in the traffic, the number of seat-kilometres per
departure and per flying hour that can be produced by these aircraft, and the
possible utilization of the aircraft in terms of flying hours per year. For
these reasons, the geographical characteristics of a route group strongly
influence the operating costs per seat-kilometre that will be incurred on that
route group. Effects on these costs of differences among the route groups in
aircraft mix and average stage length are discussed below.

17
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4. In general, the aircraft operating costs per aircraft-kilometre or
per seat-kilometre on a long-haul flight are lower tham on a short-haul flight,
mainly because of the higher block speed that may be achieved on a long-hagl
flight and the generally higher aircraft daily utilization recorded. Sim1i-
larly, large aircraft which may be used where traffic density is high have
lower direct operating costs per seat-kilometre than small aircraft. The
combined impact of these two factors may be illustrated by looking at the aver-
age aircraft operating costs incurred in international passenger service in
1985 for different categories of aircraft. Table IV.l presents the average
aircraft operating costs per block hour and per available seat-kilometre for
five categories of aircraft, grouped according to their size and by the length
of haul for which they were generally used. The average hourly cost varied
from $1 880 for nparrow-body short-haul aircraft to $5 810 for wide-body
long-haul aircraft, but primarily because of their greater productivity the
average aircraft operating cost per available seat-kilometre (adjusted to
exclude costs attributable to freight and mail traffic) of the wide-body
long-haul aircraft was, at 1.9 cents, lower than for any other category. At
the other end of the spectrum the narrow-body short-haul aircraft averaged
2.9 cents per seat-kilometre, which is 53 per cent higher than the figure for
wide-body long-haul aircraft.

5. Aircraft operational data for each route group (excluding utilization
effects) are shown in Table IV.2. The average block speed achieved is shown to
be significantly higher on route groups with a long average stage length such
as the North Atlantic and the transpacific routes than on route groups with a
short average stage length such as South America and Europe. This relative
economic advantage for the operations of long-haul routes is amplified by the
fact that large wide-body aircraft in 1985 accounted for a high proportion of
the total capacity on long-haul routes but were being used less on the route
groups with a short average stage length. The variation in average aircraft
productivity resulting from variations in average block speed and average size
of aircraft is very wide. For example, the seat-kilometres per aircraft block
hour in the Central America, Europe and Africa route groups are in each case
less than ome-third of the seat-~kilometres per block hour on the North/Mid
Pacific route group.

6. Differences in aircraft fleet composition among route groups contrib-
ute to the differences in both aircraft and other operating costs, but mainly
in the aircraft costs. The contribution to regional differences in aircraft
operating costs arising from differences in aircraft mix (excluding the effects
of differences in stage length, fuel prices and load factors) has been esti-
mated and is presented in paragraphs 20 and 21.

7. Other operating costs as well as aircraft operating costs are of
course also strongly influenced by the average length of flight stages operated
in a route group. This is because certain important cost items, such as
station expenses and landing charges, are primarily dependent upon the number
of aircraft and passenger departures. Since the number of seat-kilometres (or
passenger-kilometres) per departure increases proportionally with increasing
stage length, the cost per seat-kilometre (or per passenger-kilometre) of
station expenses and landing charges falls with increasing stage length.
Estimated effects of differences in stage length on operating costs (both
aircraft and other) are also presented in paragraphs 20 and 21.
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TABLE IV.l

OPERATIONAL AND COST DATA FOR AIRCRAFT CATEGORIES 1985
(International Scheduled Passenger Services)

Percentage of Aircraft Opersting Costs®
Primary Jet Types Vorid’'s Average Average
Grouping of Operated On Ioternastionsl Number Length of Average
Subsonic Aircraft International Traffic of Flight Stages Utilizationd US$ per US cents per
Scheduled {avsilable Seats? Operated block available
Services! sest-kilometres) bour seat-kilometre?
b4 ¥o. K» Bours/Day
ALL - 100.0 244 1 690 8.5 4 070 2.2
A. Nerrow-body, B737
short-haul 8757 8.2 113 740 6.8 1 880 1.9
DCY
MD80
B. Marrow-body, 8727
medium-haul TV154 9.0 147 1117 7.8 2 520 2.6
€. MRarrow-dody, 3707
long-haul DC8 4.1 160 2 307 5.5 2 900 2.2
1L62
D. Wide-body, A300
wmedium-baul 4310 13.1 248 1 788 1.9 4 720 1.3
B767
L1011
E. Wide-body, 3147
long-baul pClo 65.6 331 3 998 10.2 5 810 1.9
L1011-500
Notes:

1. Only aircraft types providing wore than 0.5 per cent of the world international scheduled available seat-kilometres in 1985 are listed in this

column.

2. Availsble seat-kilometres divided by sircraft-kilometres flown.

3. locluding domestic snd non-scheduled operations of the international sirlines coocerned.

The categorizstion of aircraft types is based on the aversge number of sests and average length of flight stages opersted in 1985,

4. Data in these columns include flight operstions expenses, sircraft fuel and oil (at the vorld average cost of 23.2 cents per litre), sircraft

maintenance and overhaul, and aircraft standing charges such as depreciation acd interest charges.

If prevailing regional prices rather thaz

the world aversge price were to be used for sircraft fuel and oil there would be 20 change in the per seat-kilometre cost data presented, but
small changes in some of the per block hour data,

S. Aircraft operating costs have been adjusted in this case to exclude costs attribuytable to freight and mail traffic.
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TABLE 1IV.2

AIRCRAFT OPERATIONAL DATA BY ROUTE GROUP, 1985

Average Percentage
Length of Average Distribution Average
Flight Block of Seat- Aircraft
Route Groups Stages Speed Kilometres Productivity
(short title)
Available seat-
Kilometres Narrow- Wide- kilometres per
Kilometres per hour body body block hour
(thousands)
I.kAll World International
Routes 1 690 665 21 79 162
I1I. International Route Groups:

1. North-Central America 1178 633 48 52 119
2. Central America 678 577 100 0 77
3. North America 1 042 605 71 29 99
4. North-South America 1 990 715 26 74 162
5. South America 873 605 77 23 93
6. Europe 810 529 85 15 70
7. Middle East 861 522 44 56 95
8. Africa 841 607 85 15 79
9. Europe-Middle East 2 042 652 25 75 138
10. Europe-Africa 2 675 713 20 80 169
11. North Atlantic 3 850 752 3 97 237
12, Mid Atlantic 3 705 762 16 84 195
13. South Atlantic 3 369 765 10 90 195
14, Asia/Pacific 1 547 662 12 88 180
15. Europe-Asia/Pacific 3 335 728 7 93 221
16. North/Mid Pacific 4 935 790 1 99 266
17. South Pacific 4 423 791 5 95 250




Factors Causing Regional Differences in Costs 21

Prices for Aircraft Fuel and 0il [factor c¢)]

8. The estimated total consumption of aircraft fuel and o0il on inter-
national subsonic jet passenger routes in 1985 was about 55 billion litres, and
the total cost to the airlines was some U.S.$12.8 billion for an average price
per litre of 23.2 cents. While there was an increase in consumption over 1984
of about 5 per cent, the over-~all fuel cost showed an increase of about 2 per
cent and the average price paid per litre decreased over 1984 by about 3 per
cent. Detailed estimates have been made of the average prices of fuel pur-
chased in the different regions of the world (Table IV.3) and of the average
prices of fuel consumed on the various route groups (Table IV.4).

9. On the route group basis the estimated fuel prices range from a low
of 19.8 cents per litre for routes within North America to a high of 35.7 cents
per litre for routes within Africa. Comparing the two sets of fuel price esti-
mates in Tables IV.3 and IV.4, both of which are derived from the same data
sources, it may be seen that the average prices paid for fuel for international
services carried out entirely within Africa (35.7 cents per litre) are signifi-
cantly higher than the average prices for all fuel uplifted in Africa for
international services to, from and within that region (30.6 cents per litre).
A similar situation prevails in the Central America/Caribbean region, where the
price paid for fuel for intra-regional services (28.9 cents per litre) is
significantly higher than the price paid for all fuel uplifted in the region
(22,3 cents per litre) excluding Mexico, the comparable figures are 31.5 cents
per litre for fuel for intra-regional service and 24.9 cents per litre for fuel
uplifted in the region. Further anglysis shows that airlines from outside
these regions have generally paid lower prices for fuel in the region concerned
than airlines based in the region, probably as a result of favourable terms of
bulk purchasing arrangements covering a wider network of services.

Airport and Associated Charges [factor d)]

10. Airport charges in 1985 represented 3.3 per cent of the total costs
for international passenger operations. The basis on which these charges are
levied varies from airport to airport but aircraft gross weight is the pre-
dominant element and a broad and simple comparison of the levels of airport
charges in different parts of the world can be based on dollars paid per tonne
of aircraft maximum take-off weight. Using this measure, estimated average
airport charges in different regions of the world are shown in Table IV.3. The
table shows that the world average was 5.4 dollars per tonne and that the aver-
age charges in regions ranged from 2.4 dollars in North America to 8.4 dollars
in Europe. It is to be noted that en-route facility charges are not generally
included in these estimates because of their limited significance (1.5 per cent
of total costs) and because of the margin of uncertainty associated with their
estimation on a regional basis.

11. Estimates of landing and associated airport charges have also been
made on a route group basis and are shown in Table IV.4. The range of these
estimates for route groups is from 1.8 dollars per tonne for traffic within
North America to 9.3 dollars for traffic within Europe.
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TABLE IV.3

ESTIMATED UNIT FUEL PRICES AND AIRPORT CHARGES BY REGION, 1985
(International Scheduled Services)

Areal Central
Asia/ Middle North America/ South
Item World Africa Europe Pacific East America | Caribbean America

Aircraft fuel and oil
(US cents/litre) 23,2 30.6 23.0 25.1 24,1 20.4 22.3 27.6

Landing and associsted
airport charges
(USS/departed tonne?) 5.4 4.3 8.4 5.5 4.7 2.4 2.6 4.4

TABLE 1IV.4

ESTIMATED UNIT FUEL PRICES AND AIRPORT CHARGES BY ROUTE GROUP, 1985
(International Scheduled Services) '

Landing and
Aircraft Fuel Associated
Route Groups and 0il Prices Airport Charges
(short title)
us cents US$ per degarted
per litre tonne
I. All World International
Routes 23,2 5.4
II. International Route Groups:
1. North-Central America 23.1 2.5
2. Central America 28.9 3.5
3, North America 19.8 1.8
4, North-South America 24,4 3.9
5. South America 29.4 4.8
6. Europe 23.1 9.3
7. Middle East 25.1 5.0
8. Africa 35.7 4.5
9. Europe-Middle East 24,0 6.4
10. Europe-Africa 27.4 5.6
11. North Atlantic 21,2 4.5
12, Mid Atlantic 24.3 5.9
13, South Atlantic 25.0 4.5
14, Asia/Pacific 25.8 5.6
i5. Europe-Asia/Pacific 24,1 - 5.2
16, North/Mid Pacific 22.3 : 5.0
17. South Pacific 23.2 : 4,0

Notes:

1. More detailed descriptions of sreas and route groups may be found in Appendix 3 on the verso of the
revenue and cost questionnaires.

2. Tonnes of aircraft maximum take-off weight.
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Load Factor [factor e)]

12. A large part of the total costs of operating a flight on a scheduled
air service is independent of, or only moderately affected by, the number of
passengers actually carried on the flight. Since, as shown in Table III.l, the
passenger load factors achieved in 1985 varied significantly among route
groups, from a low of 53 per cent on routes in local South America to a high of
70 per cent om routes in local Asia/Pacific, they had a significant influence
on differences in total operating costs per passenger-kilometre. Est imated
effects of differences in load factor on operating costs for each route group
are presented in paragraphs 20 and 21.

Other Causes of Regional Differences in Costs

13. Among the factors that led to regional differences in the total cost
of passenger operations in 1985, 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 1load factors has been assessed for both
aircraft operating costs and other cost items but, with the exception of vari-
ations 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
47 per cent of the total costs for international passenger operations in 1985.
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.

14. Station expenses (column 5 in Table III.2) relate mainly to the
servicing of aircraft and passengers at airports, While they vary greatly
among route groups, from 0.4 to 1.6 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 between and within Central America
and the Caribbean show the lowest costs per passenger while routes across the
South Pacific show the highest costs.

15. Passenger service costs (column 6 in Table III.2) relate primarily to
cabin services provided in flight. The differences in their level, from 0.7 to
1.3 cents per passenger-kilometre, primarily reflect differences in salary and
service levels and utilization of cabin crew.

16. Commission (column 7 in Table III1.2) 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 1.2 cents per passenger-kilometre, is also related to the variation
in average revenue per passenger-kilometre.



CONTRIBUTIONS TO DIFFERENCES IN COSTS AMONG ROUTE GROUPS, 1985

TABLE 1IV.5

1 2 3 3 5 6 7 8 9
World Average Effect of Effect of Effect of Effect of Effect of Sum of Effect of Actual Total
Total Aircraft Mix | Stage Length | Aircraft Fuel | Landing and Load Effects in Other Passenger
Route Groups Passenger on Direct and Average and 0il Associated Factor Columns 2-6 Factors Operating
(short title) Operating Operating Block Speed Prices Airport Costs
Costs Costs Charges Columns 14748
US cents per passenger-kilometre
I. All World

International Routes 6.9 - - - - - - - 6.9

II. International Route
1. North-Central America 6.9 0.5 0.5 0.0 -0.1 0.2 1.1 0.3 8.3
2. Central America 6.9 0.8 1.8 0.4 -0.1 0.1 3.0 0.9 10.8
3. North America 6.9 0.6 0.8 -0.2 -0.2 0.8 1.8 -0.8 7.9
4. North-South America 6.9 0.0 -0.3 0.1 ~0.1 0.5 0.2 0.6 7.7
5. South America 6.9 0.4 1.1 0.4 0.0 1.6 3.5 0.0 10.4
6. Europe 6.9 0.9 1.7 0.0 0.2 0.3 3.1 1.8 11.8
7. Middle East 6.9 0.5 1.6 0.1 0.0 0.9 3.1 2.5 12.5
"8, Africa 6.9 0.7 1.2 0.8 0.0 1.0 3.7 0.0 10.6
9. Europe-Middle East 6.9 0.4 -0.1 0.1 0.0 1.1 1.5 1.1 9.5
10, Europe-Africa 6.9 ~-0.1 -0.5 0.3 0.0 0.3 0.0 0.4 7.3
11. North Atlantic 6.9 -0.2 -0.8 ~0.1 0.0 -0.1 -1.2 0.1 5.8
12. Mid Atlantic 6.9 -0.2 -0.8 0.1 0.0 0.0 -0.9 -0.1 5.9
13, South Atlantic 6.9 ~0.3 -0.8 0.1 0.0 0.2 -0.8 1.0 7.1
14, Asis/Pacific 6.9 0.0 0.1 0.2 0.0 0.4 -0.1 -0.2 6.6
15. Europe-Asia/Pacific 6.9 -0.2 -0.7 0.1 0.0 -0.3 ~1.1 0.0 5.8
16. North/Mid Pacific 6.9 -0.3 -1.0 -0.1 0.0 -0.2 -1.6 0.1 5.4
17. South Pacific 6.9 -0.3 -1.0 0.0 -0.1 0.0 -1.4 0.1 5.6
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17. Ticketing, sales and promotion (column 8 in Table III.2) is an item
for which the level is largely determined by decision-making within individual
airlines. The variation, from 0.4 to 1.4 cents per passenger—kilometre,
reflects differing competitive situations and the extent to which airlines
handle their own sales in the various route groups.

18. Commission, ticketing, sales and promotion, together reflect the
over-all cost of selling passenger tickets. Depending on the route group,
between 13 and 24 per cent of total passenger revenues are used to defray this
cost.

19. General, administrative and miscellaneous expenses (column 9 in
Table III.2) vary from 0.2 to 1.3 cents per passenger-kilometre. This partly
reflects variations in the organizatiomal structure and the accounting prac-
tices of airlines in different parts of the world, but also variations in
salary levels and staff productivity among regions. Additionally, economies of
scale may be an important factor affecting variations in this cost item as
large airlines, which tend to have lower administrative overheads per pass-
enger-kilometre performed than smaller airlines, play a greater role on some
route groups than on others. In recent years, administrative costs have been
heavily influenced by fluctuations in exchange rates.

Summary of Causes of Regional Differences in Costs

20. The effects of the factors described in paragraphs 3 to 19 on the
cost levels for route groups are shown in Table IV.,5. Column 1 of that table
shows against each route group the world average cost per passenger~kilometre
in 1985, which was 6.9 cents. Columns 2 through 6 show the deviations from
this world average that may be attributed to each of the individually assessed
factors described in paragraphs 3 to 12, and column 8 shows the aggregate
effect of the "other factors" (some other factors were described in summary
form in paragraphs 13 to 19). Column 9 shows the resulting actual total costs
per passenger-kilometre for each route group.

21. Comparing the various factors identified in columns 2 to 6 of
Table IV.5 it will be noted that each of them contributed significantly to
differences from the world average cost per passenger-kilometre. On some

two-thirds of the route groups '"stage length and average block speed" was the
most important single factor and on most of the rest "load factor" was the most
important single factor, but neither of them was the consistently dominant
cause. Also, as may be seen by comparing column 7 (the sum of the effects in
columns 2 to 6) with column 8, an important proportion of the differences in
route group costs from the world average was due to the "other factors" which
do not lend themselves to precise analysis.




V. POSSIBLE MEANS OF REDUCING REGIONAL DIFFERENCES IN FARES AND COSTS

1. Average unit costs as well as average revenues per passenger-
kilometre have been shown in this study to vary significantly from route group
to route group. The variations in cost and revenue levels have also been shown
to be conjunctional to a large extent. The analysis in Chapter IV, although
not fully explaining the regional differences in costs, provides a useful
indication of some areas where efforts might be made to reduce costs. This
chapter deals first with such possible avenues for reducing unit costs and
then, very briefly, with the scope for adjustments to the fare levels over and
above those that may be made possible by reduced operating costs.

Reduction of Cost Differences

2. Low aircraft productivity due to relatively short stage lengths and
the use of relatively small aircraft is a common feature of the route groups
where cost levels are high. In the past the general trend for route groups as
a whole has been for both aircraft size and stage length to increase. During
the period 1980 to 1985 (Table V.l) the estimated average number of seats per
aircraft on all international scheduled services showed an average annual in-
crease of 2 per cent, the average stage length 1-2/3 per cent and the aircraft
productivity in terms of seat-kilometres per block hour just over 2 per cent.
However, Table V.l also shows that the achieved improvement in aircraft pro-
ductivity varied widely from route group to route group. As traffic demand
grows, countinued development towards increased aircraft productivity, through
an appropriately harmonized development towards larger aircraft and longer
average stage length could permit substantial savings in unit costs. On some
route groups, however, the strong demand for frequency of services reduces the
ability of airlines to achieve higher aircraft productivity through an increase
in aircraft size alone. In 1985, continuing the trend of previous years, there
was a further reduction in the share of the world’s international capacity
offered (in terms of seat-kilometres) by narrow-body aircraft and an increase
in share by wide-body aircraft (see Table IV.l).

3. In addition to increasing productivity in terms of seat-kilometres
per block hour through increased aircraft size and stage length, there also
appears to be potential, particularly within Europe and within the Middle East,
for reduced flying distances between cities through more direct routings and
for reduced ground manoeuvering time.

4, Increased aircraft utilization in terms of flying hours per year and
hence reduction in standing charges per hour may be achievable in some
instances through more efficient airline scheduling, through the use of pro-
motional fares to «create demand during slack periods, and through improved
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TABLE V.1

ASPECTS OF AIRCRAFT PRODUCTIVITY

Average Annual Percentage Change

1985 Between 1980 and 1985
Route Groups
(short title) Average Average Average In average | In average In average
number of length of aircraft number of length of aircraft
seats per flight product- seats per flight product~
aircraft stages ivity? aircraft stages ivity
I. All World International :
Routes 244 1 690 162 2.1 1.7 2.2
I1. International Route Groups:
1. North-Central America 188 1178 119 0.0 ~2.9 -0.8
2, Central America 134 678 77 1.7 -1.5 0.5
3. North America 163 1 042 99 1.5 0.7 1.5
4. North-South America 226 1990 162 1.8 -0.9 1.8
5. South America 154 873 93 0.7 -1.5 0.2
6. Europe 133 810 70 1.2 0.8 1.2
7. Middle East 181 861 95 2.8 0.5 2.5
8, Africa 131 841 79 1.6 -0.4 1.3
9. Europe-Middle East 211 2 042 138 2.1 0.2 1.8
10. Europe-Africa 237 2 675 169 2.1 1.7 2.1
11. North Atlantic 315 3 850 237 0.4 -1.8 0.1
12. Mid Atlantic 256 3 705 195 -0.5 0.2 ~0.5
13. South Atlantic 256 3 369 195 0.3 0.8 0.4
14, Asia/Pacific 272 1 547 180 4.6 1.4 4.3
15. Europe-Asia/Pacific 304 3 335 221 1.5 1.2 1.4
16. North/Mid Pacific 337 4 935 266 -0.4 0.1 ~0.5
17. South Pacific 316 4 423 250 0.1 0.2 0.2

Notes:

1

. As defined by available seat-kilometres divided by aircraft-kilometres flown.
2. 1In thousands of available seat-kilometres per block-hour.
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airport handling and hence quicker turn-around time. Environmental con-
straints, such as those imposed at noise sensitive airports, may however impose
limits to the improvement 1in aircraft daily utilization which airlines oper-
ating at those airports might be able to achieve.

5. Fuel costs accounted on average for about 2z per cent of the total
costs for international passenger operations in 1985, and as this is such a
major cost item adjustments of the regional differences in fuel prices shown in
Tables IV.3 and IV.4 would significantly affect the differences in total
costs., The wide variation in fuel prices per litre from region to region may
generally reflect true differences in distribution costs and not therefore be
susceptible to adjustment by fuel suppliers, but in some cases, notably con-
cerning African airlines in the African region, there are indications that the
fuel may be overpriced. Another main cause of regional variations in fuel
costs is the different rates of consumption in 1litres per seat-kilometre
flown. For 1985 the average rate of consumption for all route groups was about
5 litres per thousand available seat-kilometres, but on individual route
groups the estimated rate of consumption varied from about 47 litres on routes
between North America and Central America/Caribbean and in local Asia/Pacific
to 59 litres in local Middle East. While relatively high fuel consumption
rates, and hence fuel costs, are inherent in shorter-haul operations, re-
ductions in fuel consumption are being achieved in association with the intro-
duction of new and larger aircraft, retrofitting of some other aircraft with
new engines, and changes in maintenance and operational procedures.

6. Low load factors on some route groups contribute to costs per pass-—
enger-kilometre being higher than the world average, for example on routes in
local South America and between Europe and the Middle East. Improved util-
ization of capacity, and thereby reduced costs per passenger-kilometre might be
pursued on such route groups by rationalization of services and provision of
greater incentives for off-peak travel. Even though the route groups concerned
tend to show a high proportion of business travellers, a latent price-comscious
market may exist and some experimentation with additional promotional fare
types might be justified. A generalized relationship between load factor and
total costs, derived from data obtained for this study and from certain airline
estimates, is that a variation by 5 percentage points in load factor tends to
result in a corresponding variation in total costs per aircraft-kilometre of
approximately 2 per cent. This could mean, for instance, that if the load
factor on routes in local South America in 1985 had been at the world average
level of 65 per cent rather than the actual 53 per cent, the total costs for
that route group might have been some 5 per cent higher but the unit cost per
passenger—kilometre could have been about 15 per cent lower. It needs to be
borne in mind, however, that an increased load factor is not necessarily ben-
eficial if achieved by reduced fares which result in such a low average yield
as to result in an adverse effect on the revenue/cost ratio.

7. Revenues from the carriage of freight and mail are important elements
in the economics of operating a route, the development of freight and mail
traffic alongside passenger traffic reducing the ‘allocated unit costs for all
three categories. Amongst the 17 route groups analysed in this study the
contribution of freight and mail revenues to total operating revenues of pass-
enger services varies from 5 to 15 per cent, reflecting to a large extent the
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capacity available for the carriage of freight and mail on the aircraft oper-
ating the routes. Nevertheless, emphasis on increased utilization of freight
and mail capacity, and on the over-all weight load factor as well as the
passenger load factor, may produce net benefits from increased revenues with
relatively small additional aircraft operating costs.

8. Rationalization of networks may in some instances permit individual
airlines to lower the cost level for their operations on a route group. Dif-
ferences amongst airlines with respect to their traffic patterns and market
structures inherently lead to some differences in the unit costs for their
operations within a particular route group. However, the wide variation in
revenue/cost ratios for operations of individual airlines within most route
groups, indicated in Table III.3, suggests that some airlines may operate some
segments of their networks at a heavy financial 1loss. These airlines may
therefore derive benefit from consolidation of their networks so as to avoid
excessive duplication of their services with those provided by other airlines.
Such consolidation could be achieved through joint services where for example
only one airline operates a route while sharing the costs and revenues with
another airline. On the other hand such arrangements may eliminate direct
competition and could therefore reduce incentives to improve efficiency,
suggesting also that air transport regulatory authorities should closely moni-
tor the effectiveness of these arrangements,

9. Fleet rationalization and technical co-operation may in many in-
stances achieve economies in maintenance of aircraft, in the servicing of
aircraft at airports, and in the training and utilization of flight crews and
technical personnel. In some regions the potential for fleet rationalization
appears to exist both within individual airlines which are operating several
different aircraft types and through co-operation amongst airlines. The
prospects in the latter regard are heavily influenced by the size and compo-
sition of aircraft fleets of the airlines seeking co-operation, the potential
savings being greatest where a number of individual airlines each operate the
same equipment in small numbers.

10. Commercial co-operation between airlines may achieve reduced costs
and improved marketing. Notable examples of commercial co-operation include
the sharing of a computerized reservation system, the co-ordination of
time-tables, and the purchase of passenger or cargo space on services of other
airlines,

Reduction of Differences in Fare Levels

11. Desirable adjustments in fare levels and structures may be
accomplished by airlines and governments, but the scope for reducing the
average level of fares on a route group in this way is seriously constrained in
circumstances where revenue/cost ratios are not presently adequate. Never-
theless, even in these circumstances the introduction of reduced fares may lead
to improved operating results, for example where such fares generate new
traffic which improves load factors on existing services.
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12, Where revenue/cost ratios are presently more than adequate, it needs
to be borne in mind that the same airlines may be operating unprofitably on
other routes. In such circumstances it could be alleged that cross-
subsidization is taking place between route groups. The degree of such cross-
subsidization within individual airline networks would, however, be difficult
to determine accurately because of the contribution which traffic flows between
route groups make to the results achieved on each and to the over-all results.




APPENDIX 1

DATA SOURCES AND COVERAGE

Sources of the Data

1. Primary sources of information for this study were two questionnaires
which were dispatched (under cover of State Letter EC 2/20.3.2-86/56 of 27 May
1986) to all Contracting States to be filled out with respect to their inter-
national carriers. One questionnaire sought information on scheduled and
non-scheduled passenger, freight, mail and incidental revenues for each route
group, together with corresponding volumes of traffic and capacity. Replies to
this questionnaire were received with respect to 83 States. The second ques-
tionnaire sought information on costs for international scheduled passenger
airlines, and replies were received with respect to 80 States. Facsimiles of
the two questionnaires and a list of States for which replies were received are
given in Appendix 3.

2, Another important source of information as far as scheduled oper-
ations were concerned was a computer analysis of timetable material prepared by
publishers of the Official Airline Guide. The basic data provided by this
source were, for each and every airline and aircraft type operating in each of
the route groups, information on the planned number of seats (combination
aircraft), number of departures, aircraft block hours and distance flown (these
data are Copyright C) 1986 by Official Airline Guides, Inc., Oak Brook,
Illinois). The ICAO Secretariat carried out research into the operating
characteristics of aircraft types and sub~types, and provided Official Airline
Guides with resulting data on fuel consumption per block hour (as a function of
stage length), maximum take-off weight, payload and volumetric capacity. This
information was related to the basic data to provide a bank of operating stat-
istics for each route group and for each geographical area of operation within
each route group, as well as aggregate statistics for each area and for the
world as a whole.

3. A wide range of supplementary information sources was used, in par-
ticular data on airline Traffic, Traffic by Flight Stage, On-Flight Origin and
Destination Traffic, Fleet and Personnel, and airline Financial Data regularly
filed by Contracting States on Air Transport Reporting Forms and published in
the ICAO Digests of Statistics. ,

Coverage of the Data

4, For scheduled services, traffic, capacity and other operational data
were derived both from the questionnaires and from the timetable material,
supplemented by material from the regular statistical reports to ICAO, and may
be considered as fully comprehensive of all international operations. Revenue
and cost data originate essentially from the questionnaires, supplemented by
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national publications or other suitable sources of financial data where avail-
able; in the case of passenger traffic available revenue and cost data were
adapted according to operational data to render them representative of all
international operations (see Appendix 2). In the case of non-scheduled
traffic, the sole source of both operational and financial data was the
responses to the questionnaires, and the results shown in this study represent
only these responses.

5. The study was based on revenue data obtained for 91 scheduled air-
lines (including 6 all-cargo airlines) and 14 other carriers (including 1 all-
cargo carrier), and on cost data for 81 scheduled passenger airlines.

6. The number of airlines and the coverage of international scheduled
passenger traffic represented by revenue and cost data are shown in Table Al.l
by region of airline registration. The over-all representation in terms of
available seat-kilometres is 83 per cent for revenue data and 82 per cent for
cost data. Representation of the Africa and Middle East regions though sub-
stantially better than in previous years, still remains significantly lower
than for the other regions.

7. For each route group the number of airlines and the percentage of
traffic represented by these airlines are shown in Table Al,2. 1In terms of
availgble seat-kilometres representation of revenue and cost data is at or
above 70 per cent for 13 of the 17 route groups. For all route groups the
revenue and cost data are considered sufficiently representstive to justify
presentation of results, although in the case of routes "between and within
Central America and the Caribbean" and in "local Africa" the results need to be
interpreted with some caution (see Appendix 2 concerning margins of uncer-
tainty).

8. The coverage of revenue data for non-scheduled passenger operations
is shown in Table Al.3 amnd the coverage of revenue data for scheduled freight
and mail services is shown in Table Al.4.
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REPRESENTATIVE NATURE OF REVENUE AND COST DATA FOR
SCHEDULED PASSENGER OPERATIONS, 1985
TABLE Al.l
REPRESENTATION BY ICAO REGION OF AIRLINE REGISTRATION
Revenue Data Represent Cost Data Represent
Region International Available Available
Scheduled seat-kilometres seat-kilometres
Available Number Number
Seat- of of

Kilometres airlines No. % of airlines No. 2 of

(millions) (millions) total (millions) total
ALL 905 476 85 749 314 83 81 740‘799 82
Africa 49 248 14 25 134 51 12 21 234 43
Asia/Pacific 218 255 16 182 227 83 16 182 227 83
Europe 324 989 21 277 873 86 20 273 347 84
Middle East 58 662 4 29 647 51 4 29 647 51
North America 193 171 14 188 275 97 13 188 187 97
Central America/
Caribbean 27 563 8 20 153 73 8 20 153 73
South America 33 588 8 26 005 77 8 26 005 77

Source: ICAO,.Form A-l.
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TABLE Al.2

REPRESENTATION BY INTERNATIONAL ROUTE GROUP

Revenue Data Represent Cost Data Represent
Route Groups % of total % of total
(short title) Number of scheduled Number of scheduled
airlines seat-kilometres airlines seat-kilometres
I. All World International

Routes 85 83 81 82

II. International Route Groups:
1. North-Central America 10 75 i 9 - 75
2. Central America 6 66 6 66
3. North America 12 85 12 85
4. North-South America 17 90 17 90
5. South America 8 65 8 65
6. Europe 19 76 18 74
7. Middle East 6 64 6 64
8. Africa 12 66 10 55
9. Europe-Middle East 22 71 21 70
10. Europe-Africa 31 67 28 62
11. North Atlantic 36 92 33 92
12. Mid Atlantic 12 73 12 73
13. South Atlantic 13 92 13 92
14, Asia/Pacific 18 71 18 71
15. Europe-Asia/Pacific 32 81 31 80
16. North/Mid Pacific 11 92 11 92
17. South Pacific 8 97 8 97

Source: Timetable Analysis.,



TABLE Al.3

REPRESENTATIVE NATURE OF REVENUE DATA FOR NON-SCHEDULED PASSENGER OPERATIONS,
1985, BY ICAO REGION OF CARRIER REGISTRATION

International Nom-Scheduled
Passenger-Kilometres Performed

Revenue Data Represent

(millions)
All Carriers International Scheduled Airlines Other Carriers
Region
By By inter- By Number Passenger-kilometres Number Passenger-kilometre Number Passenger-kilometre
all national other of passenger of performed of performed
carriers | scheduled | carriers carriers carriers carriers
airlines No. Z of No. % of No. % of
(millions) total {millions) total (millions) total
ALL 112 813 45 093] 67 720 64 34 647 31 50 11 467 25 14 23 180 34
___________________________________ T T e L L Ll T S S L PR - e e e =
Africa 2 684 2 683 1 10 1 188 44 10 1 188 44 - - -
Asia/Pacific 2 063 1 834 229 11 1 168 57 11 1 168 64 - - -
Europe 91 059 29 074 61 985 25 27 863 31 14 5 994 21 11 21 869 35
Middle East 1 590 1 590 Y 1 3’ Y/ 1 3 b - - -
North America 13 934 8 639 5 295 8 3 436 25 7 2 231 26 1 1 205 23
Central America/ ‘
Caribbean 960 960 1/ 3 217 23 3 217 23 - - ~
South America 523 314 209 6 272 52 4 166 53 2 106 51

Source:

Note: 1.

ICAO, Forms A-1l and A-2,

Less than 0.5 million.
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TABLE Al.4

REPRESENTATIVE NATURE OF REVENUE DATA FOR SCHEDULED FREIGHT AND MAIL SERVICES,
1985, BY ICAO REGION OF AIRLINE REGISTRATION

International Freight Revenue Data Represent International Mail Revenue Data Represent

Scheduled Scheduled
Freight Tonne-kilometres Mail Tonne-kilometres

Tonne-Kilometres performed Tonne-Kilometres performed
Region Performed Number Performed Number
of No. % of of No. Z of
(millions) airlines |(millions) total (millions) airlines (millions) total
ALL 29 412 86 25 076 85 1 858 79 1 681 90
Africa 1 092 14 541 50 45 14 23 51
Asia/Pacific 8 589 16 7 154 83 299 15 263 88
‘Europe 11 589 21 10 868 94 743 19 652 88
Middle East 1 808 4 627 35 54 4 39 .12
North America 4 841 13 4 754 98 665 13 663 100
Central America/

Caribbean 198 7 159 80 10 6 6 60
South America 1 295 11 973 75 42 8 35 83

Source: ICAO, Form

A-l.

9¢
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APPENDIX 2

METHOD OF ANALYSIS AND MARGINS OF UNCERTAINTY

Method of Analysis

1. General. Data sources in general are discussed in Appendix 1. All
airline financial data were initially adjusted where necessary to represent the
calendar year 1985, and converted where necessary from local currency to United
States dollars. For currency conversions, use was made of the exchange rates
provided by States in their reply to the questionnaires. In those cases where
an exchange rate was not supplied the average monthly exchange rates for 1985
published in the United Nations Monthly Bulletin of Statistics were used.

2. Prior to detailed analysis all financial and operational data were
verified (a) as to mutual consistency and as to consistency with data for
previous years, (b) with information provided on statistical reporting forms
regularly submitted to ICAO, and (c) with data obtained from a computer analy-
sis of published timetable material (see Appendix 1).

3. Analysis of available revenue data. Scheduled and/or non-scheduled
passenger, freight and mail revenues for each international route group,
together with corresponding volumes of traffic and capacity, as well as inci-
dental revenues attributable directly to international scheduled services were
obtained for individual carriers directly from the revenue questionnaires des-
igned for this purpose (facsimiles of the revenue and the cost questionnaires
are included in Appendix 3). This information for individual carriers was
aggregated for each route group to obtain weighted average revenues per pass-
enger-kilometre and per seat-kilometre (for passenger traffic) or per
tonne-kilometre performed (for freight and mail traffic). In the case of
scheduled operations the data for individual airlines, and hence the average
unit revenues, include allowance for discounts, pro-rates, etc., but generally
exclude deductions for commission payments.,

4, Analysis of available cost data. Cost data are obtained and analysed
only for international scheduled passenger airlines. While most scheduled (and
non-scheduled) carriers maintain revenue and traffic data on a route by route
and/or route group basis, far fewer maintain cost data in a correspondingly
disaggregated form. Hence, in order to present data which are generally rep-
resentative of scheduled passenger airline operations in each region of the
world, and at the same time minimize the reporting burden on States and their
airlines, a questionnaire was designed in which the requirement for dis-
aggregation of system-wide operating costs was both sparing and in line with
practices followed by a majority of airlines. The cost data obtained for indi-
vidual airlines through this questionnaire were subsequently allocated by the
Secretariat among route groups (as necessary, that is where an airline operated
on more than one route group) using the analysis of published timetable
material.

37



38

ICAO Circular 206-AT/81

TABLE A2,1

PROCEDURES USED TO ALLOCATE INDIVIDUAL AIRLINE COSTS
AMONG ROUTE GROUPS

Categeiy of Cos®s

A. Costs Related Primarily

to Aircraft Type

3. Costs Related Signifi-
cantly both to Aircraft
Type and Geographical

Ares of Operatiocn

C. Costs Related Signifi-
cantly to Volume of
Traffic or Volunme of

Capacity

ote:

Cost item references (1.1, 1.2, etc.) sre those used in the cost questicnnaire (see Aopendix 3).

1.1

1.2

I.3

1.4

IL.1

I1.3

I1.4

1II.1

111.2

II1.3

III.4

III.5

17.1

Coss Iteg!

Flight operation ex;ezses, ~ |

excluding fuel and oil costs

Aireraft maiatenasce and
overhaul expeanses

Aircraft depreciation and
amortization costs

Interest charges on aircraoft

Aircraft fuel and oil costs

Landing and associated
airport charges

Ea-route facility charges

Other station expenses

Passenger service costs

Commission payments

Otber ticketing, sales
and promotioa costs

General and adaministra-
tive expenses

Miscellanecus operating
experses

Balance of miscellaneocus
son-operatiag items
(excluding pavments from
public funds & balance
of income from sffiliated
conpanies)

Airlioe Data
Input to the Study

System-vide costs aund system—
| wvide block hours flcwa for
each sircraft type operated

Either:

a) Costs by geographical asres

of operation, or
®) Costs dy route group (oo

o sllocation to Toute group
necessary), or

¢) Costs by aircraft type

| Systez-wide costs

-

the Reporting Guidelines on the verso of the cost questionnaire.

1I.1

I11.2

11.3

Cost
Allocation Criteria

I.1 - 1.4 Kumber of block hours

flown by esch aircraft
type on each route group

Fuel consumption by each air-
craft type in each area of
operation

Maxioum take-off veight times
number of departures for each
sircraft type in each area of
operation

Kaximum take-off veight times
number of block bours flown
for esch aircraft type in
each area of operation

Maxioum paylosd times number
of departures for each
sireraft type in each area of
operation

II11.1 Number of seat-hours on each
route group
I11.2 Total revenue earned {rom
- each route group
II1.3 Total revenue esrned from
each route group
II1.4 - IV.l Number of tonne-kilo-
metres periormed in
each route group
—

The items themselves are dercribed in
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5. The cost data obtained for an individual airlime, and the procedures
used for allocating these costs among the route groups on which the airline
operated, may be divided into three broad categories, as shown in Table A2.l.
Firstly (A) operating costs which for a given airline and a given aircraft type
may, for this purpose, be considered as independent of where the aircraft is
flying. Secondly (B) operating costs which are significantly related both to
aircraft type and to geographical area of operation. And thirdly (C) operating
costs and pertinent non-operating items which may be related only in part to
aircraft type or to the region in which they are incurred, but which are re-
lated significantly to the volume of traffic or the volume of capacity in each
route group.

6. Costs in the first category (A) were obtained from the data for each
airline as an average system-wide cost per aircraft block hour for each
aircraft type used in international scheduled service. The costs for each
route group were calculated according to the number of block hours flown by
each aircraft type on that route group.

7. Costs in the second category (B) were recorded for each airline by
route group or by geographical area (or in a few instances by aircraft type).
Where recorded by area or by aircraft type, data were adapted to obtain corre-
sponding data by route group using appropriate operational criteria (such as
consumption in the case of "aircraft fuel and 0il"). The relationships between
route groups, geographical areas and aircraft types in terms of operational
data were available from the computer analysis of timetable material.

8. Costs in the third category (C) were recorded as system-wide totals
for the operations of each airline. These costs were disaggregated into route
group costs using a suitable allocation parameter for each cost item. The
allocation parameter devised for each item bears a direct or indirect relation-
ship with the volume of traffic or capacity in each route group. In the case
of "Commission payments” and "Other ticketing, sales and promotion costs", the
allocation parameter used is the total revenue earned from each route group,
thereby including effects both from traffic and from regional differences in
revenue yields (and hence regional differences in ticketing, sales and pro-
motion costs).

9. For some airlines, cost data within the three categories were re-
ported relating to domestic operations and/or international non-scheduled oper-
ations as well as to international scheduled operations. Such costs associated
with domestic and non-scheduled operations were subtracted using the same allo-
cation procedures as were used to distribute costs among route groups.

10. As far as data for individual airlines were concerned, total costs
for the scheduled international passenger flights in each route group were
estimated by summing the itemized costs allocated to the route group. Finally,
costs allocable to the carriage of freight and mail on passenger flights were
deducted from these total costs to arrive at passenger costs. For this purpose
it was assumed that the cost of carriage of freight and mail on passenger and
combination aircraft on a route group was equal to the freight and mail revenue
from operations of these aircraft.
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11. Estimates of revenues and costs for airlines for which financial data
were not available. The procedures described above lead to the production of
total revenues and (for international scheduled passenger traffic) total costs
on each route group by airline region of registration for all those carriers
for which the basic financial data were available. In most cases, this fi-
nancial data base did not include all carriers operating. However, for sched-
uled passenger traffic, estimated revenues and costs presented in this study
are formulated to cover all airlines operating on each route group.

12, In the case of revenues the reported average revenue yield per pass-~
enger—-kilometre for airlines registered in the same region within each route
group has been applied to the total revenue passenger-kilometres for all air-
lines registered in that region operating on the route group.

13. In the case of costs the estimates for non-reported airlines have
been based on cost data for reported airlines from the same region of regis-
tration for the route group, but also take into account differences in the
operating characteristics of the two groups of airlines concerned (including
differences in load factors). With respect to the costs in category A (see
Table A2.1), the average costs per block hour for the aircraft of airlines for
which cost data were available were applied to the hours flown by the same air-
craft types by non-reported airlines from the same region of registration, thus
taking into account differences in aircraft fleet, in block speed and in seat-
ing configuration. Costs in the categories B and C were similarly estimated on
the basis of criteria parallel to those used in allocating costs of individual
airlines among route groups.

14, For some route groups where airlines of a particular region have a
very low representation (such as Africa), estimates were included of the rev-
enues and costs of major non-reported airlines on the basis of data provided
for previous studies as well as data regularly collected for ICAO Digests of
Statistics,

Margins of Uncertainty

15. General., It is important to recognize that the revenue and cost data
presented in this Circular are not perfectly defined quantities, but involve
margins of uncertainty. Such margins of uncertainty are inherent in any pres-—
entation of airline financial data which covers a multiplicity of currencies,
which involves disaggregation of system-wide revenues and costs, or which has
an incomplete data base. Hence an important feature of the method used in this
series of studies has been to identify and evaluate the various sources of
uncertainty for the purpose of establishing the degree of precision in the
published data and hence the constraints on drawing conclusions from these
data. The evaluations concerned were carried out by means of statistical
analysis of detailed airline data and by means of tests as to the sensitivity
of the published data to the procedures used in the study. The resulting
assessments of margins of uncertainty in average unit revenues, average unit
costs and average revenue/cost ratios published in this study for scheduled
passenger traffic in 1985 are presented below.
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16. Estimates of unit revenues. The margin of uncertainty on the esti-
mated unit revenues for a route group arises from limitations on the quality of
reported data, from exchange rate fluctuations and, for scheduled passenger
traffic, from the assumption that the average yield for non-reported airlines
is the same as that for reported airlines on the same route group. An analysis
was carried out to evaluate each of these sources of uncertainty and their
cumulative effect, thus producing composite margins of uncertainty for the
various route groups. The conclusion was that the estimated scheduled pass-
enger revenue per passenger-kilometre for almost all the route groups presented
can be relied upon to + 6 per cent, except for routes "between and within
Central America and the Caribbean" and in "local Africa" which fall just out-
side this range. A significantly narrower margin of uncertainty applies for
those route groups where the representation was relatively high. On a global
basis, taking into account all route groups as a whole, the margin of uncer-
tainty is reduced by compensatory effects and by scale, and is estimated at + 3
per cent.

17, Estimates of unit costs. The estimates of unit passenger costs for a
route group contain similar elements of uncertainty as those for passenger
revenues, plus further elements which arise from the need to allocate costs
among route groups according to standardized procedures. These additional
sources of uncertainty arise because:

a) the generic nature of some cost items (for example general adminis-
trative costs) makes their allocation among route groups a matter of
convention; and

b) even for those cost items which are regionor route-specific, the
standardized allocation procedures do not take into account the
detailed conditions under which individual airlines operate.

18, As for the revenue data, a composite margin of uncertainty was de-
veloped in respect of the average unit costs for each route group and for all
route groups together. The margin of uncertainty on the estimated scheduled
passenger costs per passenger-kilometre for each route group presented is
considered to be within + 10 per cent. Costs for routes "between and within
Central America and the Caribbean" fall just outside this range, while those
for route groups with high representation show a somewhat narrower margin of
uncertainty. On a global basis, taking into account all route groups as a
whole, the margin of uncertainty in the average costs per passenger-kilometre
is estimated at + 5 per cent.

19. On route groups where the margin of uncertainty approaches + 10 per
cent the contribution of different sources of uncertainty is approximately as
follows:
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Relative contribution to
Source of uncertainty margin of uncertainty

Incomplete cost data base 3
Generic nature of certain costs

and use of standardized allocation

procedures 3

Fluctuations in currency exchange
rates 2

Other (primarily imperfections ia

reported data) 2
All 10
20. Much of the uncertainty arising from the generic nature of certain

costs is inherent and cannot be influenced (see paragraph 17), and little can
be done to reduce the uncertainty arising from fluctuations in currency ex-
change rates. A major factor in these studies is therefore getting as much
coverage of financial data as possible, while at the same 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 preseanted in Table III.1 of Chapter III). Estimates of indi-
vidual 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
cost figures for a route group are to some extent inter-dependent; in other
words, 1if the revenue on a route group is over-estimated, the cost figure is
also probably over-estimated. This circumstance reduces the margin of un-
certainty 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
revenue/cost ratio for individual route groups in this study is estimated at #:
5 per cent, and for all the route groups together it is estimated at * 2 142
per cent.




I. Facsimiles of Questionnaires and Attachments

APPENDIX 3

QUESTIONNAIRES RELATING TO REVENUES AND COSTS

QUESTIONNAIRE ON REVENUES OF INTERNATIONAL SCHEDULED AND NON-SCHEDULED AIR CARRIERS

(Reporting Guidelines and Route Group Descriptions Overleaf)

CARRIER MAME:

CALEWDAR PERIOD:
12 MouTRS PROX ™

EEPORTING CURRENCY (US$ OR MATIOWAL):

ERCRANGE SATE BETVEEN NATIOWAL
CURRENCY AWD_THE US_DOLLAR
DURING PERIOD: 1 US$ =

TO"AL TOTAL
DOMESTIC
SERVICES

ALL SEWICES

(DOMESTIC
PLS
INTERNATIONAL)

TOTAL
INTERNATIONAL
SERVICES
(TOTAL FOR

ROUTE GROUPS
11017

IRTENIATIOBAL SERVICES BY ROUTE GROUP

Between North Americe and
Central Americe/Caribbean

Between and within Central

Americs and the Caribbean

and the United States

Betveen Canada, Mexice

Between North America/
Central Americs/Caribbean
and South America

Local South Americe

Local Europe

1 8 9 10 1

Betveen Europe and Middle East
and Africe

Local Middle Bast
Local Africe
Betveen Burcpe/Middle Dast

florth Atlantic

12

Mid Atlantic

13

South Atleatic

1k

Local Asia/Pacific

Africa and Asia/Pacific

Between Rurope/Middle Rast/

16

North and Mid Pacific

17

South Pacific

P ger treffic (including emcess begomge)

b) freight treffic

c) mail traffic

d) other

1.2 Corresponding volume of Traffic and Capacity
a) passenger—kilometres (aillions)

b) seat=kilometres (millions)

c)  freight tonne—kilometres performed (millions)

d) mail tonne~kilometres perforsed (thousands)

-+

e) available tonne—kilometres (millions)

1.3 nxc& Services Only
luded in I.1 end I.2 adove)

a) revenue (total)

b} tonne-kilometres performed (millions)

SECTION 11 - NON~SCHEDULED OPERATIONS

e et — LI

1I.1 Reverwe

a) passenger traffic

b) freight traffic

11.2  Corres Volume of Traffic anc Capacit

a) passenger-kilometres (millions)

b} seat-kilometres (millions)

€) freight tonne-kilometres performed (millions)

d} available tonne=kilometres (millions)

Remarks (Include description of any deviations from Reporting Guidelines and Route Group Descriptions overleat.)
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GENERAL
a) This questionnaire is to be returned completed by ICAD Contracting
States for each of their major (international scheduled and

non-scheduled lit carriers (including any all-cargo carriers). The

d will o mad blic in such way as to
E!I!li_ 1dgnt1£1cgtlau of individual operators Information
provided should be the total amount for a l2-mont h period as close
as possible to the calendar year specified in the covering State
Letter, with the period being identified in the space provided. It
is recognized that, in order for your reply to reach ICAO by the
date ipndicated inm the State Letter, finmal audited financial data
may oot be available, but preliminary dats are acceptable.

b) Data for all-cargo sircraft operations should be included in the
relevant sections of the questionnaire. Data for scheduled
services with such sircraft should be included in Items I.l and
1.2, and specified under I.3 if possible.

e) Financial dats may be provided either in termws of national currency
or in terms of U.S. dollare. In either case the weighted aversge
snnual exchange rate used or to be applied to convert national

currency into U.$. dollars should be specified in the space
provided.
d) A brief description of each financial data item is given below; for

more detailed definitions see the Instructioms for completion of
ICAQ Aift Traosport Reporting Form EF-1, for airline Financial
Data. For definitions of traffic and capacity dats items see ICAQ
Air Transport Reporting Form A-l for airline Traffic data.

e) Descriptions of the route groups, which are based oo those used by
IATA's Cost Committee, are also given below, followved by guidelines
on allocating dats amongst them.

SECTION I - SCHEDULED SERVICES

For Items 1.l a) to I.l ¢) and 1,3 a) report gross revenues related to
scheduled flights before capacity equalization payments arising from
pooled services and from the sale of own capacity to other carriers.

For Item I.1 d) Other revenue is intended to jioclude on & pet basis
capacity equalization psyments arising from pooled services and from the
sale of own cspacity to other carriers; and on a gross basis (with related
expenses reported under the relevant expense item, indicate where
different) incidental revenues accruing from air transportation services
such as revenues from psassengers paying less than 25 per cent of the
normal applicsble fare; commissions received on sales of transportation on
other carriers; "no-show" and cancellation fees. Exclude revenue accruing
from the provision of services other than for air transportation, such as
for surface traosportation; food services; service and maintenance sales,
handling services for third parties; and property.

SECTION Il - NON-SCHEDULED OPERATIONS

Include revenue derived from all non-scheduled flights performed for
temuneration, including empty flights related thereto, when the
responsibility for the performance of transportation is that of the
carrier reported.

DESCRIPTIONS OF ROUTE GROUPS

L. Between North America and Central America/Caribbean

Includes routes between on the one hand Canada and/or the United
States (including Alaska and Hawaii) and on the sther hand Central
America and the Caribbean. Routes between the United States and
Puerto Rico/Virgin Islands are considered domestic and are
excluded. Central America/Caribbean is defined as the geographical
area covered by route group 2 below but excluding Mexico.

REPORTING GUIDELINES

Between and withi i h

Includes routes between or among the Bahamas, Belize, Bermuda,
Costa Rica, El Salvador, Guatemala, Honduras, the islands of the
Caribbean Sea (including Puerto Rico and the Virgin Tslands),
Mexico, Nicaragua and Panama.

Between Canada, Mexico and United States

Includes routes between or among the above States. The United
States includes Alaska and Hawaii but excludes Puerto Rico and
the Virgin Islands.

Between North America/Centr i Caribbean an h

Includes routes between the geographical areas defined om the
one hand by route group | and/or Mexico and on the other hand by
route group 5 ("Local South America”).

Local S ric

Includes routes between or among the following States:
Argentina, Bolivia, Brazil, Chile, Colombia (including San Andres
Islands), Ecuador, Falkland Islands (Malvinss), French Guiana,
Guysna, Paraguay, Peru, Suriname, Uruguay and Venesuela.
Locs] Eugope

lacludes routes between or aemong the States of geographical
Europe, Algeria, Azores, Canary Islands, Creenland, Iceland,
Madeira, Malta, Morocco, Tunisia snd Turkey.
Loca] Middle Eaet

Includes rToutes between or among the following States:

Bahrain, Cyprus, Democratic Yemes, Egypt, Iran (Islemic Republic
of), Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi
Arsbis, Sudan, Syrian Arab Republic, United Arsb Emirates and
Yemen.

Local Africe

Includes routes between or smong the States of continental

Africs and offshore islands, but excluding Algeris, Azores,
Canary Islands, Egypt, Madeirs, Mslta, Morocco, Sudan and
Tunisia.

Between E and Middle E

Includes routes between the two geographical areas defined by
route group 6 ("Local Europe") snd route group 7 ("Local Middle
East") respectively,

Between Europe/Middle East and Africa

Includes routes between on the one hand the geographical areas
defined by route group 6 ("Local Europe™) and/or route group 7
("Local Middle East™) and on the other hand the geographical area
defined by route group 8 (“Local Africa").

North Atlantic

Includes routes between on the one hand Canada and/or cthe
UYnited States {including Alaska and Hawaii) and on the other hand
the geographical areas defined by IATA Tariff Conference 2
{"Local FEurope" and/or "Local Middle East" and/or ‘'Local
Africa™).

12.

13.

16.

17,
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Gid Atleati

Includes routes between on the ome hand gateway poimts. im the
geographical aress defined by route growp 2 ndlor foute growp 3
("Local Sduth.America®™) and om the
other haiad ™ the geographical sreas dcﬁ.nd by IATA Tariff
Conference 2 (“"Local Rurope™ aad/or "Local Niddle East™ and/or
"Local Africa“).

South Atlaptic

Includes routes-between oo the ond hued Bid ‘d¢¢ Jameire or aay
other gatevay south thereof im route group 5 ("Local South
America”) and on the other hapd the .nngrlyhicll areas defjimed by
TATA Tariff Conferesca 2 ("Local Europe”. aadler "Leesl Uﬁlp Rast”
aod/or "Local Africa").

Local Asia/Pacifi

Includes TATA Tariff Conference 3, that is istersstiossl zowtes
within Asia to the east of the Islamic Republic of Ires gad of the
Ural Mountains, Australia, MNew Zealand, Pspus Few [ » the

islands of the Plctflc Ocesn excluding thn Bawsiian Islands, Widwey
and Palmyra.

5 3 Middle East/Afri L Asia/Pacifi

Iocludes routes between the geographical areas definmed ‘y IATA
Tariff Conference 1 on the ons bhand and thet defined by IATA Tariff
Conference 3 on the other hand.

Forth snd Mid Pecific

Includes routes via the Morth sad Cemgrel: Pecific Ocgen hetwees
on the one Wand points in the. Americas (fhmg is l.l‘!l Yarift
Conference 1) #dd o the other bhasd Asis asad/or the isleade
adjsceat thereto 'lthat is IATA Teriff cp!ugnu 3 “f

Australis, Mew Zealand, Fepus Bew Guimss and the islepds
South Pacific).

fSouth Pacific
Includes routes via the South Pacific Ocesn between om the ome

hand points in the Americas (that is IATA Tariff Conference 1) and

on the other hand Australia, New Zesland, Papus New Cuinea and the
islands of the South Pacific.

ALLOCATION TO ROUTE GROUPS

All dats referring to domestic legs of international operations should be
included as international in data for the route group concerned. Aoy
service with a single flight number should be allocated to the route group
which covers travel from the point of origin to the point of destination.
For example, a flight Zurich-Geneva-Abidjan-Dakar should be reported as a
Europe/Middle East-Africa flight (in route group 10) and not split between

domestic,
differences.

Also

Europe-Africa and Local Africa. Specify all reporting

specify any services which fall into more than onme route group,

including the criterion used for allocating data amongst the route groups
concerned.
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QUESTIONNAIRE ON COSTS INCURRED BY INTERNATIONAL SCHEDULED AIR PASSENGER CARRIERS
(Reporting Guidelines and Geographical Descriptions Overleaf)

PERIOD: 12 WOWTHS FRoW ™

EEPORTING CURREMCY (US$ OR NATIOWAL): ’
TOTAL AOUNTS POR CALPNOAR PERIOD

JECRASCE RATY DETVEEN KATIOMAL
CORREWCY AND THE US DOLLAR DURINC PERion: 1 08§ =

oM 1 - D I = :l.l ?

| P

Sea Cenerel Moty b) alewve and check bux(es) if cost dets In this
Section include: l—u:D -PIMIdD

1.1 Flight operations erpenses, scluging fusl gn¢ of) COSts --»:cessese

1.2 ™ and rhaul T T seasssssessnsssrrtaasananane

1.] Depreciation ami smsrtisation COMEE.....cesarersranssnssasassnsnacnsss

I.4 INCErest chorg@d.cccsccierssssnsssaransssnnnnns eissns srsansasisssnnnins

1.5 Revenus block hours:

a) oparated on interrational sCheduled services..... Feessstasesesunen

B} operated on internatlonsl Mo scheduled BOTVICEB..svve srvessnnss

c) operated on domestic sarvices. ..... B L LT T T TP

d) total all servloms....cccenio i iirassrnrscnnrnnrnnnsssaranannnas

NORTH COMRAL NERICA/ soutH omart DoLE ¥ ASTA/
SECTION LI - TING MEA  icieannas NTRAICA CARIBaLAN NERICA LAST ACEL PACLYIC
) 1am ROUTL)

LR T-7 ) (R
See Genmrasl Mote b) above end chack box(es) 1f deta in this
Section include: Domestic [] tomscheduled [
11.1  Alrcraft fuel and ©l)...... LR e L T
12.2 landing and sssociated alrpart charges........ wmsssssisesssressannannn

-

11,0 Moute Facility CRATEEE «cciviiiiiiiiiinannsanasessssiasssnnsnnsnnnn

1.4  SALLION GEDMMBEE coreserrsssanu aniaasinaraasrant s a e an e iananas

SECTION 111 - OTHER OPERATLNG EXPENSES ALL AREAS
Bemarks (Includs descriptios of say deviations from Reporting Guidalines and Geographical

Ses Ganaral Mote b) above and chack boxies) if data in this Sectlon Degcriptions overleaf.)
include:  Domestic [] ton-Scheduled [T

111.1 Passenger services (including Cable attendants) . ...vee.susesuriannnnss

111, Commission pawents ... ceveevcninnnnann asissrasasnsenaananes esssasss

111.] Other ticketing, 84)es aNd PIOMOVION ..\ uviuevcsecncnnrssannanasnnnne

111.4 General and administrative seee.....ceen.en sreserarsaasnersansasnneS

111.5 wiscellaneous operating expensex R s .

SECTION 1V = BALANCE OF MISCELLANEOUS WON-CPERATING ITENS ssssssiessnnnunns

iHote: + = peverne, = = expense)

JOTAL = SECTIONS I TO IV weuesovsassaccmsssasanccanrs
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S ety
CLFEMY

s) This questionusire is to be retursed cowpleted by 1CAD Contracting

Scates {or each of their sirlioes that provide intersstiomsl

#cheduled 2ir passemger services,

individus) operators Information provided should be the toral
smount for & 12-month pericd as close 88 possible to the calepdar
year specified in the covering State Letrer, with the period being
shentified im Ube wpate provided, Ly i tecogoived that, in order
for your reply to reach ICAO by the date ipdicated in the State
Letter, finel gudited finsmcial dsrs ®may not be aveilable, but
preliminary datg sre acceptable. Similarly, if full jaformatiom is
not availdble for spy Sectiom of the questiognaire, partial anmd/or
sygregated data would be sppreciated.

b All date provided ahould prefersdly refgr oply o _isternatioss)
schedyled sec¥icgn. Should carriers not be gble to bresk out such
informatioe swparstely, the domestic and/por noa-scheduled data
should be included; the sppropriate box(es) st the beginming of
each Section should then be checked, Data refgering ta domestic
legs of  imtermstionsl  services should be included ag
interpationsl. Jodicate amy excepticps.

c) Financia) data may be provided either in terws of nstioceal currency
or im tetws of 0.5, dollars. [m either case the wejghted svarage

dnmual eSchange rate used or to be Spplied to cowvert matiosal
currency isto U.5. dollars sbeuld be apecified is the space
provided .

d4) ALl expetse, revenue and opersting dsts relsting to freight and

-i.‘l. iecluding rbose for all-cergo airerafr operstioms, should be

where relevant is the questionnaire. Expenses imcurred

for the provisicm of seervices co other airlipes such as
saintypsnce, bandling snd caterisg should be gycluded.

e) A brief descriptiom of esch dops item iy givem pelow. More
detailed definitione of (icamcigl data itews are givem is the
Tostructions for completion of ICAO Aiy Tramsport Feporting
Porm EF-1, for airline FPinancial Dats.

SECTION I - EEPEMEES AND OPERBATING DAXA BY ALRCRAFT TYPR

Beport for all sizorals types waed, wherher compinstiom of all-cargy,
using mode] desigmation (e.g. AJDD-BA, BCLO-IOCY, Boaing 747-2000).

1.1 Flight operation expenses, i + This jitem
comprises flight crew salaries spd expeases, [light equipment
insuranc#, rental of flight equipment (wmclyding ssy paymests made
under aircraft copital or fimamce lgase arrgegements), flight crew
training, amd other flight expetses excluding those covered by
ttema 1.7, 1.3, 1.4 aad LL.1.

I.7 Maiotensfice and averheul! expomocs, here a)l expepves
incurred for tbe repsir, overbayl and paiotessnce of flight
equipsent, isclwding payments go ourgide coprrectors  and
wasufgccurers. BEclude expemasns jncvrrad for the provisios of
wmaintgpsdce and overbaul services to otber ajrlines.

1.3 Depreciafion apd Wmortizstiom costs. Incorporste gll such costs
telating to flight equipment, imcluding deprecistion charges for
sircraft scquired through capital or finance lease arvangements.
Depregiastion of gfound property asd equipment should pe included if
possible usder the sppropriste hesdings or in Itew I17,5.

1.6 Taterest c<hatges, Include here grows ibterest charges on loans for
the purchasr of Flight equipmenr, ipcluding the intergst element of
sircraft finsaciog leases. lnterest charges oo other loans or
overdraffs shoyld be reported tet wnder Item JII.5,

p & Revenue block hours. Provide dpts by pirvcraft cype wherever
possible, even where disaggregated cost dats for this Section are
not available,

SECTION 11 - OPERATING EXPENSES BY GEOGRAPMICAL AXrA
Geographical Aress gre described belov. Dats for this Section may
slternatively be reported by rowte group in @#ccordaace with the

dencriptions sphesting in the anveociated questionoaire
which case plezse specif? each route grovp).

on reveoues (ip

1.1 Aitcraft (uel gad oil.
duties and taxes.

Include through-put charges, poo-refundable

11.7  Llandigg snd asmotisted aitport charges. (oclude at! charges and
fees related to #Mir traffic operations which are levied sgainet the
sirline for services provided at the sirport for landing charges,

passengir and carko fees, Recurity, parki g and hangsr chargeas.

L.}  BRoute facility charges, lacluwde »11 fees levied sgaimst the

#icliwe for tde provieiom of rovte CFacilitiee #8 services.
Where a single charge is levied for both amirport =sd rowte
facilities, the ssount shovld be raported usder Ites 11.2,

4 81} expemses  incwyied  lpuseengar
end/or cargo) for craffic hemdlivg end sircreft losdisg asd
servicing, iscluding payments to outside comtracfofs.

txpeases incirred for eales staff at airports (to pe iscleded
under ltew IT1.3) and for the handling and servicisg of graffic
and aircraft of other sirlines.

SECTION [i[ - QURER OPERATING KEPREEES

Prasanger sacvices, Iacluds o)] expessrs iscwired for the
provigion of passesger services (inclwding pay, ellowences ond
tapesses of cabin satemdssts awd orber paseeiger service
numl} pr for " liabiliry @ad seccident
insurence paid by tpe airliu. sxpenses of haadling passesgers
imcurred bucawsr of cancelled sed delayed fligWts. Rxclads
txpanses incursed for the provisien of pesesngst etvies? te
other sirlines,

116 Stmice

L.l

Commission payments, (acledy commiegions dk te um
parties for the sele of trassportation oa the .l.-‘ull'o services,
prefecsdly os ¢ grogy basis (specify whers diffecent).

Other ticketing, sales and prowstiom. Inclede 211 expiases
Telated to these three functioss, imcleding staff, Sccommedstiss,
reservations, gnd advertising/publicity.

111.2
113.3

111.4 Gemersl aod admimisrrative. Tsclyde all expewee? iscurred is

performing the geoeral and sdmiglotrative fenctions of the
nirlioe. Overbesd costs dizecily felsted 1o specific Cwectioms

:uu preferably be allocated slvevhere usder tha spprepriste
ading .

111.5% Wiscallameous operating eapamses. stpmses
which could wnot be sevigoed elosvbers in Beceirme 1 o 311,
Include bhere net ingerest charges on losms and Overdrafts mot
relsted to the purchase of flight equipment [see Irem I.4),

SIGY108 1V - BALANCE OF MISCELLANEOUS BON-OPRRATLEG LTENS

jacluds profits and losses from retirvment of property &md equipwmest,
foreige exchasge tramssctiops, and wmiscellameous mom-opfrating items.
gaclude paywents frow public funds snd balsnce of imcome from affiliated
companiye,

Intlude a1l operitisg

RRECRIFTIONE OF GEOCRAPRECAL SRELS
Polik duaKiis
Cansds o#nd Upited States, jscluding Mawaii asd Alaska but
excluding Pusrto Rico ssd the Virgin Iglands.
Csatral Amsrica/Cagibbean
Sahamat, Balias, Berswds, Cosrs Rita, B1 Balyedor, Custemals,
Honduras,

the islande of the Caribbesn B8ea (including Puerto Rico and
the "upn Tolands), Mexicq, Wicarsgua and fanams.

fouch Amsrise

Argentios, Bolivie, preail, Chile, Colowbia (iseluding Bas Apdres
T4lands), Ecuador, Palkland lelsuds (Malyinas), Prench Guisns, Cuyana,
Paraguay, Peru, Surivame, Urugusy and Venegzuels.
Rurope

Ceographical Rurope ond Algeris, Asores, Catary Islands,
Greenland, Iceland, Madeiry, Malta, Moroccoe, Tunisis and Turkey,
Hiddle Zasc

Bahrain, Cyprus, Democrstic Yemseo, fgypt, [vso {(Telewmic Republic

of), Irsq, Israel, Jordan, Fuwait, Lebanom, Owsn, Qatar,

Ssudi Arsbis,
Sudan, Syrisn Avab Republic, Usited Arsbh Emirstes sad Yemeo.

Africa

The covtioent of Africea and offshore islands, dut excluding
Algeris, Azores, Canary lglends, Egypt, Msdeirs, Malts, MNorocco, Sudsn
and Tumisia,
Asis/Pacific

IATA Tariff Conferep¢e 3 (includes Asia to the east of che
Islamic Republic of Iram apd of the Ursl Moustaisy, Hwstralis, Bew
Zealand, Papus Mev Guinea sod the islands of the Pacifjc Ocesm encluding
the lmnm islands, Midugy #md Palwyra).
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II. Respondents to Questionnaires

(Contracting States that provided replies to the air carrier revenue and cost
questionnaires issued under cover of State Letter EC 2/20.3.2-86/56 dated
27 May 1986).

Notes:

Algeria, Antigua and Barbuda, Argentina, Australia, Austria,
Bangladesh, Barbados, Belgium, Bolivia, Brazil, Cameroonl, Canada,
Chile, Colombia, Costa Rica, Cyprus, Czechoslovakia, Denmarkl, Ecuador,
Egypt, Ethiopia, Fiji, Finland, France, Federal Republic of Germany,
Ghana, Greece, Gulf States, India, Indonesia, Islamic Republic of Iran,
Ireland, Italy, Japan, Kenya, Kuwait, Lebanon, Lesotho, Madagascar,
Malawi, Malta, Mauritius, Mexico, Morocco, Mozambique, Nepal, Kingdom
of the Netherlands, New Zealand, Nigerial, Pakistan, Panama, Peru,
Philippines, Portugal, Republic of Korea, Rwanda, Saudi Arabia,
Singapore, Spain, Sri Lanka, Sweden, Switzerland, Thailand, Trinidad
and Tobago, United Kingdom, United Republic of Tanzania, United States,
Vanuatuz, Yaoundé Treaty States, Yemen, Yugoslavial, Z imbabwe.

1. Only revenue data, no cost data provided for the scheduled passenger air-
line concerned.

2. Only cost data, no revenue data provided for the scheduled passenger air-
line concerned.

- END -



ICAO PUBLICATIONS
IN THE AIR TRANSPORT FIELD

The flollowing summary gives the status and also describes in general terms the contents of
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
Annex 9 to the Convention) which are adopted by the Council in accordance with
Articles 37, 54 and 90 of the Convention on International 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 Recommended 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
information 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.









