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Australia’s major airports
Do not delete this return as it gives space between the box and what precedes it.
	Key points

	· Australia’s largest airport by passenger throughput is Sydney, servicing almost 35 million passengers in 2009‑10. In that same year, Melbourne and Brisbane airports serviced 26 million and 19 million passengers, respectively.

· Some of Australia’s airport terminals operate under a common‑user system, whereby all airlines ‘share’ the facilities provided. In other cases, airlines directly operate their own terminals under lease agreements with the airport.

· In addition to core aviation functions, airports are home to other commercial activities, such as car parking, retail and commercial tenancies.

· From 2009‑10 to 2029‑30, passenger numbers in Australia are expected to double, with Brisbane, Melbourne and Sydney airports each expected to cater for over 50 million passengers by 2029‑30.

	

	


Air transport is essential in Australia, owing to the distances between population centres and the absence of real alternatives for overseas travel. As well as facilitating the movement of passengers and freight, airports can be centres of economic activity in their own right. 
There are over 2000 airports and airfields in Australia, although only around 10 per cent receive regular passenger services for financial reward (known as ‘regular public transport (RPT) services’) (Airservices Australia 2011).

The terms of reference direct the Commission to focus on ‘the provision of passenger transport services at and surrounding main passenger airports in Australia’s major cities’. The Commission has included in this definition not only the various capital city airports but also regional airports with substantial RPT services, such as those at the Gold Coast and Cairns. 
This chapter provides an overview of the nature and operations of Australia’s major airports, and also of developments in the air travel market that influence demand for airport services. More detailed information on aspects of each of Australia’s capital city airports can be found in appendix B, and, where relevant, in the body of the report.
2.1
Australia’s major airports: an introduction

Measured by passenger throughput, Kingsford‑Smith Airport (Sydney) is Australia’s largest airport, servicing almost 35 million passengers in 2009‑10. At the same time, Tullamarine (Melbourne) and Brisbane airport serviced around 26 million and 19 million passengers, respectively. The other capital city airports and some regional airports also facilitate a large number of passenger movements, but at lower magnitudes (table 2.1).

Table 2.1
Australia’s 10 largest RPT airports
Passenger and aircraft movements, 2009‑10

	Airport
	Passengers
	Aircraft movements

	
	(millions)
	(thousands)

	Sydney
	34.5
	275

	Melbourne
	26.0
	188

	Brisbane
	18.9
	154

	Perth
	10.0
	81

	Adelaide
	7.0
	72

	Gold Coast
	5.2
	35

	Cairns
	3.5
	38

	Canberra
	3.3
	43

	Hobart
	1.9
	14

	Darwin
	1.6
	26


Source: BITRE (2010a).

While major airports have facilities to accommodate a variety of air travellers, there can be marked differences in focus. Canberra airport, for example, caters extensively for business travellers, whereas Gold Coast and Cairns airports are more aligned to the leisure market. All 10 airports are able to service domestic, regional and international passengers, although direct international traffic at Adelaide is limited (Canberra and Hobart airports currently do not offer international services).
Most major Australian airports are now privately owned with the progressive sale from 1997 to 2003 of airports formerly run by the Federal Airports Corporation. Their controlling companies are mostly owned by Australian superannuation funds. Sydney airport is 85 per cent owned by an ASX listed company, whose investors are Australian and overseas superannuation funds and retail investors. Some other airports, including until recently Cairns, as well as many smaller airports, are owned by either local or state governments. (The Queensland Government privatised the Cairns airport in 2009.)

The major Australian airports reported significant revenue and investment in 2010 (table 2.2). Details on the ownership structure, profitability and other aspects of each of major Australian airports can be found in appendix B.
Table 2.2
Revenue and investment at selected capital city airports
2010

	Airport
	Revenuea
	Investmentb

	
	$m
	$m

	Sydney
	901
	227

	Melbourne
	518
	137

	Brisbane
	424
	151

	Perth
	248
	66

	Adelaide
	149
	4


a As reported by earnings before interest, tax and amortisation. b Aeronautical capital expenditure reported.

Source: ACCC (2011a).
2.2
Inside a major airport

The operation of a major airport involves complex relationships between the airport operator and various entities, such as airlines, freight companies, private contractors and government agencies. Together they employ hundreds and sometimes thousands of staff. The services and facilities provided at an airport can be categorised as:

· aircraft‑related services and facilities

· terminals

· ground transport links

· other (non-aeronautical) commercial developments.

Aircraft-related services and facilities

A range of fixed physical infrastructure — such as runways, taxiways and hard‑stands — is necessary for the arrival, turnaround and departure of aircraft. Sydney airport has two main (parallel) runways that can be operated simultaneously, and a cross runway. Other major Australian airports tend to have one central runway and a cross runway (although, due to concerns about increasing congestion, construction of a parallel runway at Brisbane airport is under consideration). The provision and upkeep of runways, taxiways, aprons and aircraft parking areas, as well as airfield lighting and navigational aids, are undertaken by the airport operator.

Various other services and facilities are available at major airports to assist the efficient operation of RPT aircraft. These include refuelling and ground handling services, as well as hangars and maintenance facilities. These may be provided by the airport operator, the airlines or other specialist businesses.

To ensure the safe operation of civil aviation, airports seeking to host RPT services must first be certified by the Civil Aviation and Safety Authority. Some services are directly provided by government agencies, such as rescue and fire fighting services and air traffic control operations at airports (provided by Airservices Australia).
Most major airports also provide facilities for smaller aircraft operations (‘general aviation’), such as charters and Royal Flying Doctor Services and some, such as Darwin and Townsville airports, share facilities with the defence force.
Terminal facilities

The facilities and services provided at a passenger terminal can include check-in and baggage conveyance; security screening of passengers and baggage; departure lounges, retail outlets, public amenities, aerobridges and gates. Immigration, quarantine and customs processing are also provided for international passengers.

The configuration (and accordingly, cost efficiency) of passenger terminals vary across Australia’s major airports. Some airports, such as Sydney and Cairns, have separate international and domestic terminals. Others, such as Darwin and the Gold Coast, have a single terminal configured to cater for both domestic and international passenger processing. Airports may also provide different terminals (or different facilities within terminals) for ‘low‑cost’ carriers and ‘full service’ airlines. In Melbourne, for instance, Tiger Airways operates from a separate terminal that does not have expansive retail areas, corporate lounges, complicated baggage handling systems and aerobridges, among other things. 

There are two main models for the control and operation of passenger terminals. Some airport terminals operate under a common‑user system, whereby all airlines ‘share’ the facilities provided by the airport operator. The terminals at Adelaide and the Gold Coast airports are examples. Alternatively, airlines themselves can operate a terminal (and oversee the services provided within it) under a long-term domestic terminal lease (DTL) agreement with the airport operator (table 2.3).

Table 2.3
Domestic terminal leases at selected capital city airports

	Airport
	DTLs
	Expiry Date

	Adelaide
	None
	

	Brisbane
	Qantas and Virgin Blue (domestic terminal)
	December 2018

	Melbourne
	T1 (Qantas domestic terminal)
	December 2018

	Perth
	T2 (Qantas domestic terminal)
	2018

	Sydney
	T3 (Qantas domestic terminal)
	June 2019


Source: ACCC (2011a).
Ground transport links and facilities

Airports need to provide access to terminals for private vehicles, taxis and buses. Two capital city airports — Sydney and Brisbane — also have a passenger rail link.

To enable such access, airports must provide landside infrastructure facilities, including:

· terminal access roads
· car parks on the airport’s grounds (for passengers and staff)

· areas for hire car operators and valet services

· taxi and bus zones, and holding areas and associated amenities (such as toilets, recreation and prayer rooms)

· airport rail station passenger links

· covered walkways and lighting in landside areas.

The vast majority of passengers arrive at airports by private car (figure 2.1). All major airports provide pick-up and drop-off areas, as well as short-stay and long‑term car parks. Most major airports also have adjacent off-airport car parks typically serviced by shuttle buses, which provide alternative long-term parking (chapter 11).

Figure 2.1
Transport mode share at selected airports 2010a, b
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a( Figures at Perth airport are for domestic travellers only. b Off‑site parking figures unavailable for Adelaide, Brisbane and Sydney airports. c Melbourne airport rental car proportion is included in the ‘private car drop‑off/pick‑up and on‑site parking’ figure.  d The 2010-11 transport share for the Sydney train is 14 per cent.
Data source: Tourism and Transport Forum (2011).
A particular ‘bottleneck’ at most airports is the limited kerbside space immediately in front of a terminal. Many vehicles seek access to this space — taxis, buses, limousines and private vehicles — in order to quickly pick-up or set-down passengers. Airports often set tight restrictions on the use of this space that reflect demand management and security requirements. Some airports have increased the amount of kerbside space by providing multiple (parallel and/or split level) roadways in front of their terminals.

In many instances, particularly at congested capital city airports, operators levy charges on car parking and access to the airport for taxis and other non-private vehicles. The charging regimes are discussed in chapter 11.

Other developments on airports

Beyond the services and facilities dedicated for the use of passengers and planes, major airports are also home to a range of other commercial activities, generally sited on otherwise unused land within the airport boundary. Some of these, such as freight forwarding businesses and hotels, have an obvious relationship with air transport and, thus, with airports (table 2.4).
There have also been a number of developments not closely (or at all) associated with the operation of civil aviation. For example at Dallas Fort‑Worth airport in the United States, there is a golf course and a jail. At Australian airports, there are no developments quite like this. However, Melbourne, Brisbane, Perth and Canberra airports, in particular, have commenced a comparatively high number of non‑aviation developments.

Table 2.4
Recent non-aviation developments for capital city airports

	
	Development
	Year approved

	Sydney
	Two nine-level mixed use buildingsa
	2005

	Melbourne
	DHL Danzas freight facility
	2006 & 2007

	
	Mixed use developmentb
	2007

	
	Reject Shop distribution centre
	2006

	
	Office development
	2004

	
	International mail sorting facility
	2004

	Brisbane
	Federal office building 
	2007

	
	Hotel precinct
	2007

	
	Convenience centre
	2007

	
	Direct Factory Outletc
	2004

	Perth
	Linfox warehouse and distribution centre
	2007

	
	Brickworks
	2006

	
	Coles Myer distribution centre
	2006

	
	Woolworths warehousing and distribution park
	2003

	Adelaide
	Harbour Town Brand Outlet Centre
	2003 & 2005

	
	IKEA store
	2005

	Hobart
	Outlet centre and bulky goods/homemaker centre
	2007

	Canberra
	Office development
	2008

	
	Office complex
	2007

	
	Direct Factory Outletc
	2006

	
	Mixed use commercial and retail precinct
	1999 & 2005

	Darwin
	Home and Lifestyle Super Centre
	2009


a The buildings provide 18 000m2 floor space, which can be used for office, retail and hotel use. b Approximately 48 000m2 of retail and other uses. c Large floor space warehouse shopping.

Sources: PC (2011a); DITRDLG (2009b); Department for Transport, Energy and Infrastructure (sub. DR89); General Counsel, Canberra Airport, pers. comm., (25 November 2011).
2.3
Developments in the air travel market

The demand for airport services is a ‘derived demand’, as it depends largely on the volume of aircraft movements and, in turn, the demand for air transport by passengers. Therefore, the airline market has important implications for airports.

Over the last decade, global aviation has significantly changed. Factors such as the outbreak of severe acute respiratory syndrome, the global financial crisis, and the Icelandic and Chilean volcanic eruptions have, at times, been very disruptive to the market. Additionally, terrorist attacks in the United States and elsewhere, have led to significant increases in airport security measures. Airlines have also diversified with the expansion of middle-eastern hubs that have the geographical ability to reach any destination in the world through a non‑stop flight and the worldwide introduction of low‑cost carriers (LCCs), which aim to keep airfares as low as possible (figure 2.2).
Figure 2.2
Australian airfares real price indexa, b
March 2002 to April 2011
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a(March 2002=100. b The Bureau of Infrastructure, Transport and Regional Economics (BITRE) collects data on a range of airfares, including ‘discount fares’. BITRE cautions that the terms and conditions for fares in particular categories may have changed over time. For example, there may be differences in baggage allowances, re‑ticketing conditions and charges for different check-in and payment methods.

Data source: BITRE (unpublished).

By one measure, discount airfares have fallen by more than half in real terms since March 2002. This has made flying more affordable — particularly for leisure travellers.

In turn, the emergence of LCCs has had implications for ‘full service’ airlines. The collapse of Ansett Australia in 2001, for instance, was partially attributable to the erosion of its market share and the effects of lower ticket prices on its profitability, associated with the entry of Impulse Airlines and (the then) Virgin Blue into the Australian market (PC 2002a). More generally, according to the Sydney Airport Corporation:

… the development and transformation of LCCs over the past decade has changed the whole industry. A decade ago it would have been reasonable to describe almost all LCCs as niche airlines, offering cheap fares to leisure passengers on leisure routes and a basic level of service — no transfer of baggage between flights, no airline lounges, no medium or long-haul flights, no premium class, no interline agreements, no frequent flyer schemes and no alliances.

Today there is no agreed definition of LCCs. Ryanair and Southwest Airlines are the largest airlines in Europe and USA respectively, but otherwise are little different to the original LCC model … In Australia, Tiger Airways and Jetstar follow a similar model. On the other hand, airlines such as Virgin Blue
, Norwegian Air Shuttle, Air Berlin and AirAsia X have moved well away from the original model — some of them now offer many of the ‘frills’ that once distinguished network carriers from LCCs. (sub. 46, p. 6)

The emergence of LCCs and other ‘hybrid’ airlines in recent years appears to have also generated new competitive pressures on airports, not least because such airlines often have more discretion in the destinations to which they fly. Unlike time‑constrained business travellers — who typically need to use airports close to major business centres — leisure travellers can potentially use one of a range of airports in a region, or even a country, to start or end their journeys. This in turn has led to some regional airports, such as the Gold Coast and Avalon, adapting their services and offering deals specifically to attract LCCs, which might otherwise direct more services to the nearby capital city airports. Remote airports, such as Cairns and Darwin, also see themselves as competing with other destinations in Australia to attract passenger air services, particularly from abroad.

Lower airfares and an expanded range of service offerings, as well as more general factors such as rising incomes and growth in population, have led to strong passenger growth over the last decade (figure 2.3), which has also been reflected in the number of aircraft movements (figure 2.4).
Figure 2.3
Passenger growth at Australia’s 10 largest airportsa
Millions of passengers from 2000‑01 to 2009‑10
	[image: image8.emf]0

20

40

60

80

100

120

00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10

Passengers (m)




a(RPT only.

Data source: BITRE (2010a).
Figure 2.4
Aircraft movements at selected capital city airportsa
1999‑2000 to 2009‑10
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a(RPT only.

Data source: BITRE (2010a).

The demand for air travel can fluctuate from year to year. Air travel in Australia fell noticeably in 2001 following the 11 September terrorist attacks in the United States and the collapse of Australia’s second largest airline, Ansett. More recently, the global financial crisis, the H1N1 influenza outbreak in 2008, and flight disruptions due to a major volcanic eruption in Iceland have contributed to volatility in passenger numbers, but may have been partially offset by strong growth in LCCs.

The Bureau of Infrastructure, Transport and Regional Economics has forecast that by 2029‑30, passenger movements will have doubled from their 2008‑09 level, and that three airports (Brisbane, Melbourne and Sydney) will each need to accommodate at least 50 million passengers per year. Adelaide airport is forecast to receive 14 million passengers and Perth airport is forecast to cater for almost 25 million passengers by 2029‑30 (table 2.5).
Table 2.5
Air passenger movement at selected capital city airportsa, b
1991‑92 to 2029‑30
	Airport
	Number of movements
	
	Annual average growth rate

	
	1991‑92
	2008‑09
	Forecast 2029‑30
	
	1991‑92 to 2008‑09
	2008‑09 to 2029‑30

	
	m
	m
	m
	
	%    
	%

	Adelaide
	3.0
	6.8
	14.1
	
	4.9
	3.5

	Brisbane
	6.7
	18.8
	51.2
	
	6.2
	4.9

	Melbourne
	10.4
	24.5
	57.7
	
	5.2
	4.2

	Perth
	3.1
	9.4
	24.8
	
	6.8
	4.7

	Sydney
	15.2
	32.2
	72.9
	
	4.5
	4.0


a Due to data availability, non‑scheduled aircraft movements and seat utilisation are held constant at 2008‑09 rates. b Due to data availability, the size of aircraft was taken to increase at 2 per cent a year for the first five years of the forecast period, and 1 per cent a year over the remaining forecast period.

Source: Adapted from BITRE (2010b).
Caution should be exercised in drawing inferences for future airport growth from such estimates. Factors such as responses to global warming, aviation fuel prices, and exchange rates can affect the attractiveness of air travel. Moreover, the extent to which increased air travel will translate into increased demand for more airports and/or expanded services at existing airports will depend in part on future technological and regulatory developments. For example, the use of larger aircraft and prospective developments in aircraft design and air traffic navigation have the potential to lessen aircraft noise and could facilitate a more intensive use of some existing airport facilities (chapter 13).

Even so, the magnitude of growth forecasts suggests that significant investment at the major Australian airports (in infrastructure and facilities), and possibly to the number of airports providing significant RPT services for major cities, is likely to be required over the next two decades.
�	Virgin Blue (now Virgin Australia) has recently moved from an LCC to a full service carrier.
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