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Chapter 1

INTRODUCTION

11 This circular has been prepared pursuant to ICAO Assembly Resolution A36-15, Appendix G, which
requests the Council to instruct the Secretary General to issue periodically “a study on regional differences in the level of
international air transport operating costs, analysing how differences in operations and input prices may affect their
levels and the impact that changes in costs may have on air transport tariffs”. This study on Regional Differences in
International Airline Operating Economics: 2006 and 2007 succeeds one which covered the years 2004 and 2005 and
was published in 2008 (Circular 316-AT/135) and four previous studies: one covering the years 2002 and 2003
(published in Circular 310-AT/132), one covering the years 2000 and 2001 (published in Circular 306-AT/128), one
covering the years 1998 and 1999 (published in Circular 293-AT/125) and one covering the years 1992 to 1997
(published in Circular 280-AT/117). Prior to that, similar studies were published annually under the title Regional
Differences in Fares, Rates and Costs for International Air Transport, which covered the years 1976 to 1992. The
studies are now published biennially or every other year, although data have continued to be collected and analysed on
an annual basis. The present circular focuses on the years 2006 and 2007 and makes some comparisons with 2005, the
last year for which data are available in the previous Circular (Circular 316-AT/135).

1.2 For 17 international route groups, comprising all international routes, passenger, freight and mail
revenue yield data are presented in Chapter 2 for scheduled services. With reference to the same route groups, regional
differences in the costs related to the scheduled service passenger yields are presented in Chapter 3. The major causes
of regional differences in costs are identified in Chapter 4. In Chapters 2 and 3, the 2007 results are compared with
those for 2005.

1.3 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, a factor which should be borne in mind when
considering the results of studies of this nature. Facsimiles of the questionnaire and information on responses appear in
Appendix 3.

1.4 Unless indicated otherwise, all references to “cents” in this circular mean “U.S. cents” and all
references to “dollars” mean “U.S. dollars”.
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Chapter 2

LEVELS OF UNIT REVENUES

Passenger traffic

21 Estimates of average unit passenger revenues for scheduled services in 2006 and 2007 by route
group are presented in Table 2-1.

2.2 Column 1 of Table 2-1 shows the average (weighted) revenue per passenger-kilometre (yield) for
scheduled passenger traffic on each route group for 2006 and 2007. These data are considered representative of all
airlines operating on the particular route group and also include estimates for non-reporting airlines. The data are
presented without distinction to class of travel or fare type. Thus, they represent the overall weighted average for all
individual routes on all route groups and for all fare types. The overall average yield (excluding incidental revenues) was
estimated at 8.84 cents for 2006 and 9.51 cents for 2007. However, the route group averages vary from a high of
15.7 cents in local Middle East to a low of 6.3 cents on routes across the North/Mid-Pacific in 2006 and from a high of
14.9 cents in local Europe to a low of 6.9 cents on the routes across the North/Mid-Pacific in 2007. Due to inadequate
representation in reporting, two route groups for 2006: between and within Central America and the Caribbean, and local
Africa, and three for 2007: between and within Central America and the Caribbean, local South America, and local
Middle East are not included in this analysis, although their estimates are included in the worldwide totals for both years.

23 On a worldwide basis, the estimated average yield for scheduled services at 9.51 cents in 2007
showed an increase of some 13 per cent from the level in 2005. Comparable data by route group between 2005 and
2007 are available for 13 individual route groups. All of them showed increases, ranging from a growth of almost 4 per
cent for routes within Europe to some 23 per cent for routes across Mid-Atlantic and across the South Pacific
(Figure 2-1).

2.4 The changes in yields experienced between 2005 and 2007 reflect the weakening of the U.S. dollar
(mainly in 2007) against most other world currencies, especially the currencies of countries in Europe and Asia/Pacific.
The relative change between 2005 and 2007 would, in many cases, be significantly lower if expressed in the national
currencies of the airlines concerned. A brief evaluation of this effect is given in Chapter 3 (paragraphs 3.11 and 3.12).

25 The analyses in paragraphs 2.2 to 2.4 relate only to the average unit revenues for all airlines
combined on each route group. There can be wide variations around these averages shown among individual airlines. In
the case of passenger services, the variation in yields for each route group for 2006 and 2007 is shown in Tables 2-2
and 2-3, respectively. For a few route groups, the unit revenues for individual airlines do not vary much from the route
group average (for example, for routes between North America and Central America/Caribbean, within North America
and across the South Pacific). However, on most route groups, the unit revenues differ significantly among airlines,
reflecting differing route structures and traffic mix, among other factors.

Freight and mail traffic

2.6 Average reported unit freight and mail revenues for the years 2006 and 2007 by international route
group are presented in Table 2-4. It has to be borne in mind that the average unit revenues may not be for the same set
of airlines for both years for each of the route groups. The reason is that the availability of data is limited and dependent
upon the reporting of air carriers whose composition may differ from year to year.
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Table 2-1.

Estimated average unit passenger revenues for scheduled
services by international route groupl: 2006 and 2007

Revenue (cents)

per passenger-kilometre3

Load factors
(percentage points)

@
Route group? 2006 2007 2006 2007
1. Between North America and Central
America/Caribbean 8.2 8.5 73 76
2. Between and within Central America and the
Caribbean — — — —
3. Between Canada, Mexico and the United States 84 8.6 74 74
4. Between North America/Central
America/Caribbean and South America 8.6 9.0 75 76
5. Local South America 10.3 — 64 —
6. Local Europe 14.6 14.9 73 74
7. Local Middle East 15.7 — 64 —
8. Local Africa — 14.2 — 61
9. Between Europe and Middle East 10.1 11.3 70 73
10. Between Europe/Middle East and Africa 94 10.2 72 73
11. North Atlantic 7.9 8.5 80 80
12. Mid-Atlantic 6.6 74 80 82
13. South Atlantic 7.6 8.0 83 80
14. Local Asia/Pacific 8.2 9.0 71 72
15. Between Europe/Middle East/Africa and
Asia/Pacific 7.2 7.7 77 79
16. North and Mid-Pacific 6.3 6.9 81 82
17. South Pacific 7.0 7.9 79 78
1. Data, where presented, are considered representative for all airlines operating in the route group concerned. The representative nature of the data is described
in Appendix 1, and the margins of uncertainty to be taken into account are discussed in Appendix 2. For routes between and within Central America and the
Caribbean, in local South America (year 2007 only), in local Middle East (year 2007 only) and in local Africa (year 2006 only) the representation was inadequate
to justify separate presentation, but the data have been included in the world averages.
2. More detailed definition of the route groups may be found in Appendix 3 on the reverse of the 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 7 per cent for both 2006 and 2007 over the average revenue quoted.
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Figure 2-1. Comparison of unit passenger revenues: 2005 and 2007
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2.7 Column 1 of Table 2-4 shows the overall average revenue per tonne-kilometre performed for all
(whether carried on passenger, combination or all-freight aircraft) scheduled freight traffic on each route group. The
variation among route group averages ranges from a high of 67.7 cents on routes within Europe to a low of 19.0 cents
on routes across the South Pacific in 2006 and from a high of 87.4 cents on routes within Europe to a low of 15.7 cents
on routes within South America in 2007. Comparing the figures of 2005 and 2007, 9 of the route groups experienced
increases and 7 showed decreases (no data available for one route group).

2.8 Columns 2 and 3 of Table 2-4 show the average revenue per tonne-kilometre performed for scheduled
freight traffic carried on passenger and combination aircraft and on all-freight aircraft, respectively. For the majority of
route groups for which data are available, due to the large cargo capacity offered at competitive rates on wide-body
passenger and combination aircraft (for example, on routes across the North/Mid-Pacific), the freight yields of passenger
and combination aircraft are lower than those of all-freight aircraft. This reflects the fact that, depending on the mix of
traffic, the freight cost basis on combination aircraft may allow much lower rates to be offered than those on pure freight
services.

29 Column 4 of Table 2-4 shows the average revenue per tonne-kilometre performed for airmail traffic on
each route group. The route group averages range from a high of 67.9 cents on routes within Africa to a low of
23.3 cents on those between Europe and the Middle East in 2006 and from a high of 72.0 cents for routes within Europe
to a low of 28.7 cents for routes across the South Pacific in 2007. Between 2005 and 2007, unit mail revenues increased
on 5 out of 13 route groups for which there are data available and decreased on the remaining 8 route groups. Unit mail
revenues in general still remain somewhat higher than unit freight revenues except for routes within Europe and
between Europe and the Middle East (the latter in 2006 only).

2.10 The variation among individual airlines in freight revenue per tonne-kilometre for scheduled services
for each route group for 2006 and 2007 is shown in Tables 2-5 and 2-6, respectively. For a few route groups, the unit
revenues for individual airlines do not vary much from the route group average (for example, on routes within the Middle
East, within Africa and across the South Pacific). However, as with passenger traffic, the unit revenues on most route
groups differ significantly among airlines.
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Table 2-4. Reported average unit freight and mail revenues by international
route group, scheduled services: 2006 and 2007"
Freight revenue (cents) Mail revenue (cents)
per tonne-kilometre performed per tonne-kilometre performed
Passenger and
Overall combination aircraft All-freight aircraft Overall
1) ) ©) @

Route group (short title) 2006 2007 2006 2007 2006 2007 2006 2007
1. North-Central America 30.1 29.7 30.1 29.7 — — 355 338
2. Central America — — — — — — — —
3. North America 37.0 39.0 37.0 39.0 — — 48.2 55.4
4. North-South America 329 25.8 24.3 25.8 51.9 — 40.1 37.6
5. South America 24.8 15.7 23.8 15.7 345 — — —
6. Europe 67.7 87.4 66.3 83.6 78.7 130.8 58.6 72.0
7. Middle East 425 35.7 425 35.7 — — — —
8. Africa 56.3 49.0 56.3 49.0 — — 67.9 51.4
9. Europe-Middle East 26.5 21.7 245 21.7 39.8 — 233 372
10. Europe-Africa 26.3 27.6 26.3 27.6 — — 39.8 50.0
11. North Atlantic 22.2 20.6 20.1 20.6 39.9 — 28.4 29.1
12. Mid-Atlantic 23.7 27.3 23.7 27.3 — — 314 38.1
13. South Atlantic 211 22.7 211 22.7 — — 21.2 28.9
14. Asia/Pacific 371 385 34.7 371 42.6 41.3 43.0 457
15. Europe-Asia/Pacific 24.6 24.2 25.1 24.4 235 23.8 28.0 317
16. North/Mid-Pacific 27.0 22.9 22.9 225 28,5 23.1 36.5 371
17. South Pacific 19.0 218 19.0 21.8 — — 27.4 28.7

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.

Copyright International Civil Aviation Organization
Provided by IHS under license with ICAO
No reproduction or networking permitted without license from IHS

Full document details: ICAO CIRCULAR 327 2010

Licensee=Purdue University (Access to 410RL from 5967164)/5923082001

Not for Resale, 02/26/2015 12:35:59 MST

Documents

Document Sharing Hub


http://www.avadocuments.com/doc/icao-circular-327-2010
http://www.avadocuments.com/doc/icao-circular-327-2010

ICAO Circular 327-AT/189

‘0T - 00€ Jo dbueraiUl ¥
‘0,2 - 09z jo dbuesaypul g
"04Z - 092 pue 0ZZ - 0TZ ‘0TZ — 00Z ‘(7) 002 — 06T Jo sebueiayiu] 'z
08T - 0/Tjodbuerayiul T
€ 4 g 06T dyloed yinos LT
T T 0T ¥ 97 0'L¢ Jyioed-pIN/YHON 9T
T 0 0 L ST L T 1€ 9v¢ aloedreisy-adoing ‘g1
T T 9 0 6 € T T¢ T.E JedeIsy y1
€ L 0T TT¢ Jjuepy yinos ‘g1
T L 1 6 L'ee Jnuepy-pIN T
T € T € 6 1 8¢ (44 Jhuepy YyuoN ‘1T
vl 0 0 0 0 0 0 14 0 0 € T 14 I 8 € T4 €9¢ eolyy-adoing 01
el 0 0 0 0 0 0 0 1 4 0 1 € € 8 T T ¢ §'9¢ 1se3 9|ppiN-adoing ‘6
T 4 0 T T g €99 B '8
T 0 T 14 Gz Ise3 9ppIN - L
S 0 1 0 4 € T 4 1 4 € 1 T A 4 9¢ L'19 adoing 9
T T 0 0 0 0 0 T € 8¢ BILBWY Yinos  °g
T 0 T 14 4 8 6'Ce BILIBWY YINOS-YUON ¥
1 0 0 T 0 0 0 4 14 8 0L¢ BOLBWY YUON '€
0 — BIBWY [BAURD  °Z
1T € T S T0¢ eJlIsWY [eAusd-yuoN T
Ssauljle Jo JaquinN sisA[eue (-2 9|0eL Wwoly (apn 1oys) dnolb snoy
Sijpul  Saullire [[e) anawoy
Jono 09T 0ST  OVT  OET 0T OTT 00T 06 08 0L 09 05 Or 06 02 O e -suuorsad (s1us)
pue 0l 0] 0] al 0l 0 o0 o o o 0 0 0 0 0 0 a0y anusnsl sbeisny
09T 0ST [0]2% 0€T 0¢T 01T 00T 06 08 0L 09 05 Oy 06 O0Cc OT 0

SaullIe [enpIApUI 10} 8118WO|K-auu0) Jad (S1Uso) anusAay

9002 :saullire Buowre plaiA 1yBial) pPa|NPayds Ul UoleLRA  'G-Z 8|8l

Documents

Document Sharing Hub

Copyright International Civil Aviation Organization

Provided by IHS under license with ICAO

Purdue University (Access to 410RL from 5967164)/5923082001

Licensee:

Not for Resale, 02/26/2015 12:35:59 MST

No reproduction or networking permitted without license from IHS

Full document details: ICAO CIRCULAR 327 2010


http://www.avadocuments.com/doc/icao-circular-327-2010
http://www.avadocuments.com/doc/icao-circular-327-2010

ICAO Circular 327-AT/189

10

(aure awes) "oyz-0€z Jo sbuelaypu ¢
'0G€-0v€ Jo abuesaypul g
(1) 05€-0v€ pue (T) 0%2-0€Z (2) 06T-08T ‘(T) 0LT-09T Jo dBueI BYY U] T
e 1 v 8TC aloed Yyinos /1
€ € ¥ 0z 622 yioed-PIN/YHON ‘9T
el T T 0 L 12 § 9e A7 oyoedeisy-adong g1
¢l Z ¢ s 7z L ¢ ¥4 §'8E oyloedrelsy T
T & v 1 1 X4 onuepY Ynos g1
T T 9 ¢ 0T €12 AQUERY-PIN 2T
T 6 € 8 1 82 902 anueply YuoN ‘TT
T 0 0 0 T ¢ 0 T ¥ € 8 1 14 9.2 Baly-adoing 0T
7l 1 ¢ & ¢ 2 9 1 12 YN/ 1se3 appiN-edoing 6
1T ¢ 1 v 06y 'Y 8
T 0 ¢ ) L'se Ise39ppIN- L
15 T T z 4 1 4 1T ¢ ¢ 2 1T 0 ¢ 1 1z .8 adong 9
T 0 T 14 L'qT BILIBWY YINOS G
T ¢ ¢ 9 8'5e BOLBWY LANOS-YUON ¥
1 0 0 0 T 0 0 0 ¢ ¢ 8 0'6¢ 2OUBWY YUON '€
0 — BOLIBWY [BUBD T
T 0 0 0 0 € 1T g L'6e BOUBWIY [BIUSD-YMON T
Sauljie Jo JaquinN sisAjeue (p-z 9|qeL (opn poys) dno.f sinoy
A0 09T 0ST O)T OST OZT O 00T 06 08 0L 09 05 O 0f 0z 0T o _,_%wwﬂh__m_
pue 0 0 0 a o 0 o o0 o0 0 o o0 o o0 o o0 " ;
09T 05T O¥T 0T 02T OTT 00T 06 08 OL 09 05 oy og oz or o ‘PN H_“%%mww%w
SauIlIe [enplAIpuI J0} J1aWOo-auu0) Jad (S)uad) anusanay
1002 :sauljre buowe pjalA 1ybial) pajnpayds ul uoneLep  "9-g a|jqel

Documents

Document Sharing Hub

Copyright International Civil Aviation Organization

Provided by IHS under license with ICAO

Purdue University (Access to 410RL from 5967164)/5923082001

Licensee:

Not for Resale, 02/26/2015 12:35:59 MST

No reproduction or networking permitted without license from IHS

Full document details: ICAO CIRCULAR 327 2010


http://www.avadocuments.com/doc/icao-circular-327-2010
http://www.avadocuments.com/doc/icao-circular-327-2010

Chapter 3

REGIONAL DIFFERENCES IN SCHEDULED
PASSENGER UNIT REVENUES AND RELATED COSTS

Overall financial results by international route group

3.1 Selected operational data and estimated financial results for the years 2006 and 2007, overall and by
route group, are presented in Table 3-1.

3.2 Column 1 of Table 3-1 shows that the number of scheduled airlines operating jet services in each
route group ranged from a low of 14 on the South Pacific route group to a high of 207 serving routes within Europe in
2006 and from a low of 14 to a high of 214 on the same route groups in 2007. It should be noted that the propeller
aircraft operations of these airlines are excluded from the study, as are the operations of some 115 small international
airlines which operated exclusively propeller-driven aircraft both in 2006 and 2007. Together these operations with
propeller aircraft represented about 0.5 and 0.4 per cent of world international seat-kilometres in 2006 and 2007,
respectively, with their highest representations in any single route group being some 30 and 23 per cent within Central
America/Caribbean in 2006 and 2007, respectively, and around 3 per cent both in 2006 and 2007 within Africa.

3.3 All operational data included in columns 3 to 5 of Table 3-1 have a significant effect on unit operating
costs (see Chapter 4), and the world unit cost is also affected by the geographical traffic composition presented in
column 2. 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.

3.4 Financial results are presented in columns 6 to 8. It should be borne in mind that the revenue figures
do not generally take into account incidental operating revenues. 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,
commissions received on sales of transportation on other carriers, “no-show” and cancellation fees (expenses incurred
against these revenue items are however included in the cost figures shown in column 7). 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 reported incidental revenue data on this basis for 2006 and 2007
indicates that for international routes as a whole, relevant incidental revenues not included in Table 3-1 might have been
about 0.36 and 0.37 cents per passenger-kilometre in 2006 and 2007, respectively. If these relevant incidental revenues
had been added to the estimated worldwide unit revenue, they would have increased the estimated worldwide unit
revenue from 8.84 to 9.21 cents per passenger-kilometre in 2006 and from 9.51 to 9.88 cents per passenger-kilometre in
2007, this being about 4 per cent for each year. For individual route groups, the passenger-related incidental operating
revenues may represent as much as almost an additional 7 per cent over the average revenue in both years. In further
analysis, however, they have not been included since no attempt has been made to estimate them for all airlines
(reporting and non-reporting) due to the uncertainty of to what extent they can be attributed to the carriage of
passengers on passenger and combination aircraft.

35 The average (weighted) operating cost — attributable to the carriage of passengers on passenger and
combination aircraft — per passenger-kilometre for all international routes was 8.84 cents and 9.30 cents (column 7) in
2006 and 2007, respectively (for further details on the way passenger costs have been derived, see paragraph 10 of
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Appendix 2). The figures for individual route groups range from a high of 14.2 cents on routes within the Middle East to a
low of 6.7 cents on routes across the Pacific in 2006 and from a high of 14.2 cents on routes within Europe to a low of
6.9 cents on routes across the North/Mid-Pacific in 2007. These estimated costs include such items as depreciation and
sales commission paid (which are sometimes accounted for differently) but exclude costs attributable to the carriage of
freight and mail.

3.6 The ratio of passenger revenues to passenger costs (column 8) for international routes as a whole is
estimated at 1.00 for 2006 and 1.02 for 2007, with the ratios for individual route groups varying from 0.80 to 1.10 for
2006 and from 0.85 to 1.15 in 2007. Taking into account the relevant incidental revenues associated with international
passenger traffic and the margins of uncertainty in estimated revenues and costs (discussed in Appendix 2), the
revenue/cost ratio for all international passenger traffic is estimated to be between 1.00 and 1.06 in 2006 and between
1.01 and 1.08 in 2007.

3.7 The components of the total passenger costs are presented in Table 3-2. The primary breakdown is
between “aircraft operating costs” (i.e. 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. Nevertheless, it appears that most of the individual items vary significantly among route groups.

3.8 The variations in revenue/cost ratios among airlines in 2006 and 2007 are shown in Table 3-3. On
most route groups, the ratios vary significantly among the airlines, and the average revenue/cost ratios do not therefore
adequately portray the economics of the operations. The revenue/cost ratios of individual carriers ranged from less than
0.7 to greater than 1.3 on 5 out of 15 route groups in the analysis in 2006 and 4 out of 14 route groups in the analysis in
2007, while ratios ranging from 0.7 to 1.3 were observed on 4 and 6 route groups in 2006 and 2007, respectively.

Comparison of results for 2007 with those for 2005

3.9 An overall comparison between data for 2007 and corresponding data for 2005 shows an increase of
about 11 per cent in the estimated passenger cost per available seat-kilometre, from 6.39 cents to 7.11 cents. Since the
worldwide average load factor at 76.4 per cent in 2007 showed an improvement of close to two percentage points, as
compared to 2005, the cost per passenger-kilometre shows an increase of about 8.8 per cent, from 8.55 cents to
9.30 cents (see column 7 of Table 3-1). Unit revenues (excluding incidental operating revenues) showed an increase of
13.5 per cent, from 8.38 cents per passenger-kilometre to 9.51 cents in 2007 (see column 6 of Table 3-1). As a result,
the overall revenue/cost ratio increased from 0.98 in 2005 to 1.02 in 2007.

3.10 Between 2005 and 2007, all 13 route groups for which comparable data were available showed
increases in costs per passenger-kilometre ranging from about 16 per cent on routes across the South Pacific to some
1.5 per cent for those within North America (Figure 3-1).

3.11 As with the revenue figures discussed in Chapter 2, the comparison of unit costs between 2005 and
2007 has been affected in some cases by a change in the value of the U.S. dollar against other world currencies. Within
the Americas, where most fares and rates are transacted in U.S. dollars, the changes in yields generally reflect market
changes. Similarly, changes in unit costs in the Americas to a large extent reflect the general change in costs, as well as
some operational changes, since the greater part of costs are generally borne in U.S. dollars.
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