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Newcastle Airport
Regacnai air services

Submission to Inquiry into
Commercial Regional Aviation Services in Austraha and

Transport Links to Major Populated Ar_eas

This submission seives to. h:ghl:ght the adverse impacts of recent
rationalisation of regional air services in the Newcastle market and
provides comments on threats to and opportumt:es for the market
served by Newcastle A:rport. S . _

introduction

Newcastle Airport is operated by Newcastle Airport Limited (NAL) on behalf of the
Coungcils of Pcrt Stephens and Newcastle Czty

Commercial operatscns are conducted on land leased from the Commonwealth
adjacent to RAAF Base Williamtown and operatlcns are conducted in accordance with
the Eease and a local operatmg agreement :

Current actsvzt:es at the alrport ;nc!ucie the facmtatlon of domestic and regional air
services, engineering and mazntenance defence aerospace support and helicopter

operations.

NAL is currently revising its master plan and is developing a 1and~use plan that
supports the construction of a 125-room hotel, office accommodation, additional
defence aerospace support facahtles and other infrastructure.

Background

From 1997 to 2001, Newcastie Airport achieved steady annual growth. This growth
was created almost exclusively by Newcastle Afrport actlng asa reg;ona! hub for east-
coast services bypassmg Sydney _
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This growth was the result of strong competition in the market between Impulse and .
Qantas, and Impulse’s expansion of its regional network to destmat!ons in New South

Wales, the ACT, V“ctoria and SE Queensland.

The network provnded efficient access for those regional communities and patronage
demonstrated that significant demand existed for travel between these destinations

without the need to travei through Sydney

As aresult of progresswe airline ﬂeet rationalisation and commercial decisions, the
Newcastte~based network has reduced from the 14 perenmai and two seasonal
destmatsons ih 1996 to five i in the current’ env:ronment : S

Sydney o b Sy
Canberra . - Coffs Harbour

“Tareg' _ - Gold Coast
~ Armidale - Brisbane
___Tamworth ' _ Melbourne
Port Macquarie :

Kempsey

. Coffs Harbour

Lismore

Gold Coast
- Brisbane
_Glen Innes
~Inverell
- Melbourne
- - COoma (seasonal)
Mt Hotham: (seasonal)

The Qa:nta_sllm'p_islse" hxerger |

An immediate effect of the merger between lmpulse and Qantas in May 2001 was a
sagmf;cant reduction in capacnty and areturntoa monopoty envuronment

Following the merger five destmattons on the Newcasttembased network were
withdrawn: _

Canberra
Armidale

" Taree
Tamworth

' Po‘rt Méc‘q‘u‘arie

2 & @ 2 9

Qantas subsequently wﬁhdrew all Dash 8 aircraft on the Sydney-Newcastle sector
replacing them with the smaller Beech 1900Ds inherited from’ impuise, and reduced
- Dash 8 capacity by 30 percent between Newcastle and Brlsbane

Following the withdrawal of the Dash 8 ca_pac_tty, Qantas withdrew its BAe146 jet

service linking Melbourne, Newcastle and Brisbane. This service was introduced less
than 18 months prior to meet the demands of one of the airline’s key corporate clients,
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BHP.  The jet service was subsequently piaced on routes where demand had
increased fo!lowmg the coliapse of Ansett. Ny

The reduced capacnty at Newcastle curtaited growth'and later seriously limited NAL's
ability to take advantage of the fncreased demand flowing from the demise of Ansett.

The changes brought about by the merger of lmpu!se and Qantas demanded NAL
vigorously pursue the prov;smn of passenger servzces by other carners

mmedlateiy prior to Ansett's coliapse negotzetaons with’ Hazeiton Airlines had

culminated in the airline advising its intention to establish services between Newcastle
and Sydney. Ansett's demise frustrated this deve[opment that had promised to return -
competition to the’ Newcast!e market foi!ow;ng the merger between impuise and -

Qantas.

The current operating environment

Newcastle Airport’s primary airline .c_:u'stomer i_s'QantasLink. The grc:_up operates
36-seat Dash 8 aircraft on direct services to five destinations (see table above).

In late July 2002, QantasLink significantly rationalised its Newcastle services following
the withdrawal of the 19-seat Beech 1900 aircraft. Under these changes, QantasLink
‘withdrew all services to Port Macquarle and seven of its hine ﬂights each day between
Newcestie and Sydney : _

This wsthdrawai equated to the !oss of 272 seats eech day on the route.

While Belmont«based Aeropeitcan has taken up four of the seven schedules vacated
by QantasLink using 16-seat Twin Otter aircraft, there has been a loss of cepac:ty on
the routé of approxlmatefy 30 percent; while passenger. numbers have fallen by
approxzmateiy 50 percent.- Annualised, this equates to a drop from 85,000
passengers a year fo approx;mately 42,000,

While NAL und_erstends the_ Qantas deczs_a_on_ to rationalise its fleet to solely aircraft of
36 seats and above, the loss of 19-seat aircraft has had a significant impact on the
provision of continuing and sustainable services'to regional communities; '

These commumtles can only sustain services by alrcraﬂ of 19-seats or less. With
QantasLink having withdrawn its 19-seat aircraft, and Virgin Blue operating only high-
capacity B737s, the priority for reglenal communities and the airports servicing those
commiinities is to identify and secure services of viable second- and third-level -
regional eperetors that have the marketmg support of one of the two- ma;or amsnes

Erghty percent of passenger traff“ ic from Newcestle to Sydney transfers to other
services, demonstratmg the lmportance of eﬁ" iciencies between reg;onaE and major

~airlines.

More b‘rfoadly, the fai!ure'ef' smaller rufahbased 'a'irﬁne'"s such as Country Connection
and Yanda exacerbated the lack of a sustainabie rural network. Impulse had operated
an extensive network providing efficient connectivity between those rural centres,

Rural communities and residents of the Hunter region now experience significant
frustration by being forced to transfer in Sydriey as a result of airline schedules and-
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the lack of viable reglonal carners that can prov:de eﬂ" cient services connecting
regional centres. - '

In the absence of regional air services, many travellers are opting to avoid Sydney
Aurport and travel by car to undertake business. The provision of air services could
improve the ability of regional communities to conduct efficient business with the
prospect of improving reg:onal productivity and tourism opportunities.

Furthermore, the progresswely d:mmishmg actawty in the reg;onal aviation seclor is
having an adverse impact on employment and reduced the potential for additional
employment in this sector. . As a result of the reduction in activity at Newcastle Airport,
approxnmately 20 1obs have been and stand to be Iost from ground support activities.

Potential for compet:tlon and new services

in the Newcastle marke{ a hmtted number of prospects exast for the viable re-
introduction of co_mpetttwe services to regional centres:

Regional Express (REX) — The airline could operate services from Newcastle to
Sydney, Canberra, Coffs Harbour and the Gold Coast. 19-seat aircraft are
appropriate to demand on the Canberra route, with 36-seat aircraft able to provide
valuable competition on services to Sydney, Coffs Harbour and the Gold Coast,
however, NAL has been adv;sed that any such service would only be introduced in the

longer-term.

Horizon Airlines — The airfine’s 19-seat Metro operation stands to re-infroduce some
of the Newcastle-based rietwork lost through the demise of Impulse, including
Canberra, Armidale, Tamworth, Taree and Por‘t Macquarte though agam no firm
operatlng date has been announced

Brmdahe!la A:rimes Thls small Canberra-based carrier plans to re-introduce direct
services between Newcastle and Canberra initially using 9-seat aircraft. The airline
could also operate services between Newcastle and Taree with onward service to

Canberra.

The networks of other Australian regional airlines, such as Alliance (formerly Flight
West) are too distant from the Newcastle market to make services in this market

viable.

Sustamabﬂ;ty

Sma!Eer reglonai alrlmes cannot survive without the support of the two major airlines. .
This might include: : .

Resewat;ons systems exposure
Mechanisms for on- carriage inciudang through-checkin and baggage transfer
“Terminal access to support efficient on-camage
E-ticket compatlbtltty
Frequent fiyer and lounge access where appropnate
Joint marketmg
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Such. support is essentzal to pro\nde seamiess eﬂ' cient air services between regrona!
centres and other regronaf domestic and :ntematlonaf destmatuons o

An example of the va!ua of thls Ievet of support from a major an*hne was the
profoundly negative impact on Impulse Airlines’ regional operations once the major
 airline severed links with Impulse. Lacking national and global exposure through the
Ansett réservations system and associated marketing benefits, the’ wabthty of the -
regional services dlmmlshed 16 a point where they became unsustainable in their own
right. Impulse had ‘enjoyed 65 percent market share prior fo the withdrawal of Ansett
support a share that dimmished to a mlnorsty share of 30 percent soon aftewvards o

In negotlatsng wrth alrhnes NAL w;il scrutm;se prospectrve regeonai operators

~ proposing to introduce scheduled services at Newcastle: Airport for linkages with one
or both of the major airfines. Such links are essential to the sustaanabzhty and
enhanced eff:czency for regsonal busmess traveilers ' SRR _

| The"poténtial 'roie’of'ebvemmént

NAL's view is that wrth the lnabslity of Qantas and Vlrgm Biue to directly service
markets that demand aircraft of less than 36 seats, State and/or Federal Government
may wish to consider regulation of those routes to ensure continued access for -
communities that have beon and stand to be dlsadvantaged by the major aarhnes fleet

'ratfonahsatlon pohc;es

That regulatron would be based on historfcaf demand and the application of

- appropriate capacity. Any services additional to the detérmined level of capacity
“would then'be sub;ect to an arrhne s commercial dec:s:on or the respectwe iocal
'Govarnmont . _ S S _

: -Any futura regu!atory env:ronment might also consrder mandatory provnszon on
o regu!ated routes of support by major alrhnes as outlmed above

What Newcastle Aurport can offer reg:onal air operators |

Newcastle Aarport can support regzonal air operators’ and reg:onai commumtles
' contlnued access to major centres at Iower operatlng costs for operators

1, Access to Sydney Alrport

Ris possbie that desprte the regtonai nngfence po#rcy of the Federal Government
protecting-air accessto Sydney Airport for. reglonai operators ‘pressures may arise -
- from congest:on and a preferenoe by major a;rlmes to max;m;se the valoa of s!ots by
using Iarger a:rcraﬁ : S - o

Inthis znstance Newoasﬂe Asrport can act as a consohdatron point for smaller reglonai B
- communities in northern and north-western New South Wales by consoildatfng
passengers from numerous smaller aircraft onto fewer larger aircraft to Sydney.

This would serve to reduce the number of aircraft movements at Sydney A;rport by

~ smaller aircraft, thereby enhancing airspace management by improving the flow of

- aircrafton. arnval and dapaﬂure at Sydney, while potent:aliy roducmg arroraft nolse .
: over suborban Sydney. : _ e -
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in addition, Newcastle Asrport has a proven track record of relieving Sydney Airport by
providing by-pass services direct to Brisbane and Melbourne. For every direct service
from Newcastle, four. movements are saved at Sydney Airport, thereby arguabiy
improving effit cnency and enabling major atrimes to optimise slot ava:lablhty

2. Lower eperetang costs

Newcastle Atrport s charges are significantly | Iess than those of Sydney and thus offers

air operators cost-efficiencies through the potentla sav:ngs derived from fewer higher- -

“cost movements at Sydney Alrpert
3. Domest;c passenger and airfrezght transfers

_ Newcastte A:rport can act as a transfer pomt for passengers connecting to onward .

- flights to primarily to Meibourne and secondly to Brisbane using the existing -
QantasLink services. Newcastle Airport can provide the same fac:hty for passengers
transfemng to Canberra once that service is renmtroduced o

While Newcestle does not have the frequency of services to these destinations,
regional operators prov:dmg a feeder service to the Melbourne, Brisbane and
Canberra fhghts could a :gn their scheduies to eptlmzse trensfers

These pnncfples apply equaily to passengers end asrfrelght

Furthermore, Newcastle Airport is estabhshang as part of sts Master Plan an on-airport

hotel and aerospace support facilities that provude added convenience for passengers
~ and industry. - The further devel opment of engineering and maintenance facilities at
Newcastie Airport- couid provnde an add;t;ona! support mechan;sm to reg:onat a;r
‘operators. - . C _

Conclusron

1. Newcastis Airport has expenenced SIgn:flcant adverse effects of airline fleet
rationahsat;on and a consequent reduct;on in network coverage to regional
centres; -

2. NeWcastle A;rport' believes the sustainability of regional air se’fv;ces can only .

- be achieved by the formation of relationships between regionai airlines and the
‘major airfines which can prevnde market exposure and impreve the
' attractlveness and eff‘ cnency of reg;ona! atr services, - .

3. NAL supports appropnate regulat;on ef routes ‘that can sustain only
~ aircraft of less than 36 seats and which have lost and or stand to lose air
- services ‘as the resuit of major’ airline operating and commercial policy.
Regulation and Government support should be llmlted to that ;ustlﬂed by
historical traffic levels; . L _

4. Newcastls A;rport can faclhtate continued and low-cost access to Sydney for
reguonel communities by acting as a hub end consolidation point for regional
‘air services, and-can provade by- pass semces that stand to reileve pressure

oon: Sydney A;rport S _ : . _
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