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Dear Mr Worth 

Our ref: R00054-17, A755728 

Enquiries: Martin Clifford, ph 08 6552 2038 

SUBMISSION: INQUIRY INTO REGIONAL AIRFARES IN WESTERN AUSTRALIA 

I refer to the above Inquiry and provide this submission on behalf of the Department 
of Primary Industries and Regional Development (DPIRD) and the nine Regional 
Development Commissions (RDCs). 

This submission addresses the second of the Terms of Reference - impacts that 
high-cost regional airfares have on regional centres from a business, tourism and 
social perspective. 

Evidence Base 

We submit that although there has been a sizeable amount of work 
undertaken in relation to aviation policy and infrastructure at regional airports 
in Western Australia (WA), the information available regarding regional 
airfares, and the consequential effect of this from a business, tourism and 
social perspective, is limited. 

We submit that more information should be made publically available, with 
evidence gathered regularly, even monthly, throughout regional WA to provide 
an empirical perspective of the airline industry and the issues relating to 
regional airfares. This would greatly assist people and businesses understand 
regional airfares and how these are made up. 
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Such evidence could include air transport demand and appreciation of elasticity, as 
well as supply sided information on regional air transport including airfare price 
sensitivity, for example: 

• airfares price structure including airport taxes and charges and fuel costs 
• air fleet maintenance costs and how these are more for shorter flights , 
• air carriers yield management and how they manage profitability, market 

response etc 
• route or network configuration and the ability to 'cross subsidise' and defray 

fixed costs across a network 
• airport safety and security costs. 

Background and Context 

The network of airports across WA's regional and remote areas forms a vital part of 
the State's economic and social infrastructure, critical to connecting communities 
and enhancing broader economic performance. 

Generally, reliance on the aviation sector becomes more evident as the distance 
between destinations increases. More than most countries, Australia is heavily 
dependent on an efficient and reliable aviation sector and diverse airport network to 
maintain and support its economic and social development. This is particularly 
evident in WA, which has the most isolated (by distance) capital in the world and a 
fifth of the population living in regional and remote communities across the State. 

In June 2014 KPMG was commissioned by the then Department of Regional 
Development to undertake a review of the national and international literature 
relating to regional development approaches, policies and frameworks, to 
understand current practice and trends. 

KPMG noted in its report Strategic Direction Analysis: Regional Development Policy 
that: 

After reviewing the international literature, it became evident that the term 
"regional" in a WA context was distinctly different to that of (for example) 
Europe, New Zealand or Canada, and to some extent, some Australian 
States. To compare jurisdictions, WA would be considered "remote" 
development due to the vastness of the State, the distance between 
communities and the small scale of towns. 

A visual comparison of Australia and the United States shows a not dissimilar land 
mass, and WA compared to Europe shows that the latter is also well covered. 
However, while WA covers more than 2.5 million square kilometres (965,000 square 
miles) it has only a regional population of 531,000. Clearly population density is 
significantly lower for WA. 

We submit that it should be acknowledged that WA is unique in not only the 
area it covers, but also in the spread of the population over the entire State. 
With this in mind regional airfares policy becomes vitally important to regional 
communities and their economies. 
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It is within this vast landscape and dispersed population that the impact of high 
regional airfares for local communities and travellers should be set against. 

MainRoad's Distance Book (table below) illustrates the many hours of travel time 
between WA's regional centres. For example, to drive from Port Hedland to Albany 
would take 19 and a half hours - a few days travel. 

/ '\ 

Travelling times by road (Hours: Minutes) 

Albany 4:30 25:15 3:45 13:00 3:00 8:15 26:15 4:45 13:15 16:30 8:30 8:30 19:00 11:15 9:30 4:45 2:45 6:45 4:30 4:45 19:30 3:00 2:30 33:30 

370 Augusta 25:15 1:45 12:30 2:15 9:30 26:30 9:00 17:15 16:00 8:00 10:00 18:30 11:30 9:30 4:30 3:45 11 :00 5:00 4:15 19:45 7:15 3:30 33:30 

2590 2534 Broome 23:45 14:00 24:00 25:45 2:00 27:00 33:45 13:15 18:30 26:15 8:00 14:00 15:45 21:00 22:30 27:15 20:45 22:00 5:45 25:15 22:45 9:15 

334 143 2395 Bunbury 11:00 0:45 7:45 25:00 7:00 15:45 14:30 6:30 8:15 17:00 10:00 8:00 2:45 2:15 9:15 3:30 2:25 18:00 5:1 5 1:45 32:00 

1296 1211 1460 1072 Carnaivon 11 :15 14:45 14:00 15:45 22:45 3:30 4:45 15:15 6:00 9:45 7:45 8:15 11:00 16:15 9:45 9:45 7:45 14:00 10:30 21 :15 

300 212 2412 58 1089 Collie 7:15 25:00 6:15 15:00 14:30 6:30 7:45 17:00 10:00 8:15 3:00 1:30 8:45 8:45 2:45 18:15 4:30 1:15 32:15 

850 835 2604 699 1420 643 Coolgardle 27:00 3:30 8:00 18:15 10:15 0:30 20:45 12:00 10:00 6:45 5:45 1:30 5:00 6:45 20:00 5:15 6:00 34:00 

2743 2690 221 2548 1616 2567 2757 Derby 28:00 34:45 14:00 18:45 27:30 8:45 15:00 17:00 22:15 23:30 28:30 22:00 23:00 7: 00 26:15 24:00 8:00 

482 846 2810 668 1610 612 368 2981 Esperance 8:30 19:00 11:00 4:00 21 :30 13:00 11 :15 7:30 5:30 2:00 6:15 7:45 21:15 1:45 5:45 35:15 

1392 1709 3478 1573 2295 1517 874 3631 910 Eucla 26:15 18:15 8:15 28:45 19:45 18:00 14:30 13:45 6:30 13:00 14:30 28:00 10:15 14:00 42:00 

1651 1566 1374 1427 368 1444 1776 1527 1965 2650 Exmouth 8:00 18:45 5:15 12:45 11 :15 11:45 14:15 19:45 13:15 12:30 7:30 17:15 14:00 21:30 

819 734 1933 595 482 612 944 2086 1133 1818 838 Gerald ton 10:45 10:30 5:00 3:15 3:45 6:15 11:45 5:15 4:30 12:45 9:15 6:00 26:45 

876 875 2644 739 1461 683 39 2797 394 899 1816 984 Kalgoorlie 21:15 7:35 10:30 7:15 6:15 2:00 5:30 7:15 20:30 5:45 6:30 34:30 

1929 1844 833 1705 637 1722 2054 986 2243 2928 555 1114 1844 KarraU1a 9:45 11 :45 14:15 16:45 22:15 15:45 15:00 2:15 19:45 16:30 16:15 

1125 1072 1465 933 1011 950 1141 1618 1345 2013 1289 533 719 1030 Meckalharra 2:00 7:15 8:30 13:30 7:00 8:00 8:15 11 :15 9:00 22:15 

931 878 1659 739 81 5 756 945 1812 11 51 1819 1171 337 985 1224 196 Mount Magnet 5:15 6:45 11:30 5:00 6:15 10:15 9:30 7: 00 24:00 

452 367 2171 228 844 245 576 2324 746 1451 1199 367 617 1477 709 515 Much ea 2:45 8:15 1:45 1:00 15:15 5:45 2:30 29:15 

281 308 2314 172 1080 116 527 2467 541 1401 1435 603 567 1713 849 655 236 Narrogin 7:15 1:45 2:30 16:45 3:45 0:30 30:45 

684 1001 2770 865 1587 908 166 2923 202 708 1942 1110 192 2220 1305 1111 743 693 Norseman 6:30 8:15 21 :30 3:45 7:30 35:30 

444 403 2146 264 962 281 458 2299 664 1332 1317 485 498 1595 681 487 118 168 624 Northam 1:45 15:00 4:30 2:00 29:00 

409 322 2230 173 904 202 556 2383 71 9 1430 1261 425 595 1538 765 571 60 192 722 97 Perth 16:15 6:00 2:15 30:15 

1998 1945 612 1806 871 1823 2012 765 2218 2886 782 1341 2052 241 873 1067 1582 1722 2178 1554 1638 Pt Hcdland 19:30 17:00 14:00 

293 657 2621 479 1419 423 557 2774 189 1099 1774 942 583 2052 1156 962 557 352 391 475 541 2029 Ra\'ellslhorpe 4:00 33:30 

249 276 2346 140 1048 84 559 2499 561 1433 1403 571 599 1681 881 687 204 32 725 200 160 1754 372 Williams 31:0 

3576 3518 1054 3381 2449 3396 3558 917 3796 4464 2360 2919 3630 1819 2451 2613 3155 3300 3756 3132 3216 1598 3607 3332 Wyndham 

As well as costs associated with regional resident's time, vehicle costs and fuel, 
there is accommodation costs and food that need to be taken into account for other 
than air travel. 

High-cost regional airfares have to be seen in the context that regional WA finds 
itself - for businesses, residents and travellers the alternatives to air travel are 
limited. 

For businesses and residents the alternatives are to relocate permanently to avoid 
ongoing costs; lengthy travel/freight time options such as road or rail; or not to 
travel/send freight outside the community at all. 

For travellers the alternatives are lengthy travel time options such as road or rail; or 
not to travel as extensively or at all in regional WA. 

Business and Tourism 

We submit that regional WA is perhaps more reliant on efficient, regular and 
reliable air transport for travel and freight transportation than elsewhere in 
Australia or globally. 
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For air travel to play such an integral role in the economic and social well-being of 
the State, key issues such as the cost of airfares and regularity of flights need to be 
addressed. 

This is more so of importance for business and economic development for WA given 
vast distances, small populations and geographic isolation. Limited and high cost 
aviation options add complexity to the regional business environment, often being 
viewed as impediments to timely decision making, investment and innovation. 

Based on what we understand, airports and air travel are linked to employment and 
economic development opportunities in regional WA, which emphasises strategic 
and social roles for communities, cities, and regions. 

We submit that to support the above, evidence needs to be gathered on the 
extent that regional air travel plays in sustaining and promoting economic and 
social development in regional communities and enabling access to 
community and commercial services and facilities. 

Such evidence could include local business and government operational travel costs, 
local and national business models to deal with regional operations and the impact of 
technologies for connectivity that · avoids person-to-person meetings. More broadly, 
tourism and other economic development that is directly linked to air travel should be 
better understood. 

Generally, air travel is a key facilitator of tourism and efficient development of 
Australia's natural resources, and we look forward to the Inquiry receiving 
submissions from other parts of State government and industry groups that provide 
evidence of this. Tourism has been identified as a priority area of regional 
development for the State. 

The commencement of the Qantas London to Perth non-stop flights in March 2018 
should offer an opportunity for regional visitor dispersal. However, with A380s this 
needs to be supported by increased supply of flight options on regional routes, which 
are price competitive. 

During the mining infrastructure investment boom the demand for increased air travel 
created by the Fly-In-Fly-Out (FIFO) workforce saw a significant increase in 
frequency of flights to some regions. 

The use of air travel during this time enabled the resources sector to rapidly mobilise 
its workforce and take advantage of the business opportunities that arose during a 
time of unprecedented demand and price for commodities such as iron ore. 

We submit that it would be useful to examine whether this increase in demand 
from FIFO and consequential increase in frequency of flights had any impact 
on the cost of airfares and whether the end of the infrastructure investment 
boom and subsequent reduction in frequency of flights has seen any variation 
to the cost of airfares. 
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With a limited number of routes servicing such a vast area as regional WA, there are 
limitations on air travel between regions, with the majority of travel between regions 
requiring transit through Perth. 

While charter flights can and do service this market the costs are somewhat 
prohibitive and is, in some instances, a barrier to commerce e.g. if a contractor in 
Geraldton wishes to supply a business in the Pilbara the cost of a charter plane or 
the time for road travel or the time and cost of traveling via Perth make such a 
contract in most cases unviable. 

We submit that it would be useful to examine the profile of people using 
regional air travel and the purpose of the travel being undertaken (e.g. 
government - business, private sector - business, regional resident -
required travel, regional resident - pleasure/holiday and non-regional resident 
- pleasure/holiday). 

Regional examples of business and tourism impacts are attached as Attachment 1. 

Social Perspective 

Regional airports provide essential services to their communities in which they are 
located, including the facilitation of mail and time sensitive freight deliveries, the 
Royal Flying Doctor Service, CareFlight, bush taxis, and the transfer of workers to 
employment centres and job sites. 

Significantly, access to regular and affordable air travel will contribute to reducing the 
sense of isolation and other associated issues that might otherwise be experienced 
by some people living and working in regional communities and is likely to assist in 
retaining and attracting people to those communities. 

Unsurprisingly, much is made of the expensive airfares regionally when compared to 
flights from Perth to other States in Australia, South East Asia and Europe. On 20 
June 2017, the watoday website reported that it was cheaper to fly Perth-Japan than 
Perth-Broome. Media coverage such as this can only have a negative impact of 
regional tourism and consequently the WA economy. 

It is appreciated that aviation policy and the airfare 'market' is complex but for 
regional travellers airfare pricing is perceived as an impost that does not represent 
value for money or a realisation of the social and costs impacts. There is a greater 
need for evidence, and so better understanding in regional communities on 
regulation, infrastructure and bringing operators together, to aid understanding of 
what lies behind airfares. 

We submit that a better understanding of the challenges of serv1c1ng a 
relatively small number of passengers over long distances and the airfares 
pricing strategy airlines adopt to address these, will help inform public 
perception and the State's policy positions. 

The geographical isolation and extreme environmental conditions faced by many WA 
communities mean that these communities rely heavily on air transport and so the 
problems associated with airfares are magnified. Some of these are described in 
Attachment 1 based on feedback from the RDCs. 
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Regional and remote towns often depend on access to large regional centres and to 
Perth for the provision of essential services such as health and education. 

With an ageing population regional airfares becomes more so of an issue, as ageing 
creates an inherent health servicing demand. Most sophisticated health services 
require air travel, particularly from remote areas, but the full effect of this against the 
price sensitivity of regional airfares is poorly understood and lacks an evidence base. 

Regional examples of social impacts are attached as Attachment 1. 

Conclusion 

The challenges of distance, remoteness and sparse population mean WA's regional 
communities face barriers not experienced in larger urban centres. Where available 
access to reliable and affordable air services mitigates some of the challenges. 

More research and evidence needs to be gathered to fully understand and 
appreciate the implications of high airfares on regional communities and the lost 
opportunities for economic development. 

Through this submission the Regional Development portfolio submits that: 

• although there has been a sizeable amount of work undertaken in relation to 
aviation policy and infrastructure at regional airports in WA, the information 
available regarding regional airfares, and the consequential effect of this from 
a business, tourism and social perspective, is limited. 

• more information should be made publically available, with evidence gathered 
regularly, even monthly, throughout regional WA to provide an empirical 
perspective of the airline industry and the issues relating to regional airfares. 

• it should be acknowledged that WA is unique in not only the area it covers, 
but also in the spread of the population over the entire State. With this in mind 
regional airfares policy becomes vitally important to regional communities and 
their economies. 

• regional WA is perhaps more reliant on efficient, regular and reliable air 
transport for travel and freight transportation than elsewhere in Australia or 
globally. 

• it would be useful to examine whether the increase in demand from FIFO and 
consequential increase in frequency of flights had any impact on the cost of 
airfares and whether the end of the infrastructure investment boom and 
subsequent reduction in frequency of flights has seen any variation to the cost 
of airfares. 

• a better understanding of the challenges of servicing a relatively small number 
of passengers over long distances and the airfares pricing strategy airlines 
adopt to address these, will help inform public perception and the State's 
policy positions. 

As noted above such evidence could include information on regional airfare price 
sensitivity, for example airfares price structure; air fleet maintenance costs; air 
carriers yield management and how they manage profitability, market response; 
route or network configuration and the ability to 'cross subsidise' and defray fixed 
costs across a network; and airport safety and security costs. 
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Finally, thank you for the opportunity to provide a submission to the Inquiry. I am 
available should the Committee wish to ask any questions related to this submission. 

For further enquiries please contact Martin Clifford, Manager, Policy and Strategy, 
Department of Primary Industries and Regional Development on telephone 
08 6552 2038. 

Yours sincerely 

~~--c..~<:A.o.-.-?~"'---

// Ralph Addis 
A/DIRECTOR GENERAL 

2 August 2017 
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Attachment 1 

BUSINESS 

PROBLEMS 

DATA, RESEARCH, EXAMPLES 

GOOD EXAMPLES 

ECONOMIC AND SOCIAL 
OUTCOMES 

Queensland Government's Review of The City of Albany recently entered 
long distance passenger services - the into a three-year partnership 
outcome from the review involved the agreement with Regional Express 
Government taking steps to deregulate (Rex) to continue Rex's $129 
a number of routes to allow other "Community Fare" through June 2020. 
operators to enter the market, thereby This follows a similar agreement made 
encouraging lower and more with the Shire of Esperance. 
competitive airfares for customers 

https://www.tmr.qld.gov.au/Travel
and-transport/Long-distance-air
services/Review-of-long-d is ta nce
passenger-services 

In regards to airport fees and charges, 
many local government authorities 
(LGAs) report losing money on this 
infrastructure. While the capacity of 
airport infrastructure impacts the 

The Community Fare is available for 
bookings between Albany and Perth 
made at least 60 days prior to 
departure, in addition to all unsold 
seats within 24 hrs prior to departure. 

Rex reported that 16,000 Community 
Fares were sold in the first full year trial 
of the scheme, which accounted for 
some 15% of total passenger numbers 
travelling on the Albany and Esperance 
to Perth routes. This represented cost 
savings of more than $1.2 million for 

OPPORTUNITIES 

EVIDENCE WHERE CAN GET 
BETTER ECONOMIC AND SOCIAL 
PERFORMANCE, ROUTE GROWTH 

Note the Queensland Government's 
Strong and Sustainable Resource 
Communities Bill 2016 would require 
large resource projects to consider 
locals for jobs, and ensure local 
businesses could win contracts and be 
part of the project's supply chain. 
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TOURISM 

economics of air services, the the two communities based on 
requirement for RPT and/or FIFO prevail ing average fares. 
security screening represents a 
significant impost to local government Rex believes the take-up rate will be 
which they must in turn recoup. Added even stronger in the years ahead. 
to this the distance from Perth and 
other centres, and the ease of 
substitution and cost of other transport 
modes, LGAs struggle but attempt to 
keep fees and charges low. 

From the business perspective, high 
cost regional airfares increase the cost 
of operating a business in a regional 
area which then decreases its 
competitiveness. This is especially true 
for regional businesses attempting to 
operate in other regions. Some 
businesses would find the costs 
prohibitive unless they had access to a 
joint cost sharing arrangement. 

Opinion is divided on the impact of The City of Karratha are proposing an 
airfares on tourism. Some believe that international route to Singapore and 
expensive fares deter domestic (but looking at different itineraries for 
not international) tourists from flying, overseas tourists. An overseas visitor 
while others think the consequence is flying into Perth but exiting from 

REGAIR Submission 98 
Recv'd 2 August 2017



SOCIAL 

limited because most people travelling Karratha may rethink their trip once the 
to or through a region use road Perth - Karratha flights are costed in. 
transport and caravans. 

There are few direct RPT flights 
across regions, so passengers are 
forced to fly to Perth first and then to 
other regions. This increases costs 
and adds significant travel time, 
including lost time at airports and/or 
overnight stays while in transit. 

Media reporting - 'The Broome-based 
Tick family decided to send 15-year
old Talulah away to boarding school in 
Perth they vowed to bring her home at 
the end of every term to ease the 
transition. But her mother Mardi Tick 
now has to break that promise." 
Unfortunately the price of the airfares 
is so high I haven't been able to deliver 
on that," she said." AND "Shane Dow 
and his family travel from the Pi Ibara to 

The Perth to Derby air service was In summary, the high cost of 
cancelled last year as the company regional airfares is just one 
underwriting the flight withdrew support. consequence of a bigger issue. 
The McGowan Government made an There are simply not enough 
election commitment of $1 million to people living in the regional areas of 
subsidise a service for twelve months trial WA. If we (government) are serious 
service of this route. about encouraging more people to 

reside regionally, then serious 
regionalisation measures need to 
be implemented. 
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Perth six times a year to take his 
toddler to hospital." 

http://www.abc.net.au/news/2017-07-
01 /wa-inquiry-unlikely-to-deliver
cheaper-regional-airfares/8669796 
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