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Executive summary

In this study ACIL Tasman analyses the current economic contribution of
Canberra Airport to the ACT and the surrounding region, and its contribution
in 20 years’ time.

The study also considers Canberra Airport’s wider economic and social
benefits, a Canberra air freight hub, and the opportunity of becoming Sydney’s
second airport.

Methodology

The economic impacts of Canberra airport comprise:

* the direct impact of the aviation-related businesses and the non-aviation
businesses at the airport (incomes and employment)

* the indirect benefits of these businesses through their purchases from
suppliers, creating further income and employment, in turn having a further
impact on their own suppliers and so on (a multiplier effect)

* the effect that the aviation-related businesses have in facilitating
developments in other businesses (a catalytic effect) and in improving
personal well-being.

The first two of these categories can be thought of as backward linkages —
businesses whose activities feed back into the wider economy and community.
The last category is a set of forward linkages — the airport facilitates aviation
which is the catalyst for impacts among those who use its services.

Data for the study was obtained from Canberra Airport, a survey of airport
tenants, and from published sources and overseas studies.

The current direct and indirect contribution of Canberra Airport (including its
tenants) was assessed using input-output analysis drawing from data collected
for this study. To assess the Airport’s future contribution, ACIL Tasman used
its computable general equilibrium model to update the underlying input-
output tables and allowed for population growth and economic growth.

The economic impacts of the ‘AirVolution’ project — the new terminal and
related investments — were modelled, as were those of the investments to
develop a freight hub.

The impacts estimated from the modelling were supplemented by analysis of
the impacts that aviation (and hence airports) have on the wider economy and
community.

Executive summary Vi
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Canberra Airport today

Canberra Airport was established on the existing site in 1927 and remained in
the public sector until 1998. Its privatisation was followed by upgrades of the
passenger terminal, expansion of the General Aviation precinct, a major
runway widening and extension and taxiway upgrades, new hangars, a new fuel
farm and a new freight facility. The Airport also invested in the Brindabella
Business Park, Majura Park (retail and offices), and the former defence facility
at Fairbairn.

The Airport has two runways. The main runway was extended in 2006 and can
accommodate all aircraft sizes including the Boeing 747 and Airbus 380. The
terminal is being rebuilt in three stages, for $350m.

Destinations served

Canberra Airport is currently served by Brindabella Airlines, Qantas, Qantas
Link, Tiger Airways and Virgin Blue. There are direct flights to Adelaide,
Albury, Brisbane, Darwin, Gold Coast, Hobart, Melbourne, Newcastle, Perth,
Sydney and Townsville.

In the 2009-10 financial year there were 3.26 million passengers (inbound plus
outbound), of which 2.76 million were carried by the main domestic airlines
and 0.49 million were carried by regional airlines. Annual growth rates over the
preceding decade were 7.9 percent and -0.5 percent respectively.

General aviation and military operations

Canberra Airport also supports General Aviation (GA) activities, including
those associated with ACT Emergency Services, Australian Federal Police air
wing, pilot training school, aircraft maintenance facilities, business jet
operations, air ambulance, aircraft charter operators and private flying.

RAAF No 34 Squadron provides VIP transport operations for the Australian
Government.

Freight activity

Much of Canberra’s air freight (as it is across Australia) is carried in the holds
of passenger aircraft, supplemented by dedicated freight services to Sydney and
Melbourne.

Executive summary ix
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Current economic contribution of the airport

Airport aviation-related activity

The aviation-related activities of the airport company and the other aviation
businesses at the airport (including airlines) generate a significant economic
impact on Canberra and the surrounding region. These are measured by
increases in employment' and by increases in value added, measured by Gross
Regional Product (GRP).

The total (direct plus indirect) employment impact of the airport’s aviation-
related activities on the region is estimated as 975 Full-Time Equivalents
(FTEs). The total GRP impact is estimated as $285 million. These numbers

would be even larger if consumption-induced multiplier effects are included.

Tourism impact

The aviation activities at Canberra Airport generate additional benefits for
Canberra and the surrounding region by facilitating tourism spending by
domestic and international visitors who arrive in the region by air.

There were 1.8 million domestic overnight visitors to Canberra in the year
ended 31 March 2010; their estimated spending was $873 million. There were
also 1.4 million day visitors who spent a total of $252 million. 27 per cent of
domestic visitors to Canberra arrive by air.

In addition, 155,000 international visitors to Canberra spent a total of $269
million in the region; 50 per cent are assumed by air (primarily through Sydney
Airport).

The total (direct plus indirect) employment impact of tourism spending
enabled by the airport is estimated at 2,302 FTEs. The total GRP impact is
estimated as $203 million.

Airport non-aviation activity

The estimated total (direct and indirect) employment impact of the airport’s
non-aviation activities on the region is 9,219 FTEs. Their estimated total GRP
impact is $850 million. These numbers are much bigger than for the aviation-
related activities. The non-aviation activities are facilitated by the airport, as
many of them were attracted by the existence of the airport. Many of the
Brindabella business park tenants are in financial services, I'T or
communications — that is, specialist knowledge-based services. By locating at a

! Job numbers in this study are reported as Full-Time Equivalents (FTEs).

Executive summary X
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walking distance from the Canberra Airport terminal, they can readily service

the East Coast of Australia as well as government and defence clients in the
ACT.

Total impact

The total (direct and indirect) employment generated or enabled by Canberra

Airportt is estimated at 12,496 FTEs (comprising 9,780 direct FTEs and 2,716
indirect FTEs) and a $1.34 billion contribution to GRP. This is the backward-
linkage effect and is significant at about 7 per cent of total GRP for Canberra

and it surrounds. Forward-linkage effects are additional, as are consumption-

induced indirect impacts.

The employment and value added generated or enabled within Canberra and

surrounding region by the Canberra Airport Precinct by activity type in 2009-

10 are shown in Figure ES 1 and Figure ES 2 respectively.

Figure ES 1 Employment generated or enabled within Canberra and

surrounding region by the Canberra Airport Precinct by activity

type, 2009-10
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Figure ES 2 Value added generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type, 2009-10

1,400

1,200 —
1,000 —

800
600

400

200

Aviation-related Tourism Aviation activity Non-aviation
activity plus tourism activity

B Direct M |ndirect Consumption-induced indirect

Data source: ACIL Tasman

Catalytic benefits

There are important forward-linkage benefits that aviation (and hence the
airport) facilitates in the wider economy and society — positive developments in
other industries that would not take place, or would be smaller, if there was no
aviation.

They occur because of the reductions in transport costs (after allowing for the
value of time) and improvements in transport quality, due to aviation. Aviation
allows day-return business trips, short leisure trips (for example, long
weekends) and urgent freight deliveries, that otherwise would either be
impossible or difficult. The airport improves the "connectivity" of the ACT
area with the rest of Australia and the world.

The catalytic benefits of aviation and airports show up in many ways:

¢ lower costs of doing business because of the ease of travel over distances
that would be onerous by road

e greater competition because of readier access to alternative suppliers

¢ greater innovation because of access to a wider range of human skills and
interaction between them

e improved ability to bring in, or send out, specialised personnel
¢ amore flexible labour market

e improved ability to deal with temporary shortages of personnel (e.g. IT) or
of goods (e.g. spare parts)

Executive summary Xii
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* cconomies of scale and specialisation

* increased investment because it is easier to become familiar with the
potential place of investment, potential clients and collaborators

* more efficient interaction between different levels of government.

These benefits (shown in Figure ES 3), for which aviation is the catalyst,
improve productivity in the economy — that is, with a given level of resources it
becomes possible to produce more value. Aviation is a driver of economic
growth as well as a beneficiary of it.

Over time there is a dynamic impact on the economy. The initial effects on
productivity lead to expansion of the more productive sectors relative to the
rest, and to higher economic growth.

The effects are too pervasive to quantify accurately. Overseas estimates based
on broad assumptions (and including international gateway airports, London
and Auckland) suggest that the catalytic impacts are at least as important as the
base impacts and possibly considerably more. If that applied to Canberra
airport, the above value added estimated could be doubled. The message is
that the total impact, while not precisely known, is much larger — and hence
that constraints on the airport would be worse for the region — than first
seems.

Executive summary iii
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Figure ES 3 Benefits of airports and aviation 6 forward and backward
linkages
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Personal benefits

Aviation is also the catalyst for personal benefits. Without aviation, personal
travel beyond about 300 km would become more difficult. People would travel
less, and part of the time away would be wasted on long periods in cars or
buses.

This would reduce the personal "connectivity" with friends and relatives, the
ability to attend important personal events such as reunions, weddings and
funerals and reduce the opportunity for holidays, cultural and sports trips.

Executive summary Xiv
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Competition

If airports could not expand to cope with growth in demand, aitlines would
raise fares as their flights filled up” and new airlines (e.g. low cost carriers)
would not be able to obtain landing slots.

The Canberra AirVolution project is an important facilitator of competition
through greatly expanded capacity, a design that can readily be further
expanded and gates that are all common-user.

Competition opens up the benefits of aviation to more people. Low fares have
led to mass travel that previously was denied to those on lower incomes and to
mid-income people with families.

Canberra Airport as a freight hub

With ongoing curfew restrictions on Sydney Airport and robust economic
growth, Canberra airport envisages the development of a freight hub. Unlike
the other major curfew-free airports on the east coast (Melbourne and
Brisbane), Canberra can in effect provide night time freight services to Sydney
because it is only three hours away by road.

The growth of the overnight air freight hub may include direct services to
additional domestic destinations and Auckland, services to regional
NSW/Victorian destinations replacing services that currently operate through
Sydney, and eventually direct international freight services to Canberra.

Based on information in the airport master plan, the following economic
impacts are estimated:

* acumulative increase in real economic output (or GRP) for Canberra and
surrounding region (the ACT plus Queanbeyan) between 2011 and 2030 of
$646 million in 2010 dollars (or an average of $32 million per year)

* anet employment increase of 2,107 jobs in Canberra and the surrounding
region over the period from 2011 to 2030 (or an average of 105 jobs per
year) —1,128 jobs are generated directly and another 889 jobs as a result of
flow-on activities.

The emergence of the freight hub at Canberra Airport will to facilitate the
growth of just-in-time industries around the airport, analogous to the high end
service activities that the airport has facilitated at the business park.

2 Their yield management systems do this automatically by rationing or eliminating seats that
are made available (e.g. for advance bookings) at lower fares.

Executive summary XV
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Impact of a curfew

The building of homes directly under flight paths in Canberra Airport’s High
Noise Corridor (including at Tralee and Environa) could lead to an overnight
curfew being imposed on the airport. That would severely limit the Airport’s

capacity to service international flights, threaten existing services such as the

Perth and Gold Coast, slow tourism growth, reduce employment growth and
undermine the wider catalytic benefits of the Airport.

It would also restrict the time-sensitive overnight airfreight and curtail the
development of the overnight freight hub. The economic benefits arising from
the freight hub that would be foregone with the introduction of a night curfew
would be considerable (averaging more than $32 million a year in Gross
Regional Product between 2011 and 2030 in current dollars).

Canberra as a second Sydney airport

Sydney’s Kingsford Smith Airport is already at or near capacity in peak periods.
As it approaches full capacity there will be increasing pressure on its
infrastructure. Aviation delays in the Sydney basin will become more common,
and passengers not starting or ending their journeys at Sydney will try to avoid
it. Airport capacity problems in the Sydney area are currently the subject of a
review commissioned by the Commonwealth and NSW governments.

Canberra Airport is a potential solution to Sydney’s emerging need for a
second airport. It can also become an alternative connecting hub. The cost of
developing a new (greenfield) international airport with a dedicated high speed
rail link to Sydney might be substantially greater than extending a high speed
rail line to Canberra and using the expanded terminal at Canberra Airport.

Increasing Sydney airport congestion creates several opportunities for
Canberra airport:

* increased domestic flights that avoid a change of plane at Sydney

* development as an East coast airline hub as Canberra’s flight frequencies
and range of destinations increase

¢ development of a regional hub at Canberra as many of the services sought
by regional residents when travelling to Sydney (such as professional
services and entertainment) are also available in Canberra

 international point-to-point services that avoid Sydney such as Canberra-
Auckland and Canbetra-Singapore (for traffic to/from those points and for
connections beyond to Asia, Europe, North America etc) and Canberra-
Bali and other leisure destinations.

* development of a freight hub, in part as a “back door” to Sydney.

Executive summary Xvi
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Canberra airport 2030

The main changes at Canberra airport in the future are expected to be:

* expansion in domestic and regional air services, both in frequency and to
new destinations, initially Cairns and the Sunshine Coast

* development of international services, facilitated by the new terminal
e expansion of freight services
* increasing regional bus services to Canberra airport

* expansion of Brindabella Business Park, Majura and other precincts.

In 2008-09, 3.06 million passengers passed through Canberra Airport. The
airport projects 7.25 million passengers by 2029/30 based on a mid-range 4.2
per cent growth rate. The high range forecast is 8.8 million passengers,
including some overflow traffic from Sydney, particularly in the last eight years
of the period.

Economic impact

In 2030 with the Medium scenario, total activities associated with the airport
precinct are expected to generate employment of over 21,000 jobs. The total
value added is estimated as $2.42 billion.

At the national level, ACIL Tasman estimates that the airport will contribute
$2.63 billion to Australia’s GDP in 2030 under the Medium scenatrio.

Employment created under the High scenario is estimated at 23,600 jobs in
2030, and total value added as $2.63 billion. At the national level the airport is
estimated to contribute $3.19 billion to Australia’s GDP. The wider benefits in
other sectors, and to private individuals, facilitated by aviation (and the airport)
are additional to these estimates.

The employment and value added generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity type in 2030
under the High scenario are shown in Figure ES 4 and Figure ES 5
respectively. By comparing Figure ES 4 and Figure ES 5 with Figure ES 1 and
Figure ES 2, it can be seen that aviation activities and tourism are expected to
grow more strongly between 2010 and 2030 than non-aviation activities at the
airport.
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Figure ES 4 Employment generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity

type, 2030
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Figure ES 5 Value added generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity

type, 2030
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1 Infroduction

ACIL Tasman has been commissioned by Canberra Airport to undertake an
analysis of the current economic contribution of Canberra Airport to Canberra
and the surrounding region as well as its contribution in 20 years’ time. For the
purposes of this study, the surrounding region includes the rest of the ACT
and Queanbeyan in New South Wales.

This study also considers the opportunities that exist for, the benefits of and
issues with, Canberra Airport becoming Sydney’s second airport.

1.1 Study objective

The purpose of the study is to assess the impacts of Canberra Airport and
produce a report for the purposes of:

¢ providing a source document for Canberra Airport to utilise in its planning
and community outreach

e providing a report that complements the Canberra Airport 2009 Master
Plan.

Canberra Airport Pty Ltd plans to disseminate the report to the
Commonwealth, ACT, NSW and local Governments as well as local business
groups.

1.2 Study scope

The scope of this study comprises the following elements:

* a baseline assessment of current economic impacts of Canberra Airport in
2010

e an assessment of wider economic and social benefits
¢ an assessment of the economic impacts of the ‘AirVolution’ project

¢ an assessment of the economic impacts of Canberra Airport becoming an
overnight freight hub and the potential impact of a curfew

* an assessment of the economic impacts of Canberra Airport in 2030,
including a ‘medium growth’ scenario and a ‘high growth’ scenario, as
Canberra Airport potentially emerges as Sydney’s second airport.

1.3 Report structure

This report is structured as follows:

¢ Chapter 2outlines the methodology for the study, including the use of
input-output analysis and computable general equilibrium modelling

Infroduction 1
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* Chapter 3 examines the current economic contribution of the airport to
Canberra and the surrounding region

*  Chapter 4 assesses the wider contributions of aviation as a business catalyst
and in improving personal well-being

*  Chapter 5 discusses the direct and indirect economic impacts of the $350
‘AirVolution’ project at the airport

*  Chapter 6 examines the key issues associated with the potential emergence
of Canberra Airport as a second Sydney airport

* Chapter 7 assesses anticipated increases in aviation and non-aviation
activities at the airport’s various precincts in the years leading to 2030

*  Chapter 8 analyses the likely economic contribution of the airport in 2030
under a ‘Medium’ scenario and a ‘High’ scenario. The latter corresponds to
the emergence of Canberra Airport as a second Sydney airport

*  Chapter 9 summarises the key findings of the study.
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2 Study methodology

2.1 Overview

When considering economic impacts, Canberra Airport is best thought of as

comprising

* aset of aviation-related businesses, being the airport company itself and its
aviation-related tenants: terminal cafes and shops, aitline support, aircraft
repair etc. Commercially these are distinct businesses, but from an
economic point of view they are a cluster of businesses that collectively
provide services to aviation

* other businesses located at the airport, such as tenants in the adjacent
Brindabella Business Part and other airport precincts.

* Conceptually the economic impacts of Canberra airport comprise three
categories: the direct impact (incomes and employment)of the aviation-
related businesses and of the non-aviation businesses at the airport

e the indirect benefits of these businesses through their purchases from
suppliers, creating further income and employment, in turn having a further
impact on their own suppliers and so on (a multiplier effect)

* the effect that the aviation-related businesses have in facilitating

developments in other businesses (a catalytic effect), in the public sector
and in improving personal well-being.

The first two of these categories can be thought of as backward linkages —
businesses whose activities feed back into the wider economy and community
through impacts on suppliers and, in turn, their suppliers. The last category is a
set of forward linkages — the airport facilitates aviation which is the catalyst for
impacts among those who use its services.

This study uses established quantitative techniques to estimate the size of the
impacts of the first two categories, showing that they are a substantial portion
of the region’s economy, and provides a largely qualitative assessment of the
catalytic effects. Overseas studies suggest that the catalytic impacts are at least
as large as the direct impacts.

2.2 Data collection

Three main sources of information have been used for the study and are

detailed below.

2.2.1 Data from Canberra Airport Pty Ltd

Data and other information obtained from the airport operator included:
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. assenger and freight throughput and projections
p g g ghp proj
. lans for airport development
p p p
* company data including operational costs and revenues
* construction cost estimates

* employment data.

222 Survey of airport tenants

To fully assess the economic impact of Canberra Airport, encompassing the
airport terminal and the airport’s various other precincts, ACIL Tasman
needed to understand not only the activities of the airport company, but also
the activities of tenant businesses. These tenants comprise businesses that are
directly involved in airport operations and those who are tenants of the
Canberra Airport estate and interact with airport operations in a variety of
ways.

Data was gathered from these businesses through an electronic survey of all
businesses and government service providers operating at the airport. Data
obtained from the survey included:

* employment characteristics

e expenditure by businesses operating at the airport.

223 Data from published sources

Additional data was obtained from published sources, including:

e Australian Bureau of Statistics (ABS)

* Bureau of Infrastructure, Transport and Regional Economics (BITRE)
¢ Tourism Research Australia.

¢ UK and NZ economic assessments of airports and aviation.

2.3 Economic modelling

2.3.1 Input-output analysis and general equilibrium analysis

The current and future economic contribution of the Canberra Airport
Precinct was analysed using input-output multipliers (see Box 1) and ACIL
Tasman’s computable general equilibrium (CGE) model, Tasman Glolgak
Section 2.3.2)

First, ACIL Tasman estimated the current direct and indirect contribution of
Canberra Airport, including its tenants using input-output multipliers
constructed using data collected for this study and input-output tables for the
ACT plus Queanbeyan and the rest of Australia economies.
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To assess the Airport’s future contribution, ACIL Tasman first used the
Tasman GlolabE model to update the undetlying input-output tables and
then constructed the underlying input-output multipliers. The updated input-
output tables were estimated using a reference case which incorporated the
assumed airport growth over the period 2010 to 2030 along with estimates of
population, workforce and economic growth for the ACT plus Queanbeyan
region, the rest of Australia and the rest of the world.

Population growth for the eight Australian states and territories incorporates
all the latest ABS information on population levels, fertility, mortality and
migration rates. Economic growth projections were developed by ACIL
Tasman and were based on the population assumptions and on the Treasury’s
forecasts of growth in labour productivity as well as assumed labour
participation rates by age. The conservative economic growth and population

growth assumptions used to develop this reference case are reported in Figure
1.

Figure 1 Economic growth and population assumptions used in the reference case
Economic growth Population growth
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Data source: ACIL Tasman assumptions based on ABS and Treasury projections

It is assumed that economic growth will, after a strong rebound from 2008 to
2012, decline gradually towards its historical long run rate, reflecting the views
of Treasury and others about overseas developments and long term
demographics. The significant population growth of the last few years is not
expected to be sustained; instead it is assumed (in part because of aging) to
decline gradually to 2030 when it is expected to be one percent per annum
nationally.
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Box 1 Input-output tables and multipliers

Aninput-out put table provides a summary, or a osnapshoto6, of t
selected period. In simple terms an input-output table shows, for a given industry, which other industries it purchases
from and which other industries it sells to. The table also shows payments to labour by industry and returns to the
capital employed by industry. These payments to labour and capital are summed to estimate value added which is
the building block of regional and Gross State Product.

In addition to being a useful tool for describing a state or regional economy and the industries within it, input-output
tables can also be used to generate input-output multipliers, which are used to conduct economic impact analysis.
Input-output multipliers capture the direct and indirect effects of an economic stimulus on a region. For example, if
output from an industry increases, input-output multipliers can be used to estimate the total impact of this change on
employment, and value-added in the region of interest.

The total economic impact that can be identified using input-output multipliers includes the direct effect of the initial
change and the indndlecef f(oat Ddnletidulseesud frodmltleevinkages between industries in
the economy. For example, Canberra Airport Precinct purchases inputs from other industries in the ACT and the rest
of Australia. I f the Airport Precinctds output increases,
local businesses, who themselves must increase their demand for inputs, some of which will be from other local firms,
and so on.

Input-output multipliers that capture the flow-on effects of inter-industry interactions are said to be Type 1 multipliers.
Where the multipliers also capture the impacts of increased employment and a subsequent increase in private
consumption, then the multipliers are said to be Type | I m
included in total/Type Il multipliers, they are larger than the corresponding Type | multipliers.

I-O multipliers are derived by using matrix algebra on the intermediate usage matrix of the |-O table to demonstrate
the direct and indirect effects of an expansion in a particular industry. The multipliers are therefore based on a range
of key assumptions including:

A The cost structure of industries remains constant over time

A Allindustries exhibit constant returns to scale on production

A There is no substitution between inputs

A The economy is in equilibrium at given prices

A There are no capacity constraints arising from an increase in demand

A There are no other constraints such as those that might arise from balance of payments induced effects.

As a consequence of these assumptions, the results of the multiplier analysis should be considered as upper limits.
Treating the estimates as upper limits is particularly important if the change in demand is large relative to the
economy as a whole, and there is full employment in labour and capital. Given that the assumptions underpinning
multiplier analysis tend to be upper limits and given that the multipliers are being applied to all of the airport and its
tenants activities at the airport rather than incremental activity, ACIL Tasman has elected to be conservative in the
use of multipliers. ACIL Tasman therefore reports the more conservative snapshot using Type | multipliers as well as the

contribution associated with Type Il multipliers Thus ACIL Tasman reports a more conservative lower bound and an
upper bound of the contribution.

Further, as outlined in the Airport’s latest Master Plan, the airport will
undertake $350 million of investment in the ‘AirVolution’ project at the airport
site over the period 2009 to 2013. The economic impacts of this investment
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have been modelled, as have those of the investments associated with the
Airport’s aim of establishing itself as a freight hub.

Finally, the contribution of the Airport and its tenants to the ACT plus
Queanbeyan region and to Australia is assessed at the end of the Master Plan
period in 2029-30. This contribution is assessed using input-output multipliers
using the Tasman Glolabdelling of the 2029-30 reference case.

2.3.2 Tasman Global CGE model

CGE economic models, such as Tasman Glopalmic the workings of the
economy through a system of interdependent behavioural and accounting
equations which are linked to an input-output database. These models provide
a representation of the whole economy, set in a national and international
trading context, starting with individual markets, producers and consumers and
building up the system via demands and production from each component.
When an economic shock or disturbance is applied to a model, each of the
markets adjusts according to the set of behavioural parameters which are
underpinned by economic theory.

CGE models can be used to analyse the effect of a change in the output of an
industry and the direct and indirect flow-on effects this has on the rest of the
economy. In addition to recognising the linkages between industries, these
models also recognise the constraints that apply in an economy.

An important element of CGE analysis undertaken in this report is the
development of a base or reference case. Once the base case has been
developed it forms the basis against which the impact of a change, such as an
investment in airport infrastructure can be modelled. The outcomes of
simulations modelled are deviations from the reference case. To eliminate the
impact of price movements in the results, economic variables such as the
Gross State Product are reported as deviations from their real rather than

nominal values.

Details of Tasman Globad provided in Appendix A of this report.

2.4  Analysis of wider economic benefits

The impacts estimated from the modelling are supplemented, in Chapter 4, by
analysis of the impacts that aviation (and hence airports) have on the wider
economy and community.
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3 Canberra Airport today

3.1 Overview of the airport

3.1.1 Location

Canberra Airport is located in the Majura Valley, eight kilometres east of
Canberra’s CBD and four kilometres north-west of Queanbeyan, NSW (see

Figure 2).

Figure 2 Location of Canberra Airport and major road network
surrounding the airport
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The airport is located on the East-West Transport Corridor as defined in the
National Capital Plan and on the major East-West Employment Corridor as
defined in the Canberra Spatial Plan, which contains 70 per cent of Canberra’s
employment. It is also denoted as a Defined Office Employment Centre in the
National Capital Plan and as an Activity Node in the Canberra Spatial Plan.

Historically, civil aviation facilities have been confined largely to the south-west
corner of the Airport (apart from some Airservices Australia facilities), with the
Department of Defence occupying Fairbairn, to the north-east of the Airport
site.

The withdrawal of Defence facilities from Fairbairn in May 2004 and the
inclusion of these facilities as part of the Airport lease have presented
opportunities for civil aviation and commercial expansion on the eastern side
of the Airport.

3.1.2 History

Canberra Airport was established on the existing site in 1927 and controlled by
the civil authorities until 1940, when responsibility passed to the Department
of Air. From 1940 it was used by civil aircraft under the terms of a Joint User
Agreement between the Department of Civil Aviation (and its successors) and
the Department of Defence. In 1989 the Federal Airports Corporation (FAC)
assumed control of the civil (or western) side of the Airport under a Crown
Lease arrangement with the Commonwealth.

The first structure on the Airport site, a hangar, was completed in 1936.
Construction of RAAF facilities and accommodation began in 1940. Runways
were initially hard surfaced in 1948.

Significant construction of the present civil aviation area began in the early
1960s. By the mid 1960s these facilities comprised the passenger terminal,
airfreight sheds and the Department of Civil Aviation hangar and workshop.

Passenger terminal extensions by the Commonwealth, Ansett and Australian
Airlines commenced in the mid 1980s but were in need of major refurbishment
by the mid 1990s.

In 1998 Canberra Airport Pty Limited, a Canberra-based family business,
purchased the lease of the aviation facilities, land and infrastructure known as
Canberra Airport, including development rights.

The privatisation of the Airport in 1998 led to substantially increased
investment in aeronautical infrastructure. This investment included upgrades of
the passenger terminal, expansion of the General Aviation precinct, a major
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runway widening and extension and taxiway upgrades, new hangars, a new fuel

farm and a new freight facility.

In addition to these acronautical investments, the Airport has also made a
major investment in commercial infrastructure including Brindabella Business
Park, (modern offices and other facilities) Majura Park (a mixed use zone
incorporating a range of uses such as retail and offices), and Fairbairn.

3.1.3 Facilities

The Airport has two runways: the main runway (Runway 17/35) is 3,283
metres long after its extension in 2006 and is aligned approximately north-
south, while the intersecting (or cross) runway (Runway 12/30) is 1,679 metres
long. The main runway is long enough for the largest aircraft including the
Boeing 747 and Airbus 380.The cross runway is generally only used by smaller
General Aviation aircraft and is seldom used at night.

Until recently the current terminal comprised of a Qantas-owned and operated
facility at the western end used by Qantas, Qantaslink and Brindabella Airlines,
and a common-user facility owned and operated by Canberra Airport at the
central and southern end of the terminal used by Virgin Blue and Tiger
Airways.

The terminal is now being replaced in stages by a much larger and more
modern complex (the AirVolution project) described in chapter 5. The new
terminal is a total common user facility, which maintains flexibility as different
airlines grow at different rates, and ensures that existing airlines cannot prevent
the airport from welcoming new carriers to Canberra.

Existing retail facilities include two cafés, a coffee provider and a
newsagent/bookstore. A currency exchange outlet and a range of rental car
counters are also provided for passenger use.

Construction of a new Southern Terminal Concourse, over previous car
parking areas, has been completed. Construction is planned for a new Western
Terminal Concourse in the area previously occupied by the Qantas terminal,
now demolished. When completed the new terminal will be a multi-level
structure, with an elevated roadway arrangement and multi-level car parks.

3.2 Airside activities

3.2.1 Destinations served

Canberra Airport is currently served by four domestic airlines: Brindabella
Airlines, Qantas, Tiger Airways and Virgin Blue. The destinations offered by
these airlines and their weekly flight frequencies are shown in Figure 3.
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Figure 3 Current destinations and weekly flight frequencies
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Canberra Airport’s domestic route network has historically been dominated by
the Canberra-Sydney and Canberra-Melbourne routes. In the last decade,
substantial additional capacity has been allocated to the Canberra-Brisbane
route and, to a lesser extent, the Canberra-Adelaide route. In the decade since
the airport was privatised, passenger growth between Canberra and Adelaide,
Brisbane, Melbourne and Sydney has been 258 per cent, 122 per cent, 45 per
cent and six per cent respectively.

New routes have commenced from Canberra to Perth (Qantas) and the Gold
Coast, Hobart and Townsville (Virgin Blue). Brindabella Airlines operates
services on the Canberra-Newcastle and Canberra-Albury regional routes in
cooperation with Qantas.

3.2.2 Passenger traffic

The number of passengers moving through Canberra Airport on an annual
basis is shown in Figure 4. In this dataset published by the Bureau of
Infrastructure, Transport and Regional Economics (BITRE), passenger data is
the total passengers on board by flight stage.

Canberra Airport today 1"
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Figure 4 Passenger movements (inbound plus outbound) at Canberra
Airport, 1985-86 to 2009-10
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In the 2009-10 financial year, there were a total of 3.26 million passengers
(inbound plus outbound), of which 2,764,451 were carried by domestic airlines
and 493,945 were carried by regional airlines. These numbers correspond to
average annual growth rates over the preceding decade of 7.9 percent and -0.5
percent respectively.

3.23 Aircraft movements

The number of aircraft movements at Canberra Airport over the last thirteen
years is shown in Figure 5. In 2009-10, there were 31,503 domestic aircraft
movements and 11,821 regional aircraft movements. This represented an
average annual change over the past decade of 6.5 percent and -10.3 percent
respectively.

Combining regional and domestic aircraft and passenger movements, it can be
seen that the growth in aircraft movements has been lower than that of
passenger movements, because the average seating capacity of aircraft has
increased over time. For example, while the fleet in 2000 was dominated by
turboprop aircraft such as the Bombardier (previously de Havilland) Dash 8
and Saab 340; the predominant aircraft that operate from Canberra Airport
today are jetliners such as the Boeing 737.
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Figure 5 Aircraft movements (inbound plus outbound) at Canberra
Airport, 1985-86 to 2009-10
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3.24  General aviation and military operations

Canberra Airport also supports General Aviation (GA) activities, including
those associated with:

¢ ACT Emergency Services

¢ Australian Federal Police air wing
¢ pilot training school

* aircraft maintenance facilities

* business jet operations

 air ambulance operation (Royal Flying Doctor Service, NSW Air
Ambulance, Wingaway)

* aircraft charter operators

* private flying.

As the airport serving the nation’s capital, the GA and military aviation sectors
are important components of Canberra Airport’s aviation capability.

Military aviation has historically played a major role at Canberra Airport,
originally through the operation of RAAF Base Fairbairn on the north-eastern
side of the airport. While the entire airport site is now under civil
administration RAAF No 34 Squadron, comprising Boeing Business Jet (B737)
aircraft and Challenger 604 corporate jets, is based at Canberra Airport. It
provides VIP transport operations for the Australian Government.
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3.2.5  Freight activity

Canberra Airport currently hosts a range of overnight airfreight operations, as
well as a range of other night aircraft movements.

While much of Canberra’s airfreight (as it is across Australia) is carried in the
holds of passenger aircraft, business, government and community requirements
dictate that a number of scheduled airfreight operations currently operate each
night to and from Canberra.

Overnight airfreight carried to and from Canberra includes express freight
envelopes, critical medical items such as blood, plasma and radioactive isotopes
for cancer treatment, cash for the banking system, diplomatic parcels and
newspapers.

Current freighter routes include a Toll Express freight service from
Bankstown-Canberra-Cooma operating to Cooma each morning and returning
to Bankstown each evening. This service is especially targeted at the financial
services industry but also carries other freight.

A nightly service operates to and from Sydney and a twice nightly service
operates to and from Melbourne on behalf of Australian Air Express, carrying
all manner of freight. A reduced service is operated on weekends. Freight to
other destinations around Australia is transferred at Melbourne onto other
freighter aircraft.

There is no data on the current volume of freight activities at Canberra Airport
as the BITRE does not collect or publish statistics on domestic freight at
Australian airports.

3.3 Landside activities

3.3.1 Canberra Airport estate

The Canberra Airport estate comprises several key areas or precincts (see

Figure 6), including:

¢ the passenger terminal and General Aviation facility located on the western
side of the main runway

* the Brindabella Business Park adjacent to the passenger terminal

* the former air force base area, now called Fairbairn, located on the eastern
side of the main runway and home to RAAF No 34 Squadron; the area is
regularly used by visiting heads of state and military aircraft in transit

¢ aretail and mixed use section on Majura Road which has been named
Majura Park

 the Pialligo and Glenora precincts.(see section 3.3.0).
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Figure 6 Key areas and precincts at Canberra Airport
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There are approximately 120 businesses located within the Canberra Airport
estate, of which nearly half are located in the Brindabella Business Park and
about a quarter are located at Majura Park.

3.3.2 Terminal businesses

Existing retail facilities at Canberra Airport include cafés,
newsagent/bookstore, a currency exchange outlet and rental car counters.
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A number of airline lounge facilities are provided to serve Qantas, Brindabella
Airlines and Virgin Blue passengers.

3.3.3 Brindabella Business Park

Brindabella Business Park was conceived as an aerospace, defence and I'T hub.
It has developed since its inception in 2000 into one of Australia’s most
sustainable business parks, and incorporates a number of landmark sustainable
buildings. It is now part of the Canberra Airport major activity node as
outlined by the ACT Government in the Economic White Paper and the
Canberra Spatial Plan.

Currently there is 115,000 sqm Net Lettable Area (NLA) of buildings
completed, 33,000 sqm (NLA) under construction and 11,500 sqm (NLA)
approved and yet to be constructed.

The tenants include Accenture, Australian Capital Tourism, the British High
Commission’s Consular Section, Cisco Systems, Deloitte, Department of
Defence, Department of Education Employment and Workplace Relations,
Dimension Data, Diversti, General Dynamics Mediaware, KPMG, NEC,
Netapp, NextGen, Toll Remote Logistics, Raytheon (Australian HQ),
Schneider Electric, and many other businesses.

3.3.4  Majura Park

Majura Park currently contains a variety of retail services, including a shopping
centre and supermarket, as well as a major office park. The focus for the
precinct has been for destinational and local workforce retail uses and large
scale offices.

Currently there is 19,000 sqm Gross Leasable Area Retail (GLAR) of outlet
centre, 4,500 sqm GLAR of supermarket, 4,500 sqm GLAR of mixed retail
and 27,000 sqm NLA of completed offices.

3.3.5 Fairbairn precinct

Fairbairn comprises largely of the land occupied by the former RAAF Base
Fairbairn. The base was vacated by the Department of Defence in May 2004,
with the exception of the 34 Squadron Special Purpose Aircraft fleet.

Since that date, the focus has been on the rejuvenation of the precinct, the
refurbishment of the useable buildings in Fairbairn and the development of
additional major uses such as a number of office buildings.

Currently there is approximately 28,000 sqm NLA completed in five new office
buildings, approximately 50,000 sqm GFA of renovated hangars and adapted
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former RAAF buildings used for a variety of uses including offices and data
centres and 15,000 sqm (GFA) of approved development yet to be constructed
(including data centre opportunities).

3.3.6 Other airport precincts

The Pialligo precinct, which currently incorporates much of the General
Aviation activity on the Airport, has been made over with new infrastructure
recently completed for Brindabella Airlines and Australian Air Express. The
Glenora precinct is an essentially undeveloped area adjoining the access road to
Fairbairn precinct. It is the site of air navigation facilities and the Airservices
Australia Fire Station.

3.4 Current economic contribution of the airport

In this part of the study, ACIL Tasman has quantified the current economic
impact of the airport — encompassing airport operations, airport businesses
and tourism spending enabled by the airport — on Canberra, ACT and the
surrounding region.

3.4.1 Airport aviation-related activity

The aviation-related activities of Canberra Airport Pty Ltd, the operator of the
airport, and the aviation businesses within the airport (such as airlines),
generate a significant economic impact on Canberra and the surrounding
region. These impacts are measured by increases in employment in Full-Time
Equivalents (FTEs) and by increases in Gross Regional Product (GRP). The
definitions of these terms are given in Box 2.

Box 2 Modelling output metrics - definitions

Full-time equivalent (FTE):a way of measuring a worker @snin
FTE of 1.0 means that the person is a full-fime worker, while an FTE of 0.5 signals that the
worker is only half-fime

Value added: the difference between the price a business obtains from the sale of one
unit of its product and the costs of all intermediate inputs incurred by the business in its
production

Gross Regional Product (GRP): a measure of the size of the economy of a region
obtained by aggregating the value added of all businesses in the region; the equivalent
measure for the national economy is Gross Domestic Product (GDP)

The data indicates that aviation-related activity at the airport generates 474
direct FTEs and 343 indirect FTEs in Canberra and the surrounding region (or
687 indirect FTEs when consumption-induced effects are also included — see
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Table 1). Its direct contribution to value added in the region (as measured by
GRP) is $215.4 million per year, while its indirect contribution to GRP is $69.6
million (or $136.8 million when consumption-induced effects are also

included).

The total (direct plus indirect) employment impact of the airport’s aviation-
related activities on the region is therefore 975 FTEs (or 1,485 FTEs when
consumption-induced indirect effects are included). The total GRP impact of

the airport’s aviation-related activities is $285.0 million per year (or $352.2

million when consumption-induced indirect effects are included).

The estimated contribution of the airport’s aviation-related activities to the

national economy is shown in the lower half of Table 1.

Table 1 Current economic impact of Canberra Airportd s a v iredated o n
activities

Employment Value added i
(FTEs) GRP, GDP
($ million)

Canberra and surrounding region
Direct contribution 474 2154
Plus first round and industrial support contribution 501 69.6
Total Type 1 multiplier contribution 975 285.0
Plus consumption induced contribution 510 67.2
Total Type Il multiplier contribution 1,485 352.2

Australia

Direct contribution 474 2154
Plus first round and industrial support contribution 652 105.8
Total Type 1 multiplier contribution 1,126 321.1
Plus consumption induced contribution 954 126.3
Total Type Il multiplier contribution 2,080 447.4

Data source: ACIL Tasman

3.4.2 Tourism impact

The aviation activities at Canberra Airport generates additional benefits for

Canberra and the surrounding region by facilitating tourism spending by

domestic and international visitors who arrive in the region by air.

According to Tourism Research Australia, there were 1,834,000 domestic

overnight visitors to Canberra in the year ended 31 March 2010. These visitors
spent a total of $873 million. In the same period, there were also 1,399,000 day
visitors to Canberra who spent a total of $252 million. 27 per cent of domestic

visitors to Canberra arrive by air.

Canberra Airport today

18



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

Data collected by Tourism Research Australia via the International Visitor
survey show that 155,000 international visitors to Canberra spent a total of
$269 million in the region in the year ended 31 March 2010. It is assumed that
the proportion of international visitors who arrive by air (primarily through
Sydney Airport) is 50 per cent.

The current economic impact of tourism spending enabled by Canberra
Airport on Canberra and the surrounding region is shown in Table 2.

Table 2 Economic impact of tourism spending enabled by Canberra
Airport on Canberra and surrounding region

Employment Value added i

(FTEs) GRP, GDP
($ million)

Domestic visitors
Direct contribution 1,283 120.6
Plus first round and industrial support contribution 313 20.3
Total Type 1 multiplier contribution 1,596 140.8
Plus consumption induced contribution 472 62.1
Total Type Il multiplier contribution 2,068 202.9
International visitors
Direct contribution 568 53.4
Plus first round and industrial support contribution 139 9.0
Total Type 1 multiplier contribution 707 62.4
Plus consumption induced contribution 209 27.5
Total Type Il multiplier contribution 916 89.9
All visitors
Direct contribution 1,850 174.0
Plus first round and industrial support contribution 452 29.2
Total Type 1 multiplier contribution 2,303 203.2
Plus consumption induced contribution 682 89.6
Total Type Il multiplier contribution 2,984 292.8

Data source: ACIL Tasman

Domestic and international tourism spending enabled by the airport generated
1,850 direct FTEs and 452 indirect FTEs (or 1,134 indirect FTEs when
consumption-induced effects are also included). Its estimated direct
contribution to value added in the region (as measured by Gross Regional
Product) is $174.0 million per year, while its indirect contribution to GRP is
$29.2 million (or $118.8 million if consumption-induced effects are also
included).

The total (direct plus indirect) employment impact of tourism spending
enabled by the airport is therefore 2,303 FTEs (or 2,984 FTEs when
consumption-induced indirect effects are included). The total GRP impact of
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this tourism spending is $203.2 million per year (or $292.8 million when
consumption-induced indirect effects are included).

3.4.3  Airport non-aviation activity

Non-aviation activities at the airport’s various precincts generate an estimated
7,456 direct FTEs and 1,763 indirect FTEs in Canberra and the surrounding
region (or 4,727 indirect FTEs when consumption-induced effects are also
included). The estimated direct contribution to value added in the region (as
measured by Gross Regional Product, GRP) is $658.6 million per year, while
its indirect contribution to GRP is $191.8 million (or $581.4 million when
consumption-induced effects are also included).

The total (direct plus indirect) employment impact of the airport’s non-aviation
activities on the region is therefore 9,219 FTEs (or 12,183 FTEs when
consumption-induced indirect effects are included). The total GRP impact of
the airport’s non-aviation activities is $850.4 million per year (or $1,240.1
million when consumption-induced indirect effects are included).

The estimated contribution of the airport’s non-aviation activities to the
national economy is shown in the lower half of Table 3.

Table 3 Current economic impact of current Canberra Airport non-
aviation activities

Employment Value added i

(FTEs) GRP, GDP
($ million)
Canberra and surrounding region
Direct contribution 7,456 658.6
Plus first round and industrial support contribution 1,763 191.8
Total Type 1 multiplier contribution 9,219 850.4
Plus consumption induced contribution 2,964 389.6
Total Type Il multiplier contribution 12,183 1,240.1
Australia
Direct contribution 7,456 658.6
Plus first round and industrial support contribution 2,923 358.9
Total Type 1 multiplier contribution 10,379 1,017.5
Plus consumption induced contribution 5,672 749.9
Total Type Il multiplier contribution 16,051 1,767.4

Data source: ACIL Tasman

These numbers are much bigger than for the airport’s aviation-related
activities. The non-aviation activities are facilitated by the airport, as many of
them were attracted by the existence of the airport. As can be seen from the
list of tenants in Section 3.3.3, many of them are in financial services, IT or
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communications — that is, specialist knowledge-based services. By locating at a
walking distance from the Canberra Airport terminal, they can readily service
the East Coast of Australia as well as government and defence clients in the

ACT.

3.44 Total impact

The total employment generated or enabled directly and indirectly as a result of
Canberra Airport by activity type is illustrated in Figure 7. The data shows that,
in 2009-10, the activities associated with the airport precinct (aviation, tourism
and non-aviation) generated or enabled total direct employment of 9,780 FTEs
and total indirect employment of 2,716 FTEs (or 6,872 FTEs when
consumption-induced indirect effects are also included).

Figure 7 Employment generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type, 2009-10

14,000

12,000 —

10,000 —

8,000

6,000

4,000

2,000

Aviation-related Tourism Aviation activity Non-aviation
activity plus tourism activity

M Direct MIndirect Consumption-induced indirect

Data source: ACIL Tasman

The sum of total direct and indirect employment was therefore 12,496 FTEs
(or 16,652 FTEs when consumption-induced indirect effects are include).

The total value added generated or enabled directly and indirectly as a result of
Canberra Airport by activity type, as measured by GRP, is illustrated in Figure
8. The airport generates estimated total direct value added of $1,048.0 million
per year and total indirect value added of $290.6 million (or $837.0 million
when consumption-induced indirect effects are also included).
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Figure 8  Value added (GRP) generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type ($ million), 2009-10
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Data source: ACIL Tasman

The total direct and indirect value added generated or enabled by the airport
precincts’ activities to Canberra and the surrounding region is therefore $1.339
billion per year (or $1.865 billion when consumption-induced indirect effects
are included). This constitutes a significant proportion (over 7 per cent) of the
ACT’s economic activities, which totalled $25.97 billion in 2009-10, as
measured by Gross State/Territory Product.

At the national level, ACIL Tasman estimates that the airport currently
contributes $1.608 billion annually to Australia’s GDP (or $2.672 billion when
consumption-induced indirect effects are included).

3.4.5 Impacts on the aviation sector

Canberra Airport facilitates the domestic operations of airlines such as Qantas,
Virgin Blue and Tiger Airways. In the absence of the airport, Canberra
residents and visitors to Canberra would likely fly in and out of Sydney Airport
instead. While this means that flights on routes such as Brisbane-Canberra and
Canberra-Perth would be replaced by Brisbane-Sydney and Sydney-Perth
flights respectively, the high-volume Canberra-Sydney route would be replaced
by road transport.

In 2010, according to BITRE, a total of 1,014, 147 of passengers were carried
on the Canberra-Sydney/Sydney-Canberra route. Assuming an average one-
way fare of $150 on the route, the foregone revenue would have been
approximately $150 million per annum.

Canberra Airport today 22



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

Qantas employs more than 30,000 workers and carries approximately 40
million passengers per year. This implies that each passenger generates
employment for 0.0008 workers. Based on this statistic and assuming that it is
similar for other carriers, by facilitating Canberra-Sydney flights, Canberra
Airport creates employment for approximately 800 airline workers in Australia.
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4 Catalytic benefits

This chapter discusses additional benefits that flow from airports and aviation.
These benefits include catalytic economic benefits to the rest of the economy,
personal benefits, and consumer benefits through the facilitation of greater
airline competition. These benefits, and the benefits quantified previously in
Chapter 3, are illustrated in Figure 9.

4.1 Economic benefits

Up to this point the analysis has focused on the direct economic impact of the
airport and the businesses located there, and the indirect impacts on the tourist
sector. In addition, there are important benefits that aviation (and hence the
airport) facilitates in the wider economy and society — positive developments in
other industries that would not take place, or would be smaller, if there was no
aviation. These are known as supply-side effects, spillover effects or (as in this
paper) catalytic effects.

These benefits take place because of the reductions in transport costs (after
allowing for the value of time) and improvements in transport quality, due to
aviation. To use the Melbourne-Canberra example, a trip that would otherwise
take at least seven hours by road takes one hour by plane. Several hours’ time
is saved, and the direct cost (comparing a typical airfare with car costs) is more
than halved. Aviation allows day-return business trips, short leisure trips (for
example, long weekends) and urgent freight deliveries, that otherwise would
either be impossible or difficult. The airport, making aviation possible and
convenient, improves the "connectivity" of the ACT area with the rest of
Australia and the world.

The catalytic benefits of aviation and airports show up in many ways:

* lower costs of doing business because of the ease of travel over distances
that would be onerous by road, plus enabling of express post and courier
services

e greater competition because of readier access to alternative suppliers —
aviation means that potential suppliers now come from a wider area. For
example the ACT gets better access to Sydney suppliers and ACT suppliers
(such as ACIL Tasman) get better access to the Sydney market. This in turn
benefits consumers, whether they be industries, government or individuals

e greater innovation because of the ability to bring in the greater range of
human skills and enhance interaction between them.
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Figure 9 Benefits of airports and aviation & forward and backward
linkages
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¢ improved ability to bring in, or send out, specialised labour (professional,
technical, skilled etc) — in other words, business and government have
access to a bigger labour pool, and individuals get access to a bigger labour
market

¢ amore flexible labour market — for example, staff will be more willing to
relocate if they can readily check out the new place of employment, and
return to their previous town to visit friends and relatives. Likewise staff
will be more willing to locate away from their families for a period if they
can easily return home at weekends.

e improved ability to deal with temporary shortages, whether of
particular types of personnel (e.g. IT) or of goods (e.g. spare parts
inventory). This in turn reduces holding costs: the in-house staffing level
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can be lower if outsiders can more readily be brought in to deal with peaks
or with needs for specialised assistance, and inventories can be smaller if
just-in-time provision as possible

* economies of scale. With aviation a single place of production can serve
a wider area. An example is specialised communications and IT firms who
can now serve the East Coast of Australia from the Brindabella Business
Park at Canberra Airport

* increased possibilities for specialisation because of the widening of
markets, in turn leading to new products and/or lower costs. This
especially applies to knowledge-intensive activities such as professional
business services, certain legal and financial services, and high technology
services.

* increased investment because it is easier to become familiar with the
potential place of investment, potential clients and collaborators, local
support services etc., and easier to monitor performance and deal with
problems

* more efficient interaction between different levels of government (Federal
and state) and different government agencies (e.g. Defence, the Melbourne
and Canberra officers of the ACCC and Productivity Commission).

This range of benefits, for which aviation is the catalyst, improves productivity
in the economy — that is, with a given level of resources it becomes possible to
produce more value. Aviation is a driver of economic growth as well as a
beneficiary of it. As has been argued in a UK report,

Improved connectivity allows for higher output, higher profits and/or higher wages
within the same mix of activities in the economy, while reduced transport costs can
change the mix of activities that are possible within the economy. Reduced transport
costs can also increase the level of competition in the particular location, and the
increased flow ideas from using transport links can spur innovation (over and above
any impact from increased competition). All of these factors have influences Outsidée
aviation sector and hence are not picked up in any measurement of the output of that
sector... these benefits are not offset by the crowding out of resources that might
otherwise be used elsewhere [than in aviation and airports] in the economy. Instead,
these effects reflect the means by which efficiency in the use of existing resources in

the rest of the economy may be enhanced.?

Over time there is a dynamic impact on the economy. The initial effects on
productivity lead to changes in the relative prices and in investment signals, in
turn leading to expansion of the more productive sectors relative to the rest,
and to higher economic growth.

3 What is the contribution of aviation to the UK economy? Report prepared for the Airport
Operators Association by Oxera, November 2009
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As noted in the UK report:

In addition to the backward links to the economy through the expenditure of aviation
in other sectors, aviation contributes to forward links -- i.e. the use of aviation services

by other sectors.

4.2 Personal benefits

Besides economic benefits, aviation is also the catalyst for personal benefits.
Without aviation, personal travel beyond about 300 km would become more
expensive, both in direct costs and the cost of time. Personal travel would be
reduced (for example, a Canberra resident could no longer spend a weekend in
Brisbane) and the travel that takes place would be of lower quality, as part of
the time away would be wasted on long periods in cars or buses.

This in turn would reduce the personal "connectivity" with friends and
relatives, and reduce the opportunity to leisure activities (such as holidays,
cultural and sportts trips) outside the home area. People generally tend to do
more air travel as incomes rise, so without aviation an important reward and
motivator for extra work would be lost. There would also be a personal cost
through an inability to attend important personal events such as reunions,
weddings and funerals.

4.3 Competition

It is stating the obvious to note that airports are essential to aviation, but it may
be less obvious that efficient airports are essential to growth in aviation and to
competition between airlines.

If airports could not expand to adequately cope with growth in demand (such
as would be the case if a curfew were to be imposed), airlines would raise fares
as their flights filled up’ and new airlines (e.g. low cost carriers) would not be
able to obtain landing slots. Competition would be inhibited and the public
would suffer through lower frequencies and higher fares than otherwise.

The Canberra AirVolution project analysed in the next chapter is an important
facilitator of competition through

e greatly expanded capacity (a terminal itself, hardstanding areas, roads,
parking etc)

¢ adesign that can readily be further expanded

e gates that are all common-user, so there will always be room for new or
expanding airlines.

4 Their yield management systems do this automatically by rationing or eliminating seats that
are made available (e.g. for advance bookings) at lower fares.
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Competition adds to the general benefits of aviation by opening them up to
more people. Low fares have led to mass travel that previously was denied to
those on lower incomes, and to mid-income people with families. Australia’s
air fare experience is shown in the following chart.

Chart 1 Australian Airfare Index 6 13 Months Moving Averages
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Developments that would restrict the capacity of airports would, as underlying
demand increases, lead to higher fares, fewer flights and fewer destinations
than otherwise. For example, capacity limitations at Sydney airport are already
having an effect and will get worse as discussed in Chapter 7. London’s
Heathrow, an example of an airport with capacity problems, has higher fares
than elsewhere and no room for new low-cost airlines. The UK report cited
above estimates that restrictive demand management leading to low or zero
growth implies the need for regulation5 or for fares in 2020 around 60 per cent
higher than they would be otherwise. In the Canberra context, property
developments that led to pressure for curfews and flight limitations could have

> Past experience with aitline regulation in Europe, North America and Australia (the two
airline policy) is that it results in service rigidities and high fares.
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the same sort of effect, with a consequent weakening of aviation’s catalytic
economic benefits and personal travel benefits.

44 Quantification

The catalytic benefits affect the rest of the economy in many ways, some
relatively direct and some indirect — and then there are second (and
subsequent) round dynamic effects. There is no established quantitative
technique for capturing such a mix of effects and keeping them separate from
the other influences at work (technological change, lower frontier protection,
rise of China etc).

Two overseas studies have attempted a quantification of catalytic benefits
based on broad assumptions.’ The UK study estimated — subject to
assumptions and qualifications — that the "supply-side" (catalytic) mechanisms
increase gross value added by slightly more (or possibly considerably more)
than the direct and indirect effects discussed above, due to improved

"connectivity".”

The New Zealand study, like this one, estimated that direct and indirect impact
of aviation related businesses at the airport added value equivalent to 6% of the
area economy. Its estimate of the wider benefits — “Auckland airport role as
key driver in facilitator of economic activity" — was over twice as much again,
on the basis that was not clearly set out and that cannot be validated by ACIL
Tasman.

The theoretical alternative ("counterfactual") of Canberra airport not existing
would have a less dramatic effect than if London’s airports or Auckland airport
did not exist, because of their international gateway roles. In the Canberra
case, the alternative is the inconvenience and deterrent of a three-hour land
connection from Sydney. ACIL Tasman is however confident that the catalytic
effects of Canberra airport, by facilitating aviation connections to the ACT
region, in turn having catalytic business effects, are much larger than the above
estimates, noting that:

¢ cach of the types of benefit is additive — they are not substitutes, but
instead reinforce each other

 they are additional to the direct and indirect benefits estimated in chapter 3

¢ What is the contribution of aviation to the UK economy? Oxera (for UK Airport Operators
Association), November 2009. Auckland Airport Future Economic Impact Assessment,
Market Economics (for Auckland airport) 2010

7 It also provided larger estimates for the impact of aviation on trade and investment, but in
the context of UK aviation overall, especially London as a gateway to the UK, whereas this
study concentrates on Canberra airport.
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* they do not crowd out other activities in the economy, but instead improve
the way the economy works

* the personal benefits are valuable in their own right and, through labour
flexibility, help strengthen the economic benefits.
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5 Economic impact of the AirVolution
project

Continuing growth in demand for aviation services at Canberra Airport has
resulted in the existing terminal facilities operating beyond capacity at peak
periods. In addition, regular international passenger services are not easily
catered for in the current terminal. To allow for future growth and encourage
airline competition, a new terminal complex has been commenced and will, in
stages, replace the existing buildings. It will offer dedicated facilities for regular
international flights, which are expected to commence in 2012/13.

From an economic point of view, important features are

* adesign that can readily be further expanded, thus keeping ahead of
demand

e common user status for all the gates, allowing the airport to encourage
competition by accommodating growth in the airlines that currently serve
Canberra and new airlines that may enter the market.

This $350 million project, which encompasses the new terminal building as
well as associated aeronautical and roads infrastructure, has been christened
‘AirVolution’. An aerial view of the new terminal building is shown in Figure
10. Taken in January 2011, it shows the new Southern Terminal complex; the
old terminal on the right has since been demolished and work has started on
the Western Terminal complex in that area.
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Figure 10 Aer i al T\irVelutiomdf p& oj ect under construction

a Source: Canberra Airport

5.1 Investment in Canberra Airport since 1998

Since its privatisation in 1998, Canberra Airport has undertaken a stream of
investment in aeronautical infrastructure, including the upgrade of the
common-user central terminal for the 2000 Olympics. This includes:

* major terminal apron expansion
* expansion of the General Aviation precinct
e 6.5km of taxiway upgrades

* upgraded terminal facilities including cafés, new check-in desks, new

security screening points, new baggage infrastructure and new car rental
desks

¢ purchase and full redevelopment of the ex-Ansett terminal as a multi-user
facility

¢ anew Qantas maintenance hangar
* new car rental maintenance and cleaning facilities
* an expansion to the width and the sealing of the Runway 17/35 shoulders

* 2 600m runway extension to Runway 17/35
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* the strengthening of Runway 17/35 (with Commonwealth contribution) to
cater for larger VIP operations

* the major upgrading of facilities at Fairbairn

* upgraded facilities for the Aero Club

* new RAAF Special Purpose Aircraft maintenance and reception facility
* anew fuel farm

* comprehensive security upgrades

* anew hangar and headquarters facility for Brindabella Airlines

* anew freight facility for Australian Air Express

¢ anew Non-Directional Beacon (NDB)

* anew catering facility building.

These investments have upgraded the airport both in capacity and in quality of
service to airlines and customers.

The airport has also made major investments in commercial infrastructure
including Brindabella Business Park, Majura Park (a mixed use zone
incorporating a range of uses such as retail and offices), and Fairbairn. As
discussed earlier, in Chapter 4, there is a synergy between these developments
and the airport — many of the tenants are there because of the convenience of
flights to other east coast cities, allowing them to serve multiple markets in
addition to the ACT.

Between the airport’s privatisation in 1998 and the first half of 2011, the
airport’s owner has spent a total of $1.103 billion on capital investment, of
which $352.7 million is aviation-related. This includes part of the investment in
the ‘AirVolution’ project described below.

Between 2011 and 2016, the airport is expected to spend another $373.0
million in capital investment, of which $198.8 million will be aviation-related
(such as completing the ‘AirVolution’ project).

5.2 AQAirVolutiond project description

Construction of the new Southern Terminal Concourse commenced in April
2009, along with a new entry road system, multi-deck car park and new aircraft
apron parking positions. It has been completed, and a new Western Terminal
Concourse is now being constructed over the previous Qantas terminal,
adjoining the Southern Terminal Concourse. The existing common-user
terminal will be demolished once the Western Concourse is completed. The
entire new terminal will be completed in late 2012/early 2013.

This program of expected works for Canberra Airport’s $350m ‘AirVolution’
can be described in three stages:
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¢ Stage 1: Construction of a new Southern Terminal Concourse, aircraft
parking aprons, new entry road system and multi-deck car park adjoining
existing terminal, completed in November 2010

* Stage 2: Demolition of the existing Qantas terminal and construction of a
new Western Terminal Concourse

* Stage 3: Demolition of existing common-user terminal, subject to relevant
approvals and commercial agreements.

Larger and more modern facilities and services (such as lounges, cafes, meeting
rooms, offices, storage and shops) are being included in the terminal building
to meet the needs of travellers, airlines and government agencies.

Passenger arrivals will be located on the ground level and departures and aitline
club lounges will be located on upper levels, with a line of sight to the aircraft
rather than an initial impression dominated by check-in counters. A two-level
road system is under construction to service the terminal and car parks on both
the arrival and departure levels (via an elevated roadway).

An expansion of parking facilities involves the construction of two multi-
storey car parks, each with 1200 undercover car spaces, and two open-air car
parks, each with 450 spaces. Total parking spaces at the airport will therefore
increase from 1,400 pre-AirVolution to 3,200 by early 2012.

On the expected completion of Stage 3 within the next three to four years, the
travelling public and other Airport users will be provided with the following
amenities:

¢ separated departures and arrivals levels with direct road access and access
to car parks

* up to two multi-deck car parks with direct access to the arrivals and
departures levels

* up to 44 check-in counters
* up to six baggage collection carousels

* up to eight contact aerobridges for aircraft (with additional non-aerobridge
gate facilities) including for widebody domestic and international aircraft

 international processing facilities including border agency facilities and
dedicated baggage system

¢ covered, heated taxi waiting area
* significant retail and food and beverage outlets

e airline club lounges on a separate level.

The design readily allows future terminal expansion that will allow for further
increases in all of these facilities in response to demand, including additional
aerobridges, check-in counters, baggage areas and car parks.
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The key elements of the ‘AirVolution’ project are illustrated in Figure 11.

Figure 11 Canber r a ArNaolyiand t p 6 @ Sowihern and Western Terminal concourses

Source: Canberra Airport

53 Economic impacts

Using computable General Equilibrium (CGE) analysis with ACIL Tasman’s

Tasman Glolabdel, the ‘AirVolution’ project is expected to generate the

following economic impacts during its construction:

¢ a cumulative increase in real economic output (or GRP) for Canberra and
surrounding region (the ACT plus Queanbeyan) between 2009 and 2013 of
$128 million

* anet employment increase of 790 FTEs in Canberra and the surrounding
region over four years (2009 to 2013).

The increase in economic output is smaller than the investment in the project
($350 million) as a substantial portion of the construction materials used in the
project (such as steel) are imported from outside Canberra and the surrounding
region.

Economic impact of the AirVolution project 35



- Economic impact of Canberra Airport: 2010 to 2030

ACIL Tasman

Economics Policy Strategy

The annual increase in GRP as a result of the “AirVolution’ project at Canberra
Airport between 2009 and 2012 is shown in Figure 12.

Figure 12 Annual increase in GRP of Canberra and the surrounding region
duet oAirdolutiond pr oj ect , 2 @millich, 2016 ddldls)
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Data source: ACIL Tasman

The annual number of additional jobs created as a result of the ‘AirVolution’
project between 2009 and 2012 is shown in Figure 13.
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Figure 13 Annual increase in employment in Canberra and the
surroundi ng r Aitvolationdd pe of @ cd , 2009 t
(FTEs)
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In addition to the construction impacts described above, the ‘AirVolution’
project will enable a significant expansion in domestic air services to Canberra
as well as the introduction and subsequent growth of international air services.
The impacts of these increased air services that are enabled by the project will
be discussed in later chapters of this report.

While the direct quantifiable impact of the project, post-construction,
compared with doing nothing, is relatively small, the role of the airport in
facilitating airline competition — and hence low fares and increasing frequencies
to an increasing number of destinations — is large, as discussed in Chapter 4. A
capacity-constrained terminal with some gates tied to particular airlines would
not encourage airline growth and competition, and hence would have less of a
catalytic impact on other sectors of the economy. The constraints would also
discourage international aviation and discourage the development of a hub of
connecting services.
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6 Canberra Airport as a freight hub

Canberra Airport is currently a significant origin and destination city in
Australia’s overnight express air freight market. Air is suited to high value
freight that is generated by parts of the service sector, the I'T and other “high
end” activities- which predominate in Canberra. With ongoing curfew
restrictions on Sydney Airport and robust economic growth, new opportunities
for air freight may arise for Canberra Airport, which is strategically located on
both the north-south and east-west freight axes.

6.1 Overview

Canberra Airport’s 2009 Master Plastlines the expected commencement of
an overnight express freight hub at Canberra Airport in response to the needs
of the overnight express freight industry and its development over the planning
period of the Master Plan. It also foreshadows the commencement of
dedicated international airfreight services to Canberra Airport.

Based on highly successful operations at airports in secondary cities in North
America and Europe, the airport’s 2009 Master Plafvisages international,
trans-Tasman and domestic freight flights congregating at Canberra,
exchanging freight, and departing again to their destination.

Freight destined to Sydney (and in some cases Melbourne) would be
transferred to trucks enabling express delivery before the commencement of
the business day.

6.2 Advantages of Canberra Airport

With an excellent road connection to Sydney and 24-hour curfew-free status,
Canberra Airport is in a special position. Unlike the other major curfew-free
airports on the east coast (Melbourne and Brisbane), Canberra can in effect
provide night time freight services to Sydney because it is only three hours
away by road. Freight arriving at night in Canberra arrives in Sydney at the
beginning of the business day. This is not possible from the other airports
because the road distance is much greater, e.g. 10-11 hours from Melbourne to
Sydney.

In addition, in a climate of increasing community concern regarding noise
(especially at night), the Commonwealth Government has identified the
importance of maintaining a network of curfew-free airports, including
Canberra Airport, on north-south and east-west axes, to allow for the ongoing
successful operation of overnight airfreight and other overnight aircraft
operations.
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As is evident from its Aviation White Pager Commonwealth has also

recognised the importance of appropriate land use planning (with no noise-
sensitive developments under flight paths), community consultation and the
optimal location of flight paths to ensure these airports remain curfew free.

6.3 Current freight activity at Canberra Airport

Overnight air freight to and from Canberra Airport is already a key component
of Australia’s express airfreight network. While much of Canberra’s air freight
(as it is across Australia) is carried in the holds of passenger aircraft and by
road where possible, requirements of business, government and the
community dictate that a number of scheduled airfreight operations currently
operate each night to and from Canberra.

Overnight airfreight carried to and from Canberra includes overnight express
freight envelopes, critical medical items such as blood, plasma and radioactive
isotopes for cancer treatment, cash for the banking system, diplomatic parcels
and newspapers.

Current freighter routes include a Toll Express freight service from
Bankstown-Canberra-Cooma operating to Cooma each morning and returning
to Bankstown each evening. This service is especially targeted at the financial
services industry but also carries other freight.

In addition to this, a nightly service operates to and from Sydney and a twice
nightly service operates to and from Melbourne on behalf of Australian Air
Express, carrying all manner of freight. A reduced service is operated on
weekends. Freight to other destinations around Australia is transferred at
Melbourne onto other freighter aircraft for on-carriage.

The current freight routes associated with Canberra Airport are illustrated in
Figure 14.

6.4 Expansion of domestic freight activity

Canberra Airport has been approached by two major domestic overnight
airfreight operators regarding the opportunity to develop a domestic hub for
overnight airfreight. An operator of Trans-Tasman overnight freight services
has also advised that it is interested in operating their services to Canberra
rather than Sydney, especially if a domestic freight network is established.

While an exact timeframe is uncertain, it is expected that such a freight hub will
commence within five years.
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Figure 14  Current freight routes from Canberra
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Source: Canberra Airport 2009 Master Plan

With the establishment of a freight hub, based on discussions with potential
operators, it is expected that the initial phase of the freight hub will commence

with one to three jets or large turboprop freighter aircraft per night, such as
Boeing 737 and ATR-42, growing to five aircraft within two to three years of

commencement.

These services may replace a number of the existing, smaller, freighter aircraft

that currently operate to and from Canberra, especially those services operating

to and from Melbourne.

Following the initial establishment of a freight hub at Canberra Airport,

express overnight freight operations at the Airport would be expected to grow
in the life of the Master Plafihe growth of the overnight airfreight hub
beyond the initial stages may occur in any or all of the following ways over the

next 20 years:

More direct services to domestic destinations, such as the de-linking of
Tasmanian services from Melbourne services, and services to Alice
Springs/Darwin and north Queensland. This would be expected to add a
further three nightly aircraft operations to the freight hub network, most
likely with smaller jet freight aircraft.

Addition of direct overnight trans-Tasman flights to Auckland, with
possible future connections to other parts of New Zealand, involving one
to two additional jet services per night.

Turboprop and piston-engine freighter services to regional NSW/Victorian
destinations replacing services that currently operate directly into Sydney
and/or Bankstown Airport. Based on the current regional network

Canberra Airport as a freight hub 40



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

operated by one express freight operator from Bankstown, this could
involve up to three additional flights per night.

* The commencement of a parallel freight hub by a second major national
overnight freight operator, running approximately parallel schedules to that
outlined in the previous table. This would be likely to initially involve
approximately 3-5 aircraft per night.

* Commencement of direct international freight services to Canberra to link

in with overnight express freight services (see next sub-section).

The potential freight routes associated with the Canberra Airport freight hub
are illustrated in Figure 15.

Figure 15 Potential future freight routes from Canberra

AUSTRALIA

Source: Canberra Airport 2009 Master Plan

The increase in freight-related aircraft and truck movements in the next 20
years is summarised in Table 4.

Table 4 Projected freight-related aircraft and truck movements
Timeframe Jet aircraft Turboprop/piston Additional trucks
aircraft (including aviation
fuel)
Current 0 10 0
5 years 10 6 4
20 years 30 29 40

Note: An arrival and departure of an aircraft constitutes two movements
Data source: Canberra Airport 2009 Master Plan
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Beyond the planning period of the airport’s 2009 Master Plaie frequency
and size of freight aircraft are expected to grow via increased frequency on
existing routes as freight demand increases beyond aircraft capacity. It is also
possible that one or more additional freight operators commence overnight
airfreight operations in Australia.

6.5 International freight activity

According to Canberra Airport’s 2009 Master Plafternational airfreight
services to Canberra are expected to grow gradually, commencing with one
airline operating two to three weekly B747-400F (or equivalent) services to and
from Canberra in the next five years.

This number would be expected to gradually increase through the remainder of
the life of the Master Plas other aitlines commence services and the
frequency of flights increase, although it is not expected that Canberra would
attract the entirety of the current Sydney freighter capacity within the life of the
Master Plan. Within the 20 year planning period of the Master Pla@anberra
Airport anticipates receiving approximately three wide-body international
freighter aircraft per 24-hour period.

6.6 Development of associated infrastructure

The initial stages of the domestic overnight freight hub would be able to be
accommodated at Canberra Airport with little or no additional infrastructure or
impact on existing airport users. The current Fairbairn apron provides
substantial aircraft parking capability and is directly fronted by hangar facilities.
According to the airport, given much of the freight in the first stage of a
freight hub is simply exchanged between aircraft or trucks, there are minimal
warehouse or other storage requirements associated with the freight operation.

Over time, dedicated freight infrastructure is expected to be required to
facilitate a growing freight hub, particularly aircraft parking aprons to
accommodate the peak overnight hub period. According to the airport, options
for additional freight parking areas include west of the RPT apron, south of the
existing Fairbairn apron and east of Taxiway Alpha. It is expected that the
initial growth phase of freight operations will be west of the RPT apron to
provide connectivity with RPT services, which will continue to carry the
majority of domestic freight during the day.

Additional warehousing and offices will also be required to cater for an
increase in the size of a freight hub. Whilst some of this demand will be
adjacent to the aircraft parking areas, significant warehouse and office support
functions are able to be housed elsewhere on-Airport or even on land
surrounding the airport.
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Canberra Airport expects that the initial set up of the new freight hub would
require approximately 30 staff, growing to about 90 within 10 years.

As noted above, initially the hub and international freighters would take up the
building capacity being held available in Fairbairn and the Fairbairn Apron
availability. The nominal capital required is expected to be approximately

$500,000.

The airport’s plan is to then redevelop the existing apron in the Pialligo
Precinct adjoining the new AAE freight facility west of the terminal. This area
will be the home of the domestic freight and Fairbairn will remain international
freight. The Pialligo Domestic freight scope of works would include new
building(s) and upgrades to the existing bitumen light aircraft apron to handle
jet freighters. The initial capital expenditure would be in the order of $15-$20m
and the airport’s plan is to incrementally extend buildings and Apron to meet
demand.

The key locations associated with current and possible future freight
operations at Canberra Airport are illustrated in Figure 16.

6.7 Economic impacts

According to ACIL Tasman’s CGE analysis, the development of the overnight
freight hub and international freight services are expected to generate the
following economic impacts:

* a cumulative increase in real economic output (or GRP) for Canberra and
surrounding region (the ACT plus Queanbeyan) between 2011 and 2030 of
$646 million in 2010 dollars (or an average of $32.3 million per year)

¢ anet employment increase of 2,107 FTEs in Canberra and the surrounding
region over the period from 2011 to 2030 (or an average of 105.4 FTEs per
year) — of these, 1,128 FTEs are generated directly by the freight hub while
another 889 FTEs are generated as a result of flow-on activities induced by
the freight hub.

In addition, the emergence and development of the freight hub at Canberra
Airport is expected to induce economic activities associated with the
establishment of just-in-time industries around the airport.
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Figure 16 Key locations for current and future freight operations at
Canberra Airport
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Source: Canberra Airport

The annual increase in GRP as a result of the overnight freight hub and
international freight activities at Canberra Airport between 2010 and 2030 is
shown in Figure 17.
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Figure 17 Annual increase in the GRP of Canberra and the surrounding
region due to freight hub, 2010 to 2030 ($million, 2010 dollars)
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The annual number of additional jobs created directly and indirectly as a result
of the freight hub between 2010 and 2030 is shown in Figure 18. There is a
“bump” in employment in 2011 and 2012 due to the construction of
infrastructure associated with the hub.

Figure 18 Annual increase in employment in Canberra and the
surrounding region due to freight hub, 2010 to 2030 (FTEs)
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6.8 Potential impact of a curfew

While the Commonwealth Minister for Infrastructure, Transport, Regional
Services and Local Government has expressed a firm view that decision
makers should not facilitate the building of houses directly under flight paths
where it may impact on the future growth of airports, the NSW Government
has indicated its support for the building of homes in Canberra Airport’s High
Noise Corridor (including at Tralee and Environa). Canberra Airport is
concerned that such development might eventually lead to an overnight curfew
being imposed on the airport.

As noted in Canberra Airport’s 2009 Master Plaiere would be significant
operational impacts on the Airport and broader economic impacts for the
region associated with the introduction of a curfew.

Qantas, Virgin Blue, the Tourism Transport Forum (T'TF), the Canberra
Business Council and similar tourism and industry groups have all stated that
the imposition of a curfew would severely limit the Airport’s capacity to service
international flights, would threaten existing services such as the Perth and
Gold Coast services, and would slow tourism growth and reduce employment
for the people of Canberra and the region.

It would also restrict the carriage of essential and time-sensitive overnight
airfreight, such as medical supplies, bank supplies, overnight express mail and
newspapers. More significantly, the introduction of a night curfew would
curtail the development of the overnight freight hub at Canberra Airport (as
described in earlier sections of this chapter) and the overnight movement of
international freight at the airport. As quantified in Section 6.7, the economic
benefits arising from the freight hub that would be foregone with the
introduction of a night curfew would be considerable (averaging more than $32
million a year in Gross Regional Product between 2011 and 2030 in current
dollars). Modelling by SKM has shown that a hypothetical curfew imposed at
the much busier Melbourne Airport would result in a reduction in Gross State
Product of between $300 million and $400 million each year.

Further, a curfew would restrict Canberra Airport’s role as the gateway to the
National Capital, including the fact that it may restrict the ability of
government and VIP aircraft to operate in and out of Canberra in the late
evening or early morning. A curfew would also have negative impacts on
future passenger services and military operations.

The Commonwealth Government fully recognises the potential negative
impact that curfews may have on the economic function of airports. In its
Aviation White Pager Government stated that it is conscious of the value of
a network of curfew-free airports and has no current intention to introduce
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additional airport curfews. Instead, the Government expects the industry to
continue to make improvements in the management of aircraft noise including
in the implementation of good neighbour operating arrangements for night
time movements around airports.
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7 Canberra as a second Sydney
airport

7.1 Need for a second Sydney airport

The Commonwealth Government’s Aviation White Papgrhighlighted the
need for a second Sydney Airport to cater for the ongoing growth in aviation
demand from the Sydney basin. Airport capacity problems in the Sydney area
are currently the subject of a review commissioned by the Commonwealth and
NSW governments.

Sydney’s Kingsford Smith Airport is already at or near capacity in peak periods.
As Sydney Airport approaches full capacity, there will be increasing pressure
on Sydney Airport’s infrastructure. Aviation delays in the Sydney basin are thus
likely to become more common, and there is likely to be pressure on
passengers not commencing or terminating their journeys at Sydney to avoid it.

With the upgraded highway to Sydney, a growing bus network linking
Canberra Airport with the region and competitively priced and convenient
parking arrangements at Canberra Airport, some residents of the Southern
Highlands, South Coast and Western Sydney will see Canberra Airport as an
alternative to Sydney. This will be further aided through the development in
the short term of a regional bus interchange at Canberra Airport.

Accordingly, Canberra Airport’s 2009 Mast&anidentifies the airport as a
potential solution to Sydney’s emerging need for a second airport. Canberra is
also well positioned to become a hub for the significant number of passengers
who currently have to transfer flights at Sydney.

7.2 Economic case for Canberra Airport

Because of constraints in land availability, urban growth in metropolitan
Sydney and the airports sites that have already been ruled out, a second Sydney
airport might have to be located outside the Sydney basin. If so, accessibility
concerns may necessitate the construction of a high-speed rail link between
Sydney and the new airport site. High speed rail in the Melbourne-Canberra-
Sydney-Brisbane corridor is the subject of a feasibility study recently
commissioned by the Commonwealth government.

ACIL Tasman considers that the use of an existing major airport facility, such
as Canberra Airport, would significantly mitigate the economic cost to the
Commonwealth of this infrastructure. For example, the cost of developing a
new (greenfield) international airport between Sydney and Canberra, with a
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dedicated high speed rail link to Sydney, might be substantially greater than
extending a high speed rail line to Canberra and utilising existing facilities at
Canberra Airport. This is likely to be so as the most expensive part of a high
speed rail link, whether to Canberra or to a site just beyond metropolitan
Sydney, is the upgrading of rail infrastructure within urban Sydney.

Furthermore, a high speed train link to serve a second Sydney airport in
Canberra would not simply serve the needs of the airport, as it would at a
greenfield airportt site, but would also serve the significant population
catchment in and around the ACT.

The use of Canberra Airport as part of the second Sydney Airport solution
would deliver substantial economic benefits to the ACT and surrounding
region, with a range of additional employment opportunities at the airport, as
well as significant flow-on effects for the local tourism and hospitality
industries.

7.3 Congestion at Sydney Airport

7.3.1 On time performance

Sydney Airport is the busiest airport in Australia, and evidence suggests that its
on-time performance suffers as a result of capacity constraints.

According to data collected by the BITRE, Sydney has a lower proportion of
on-time departures than other major airports, except Melbourne. On time
performance at Canberra airport is significantly better than all other major
airports as shown in Figure 19.

Figure 19  Proportion of departures that are on-time, July 2009 to March
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Data source: (Bureau of Infrastructure, Transport and Regional Economics, 2010)

Canberra as a second Sydney airport 49



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

Data collected by Airservices Australia also provides evidence of delays at
Sydney airport. It currently records a number of measures regarding peak hour
arrival performance on a monthly basis at Brisbane, Melbourne, Perth and
Sydney airports. Airservices Australia produces two measures that indicate on
time performance at major airports:

* ‘average system delay’, the difference between the estimated time of landing
after the aircraft becomes airborne and the actual time of arrival; this
measure does not reflect delays at the airport from which the aircraft left

* ‘average maximum system delay’, the average of the maximum delays for all
the daily peak hours in the month

Sydney airport has the highest average maximum system delay and the second
highest average system delay as shown in Figure 20.

Figure 20 Average system delays (minutes), 2008/09
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Data source: (Australian Competition and Consumer Commission, 2010)

7.3.2 Capacity constraints

According to the Australian Competition and Consumer Commission, system
delays combined with high demand relative to measured capacity indicate
capacity constraints. Sydney airport has the highest ratio of runway demand to
operational agreed capacity of the four major airports as shown in Figure 21.
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Figure 21 Runway demand as a proportion of operational agreed
capacity
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Aircraft movements at Sydney airport are limited to 80 per hour as per the
Sydney Airport Demand Management Ak 198e reason for the greater
average delays at Sydney airport than other Australian airports, according to
Airservices Australia, along with higher peak movement rates and terminal area
constraints. To the extent that delays at Sydney Airport are due to insufficient
infrastructure, this may be a result of delayed investment brought about by the
airport’s monopoly power (Australian Competition and Consumer
Commission, 2010).

7.3.3 Future growth at Sydney Airport

Sydney Airport envisages significant future growth. According to airport’s
Master Plagiver the next two decades passenger numbers are expected to
grow at a rate of 4.2 per cent per annum, while aircraft movements are
expected to grow 1.7 per cent per annum to a frequency 43 per cent higher
than 2007 as shown in Table 5.

Table 5 Sydney airport activity forecast

International, domestic
& regional passengers Total aircraft movements Air freight
(millions) (thousands) (tonnes)
2008 32.9 299 647,000
2029 78.9 427 1,077,000
Growth p.a. 4.3% 1.7% 2.5%
Increase 140% 43% 66%

Data source: (Sydney Airport, 2009)
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The Master Plan, and the Aviation White Paper, do not envisage any change to
the existing aircraft movement cap of 80 per hour. Therefore the additional
flights must be accommodated by increasing the number of flights in less busy
hours. This means that, by 2029, between 5:00 am and 10:00 pm there will be a
minimum of 60 flights per hour as shown in Figure 22. This leaves little leeway
for delayed flight arrivals, as a delayed flight can have a “knock-on” effect to
later flights.

Figure 22  Projected hourly aircraft movements on a busy day in 2029
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Data source: (Sydney Airport, 2009)

It may therefore be concluded that, with continuing growth and with the 80
flights per hour cap remaining in place, Sydney airport will become increasingly
prone to delays. Airlines and passengers will need to allow more “fat” in their
scheduling and travel arrangements®.

At present Sydney is a natural hub for travel between other East Coast points
that do not have direct flights (eg Melbourne-Dubbo, Hobart-Coffs Harbour)
because of flight frequency. Increasing delays will make it less attractive for
hubbing, and Canberra will attract some of that traffic as its own frequencies
improve.

8 Airlines allow 1hr 30 mins to 1 hour 40 mins in their schedules for Melbourne-Sydney flights;
the flight time is about an hour, plus about 5 minutes each end for taxiing. Business
travelers know to take an earlier flight that the one that in principle suits their meeting
schedule.
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7.4 Sydney airport development

Points in the Sydney Airport Master Pl&@009-2029 relevant to longer term
capacity and demand, and hence to Canberra airport, are:

* it is assumed to remain the sole international and domestic airport in
Sydney
* the curfew and the 80 flights per hour cap are assumed to continue

e passenger growth of 4.2 per cent per annum is forecast, translating to a 2
per cent per annum increase in passenger aircraft movements because of
increasing aircraft size

e “busy day” flight numbers will be at the 80 per hour cap for 2-3 hours in
the morning and evening peaks

* dedicated freight aircraft movements are forecast to increase by 1.3 per
cent per annum

* general aviation (a small portion of the total) will be squeezed and some
will move elsewhere. "These operations currently use slots not allocated to
Regular Public Transport. Over time, as other classes of traffic grow and
unallocated slots in peak become unavailable, general aviation will need to
operate more in off-peak periods or another airports" (p49)

¢ over 80% of air freight is carried in the holds of passenger aircraft. Total
freight is forecast to grow by 3.8 per cent per annum and dedicated freight

aircraft movements by 1.3 per cent per annum (p51). 27 per cent of freight

is trans-shipped elsewhere (p 73). Some freight operators are developing
nearby off-airport terminals and in the longer term some on-airport space
will be available.

The Sydney rport Master Plars not envisage, in the 2009-2029 period, an
inability to cope with expected growth in passenger or freight traffic, apart
from squeezing out some general aviation flights to nearby airports such as
Bankstown. In discussions the airport pointed out that it had coped well with
the surge in traffic at the time of the Sydney Olympics.

The Master Plales not discuss difficulties that may arise during the period
such as:

¢ forcing some flights from peak periods to other periods through slot
rationing or pricing

¢ increased congestion and unreliability, such as reduced ability to use off-
peak periods to catch up after weather or other disruptions

* increased delays, leading to airlines building longer flight times and longer
minimum connecting times into their timetables

e accepting new low-cost airlines, or additional flights by existing airlines,
only in increasingly limited off-peak periods.
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It may be inferred from the Sydney Airport Master Plan, with passenger and
freight growth being only partly offset by increased aircraft size, that growth
will be increasingly difficult to accommodate either towards the end of the
planning period or subsequently.

The Commonwealth Government has begun a study of longer term airport
capacity in the Sydney region. The types of traffic likely to eventually be
squeezed out are those segments of the market which are price sensitive and
time-insensitive. This would be achieved either by much higher landing charges
than at Canberra, or by rationing of landing slots (for example, none available
for newcomers).

The market segments that would be most affected are:

¢ domestic leisure traffic, especially the "low-cost" end (currently served by
Tiger, Jetstar and to some extent Virgin Blue)

* international low-cost traffic, currently served by Jetstar, Virgin Blue and its
sister airlines, and AirAsiaX)

e air freight.

7.5 Potential opportunities for Canberra Airport

The extra land travel time to Canberra will matter less to someone placing a
low value on time than to someone, such as a business traveller, placing a
higher value on time (however the cost of the land component would be an
issue — for example, the fare on a high speed train could be substantial
compared with the airfare). Freight, other than urgent parcels, would not be
sensitive to the 3-4 hour truck journey.

A market segment that would be unlikely to move from Sydney is that of
regional flights, e.g. a passenger from Dubbo would not see a flight to
Canberra as an alternative means of getting to Sydney (note that regional
services are not low-cost).

However, as demand increases, there will be a business case for developing a
regional hub at Canberra as many of the services sought by regional residents
when travelling to Sydney (such as professional services and entertainment) are
also available in Canberra (see Section 7.8 for a further discussion). ACIL
Tasman has previously helped Canberra Airport and the former Impulse
Airlines (now part of Qantas) develop a preliminary case for such a hub.

Sydney congestion points either to opportunities for airports other than
Sydney to pick up some of the traffic as envisaged in the Canberra Airport
Master Plan, or to renewed pressure on the authorities to relax the cap on the
number of flights. No government has shown any inclination to do that, but it

Canberra as a second Sydney airport 54



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

is plausible in longer term the context of demand pressures and of quieter new
aircraft, and is thus a risk for the Canberra Airport’s upside scenatio.

A type of diversion likely to happen eatrlier is connecting traffic, that is, traffic
to and from points other than Sydney that at present changes plane in Sydney.
Airlines have an interest in shifting that traffic onto direct (point-to-point)
services (avoiding Sydney) or to connecting hubs less congested airports, once
the level of the traffic gets to a sufficient level.

The recent and projected growth in the frequency of direct services between
Canberra and an increasing number of Australian centres (Canberra Airport
Master Plan from page 59) will provide a basis for less transiting through
Sydney and for shifting hub activity from Sydney to Canberra. The number of
passengers to/from Canberra would not be directly affected by this
development, with passengers on the Canberra-Sydney sector being replaced
by passengers on direct flights between Canberra and other points.

Airlines also have an interest in developing international point-to-point services
such as Canberra-Auckland and Canberra-Singapore (for traffic to/from those
points and for beyond connections to Europe, North America etc) and
Canberra-Bali and other leisure destinations, once there are sufficient
passenger numbers to allow a reasonable frequency. They would be avoiding
the cost of the current connection in Sydney and would tap into Canberra’s
above-average incomes. The first airlines to offer international services would
have an advantage over their competitors who require a change of aircraft and
of terminal at Sydney or Melbourne. There was a largely unsuccessful push to
encourage such services in the 1990s, but they will become more feasible as
incomes increase and as low-cost carriers expand.

7.6 Newcastle Airport versus Canberra Airport

Like Canberra Airport, Newcastle’s Williamtown Airport has a catchment area
that includes some of the population of metropolitan Sydney. It too has the
potential to emerge as a second Sydney airport as capacity constraints at
Sydney’s Mascot Airport become more serious over time.

Newcastle Airport has links to most East Coast major destinations. The
majority of flights are operated by regional and low-cost airlines as shown in
Table 6. Unlike Canberra Airport, the runways at Newcastle Airport are not
designed for use by Boeing 747s.
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Table 6 Flights per week to and from Newcastle Airport, 2010
Virgin  Brindabella

Blue Airlines Jetstar  Norfolk Air  Aeropelican Qantas Total
Brisbane 28 50 30 108
Canberra 32 32
Melbourne 14 34 48
Norfolk
Island 2 2
Gold Coast 6 14 20
Sydney 64 64
Total 48 32 98 2 64 30 274

Data source: Newcastle airport, airline websites

According to the airport’s master plan, future growth in passenger movements
at Williamtown Airport will be driven primarily by growth for point-to-point
travel to and from the airport’s catchment area (Newcastle Airport, 2007). The
catchment area includes resident populations of Newcastle, Hunter, Northern
Sydney, Central Coast, North Coast, New England. The immediate catchment
area of the Hunter has a population of around 600,000.

Although the catchment population is broadly similar to that of Canberra
airport, the number of flights and available destinations is much lower (as can
be discerned by comparing Table 6 with Table 7). This reflects the relative lack
of government-related flying and lower average incomes in the region, as well
as the area’s relative proximity to Sydney.

Table 7 Flights per week to and from Canberra Airport, 2010

Brindabella
Tiger Airways Qantas Virgin Blue Airlines Total
Adelaide 23 14 37
Brisbane 70 56 126
Darwin 6 6
Gold Coast 14 14
Hobart 14 14
Melbourne 14 138 81 233
Perth 14 14
Sydney 261 105 366
Townsville 14 14
Newcastle 32 32
Albury 20 20
Grand Total 14 512 298 52 876

Data source: Canberra Airport

Newecastle airport has not positioned itself as a hub or as an overflow airport
for an increasingly congested Sydney Airport. It is a major RAAF base which

56

Canberra as a second Sydney airport



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

may constrain its development (the RAAF operate the control tower, there is a
degree of priority for RAAF flights, and there is a night curfew on civilian
flights). Passenger growth at the airport “must be sensitive to the operational
needs imposed upon... [the airport]... by the RAAF” (Newcastle Airport, 2008).
These operational needs are likely to increase going into the future, with the
RAAF investing heavily in the facility in recent years to meet anticipated needs.

Passenger numbers have grown strongly in recent years, driven primarily by
aggressive increases in seat capacity by low-cost airlines Virgin Blue and Jetstar
(which has its major maintenance base there). Passenger movements have
grown from 217,000 in 2002 to 1,169,000 in 2008/09 (Newcastle Airport,
2009). Some is “pure” growth and some has been diverted from Sydney (e.g.
driving to Sydney to get a flight from there) as flights from Newcastle have
increased.

The airport envisages that the smaller regional airlines are more likely to add
routes in the future. The airport also sees the commencement of regular
international flights, in the short-term to New Zealand, and in the long-term to
Asia. Domestic routes, probably starting with Adelaide, will be added gradually
as point-to-point demand grows.

Comparing the prospects for Newcastle and Canberra airports:

¢ Newcastle may be better placed to pick up overflow passengers as Sydney
becomes congested because it is closer to Sydney, although in may inferred
that Sydney Airport considers that there will not be an overflow in the next
20 years

— On the other hand, Canberra is closer than Newcastle to South West
Sydney, the fastest growing region in the Sydney Metropolitan area

— In addition, Canberra Airport will likely attain international capability by
June 2012 whereas it is unclear when that capability will be realised at
Newcastle Airport

¢ Canberra is better placed to divert connecting traffic (for example,

Canberra-Sydney-Townsville) and hubbing traffic (such as Adelaide —

Sydney/Canberra-Townsville) because it will continue to have a higher

number of point-to-point flights.

7.7 High speed train

As noted above, Sydney airport will face increasing congestion as traffic grows,
and governments have been considering possibilities for a second Sydney
airport for several decades. Further consideration is now underway in the light
of the Commonwealth Government’s Aviation White Paper

Sites that are reasonably close to central Sydney, such as Badgery’s Creek, have
been ruled out. Other possible sites are likely to be a considerable distance
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from central Sydney, and the land journey by bus or urban train would be
unreasonably long. It is therefore likely that any new airport would have to be
connected to Sydney by a high-speed train of the general type seen in Japan,
Europe or, more recently, China.

As argued previously, a cheaper alternative could be to use the existing airport
in Canberra and connect it to Sydney by high-speed train. The cost of
constructing the train line would be higher than for lines to airports closer to
Sydney (though not proportionately so — the most expensive part would be in
the Sydney urban area) but the cost of constructing a new airport would be
avoided. The total cost of the Canberra option could therefore be substantially
lower.

The high speed rail line would obviously carry traffic between the two cities,
supplementing traffic to and from the airport. More than 85 per cent of
Canberra-Sydney traffic is currently by car (taking 3 — 3.5 hours), and some of
this would be attracted by the faster rail service.

Canberra’s airport terminal would also be the rail terminal. The terminal
already has all the required services (retail, lounges, taxis, parking etc), it will
soon have a bus interchange, the existing rail line is near the airport, and a
suitable easement is available so that there would be little distance between the
trains and the terminal.

The most recent study of possible high-speed train between Sydney and
Canberra was by the Speedrail consortium in the 1990s. The studies that
Speedrail commissioned are commercial-in-confidence and not available. The
estimated journey time from central Sydney to Canberra was 1 hour 20
minutes. This comprised a slower portion through built-up areas of Sydney
where, even with high land acquisition costs allowed for in the study, it was not
possible to achieve a full high-speed route, and high-speed from south-west
Sydney to Canberra. The preferred route was via Sydney airport and more
direct than the existing line — 270 km instead of 320 km. (A new study has just
been commissioned by the Commonwealth Government, but the urban
Sydney problem remains).

However, this distance and time from Sydney CBD, compared with about 20
minutes for an off-peak journey from Sydney Kingsford Smith Airport, is
substantial. There would also be a challenge in providing sufficient frequency
in a “thin” market. An air service to Sydney consisting of a flight to Canberra
connecting on a train to Sydney would not be accepted by certain categories of
the air traveller market, notably business travellers and those flying relatively
short distances from NSW regional centres.
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European experience shows that the more price sensitive end of the market
(low income and some leisure travel) will use more distant second airportts, for
example Ryanait’s low cost service to “Frankfurt-Hahn” — but such passengers
would be deterred by a high train fare (the typical connection overseas is by

bus).

As the high speed train option faces the above challenges and is contingent on
a particular Sydney airport decision it has been included in this study only as
part of a longer term high end scenario.

7.8 Canberra as a potential regional hub

At present, there are flights between Canberra and four regional NSW centres
— Albury, Coffs Harbour, Newcastle and Port Macquarie — offered by
Brindabella Aitlines. There is potential demand for more flights of this type.
Market research undertaken for Canberra Airport over a decade ago — but
which should still be relevant as the basis for the answers has not changed —
showed that approximately one third of those who flew between regional NSW
centres and Sydney were going there to use services that are also provided in
Canberra, such as:

e specialist medical and health services

e psychiatry and other personal services

* dental and orthodontic services

 financial, legal, accounting and other business services
* education, both secondary and tertiary

¢ shopping, including specialist retail

¢ sport (especially regional championships)

¢ conferencing

* music and other performing arts.

In principle, these passengers would have been able to go Canberra instead if it
had been more convenient to get there (implying direct flights). The remaining
passengers were going to Sydney for personal, business and other reasons that

were Sydney-dependent.

For some of the potential passengers, Canberra has the advantage of an airport
and town that are both less congested than at Sydney. The potential number of
extra passengers, after allowing for towns that have since obtained a Canberra
service, was of the order of 100,000 per year. The potential connections would
be to some or all of Ballina, Dubbo, Merimbula, Mildura (Vic) and Tamworth.
Other possible regional services would substitute for existing services from
Melbourne and Sydney (from Moorabbin and Bankstown respectively).
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The most likely carrier to consider developing these routes is Brindabella
Airlines because it is based in Canberra. It has been expanding, but might need
a capital injection if it was to speed up its expansion. Other airlines such as
Rex, QantasLink and Virgin are possible.

Increased regional flights to Canberra would enable it to form a mini-hub. The
number of passengers connecting from one regional flight to another would be
modest because of the low demand for travel between regional centres.
However, if at the same time a domestic jet service hub started to develop and
some international flights started operating to Canberra, there would be a
cumulative effect, each type of operation strengthening the other.

For example, passengers from Melbourne, Auckland etc wishing to travel to a
town such as Dubbo might be able to make an easier and faster and more
reliable connection at Canberra than at Sydney. The cumulative effect would
be modest at first because of limited frequencies, but would strengthen over
time.
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8 Canberra Airport in 2030

Canberra Airport makes a major economic contribution to the ACT and
surrounding region, and this is expected to grow significantly in the next two
decades. With substantial investment in airport infrastructure via the
‘AirVolution’ project, the airport will be equipped to handle the expected
expansion in domestic and regional air services, the inauguration and
subsequent growth of international air services, and the development of an
overnight freight hub. In addition, non-aviation activities at the airport’s
various precincts are projected to continue to grow in the years to 2030.

8.1 Aviation activities

8.1.1 Development of international air services

With the construction of a dedicated international processing facility as part of
Canberra Airport’s new terminal building, Canberra Airport expects to receive
direct international setvices by 2012/13.. This is facilitated by the ongoing
focus by the Commonwealth Government on attracting international services
to regional Australian airports via an unrestricted access regime to such
airports for foreign carriers (as articulated in its Aviation White Pype

Currently, of passengers travelling to and from international destinations
transit Sydney and Melbourne en route to and from Canberra and the
surrounding region. Direct international services would reduce this reliance on
transiting at another Australian airport. Direct international services would also
be expected to stimulate the existing market via reduced fare levels and
reduced travelling time to overseas destinations.

According to the airport, direct international passenger flights are expected to
include flights to New Zealand and to a major Asian hub such as Singapore or
Hong Kong.

Passenger demand is expected to be a mix of business and government travel
associated with Canberra’s function as the national capital, tourism traffic and
people visiting friends and relatives (both inbound and outbound). The
viability of services for aitlines is increased by the fact that the business /
government component of the market is high-yield traffic.

According to the airport’s 2009 Master Planthe medium term, international
flights would be expected to feed into a Canberra Airport regional hub for
both regional flights and bus services, thereby increasing the catchment market
for such services.
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Airbiz and Canberra Airport have conservatively forecasted 2,514 international
aircraft movements using a mix of narrow body (Boeing 737, Airbus A320)
and medium wide-body aircraft (Boeing 767, Airbus A330) in 2029/30, an
average of between six and seven international movements per day.

Flights to New Zealand are expected to initially operate three to five times per
week with natrow-body aircraft (Boeing 737/Airbus A320) by 2012/13 and are
expected to grow to daily soon afterwards. Services on the Canberra-Auckland
route would allow for one-stop international flights to Los Angeles, San
Francisco and other North and South American cities via Auckland. Such
services are likely to be operated by the Qantas Group, Air New Zealand or
possibly the Virgin Group. Air New Zealand should have a particular interest
in the route as it would “feed” its Auckland hub and add passengers to its
existing Pacific Islands and daily North American flights (as it does now with
flights from Melbourne, timed to fit well with the Auckland departures).

In 2005, ACT Tourism commissioned a study that clearly identified demand
for direct flights to a major Asian hub, most likely Singapore or Hong Kong, to
provide connections throughout Asia, the Middle East and Europe. Such
flights would likely operate a three to four weekly schedule with a medium-size
wide-body aircraft such as Boeing 777/787 or Airbus A330. Qantas would be
well placed to operate such services, but interest may also come from airlines
such as Singapore Airlines and Cathay Pacific that again could use the service
to feed their existing hubs.

New low-cost long-haul international airlines such as Air Asia X may also be
attracted to Canberra as an alternative to Sydney Airport. Further opportunities
to Asia may also exist via a narrow body aircraft (such as Airbus A320) service
to Asia via a hub in Darwin.

In the medium term, further routes to Asian and Middle-Eastern hubs, such as
Bangkok and Dubai, are likely, as well as to leisure destinations such as Fiji or
Bali.

The expected routes for international flights are shown Table 8 and Figure 23.
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Table 8 Expected international services to 2029/30

Timeframe Target international routes
Short-term (5 years) Auckland India and Middle East (via
Wellington Asia)
Singapore Pacific and North America (via
Hong Kong Auckland) . .
London and Europe (via Asia) South America (via Auckland)
Medium-term (51 10 years) Christchurch Bangkok
Nadi (Fiji) Shanghai
Denpasar (Bali) Beijing
Kuala Lumpur Dubai (direct or via Asia)
Long-term (101 20 years) Tokyo

Hawaii (direct)
Los Angeles (direct)

Source: Canberra Airport 2009 Master Plan

Figure 23 Projected international air services from Canberra
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Source: Canberra Airport 2009 Master Plan

8.1.2  Expansion in domestic and regional air services

According to the airport’s 2009 Master Plasilowing discussions with current
operating airlines, the airport is hopeful of attracting services to new
destinations in the next five years. Destinations expected to be serviced in the
short term include Cairns and the Sunshine Coast (see Table 9).
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Table 9 Expected new domestic and regional services

Timeframe Regional Domestic
Short-term (5 years) Cairns
Sunshine Coast
Medium-term (51 10 years) Dubbo Avalon
Bankstown Launceston
Coffs Harbour
Traralgon
Wagga Wagga
Merimbula
Moorabin
Moruya
Long-term (10 i 20 years) Armidale Alice Springs
Tamworth
Ballina/Byron
Wollongong

Source: Canberra Airport 2009 Master Plan

In the medium term (five to 10 years), the airport hopes to emerge as a
comprehensive regional hub as Sydney Airport faces capacity constraints and
airlines seck alternatives to hobbing regional passengers through Sydney
Airport. Expected domestic and regional routes are illustrated in Figure 24.

Figure 24 Projected domestic and regional air services from Canberra
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Source: Canberra Airport 2009 Master Plan

Over time, business and government travellers, tourists and residents are
expected to increasingly demand direct flights to major cities throughout
Australia, as well as to major regional centres in south-eastern Australia. This
will enable the development of a comprehensive network with increased flight
frequencies, and allow Canberra to better accommodate overflow and bypass
traffic from Sydney.
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8.1.3 Facilitation by expanded ground transportation services

As Canberra emerges as a regional air services hub, there are likely to be
increasing regional bus services to Canberra Airport, which will facilitate
increased access to affordable air services for residents of the broader region.
According to the airport, negotiations are currently underway with major bus
operators to commence a regional bus interchange facility at the airport (as
depicted in Figure 25).

Figure 25 Projected ground transportation services to Canberra Airport
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Source: Canberra Airport 2009 Master Plan

8.14 Passenger projections 2011-2030

In 2008-09, 3.06 million passengers passed through Canberra Airport.
According to the airport’s 2009 Master PJdiis is projected to grow to almost
7.25 million passengers by 2029/30 based on the mid-range 4.2 per cent
growth rate for domestic and regional passengers forecasted by Airbiz (see
Table 10). The forecast is conservative as it does not take into account the
significant capacity increases by Virgin Blue and Qantas on their Canberra
routes from early 2008 and the commencement of services by Tiger Airways.
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Table 10 Passenger projections for Canberra Airport to 2029/30

Low Domestic / regional
range International
Total

Mid range = Domestic / regional

International

Total
High Domestic / regional
range International

Total

2007/08 2011/12 2016/17 2021/22 2027/28 2029/30
(actual)
2,850,016 3,215,348 3,893,191 4,713,933 5,930,301 6,401,885
0 94,349 146,765 213,158 279,552 305,996
2,850,016 3,309,697 4,039,956 4,927,092 6,209,853 6,707,881
2,850,016 3,271,455 4,018,645 4,936,489 6,318,653 6,860,566
0 117,936 183,456 266,448 349,440 382,495
2,850,016 3,389,391 4,202,101 5,202,937 6,668,093 7,243,061
2,850,016 3,386,120 4,280,641 5,411,469 7,461,566 8,304,910
0 153,317 238,493 346,382 454,272 497,244
2,850,016 3,539,437 4,519,134 5,757,852 7,915,838 8,802,154

Data source: Canberra Airport 2009 Master Plan. Note: international traffic is now expected to begin in 2012/13.

The high range forecasts shown in Table 10 are based on a scenario where
Canberra Airport attracts some overflow traffic from a congested Sydney
Airportt, particulatly in the last eight years of the forecast petiod from 2021/22
to 2029/30. This scenario would see overall passenger traffic exceed 8.8
million per annum by 2029/30.

8.15 Freight activities

In estimating the economic contribution of Canberra Airport to the ACT and
the surrounding region in 2030, ACIL Tasman has incorporated the projected
growth in freight activities described previously in Chapter 6.

8.2 Business activities

8.2.1 Expansion in terminal business activity

When completed, the new terminal (comprising the Southern Concourse
Terminal Extension and the Western Concourse Terminal Extension) will host
a much larger range of businesses than the current terminal, plus airline club
lounge areas that are four times larger than the existing facilities.

8.2.2 Expansion in Brindabella Business Park

While Brindabella Business Park is approaching its current planned capacity,
the airport’s 2009 Master Platicates that there are opportunities available for
the development of up to four additional buildings of a similar scale to the
existing buildings. In 2010, there are 33,000 sqm Net Lettable Area (NLA)
under construction and 11,500 sqm (NLA) approved and yet to be
constructed, on top of the existing 115,000 sqm (NLA).
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8.2.3 Expansion in Majura Park

According to the 2009 Master PlaB, 700 sqm NLA of offices are under
construction and on hold and 30,900 sqm NLA of offices are approved and yet
to be constructed. This will add to the existing 19,000 sqm Gross Leasable
Area Retail (GLAR) of outlet centre, 4,500 sqm GLAR of supermarket, 4,500
sqm GLAR of mixed retail and 27,000 sqm NLA of completed offices. Over
time, the office space will approach approximately half that in Brindabella
Park.

8.2.4 Expansion in Pialligo precinct

As discussed previously, freight and other support services are likely to become
an increasingly large use for the Pialligo precinct as the airport develops as an
important freight hub in the context of an evolving east coast airfreight
network and as the proposed new terminal is developed and completed.

According o the 2009 Master PJéte southern half of this precinct presents
opportunities to develop an ‘airport park’ commercial zone that provides a new
frontage to Pialligo Avenue between Fairbairn Avenue and the entrance to the
Airport.

8.25 Expansion in other airport precincts

The airport has set aside an area for the development of support activities
adjacent to the terminal area, predominantly within the Terminal and Pialligo
precincts. Terminal support facilities would include airfreight services and
support services, catering and food outlet services, a hotel, general
maintenance and special areas for RPT operations, retail facilities, rental car
facilities/maintenance, parking and administration, fuel facilities and other
support activities and services necessary for the operation of the terminal and
the provision of RPT services.

According to the 2009 Master Pl&airbairn will be developed as a vibrant and
diverse mixed-use zone with a large variety of different uses. There is an
increasing focus for tenants with high security requirements in the Majura
Valley. Part of the vision for Fairbairn is to attract major security, Defence,
public and private sector and other tenants requiring such infrastructure, along
with other office tenants who may be attracted to the precinct.

Canberra Airport has also been approached by flight schools to establish a
training college with on-airport accommodation. This may involve a range of
education and training facilities in Fairbairn over time and may include a
training school and aviation college.

Canberra Airport in 2030 67



ACIL Tasman

Economics Policy Strategy

Economic impact of Canberra Airport: 2010 to 2030

Fairbairn will also capitalise on the existing conference and training facilities by
attracting tenants, operators and other users who may wish to use such
facilities or be located in this area. This is likely to include tourism, retail, hotel
and other commercial accommodation. Finally, there is opportunity for a
diversity of other uses such as light industrial, maintenance, data centre and

warehousing.

8.3 Modelling assumptions

For the purpose of modelling the expected economic contribution of Canberra
Airport in 2030, ACIL Tasman has assumed that the buildings described above
as currently being under construction will be completed between 2011 and
2013. In addition, it is assumed the value of projects associated with buildings
already approved but yet to be constructed (in terms of footprint) is evenly
spread out in the years between 2014 and 2020. From 2021 onwards to 2030, it
is assumed that there will be a further 25 per cent linear increase in the total
leasable area in the various airport precincts.

8.3.1 Airport businesses

The value of economic activities that is expected to be undertaken by non-
aviation airport tenants in 2030 is then estimated by scaling up the value of
their current activities by the increase in total leasable area.

The value of economic activities expected to be undertaken by aviation-related
airport businesses in 2030 is estimated by scaling up the value of their current
activities by the expected increase in passenger movement (domestic, regional
and international) discussed previously.

8.3.2  Airport operator

Similarly, the expected value of the aviation-related activities of the airport
operator, Canberra Airport Pty Ltd, in 2030 is estimated by scaling up the
value of current activity by a combination of the expected increase in RPT and
non-RPT passenger and aircraft movements and the expected growth in
hangar area.

The non-aviation activities of the airport operator in 2030 are estimated by
scaling up current non-aviation activities by the projected growth in NLA and
GLAR across the various airport precincts.

The modelling will cover the direct and flow-on benefits. In addition, as
discussed in Chapter 4, there are benefits to other sectors, and to individuals,
from the airport’s role in facilitating aviation.
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9 Economic contribution of the airport
in 2030

ACIL Tasman used input-output analysis and CGE modelling to estimate the
contribution of Canberra Airport to the ACT and surrounding region in 2030.
The modelling incorporated the information presented in the previous
chapters of the report.

Two scenarios were analysed by ACIL Tasman. The first corresponds to the
‘Mid range’ passenger projections from the airport’s 2009 Master Plaml likely
growth in the footprint of aviation and non-aviation buildings at the airport
site. The second corresponds to the ‘High range’ passenger projections from
the Master Plan and a more optimistic projection of the growth in the
footprint of buildings at the airport site. This scenario is consistent with the
emergence of Canberra Airport as a second Sydney airport, particularly in the
decade from 2021 to 2030. Both scenarios incorporate the likely development
of Canberra Airport as an overnight freight hub.

As mentioned earlier, the catalytic benefits that facilitate improvements in the
wider economy and society are additional to these estimates.

9.1 Medium scenario

9.1.1 Airport aviation-related activity

In the Medium scenario, the airport’s aviation-related activities are expected to
generate 1,036 direct FTEs and 1,100 indirect FTEs in Canberra and the
surrounding region (or 2,227 indirect FTEs when consumption-induced effects
are also included) in 2030. In 2030, the direct contribution of these activities to
value added in the region (as measured by Gross Regional Product, GRP) is
$441.5 million per year, while their indirect contribution to GRP is $153.6
million (or $302.0 million when consumption-induced effects are also

included).

The total (direct plus indirect) employment impact of the airport’s aviation-
related activities in 2030 is therefore expected to be 2,135 FTEs (or 3,262
FTEs when consumption-induced indirect effects are included). In 2030, under
the Medium scenario, the total GRP impact of the airport’s aviation-related
activities is expected to be $595.1 million (or $743.4 million when
consumption-induced indirect effects are included).

The estimated contribution of the airport’s aviation-related activities to the
national economy in 2030 under the Medium scenario is shown in the lower
half of Table 11.
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Table 1T Economic impact of Canberra Airporté s a v iredated o n
activities in 2030, Medium scenario

Employment Value added i

(FTEs) GRP, GDP
($ million)
Canberra and surrounding region
Direct contribution 1,036 4415
Plus first round and industrial support contribution 1,100 153.6
Total Type 1 multiplier contribution 2,135 595.1
Plus consumption induced contribution 1,127 148.4
Total Type Il multiplier contribution 3,262 743.4
Australia
Direct contribution 1,036 4415
Plus first round and industrial support contribution 1,429 233.1
Total Type 1 multiplier contribution 2,465 674.6
Plus consumption induced contribution 2,106 278.6
Total Type Il multiplier contribution 4571 953.2

Data source: ACIL Tasman

9.1.2  Tourism impact

As now, in 2030 Canberra Airport will continue to generate additional benefits
for Canberra and the surrounding region by facilitating tourism spending by
domestic and international visitors who arrive in the region by air. It is
assumed that the numbers of domestic and international visitors to the ACT
and surrounding region who arrive by air are proportional to the projected
growth in domestic and international passenger movements.

The projected economic impact of tourism spending enabled by Canberra
Airport on Canberra and the surrounding region in 2030 under the Medium
scenario is shown in Table 12.

Economic conftribution of the airportin 2030 70



- Economic impact of Canberra Airport: 2010 to 2030

ACIL Tasman

Economics Policy Strategy

Table 12 Economic impact of tourism spending enabled by Canberra
Airport on Canberra and surrounding region, Medium scenario,

2030
Employment Value added i
(FTEs) GRP, GDP
($ million)
Domestic visitors
Direct contribution 2,928 275.2
Plus first round and industrial support contribution 715 46.3
Total Type 1 multiplier contribution 3,643 3215
Plus consumption induced contribution 1,078 141.7
Total Type Il multiplier contribution 4,721 463.2
International visitors
Direct contribution 1,401 131.8
Plus first round and industrial support contribution 342 22.2
Total Type 1 multiplier contribution 1,744 153.9
Plus consumption induced contribution 516 67.8
Total Type Il multiplier contribution 2,260 221.7
All visitors
Direct contribution 4,329 407.0
Plus first round and industrial support contribution 1,058 68.4
Total Type 1 multiplier contribution 5,387 475.4
Plus consumption induced contribution 1,595 209.5
Total Type Il multiplier contribution 6,981 684.9

Data source: ACIL Tasman

In 2030, the domestic and international tourism spending enabled by the
airport is likely to generate 4,329 direct FTEs and 1,058 indirect FTEs under
the Medium scenario (or 2,653 indirect FTEs when consumption-induced
effects are also included). Its direct contribution to value added in the region
(as measured by Gross Regional Product) is expected to be $407.0 million in
2030 under the Medium scenario, while its indirect contribution to GRP is
expected to be $68.4 million (or $277.9 million if consumption-induced effects
are also included).

The total (direct plus indirect) employment impact of tourism spending
enabled by the airport is therefore expected to be 5,387 FTEs in 2030 under
the Medium scenario (or 6,981 FTEs when consumption-induced indirect
effects are included). The total GRP impact of this tourism spending in 2030 is
expected to be $475.4 million (or $684.9 million when consumption-induced
indirect effects are included).

9213 Airport non-aviation activities

In the Medium scenario, the non-aviation activities of the airport are expected
to generate 11,758 direct FTEs and 2,784 indirect FTEs in Canberra and the
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surrounding region (or 7,459 indirect FTEs when consumption-induced effects
are also included) in 2030. In 2030, the direct contribution of these activities to
value added in the region (as measured by Gross Regional Product, GRP) is
$1,049.2 million per year, while their indirect contribution to GRP is $302.8
million (or $917.4 million when consumption-induced effects are also
included).

The total (direct plus indirect) employment impact of the airport’s non-aviation
activities in 2030 is therefore expected to be 14,542 FTEs (or 19,216 FTEs
when consumption-induced indirect effects are included). In 2030, under the
Medium scenario, the total GRP impact of the airport’s non-aviation activities
is expected to be $1,352.0 million (or $1,966.6 million when consumption-
induced indirect effects are included).

The estimated contribution of the airport’s non-aviation activities to the
national economy in 2030 under the Medium scenatio is shown in the lower
half of Table 13.

Table 13 Economic impact of Canberra Airporté s  +owiation activities in
2030, Medium scenario

Employment Value added i

(FTEs) GRP, GDP
($ million)
Canberra and surrounding region
Direct contribution 11,758 1,049.2
Plus first round and industrial support contribution 2,784 302.8
Total Type 1 multiplier contribution 14,542 1,352.0
Plus consumption induced contribution 4,675 614.6
Total Type Il multiplier contribution 19,216 1,966.6
Australia
Direct contribution 11,758 1,049.2
Plus first round and industrial support contribution 4,613 566.5
Total Type 1 multiplier contribution 16,371 1,615.7
Plus consumption induced contribution 8,947 1,182.8
Total Type Il multiplier contribution 25,318 2,798.4

Data source: ACIL Tasman

9.1.4 Total impact

The total employment generated or enabled directly and indirectly as a result of
Canberra Airport by activity type in 2030 under the Medium scenario is
illustrated in Figure 26. Under this scenario, in 2030, the activities associated
with the airport precinct (aviation, tourism and non-aviation) will generate or
enable total direct employment of 16,812 FTEs and total indirect employment
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of 4,589 FTEs (or 11,616 FTEs when consumption-induced indirect effects
are also included).

Figure 26 Employment generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type, Medium scenario, 2030
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Data source: ACIL Tasman

The total value added generated or enabled directly and indirectly as a result of
Canberra Airport by activity type, as measured by GRP, in 2030 under the
Medium scenario is illustrated in Figure 27. The data shows that, under this
scenario, the airport is likely to generate total direct value added of $1,897.7
million in 2030 and total indirect value added of $524.8 million (or $1,497.4
million when consumption-induced indirect effects are also included).
However the wider benefits in other sectors, and to private individuals,
facilitated by aviation (and the airport) are not included.
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Figure 27 Value added (GRP) generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type ($ million), Medium Scenario, 2030
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Data source: ACIL Tasman

The total direct and indirect value added generated or enabled by the airport
precinct’s activities to Canberra and the surrounding region is therefore
expected to be $2.423 billion in 2030 under the Medium scenario (or $3.395
billion when consumption-induced indirect effects are included).

The direct value added generated by the airport in 2030 is expected to be
$849.7 million higher than in 2010, under the Medium scenario. This compares
with the $350 million invested by the airport in the ‘AirVolution’ project. The
infrastructure upgrades associated with the project facilitate the expansion in
aviation-related activities expected between 2010 and 2030.

At the national level, ACIL Tasman estimates that the airport will contribute
$2.922 billion to Australia’s GDP in 2030 under the Medium scenario (or
$4.821 billion when consumption-induced indirect effects are included).

9.2 High scenario

9.2.1 Airport aviation-related activity

In the High scenario, the airport operator’s aviation-related activities are
expected to generate 1,213 direct FTEs and 1,289 indirect FTEs in Canberra
and the surrounding region (or 2,612 indirect FTEs when consumption-
induced effects are also included) in 2030. In 2030, under the High scenario,
the direct contribution of such activities to value added in the region (as
measured by Gross Regional Product, GRP) is expected to be $509.6 million
per year, while their indirect contribution to GRP is expected to be $180.2

Economic conftribution of the airportin 2030 74



- Economic impact of Canberra Airport: 2010 to 2030

ACIL Tasman

Economics Policy Strategy

million (or $354.3 million when consumption-induced effects are also
included).

The total (direct plus indirect) employment impact of the airport’s aviation-
related activities in 2030 under the High scenario is therefore expected to be
2,502 FTEs (or 3,824 FTEs when consumption-induced indirect effects are
included). Under this scenario, the total GRP impact of the airport’s aviation-
related activities is expected to be $689.8 million in 2030 (or $863.9 million
when consumption-induced indirect effects are included).

The estimated contribution of the airport’s aviation activities to the national
economy in 2030 under the High scenario is shown in the lower half of Table
14.

Table 14  Economic impact of Canberra Airportd s a v iredated o n
activities in 2030, High scenario

Employment Value added i

(FTEs) GRP, GDP
($ million)
Canberra and surrounding region
Direct contribution 1,213 509.6
Plus first round and industrial support contribution 1,289 180.2
Total Type 1 multiplier contribution 2,502 689.8
Plus consumption induced contribution 1,323 1741
Total Type Il multiplier contribution 3,824 863.9
Australia
Direct contribution 1,213 509.6
Plus first round and industrial support contribution 1,675 2735
Total Type 1 multiplier contribution 2,888 783.0
Plus consumption induced contribution 2,472 326.9
Total Type Il multiplier contribution 5,359 1,109.9

Data source: ACIL Tasman

9.2.2 Tourism impact

The projected economic impact of tourism spending enabled by Canberra
Airport on Canberra and the surrounding region in 2030 under the High
scenario is shown in Table 15. This projected impact is based on the ‘High
range’ forecast of domestic and international passenger movements in 2030.
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Table 15  Economic impact of tourism spending enabled by Canberra
Airport on Canberra and surrounding region, Medium scenario,

2030
Employment Value added i
(FTEs) GRP, GDP
($ million)
Domestic visitors
Direct contribution 3,449 324.2
Plus first round and industrial support contribution 843 54.5
Total Type 1 multiplier contribution 4,292 378.8
Plus consumption induced contribution 1,271 166.9
Total Type Il multiplier contribution 5,562 545.7
International visitors
Direct contribution 1,822 171.3
Plus first round and industrial support contribution 445 28.8
Total Type 1 multiplier contribution 2,267 200.1
Plus consumption induced contribution 671 88.2
Total Type Il multiplier contribution 2,938 288.3
All visitors
Direct contribution 5,271 495.5
Plus first round and industrial support contribution 1,288 83.3
Total Type 1 multiplier contribution 6,559 578.8
Plus consumption induced contribution 1,942 255.1
Total Type Il multiplier contribution 8,500 834.0

Data source: ACIL Tasman

In 2030, under the High scenario, the domestic and international tourism
spending enabled by the airport is likely to generate 5,271 direct FTEs and
1,288 indirect FTEs (or 3,230 indirect FTEs when consumption-induced
effects are also included). Its direct contribution to value added in the region
(as measured by Gross Regional Product) is expected to be $495.5 million in
2030 under the High scenario, while its indirect contribution to GRP is
expected to be $83.3 million (or $338.4 million if consumption-induced effects
are also included).

The total (direct plus indirect) employment impact of tourism spending
enabled by the airport is therefore expected to be 6,559 FTEs in 2030 under
the High scenario (or 8,500 FTEs when consumption-induced indirect effects
are included). Under this scenario, the total GRP impact of this tourism
spending is expected to be $578.8 million in 2030 (or $834.0 million when
consumption-induced indirect effects are included).

9.23 Airport non-aviation activities

In the High scenario, the non-aviation activities of the airport are expected to
generate 11,766 direct FTEs and 2,790 indirect FTEs in Canberra and the
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surrounding region (or 7,469 indirect FTEs when consumption-induced effects
are also included) in 2030. In 2030, under the High scenario, the direct
contribution of these activities to value added in the region (as measured by
Gross Regional Product, GRP) is expected to be $1,062.4 million per year,
while their indirect contribution to GRP is expected to be $303.4 million (or
$918.5 million when consumption-induced effects are also included).

The total (direct plus indirect) employment impact of the airport’s non-aviation
activities in 2030 under the High scenario is therefore expected to be 14,555
FTEs (or 19,234 FTEs when consumption-induced indirect effects are
included). Under this scenario, the total GRP impact of the airport’s non-
aviation activities is expected to be $1,365.8 million in 2030 (or $1,981.0
million when consumption-induced indirect effects are included).

The estimated contribution of the airport’s non-aviation activities to the
national economy in 2030 under the High scenario is shown in the lower half
of Table 16.

Table 16  Economic impact of Canberra Airporté s  +owiation activities in
2030, High scenario

Employment Value added i

(FTEs) GRP, GDP
($ million)
Canberra and surrounding region
Direct contribution 11,766 1,062.4
Plus first round and industrial support contribution 2,790 303.4
Total Type 1 multiplier contribution 14,555 1,365.8
Plus consumption induced contribution 4,679 615.1
Total Type Il multiplier contribution 19,234 1,981.0
Australia
Direct contribution 11,766 1,062.4
Plus first round and industrial support contribution 4,621 567.5
Total Type 1 multiplier contribution 16,387 1,629.9
Plus consumption induced contribution 8,955 1,183.9
Total Type Il multiplier contribution 25,342 2,813.7

Data source: ACIL Tasman

9.24 Total impact

The total employment generated or enabled directly and indirectly as a result of
Canberra Airport by activity type in 2030 under the High scenario is illustrated
in Figure 28. In 2030, under this scenario, the activities associated with the
airport precinct (aviation, tourism and non-aviation) will generate or enable
total direct employment of 18,249 FTEs and total indirect employment of
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5,368 FTEs (or 13,312 FTEs when consumption-induced indirect effects are

also included).

Figure 28 Employment generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type, High scenario, 2030
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The total value added generated or enabled directly and indirectly as a result of
Canberra Airport by activity type, as measured by GRP, in 2030 under the
High scenario is illustrated in The direct value added generated by the airport
in 2030 is expected to be $1,019.5 million higher than in 2010, under the High

scenario.

Figure 29, the modelling indicates that the airport is expected to generate total
direct value added of $2,067.5 million in 2030 under the High scenario and
total indirect value added of $567.0 million (or $1,611.5 million when

consumption-induced indirect effects are also included).

The direct value added generated by the airport in 2030 is expected to be
$1,019.5 million higher than in 2010, under the High scenario.
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Figure 29 Value added (GRP) generated or enabled within Canberra and
surrounding region by the Canberra Airport Precinct by activity
type ($ million), High Scenario, 2030
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The total direct and indirect value added generated or enabled by the airport

precinct’s activities to Canberra and the surrounding region is therefore
expected to be $2.635 billion in 2030 under the High scenario (or $3.679
billion when consumption-induced indirect effects are included).

At the national level, under this scenario, ACIL Tasman estimates that the
airport will contribute $3.186 billion in 2030 to Australia’s GDP (or $5.225
billion when consumption-induced indirect effects are included).

As in the Medium scenario, the wider benefits in other sectors, and to private
individuals, facilitated by aviation (and the airport) are not included.
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10 Conclusion

10.1 Current economic contribution

The aviation-related activities and non-aviation activities that take place at
Canberra Airport’s various precincts contribute significantly to the economy of
the ACT and the surrounding region.

The airport currently generates total direct value added estimated at $1,048
million per year and total indirect value added of $291 million (or $837 million
when consumption-induced indirect effects are also included).

The total direct and indirect value added generated or enabled by the airport
precincts’ activities to Canberra and the surrounding region is estimated to be
$1.34 billion per year (or $1.89 billion when consumption-induced indirect
effects are included). This constitutes a significant proportion (over 7 per cent)
of the ACT’s economic activities, which totalled $26.0 billion in 2008-09, as
measured by Gross State/Territory Product.

At the national level, ACIL Tasman estimates that the airport currently
contributes $1.61 billion annually to Australia’s GDP (or $2.67 billion when
consumption-induced indirect effects are included).

10.2 Future economic contribution

The airport’s economic contribution is expected to grow significantly in the
next two decades. With major investment in airport infrastructure by Canberra
Airport via the ‘AirVolution’ project, the airport will be equipped to handle the
expected expansion in domestic and regional air services, the inauguration and
subsequent growth of international air services, as well as the development of
an overnight freight hub. In addition, non-aviation activities at the airport’s
various precincts are projected to continue to grow in the years to 2030.

10.2.1 Investment in airport infrastructure

The ‘AirVolution’ project is expected to generate the following economic
impacts during its construction:

* acumulative increase in real economic output (or GRP) for Canberra and
surrounding region between 2009 and 2013 of $128 million

* anet employment increase of 790 FTEs in Canberra and the surrounding
region over four years (2009 to 2013).
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10.2.2 Overnight freight hub

Canberra Airport is currently a significant origin and destination city in
Australia’s overnight express airfreight market. With ongoing curfew
restrictions on Sydney Airport and robust economic growth, new opportunities
for airfreight will arise for Canberra Airport, which is strategically located on
both the north-south and east-west freight axes. It can also accept overnight air
freight for Sydney, only three hours away by road, when Sydney airport is
closed for the night.

Canberra Airport’s 2009 Master Plastlines the expected commencement of
an overnight express freight hub at Canberra Airport in response to the needs
of the overnight express freight industry and its development over the planning
petiod of the Master Plan. It also foreshadows the commencement of
dedicated international air freight services to Canberra Airport.

Based on highly successful operations at airports in secondary cities in North
America and Europe, the airport envisages international, trans-Tasman and
domestic freight flights congregating at Canberra, exchanging freight, and
departing again to their destination.

However, the development of Canberra Airport as an overnight freight hub
would be severely affected by the introduction of a night curfew. Such a

curfew is likely to result in the loss of an average of more than $32 million a
year in Gross Regional Product between 2011 and 2030 (in current dollars).

10.2.3 Second Sydney airport

As Sydney Airport approaches full capacity, there will to be increasing pressure
on its infrastructure, particularly during peak periods. Aviation delays in the
Sydney basin will become more common and will be pressure on passengers
not commencing or terminating their journeys at Sydney to avoid Sydney
airspace.

With the upgraded highway to Sydney, a growing bus network linking
Canberra Airport with the region and competitively priced and convenient
parking arrangements at Canberra Airport, some residents of the Southern
Highlands, South Coast and Western Sydney will choose to use Canberra
Airportt as an alternative to Sydney. Accordingly, Canberra Airport’s 2009
MastePlandentifies the airport as a potential solution to Sydney’s emerging
need for a second airport. Canberra is also well positioned to become a hub for
the significant number of passengers who currently have to transfer flights at
Sydney.
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10.2.4 Economic contribution in 2030

Under the ‘High’ scenario where Canberra Airport emerges such as second
Sydney Airport, ACIL Tasman’s modelling shows that the airport would
generate total direct value added of $2,068 million in 2030 and total indirect
value added of $567 million (or $1,612 million when consumption-induced
indirect effects are also included).

The total direct and indirect value added generated or enabled by the airport
precinct’s activities to Canberra and the surrounding region is therefore
expected to be $2.63 billion in 2030 under this scenario (or $3.68 billion when
consumption-induced indirect effects are included).

At the national level, under this scenario, the airport will contribute $3.19
billion in 2030 to Australia’s GDP (or $5.23 billion when consumption-
induced indirect effects are included). The wider benefits discussed in Chapter
4 would add substantially to this.

10.3 Wider benefits

In addition to these benefits, by facilitating aviation Canberra Airport generates
the following catalytic effects on the wider economy:

¢ Lower costs of doing business because of the ease of travel over distances
that would be onerous by road

¢  Greater competition because of readier access to alternative suppliers

¢ Greater innovation because of the ability to bring in the greater range of
human skills and enhance interaction between them

¢ Improved ability to bring in, or send out, specialised labour (professional,
technical, skilled etc), so that business and government have access to a
bigger labour pool and individuals get access to a bigger labour market

* A more flexible labour market — for example, staff will be more willing to
relocate if they can readily check out the new place of employment and
return to their previous town to visit friends and relatives

e Improved ability to deal with temporary shortages, whether of particular
types of personnel (e.g. I'T) or of goods (e.g. spare parts inventory), which
in turn reduces holding costs associated with both staff and inventory

¢ Economies of scale — with aviation a single place of production can serve a
wider area

* Increased possibilities for specialisation because of the widening of
markets, in turn leading to new products and/or lower costs

e Increased investment because it is easier to become familiar with the
potential place of investment, potential clients and collaborators, local
support services etc., and easier to monitor performance and deal with
problems
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*  More efficient interaction between different levels of government (Federal
and state) and different government agencies (e.g. Defence, the Melbourne
and Canberra officers of the ACCC and Productivity Commission).

Besides economic benefits, aviation is also the catalyst for personal benefits.
Without aviation, personal travel beyond about 300 km would become more
expensive, both in direct costs and the cost of time. This in turn would reduce
the personal "connectivity" with friends and relatives, and reduce the
opportunity to leisure activities (such as holidays, cultural and sports trips)
outside the home area.
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A The Tasman Global model

ACIL Tasman’s computable general equilibrium model Tasman Globad
powerful tool for undertaking economic impact analysis at the regional, state,
national and global level.

There are various types of economic models and modelling techniques. Many
of these are based on partial equilibrium analysis that usually considers a single
market. However, in economic analysis, linkages between markets and how
these linkages develop and change over time can be critical. Tasman Globhat
been developed to meet this need.

Tasman Globad large-scale computable general equilibrium model which is
designed to account for all sectors within an economy and all economies across
the world. ACIL Tasman uses this modelling platform to undertake industry,
project, scenario and policy analyses. The model is able to analyse issues at the
industry, global, national, state and regional levels and to determine the impacts
of various economic changes on production, consumption and trade at the
macroeconomic and industry levels.

A dynamic model

Tasman Global model that estimates relationships between variables at
different points in time. This is in contrast to comparative static models, which
compare two equilibriums (one before a policy change and one following). A
dynamic model such as Tasman Globabeneficial when analysing issues where
both the timing of and the adjustment path that economies follow are relevant
in the analysis.

In applications of the Tasman Glolabdel, a reference case simulation forms a
‘business-as-usual’ basis with which to compare the results of various
simulations. The reference case provides projections of growth in the absence
of the changes to be examined. The impact of the change to be examined is
then simulated and the results interpreted as deviations from the reference

casc.

The database

A key advantage of Tasman Globathe level of detail in the database
underpinning the model. The database is derived from the latest Global Trade
Analysis Project (GTAP) database. This database is a fully documented,
publicly available global data base which contains complete bilateral trade
information, transport and protection linkages among regions for all GTAP
commodities.
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The GTAP model was constructed at the Centre for Global Trade Analysis at
Purdue University in the United States. It is the most up-to-date, detailed
database of its type in the world.

Tasman Globallds on the GTAP model’s equation structure and database by
adding six important features:

* dynamics (including detailed population and labour market dynamics)

* detailed technology representation within key industries (such as electricity
generation and iron and steel production)

* the ability to repatriate labour and capital income
* adetailed emissions accounting abatement framework
* explicit representation of the states and territories of Australia

* the capacity to explicitly represent multiple regions within states and
territories of Australia.

Nominally the Tasman Glolatabase divides the world economy into 120
regions (112 international regions plus the 8 states and territories of Australia)
although in reality the regions are frequently disaggregated further. ACIL
Tasman regularly models Australian projects or policies at the regional level.

The Tasman Glolatabase also contains a wealth of sectoral detail currently
identifying up to 66 industries (Table Al). The foundation of this information
is the input-output tables that underpin the database. The input-output tables
account for the distribution of industry production to satisfy industry and final
demands. Industry demands, so-called intermediate usage, are the demands
from each industry for inputs.

For example, electricity is an input into the production of communications. In
other words, the communications industry uses electricity as an intermediate
input. Final demands are those made by households, governments, investors
and foreigners (export demand). These final demands, as the name suggests,
represent the demand for finished goods and services. To continue the
example, electricity is used by households — their consumption of electricity is
a final demand.

Each sector in the economy is typically assumed to produce one commodity,
although in Tasman Glopat electricity, diesel and iron and steel sectors are
modelled using a ‘technology bundle’ approach. With this approach, different
known production methods are used to generate a homogeneous output for
the ‘technology bundle’ industry. For example, electricity can be generated
using brown coal, black coal, petroleum, base load gas, peak load gas, nuclear,
hydro, geothermal, biomass, wind, solar or other renewable based technologies
— each of which have their own cost structure.
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Table A1 Sectors in the Tasman Global database
Sector Sector
1 Paddy rice 34 Leather products
2 Wheat 35 Wood products
3 Cereal grains nec 36 Paper products, publishing
4 Vegetables, fruit, nuts 37 Diesel (incl. nonconventional diesel)
5 Oil seeds 38 Other petroleum, coal products
6 Sugar cane, sugar beef 39 Chemical, rubber, plastic products
7 Plant- based fibres 40 Mineral products nec
8 Crops nec 41 Ferrous metals
9 Bovine cattle, sheep, goats, horses 42 Metals nec
10 Animal products nec 43 Metal products
11 Raw milk 44 Motor vehicle and parts
12 Wool, silk worm cocoons 45 Transport equipment nec
13 Forestry 46 Electronic equipment
14 Fishing 47 Machinery and equipment nec
15 Brown coal 48 Manufactures nec
16 Black coal 49 Electricity generation
17 Qil 50 Electricity transmission and distribution
18 Liquefied natural gas (LNG) 51 Gas manufacture, distribution
19 Other natural gas 52 Water
20 Minerals nec 53 Construction
21 Bovine meat products 54 Trade
22 Meat products nec 55 Road transport
23 Vegetables oils and fats 56 Rail and pipeline transport
24 Dairy products 57 W ater transport
25 Processed rice 58 Air transport
26 Sugar 59 Transport nec
27 Food products nec 60 Communication
28 Wine 61 Financial services nec
29 Beer 62 Insurance
30 Spirits and RTDs 63 Business services nec
31 Other beverages and tobacco products 64 Recreational and other services
32 Textiles 65 Public Administration, Defence, Education, Health
33 Wearing apparel 66 Dwellings

Note: nec = not elsewhere classified

The other key feature of the database is that the cost structure of each industry

is also represented in detail. Each industry purchases intermediate inputs (from

domestic and imported sources) primary factors (labour, capital, land and

natural resources) as well as paying taxes or receiving subsidies.
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Factors of production

Capital, land, labour and natural resources are the four primary factors of
production. The capital stock in each region (country or group of countries)
accumulates through investment (less depreciation) in each period. Land is
used only in agriculture industries and is fixed in each region. Tasman Global
explicitly models natural resource inputs as a sector specific factor of
production in resource based sectors (coal mining, oil and gas extraction, other
mining, forestry and fishing).

Population growth and labour supply

Population growth is an important determinant of economic growth through
the supply of labour and the demand for final goods and services. Population
growth for the 112 international regions and for the 8 states and territories of
Australia represented in the Tasman Gloldatabase is projected using ACIL
Tasman’s in-house demographic model. The demographic model projects how
the population in each region grows and how age and gender composition
changes over time and is an important tool for determining the changes in
regional labour supply and total population over the projection period.

For each of the 120 regions in Tasman Glolét model projects the changes in
age-specific birth, mortality and net migration rates by gender for 101 age
cohorts (0-99 and 100+). The demographic model also projects changes in
participation rates by gender by age for each region, and, when combined with
the age and gender composition of the population, endogenously projects the
future supply of labour in each region. Changes in life expectancy are a
function of income per person as well as assumed technical progress on
lowering mortality rates for a given income (for example, reducing malaria-
related mortality through better medicines, education, governance etc).
Participation rates are a function of life expectancy as well as expected changes
in higher education rates, fertility rates and changes in the work force as a share
of the total population.

Labour supply is derived from the combination of the projected regional
population by age by gender and the projected regional participation rates by
age by gender. Over the projection period labour supply in most developed
economies is projected to grow slower than total population as a result of
ageing population effects.

For the Australian states and territories, the projected aggregate labour supply
from ACIL Tasman’s demographics module is used as the base level potential
wotkforce for the detailed Australian labour market module, which is described
in the next section.
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The Australian labour market

Tasman Glolal a detailed representation of the Australian labour market
which has been designed to capture:

 different occupations

* changes to participation rates (or average hours worked) due to changes
in real wages

* changes to unemployment rates due to changes in labour demand

* limited substitution between occupations by the firms demanding
labour and by the individuals supplying labour

* limited labour mobility between states.

Tasman Globalognises 97 different occupations within Australia — although
the exact number of occupations depends on the aggregation. The firms who
hire labour are provided with some limited scope to change between these 97
labour types as the relative real wage between them changes. Similarly, the
individuals supplying labour have a limited ability to change occupations in
response to the changing relative real wage between occupations. Finally, as the
real wage for a given occupation rises in one state rise relative to other states,
workers are given some ability to respond by shifting their location. The model
produces results at the 97 3-digit ANZSCO (Australian New Zealand Standard
Classification of Occupations) level.

The labour market structure of Tasman Globadhus designed to capture the
reality of labour markets in Australia, where supply and demand at the
occupational level do adjust, but within limits.

Labour supply in Tasma@lobais presented as a three stage process:

1. labour makes itself available to the workforce based on movements in
the real wage and the unemployment rate

2. labour chooses between occupations in a state based on relative real
wages within the state

3. labour of a given occupation chooses in which state to locate based on
movements in the relative real wage for that occupation between states.

By default, Tasman Glohde all general equilibrium models, assumes that
markets clear. Therefore, overall, supply and demand for different occupations
will equate (as is the case in other markets in the model).
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Model results

Tasman Globalves equations covering industry sales and consumption,
private consumption, government consumption, investment and trade. The
model therefore produces detailed microeconomic results, such as:

* output by industry
* employment by industry

* industry imports and exports.

Tasman GlobBb produces a full range of macroeconomic results, for each
Australian region and the rest of the World including:

* total economic output/gross domestic product (GDP)/gross state
product (GSP)/ gross regional product (GRP)

e total employment

* total income/gross national product (GNP)
* private consumption

* public consumption

* investment

* imports

* exports

e terms of trade.

All of results are produced on a year-by-year basis.
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ABS
BITRE
CGE
FAC
FTE
GA
GDP
GFA
GLAR
GRP
GSP
10
NLA
RPT
sqm

VEFR

Conclusion

Glossary

Australian Bureau of Statistics

Bureau of Infrastructure, Transport and Regional Economics

Computable general equilibrium
Federal Airports Corporation
Full-time equivalent

General Aviation

Gross Domestic Product
Gross Floor Area

Gross Leasable Area Retail
Gross Regional Product
Gross State Product
Input-output

Net Lettable Area

Regular Passenger Transport
Square metres

Visiting Friends and Relatives (passenger category

N



